
 

 

 

 

 

 

 

 

 

 

 

 

 

 

A PARADIGM QUESTIONED 
 

 
A study of how the cultural relativity of modern man-
agement knowledge confines its transferability to non-

industrialised Third World countries. 
 
 
 
 

 

 

 

Olof Wahlberg 



 i

Abstract 
This study is based upon the double proposition that a transfer of modern man-
agement knowledge is an important component of the development assistance 
given to Third World countries and that this knowledge has a cultural basis that 
restricts its transferability. The very essence of the cultural basis is thought to 
consist of culture contingent implicit assumptions about phenomena in the real-
ity. Problems experienced in five cases of transfer of management knowledge 
are analysed in search for such implicit assumptions questioned. 
A paradigm comprising fifteen basic assumptions attached to the images of dif-
ferent management relevant phenomena is identified in the analysis carried out. 
Different corroborating conditions that make experiences from management-in-
action corroborate the validity of the basic assumptions are also identified. The 
recognition of the relationships between basic assumptions and environmental 
conditions is held to be crucial to the understanding of how and why the cultural 
basis of modern management knowledge makes its transfer difficult. 
The identified relationships between basic assumptions and corroborating condi-
tions has implications for two major issues discussed in cross-cultural manage-
ment research: (i) it supports the convergence hypothesis, and (ii) it can be con-
cluded that the perceived appropriateness of the “modern” delegative-
participative management style hinges on the “industrialising” of environmental 
conditions. In addition to the implications for the cross-cultural management 
discourse, it is found that the perspective developed has implications for the in-
stitutionalism approach to management. In particular, it points to the importance 
of normative messages and collectively shared perceptions as isomorphic forces. 
It also points to important mechanisms behind institutional variability and 
change.  
The relationship between basic assumptions and environmental conditions is 
central to a strategy for transfer of modern management knowledge that is dis-
cussed in the end of the study. The importance of a cognitive transformation is 
emphasised as a prerequisite for a long-term success of such a transfer.  
Keywords: management knowledge, cross-cultural management, development 
aid, technical assistance.  
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1 Introduction 
On the importance of a transfer of modern management knowledge in de-
velopment assistance 

A transfer of management knowledge has been a component of the development 
assistance given to poor countries in the Third World1 since the beginning of the 
modern era of such assistance in the middle of last century2. The general idea 
behind this transfer is that the management practices employed in the rich donor 
countries represent an advanced form of management, and that the development 
of the recipient countries will benefit from an infusion of the management 
knowledge behind these practices. Another idea behind the transfer of manage-
ment knowledge is that modern technology demands modern management prac-
tices to be employed effectively. To guarantee the effectiveness and sustainabil-
ity of technology transfer projects, it is therefore important to make a transfer 
modern management knowledge a part of such projects. 
The standard operational procedure for such a transfer of management knowl-
edge is to base it upon the counterpart model. It is believed that the most effi-
cient way to transfer such knowledge is to do it in a real-life context and in a 
person-to-person manner. Expatriate managers are therefore hired to work to-
gether with local counterparts and to convey their professional competence in an 
on-the-job training context (Arndt 2000). 
Very often, the transfer of modern management knowledge is part of a transfer 
of modern technology programme. Experienced management personnel from the 
donor countries are hired to manage operations during a start-up phase of a 
technology transfer project, and it is included in their work-descriptions that 
they shall train local counterparts so that these can take over and manage the 
technology transferred in an effective way when the expatriate experts leave. 
This transfer of technology cum transfer of management knowledge is the stan-
dard Western model for capital assistance (Arndt 2000, Tisch and Wallace 
1994). But the counterpart model is also used in many modern management 
transfer programmes carried out as free-standing technical assistance (Forss 
1988) – for instance in rehabilitation projects when expatriate managers are 
hired to improve the quality of management in existing enterprise, and as an in-
tegrated element of other aid projects where personnel from donor countries like 
Sweden are hired for managerial and administrative tasks.  

                                                 
1 Developing country and Third World country are treated as synonymous concepts 
in the study. 
2 Previously, development aid given to poor countries was closely related to colo-
nial policies and to missionary activities (Hermele and Larsson 1981, Hjertholm and 
White 2000). 



 8

The magnitude of this assistance is difficult to judge 
The magnitude of the transfer of management knowledge is difficult to judge 
due to a lack of reliable statistics that distinguish between capital assistance and 
technical assistance, and also due to differences in definitions (Berg 1993). But 
it may be concluded that quite substantial sums of aid money are spent on the 
transfer of management knowledge. It is an important element of technical assis-
tance, and Arndt (2000) estimates that the technical assistance amounts to 35 to 
45 percent of the annual official development assistance in 1995. He also con-
cludes that there is no major change in the pattern – the technical assistance 
given can be assumed to be of this magnitude also in the foreseeable future. The 
number of persons that are hired to carry out technical assistance is also substan-
tial. Forss estimates in 1988 that some 320,000 resident non-nationals were 
working on such assistance programmes (Forss et al. 1988). 
The magnitude of the Swedish transfer of modern management knowledge to 
developing countries is also difficult to judge due to the same lack of reliable 
statistics. There is also a lack of recent attempts to measure how much money is 
spent on transfer of modern management knowledge programmes and how 
many Swedes are employed to design and carry out such programmes. But 
available statistics point to the importance of this part of the development assis-
tance: Forss estimates that Denmark, Finland, Norway and Sweden had slightly 
less than 1,100 aid agency employed personnel working in technical assistance 
programmes in 1986. In addition to this, external organisations implementing 
aid projects also employed technical assistance personnel. There are no statistics 
on the latter category of personnel, but Forss guess that they are at least equally 
many. The total cost for the technical assistance personnel is estimated to be 
around 2,200 million SEK in 1987 (Forss et al. 1988). A large share of the per-
sonnel employed for technical assistance is – in one way or another – transfer-
ring modern management and administrative knowledge, and a large share of the 
money spent on technical assistance can – likewise – be assumed to be spent on 
the transfer of modern management and administrative knowledge. 

The critique of the transfer of modern management assistance 

The transfer of management knowledge was quite undisputed during the first 
decades of development assistance. It was part of the dominant modernisation 
paradigm in development thinking, and a transfer of modern knowledge – in-
cluding modern management knowledge – was seen as an element of develop-
ment assistance in general. There were also very few nationals with any kind of 
management training and/or managerial experience in the developing countries 
in the first decades of development aid. This was an element of the colonial leg-
acy: the colonial powers had done very little to develop the local administrative 
and managerial resources (Berg 1993). This was seen as an important obstacle to 
development in early development thought. It reduced the recipient countries’ 
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abilities to absorb aid, and it was an obstacle to the attempts to develop through 
industrialising. The latter problem was made particularly evident in the unbal-
anced development approach, with its emphasis on managerial skills and quali-
fications as a bottleneck resource to be nurtured and expanded to encourage de-
velopment (Hirshman 1958). 
The technical assistance - including the transfer of modern management knowl-
edge - has, however, been subject to a growing critique since the 70s (cf. Tan-
don 1973). This critique has grown particularly intense during the last decade. 
At the core of the critique are three major arguments (Arndt 2000, Berg 1993, 
Cassen et al. 1994, Forss 1988):  
(i) That technical assistance is supply driven. The recipient countries must ac-
cept what is offered and the way it is offered. It is remarked that this reduces the 
local ownership of the projects, and that this has negative consequences for the 
sustainability of the assistance given. 
(i) That donor organisations have an obsolete image of the levels of capabilities, 
skills and qualifications in the recipient countries. There is no longer the same 
lack of managerial and other skills. 
(iii) That the counterpart model for technical assistance is ineffective. It is ob-
served that attempts to transfer knowledge – including modern management 
knowledge – that have been based upon this model have had very few sustain-
able effects. It is even suggested that such attempts might, in fact, be counter-
productive to the development of an indigenous management resource in the re-
cipient countries.  

Reasons to assume that a transfer of modern management knowledge will 
remain an important part of development assistance 

It may be concluded that the observed ineffectiveness of transfer of modern 
management knowledge makes it a waste of scarce aid resources, and that it is a 
kind of development that soon will be abolished in assistance practices. The po-
sition in this study is, however, that there are a number of reasons to believe that 
it will remain an important element of the development assistance given to de-
veloping countries for a long time to come: 

A transfer of management knowledge supports efforts at industrialisa-
tion 

It can be argued that modern, industrial production has features that call for 
more advanced management capability than is the case with more traditional 
technologies: 
 (i) The high degree of division of work makes the co-ordination of activities a 
core managerial task (cf. Lawrence and Lorsch 1969). This task is also highly 
demanding because the manager must execute the co-ordinating process without 
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the specialist-skills and qualifications of the subordinates. (ii) Industrial enter-
prises have grown in size since the Industrial Revolution (cf. Hannah 1983). 
This adds to the managerial problems of co-ordinating factorised activities, be-
cause managers of large organisations cannot rely on a personal and charismatic 
leadership style (cf. Weber 1964). It is also part of the picture that managers 
must know how to practise remote leadership, i.e., how to reconcile the employ-
ees’ interests with the goals of the organisation without relying on personal con-
tact (cf. Adizes 1993, Churchill and Lewis 1983, Greiner 1972, Steinmetz 1969). 
Decision-making and administration are also more complicated in large organi-
sations than small ones (cf. Simon 1965). (iii) The mechanisation of production 
makes the capital needed to finance operations greater. This calls for advanced 
financial management skills to manage the acquisition and employment of capi-
tal. (iv) The Industrial Revolution has been defined as the result of a combina-
tion of science and capitalism (cf. Dillard 1967). This has resulted in a situation 
when common sense is no longer sufficient to understand the production proc-
esses, which means that management has a key strategic position when it comes 
to the design and introduction of production methods — and in co-ordinating the 
efforts of specialists who do not understand each other’s trades. (v) Industrial 
production is basically mass-production. This means that the local market will, 
sooner-or-later, be outgrown — and that the production must be sold on other, 
more distant markets. This calls for sophisticated forms of marketing manage-
ment. 
Harbison and Myers (1959) conclude in their seminal analysis of cross-cultural 
management differences that it is “in the logic of industrial development” that 
management is becoming a profession, based upon specialised capabilities — 
and that the access to managerial positions is increasingly based upon profes-
sional managerial skills and qualifications. The establishment of management 
schools and other kinds of institutionalised management training in the industri-
alised countries after industrialisation may be regarded as a response to this de-
mand for professional managerial skills and qualifications.3  
This postulated relationship between modern, industrial production and ad-
vanced management skills and qualifications is a main reason for a transfer of 
management knowledge as an element of the technical assistance given to de-
veloping countries. It functions as a support to attempts to increase productivity 
through investment in industrial production. 

                                                 
3A general trend is also that management training has grown more advanced to-
gether with the development of industrial production: in the beginning of this cen-
tury formal management training was very short, and subjects taught were rather 
simple (Engwall 1980). Contemporary management training at university level is, 
however, quite demanding and time consuming. 
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A transfer of management knowledge is a means to promote sustain-
ability of technology transfer projects 

The essence of the transfer of management knowledge element of the Western 
model for capital assistance is to promote the sustainability of the aid given. The 
local counterparts are expected to be able to take over and manage the technol-
ogy transferred in an effective and technology relevant way after the expatriate 
expert has left. The Swedish aid profile, with its emphasis on industry and infra-
structure – road construction, power supply and telecommunication in particular 
– makes such a sustainability-promoting purpose of a transfer of management 
knowledge particularly important. It is often a matter of investment in large sys-
tems demanding advanced management to be operated effectively.  

A transfer of management knowledge is part of the support given to 
the small-scale enterprise sector 

There has been a growing emphasis on the importance of the small-scale indus-
try sector in development aid since the 80s. Partly, this reflects the increased at-
tention given to the small-scale enterprises in economic thinking in general, 
partly it is motivated by the observation that large-scale enterprises in develop-
ing countries tend to be enclaves of modern technology with few links with the 
surrounding environment. Networks of local service firms and suppliers are 
slow to evolve, and the large-scale enterprises rely on an import of inputs, spare 
parts etc. from abroad (Anderberg and Englund 1987). The development of the 
small-scale industry is therefore seen as a key to the development of industry in 
general in the recipient societies. Both as a complement to the development of 
large-scale industry, and as a dynamic, development creating force in itself. The 
increased attention paid to small-scale industry is also motivated by the premise 
that the industrial sector must grow bottom-up – through the development of 
small-scale enterprises, and through the development of networks of such enter-
prises (Industribistånd 1986). 
A transfer of management knowledge is an important element in this small-scale 
industry support. It is considered as a means of making small-scale enterprises 
more productive and competitive.  

A transfer of management knowledge is a core element in rehabilita-
tion projects 

It grew increasingly clear in the 70s and 80s that many developing country en-
terprises operated below their installed capacity, largely because of a lack of 
foreign exchange to finance maintenance and reinvestments, but also due to 
mismanagement. This has made rehabilitation projects part of the development 
aid praxis (Anderberg and Englund 1987, Bistånd i blickpunkten 1985, Indus-
tribistånd 1986). A core element in such rehabilitation projects is a transfer of 
management knowledge.  



 12

The example of Asian success gives further impetus to a transfer of 
management knowledge 

It is argued that the development policies pursued by the Asian “tiger econo-
mies” should serve as a raw model also for other developing countries in their 
attempts to achieve development (Fasholé-Luke 1989, World Bank 1993). Two 
elements of these policies that have been emphasised in particular are the impor-
tance attributed to investments in modern, industrial production, and the export 
oriented industrialisation policy (cf. Adelman 2000, Berg 1987, Cassen 1994, 
Karlström 1996, Thorbecke 2000). This – together with the postulated need for 
an advanced management capability to manage modern, industrial technology 
effectively – is a reason to contend that a transfer of management knowledge is 
still very important as a support activity to developing countries’ attempts to de-
velop.  

A transfer of management knowledge is an element in the support 
given to public sector organisations 

In the wake of the structural adjustment policies launched in many developing 
countries, it was realised that there was a need for improved management in the 
public sector in these countries. The authorities and organisations – including 
the state-owned enterprises - had to be more effectively managed to reduce the 
state budget deficit. Part of the support given to the public sector is therefore 
devoted to the improvement of management in the state-owned enterprises (cf. 
Berg 2000).  

The growing attention to the need for private sector support adds to 
the need for a transfer of management knowledge  

Another experience in the wake of the structural adjustment policies is that de-
veloping country enterprises have difficulties competing with foreign enterprises 
in the newly opened economies. This is largely because they have been pro-
tected from competition by the import substitution and self-reliance oriented 
economic policies pursued in the past. This is a main reason why support to the 
private sector is needed as a means to encourage development in developing 
countries. And a transfer of management knowledge to improve the manage-
ment of the enterprises is a main element in such a private sector support.  
Yet another reason for the lack of positive responses to the improved macro-
economic conditions in many of the least developed countries is recognised to 
be the very small size of the industrial sector (Cassen 1994, Kragh et al. 2000). 
This adds to the importance of both capital investments in the private sector and 
a transfer of management knowledge to make these investments effective and 
sustainable. 



 13

The counterpart model will remain an important model for the transfer of 
management knowledge 

As mentioned above, the counterpart model has received increased critique in 
the development assistance discussion. The observed ineffectiveness of attempts 
to transfer management knowledge that are based upon this model has resulted 
in a search for alternative and more efficient instruments and models for such 
transfer. Three such alternatives are discussed in particular in literature (Berg 
1993, Forss et al. 1988): (i) Increased use of local or regional management con-
sultants. Apart from being less costly, local/regional experts are also believed to 
be more sensitive to the cultural features of the recipient countries. (ii) Reliance 
on short-term coaching assistance. It is suggested that the management institu-
tion must develop more-or-less by itself in the recipient societies to be sustain-
able and culturally appropriate. Donor country management personnel may 
serve as mentors in the development of the management institution in the recipi-
ent societies, but their involvement in operative management is restricted. (iii) 
Twinning arrangements. According to this approach, an institution in the donor 
country and one in the recipient country form a relationship. Training is carried 
out on a broad basis, involving almost all aspects of the functions of the institu-
tion. The idea is also that representatives of the two institutions meet and discuss 
problems as colleagues with common interests and common experiences.  
It may, however, be concluded that the counterpart model is not seriously chal-
lenged as an instrument for the transfer of modern management knowledge in 
development assistance. The twinning approach is presently receiving much at-
tention in development thinking. Some twinning projects have also been carried 
out in the public sector with generally good results. It is, however, noted that the 
approach is very costly, and that the inclination of enterprises in the private sec-
tor to take part in twinning projects is quite small. There are therefore reasons to 
assume that the counterpart model will – despite its flaws - remain an important 
model for the transfer of modern management knowledge in the foreseeable fu-
ture (cf. Berg 1993).  

Cultural sensitivity is crucial to the effectiveness of the transfer of modern 
management.  

The conclusion that the counterpart model will remain important as a model for 
the transfer of modern management knowledge points to the importance of im-
proving the effectiveness of transfer programmes based upon this model. Two 
means to do so that are discussed in literature are (cf. Arndt 2000, Bengtsson 
1996, Berg 1993, Dia 1996, Forss et al. 1988, Haaland 1989, Mothander 1996, 
Pareek 1990): (i) to give more weight to training and institution building in the 
terms of references for the aid projects – and a reduced emphasis on tangible 
outputs, and (ii) to enhance the cultural sensitivity of the donor country experts 
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who are responsible for the design and implementation of transfer of modern 
management knowledge programmes.  
The proposed need for cultural sensitivity in the design and implementation of 
transfer of modern management knowledge programmes to improve their effec-
tiveness is supported by conclusions made in literature on Japanese manage-
ment. It is concluded that the success of Japanese organisations in the world 
competition makes it self-evident that Western managers should try to learn 
from Japanese management and adopt Japanese management practices. It is, 
however, also concluded in literature that these practices have a cultural basis 
that is an obstacle to their acceptability in Europe and the USA. Ideas might be 
borrowed to enhance the competitive strength of Western enterprises, but it is 
necessary to adjust the management practices to fit the cultural features of the 
Western societies (cf. Dillon 1983, Morgan 1990, Pascale and Athos 1982). Ap-
plied to development aid, this recognition of the cultural basis of Japanese man-
agement practices as a reason to question their acceptability in “our” part of the 
world is a reason to question the (immediate) transferability of Western man-
agement practices to developing countries, because the cultural basis of Western 
management practices can be expected to restrict their acceptability in societies 
in other parts of the world. Likewise, the conclusion that Japanese management 
practices must be adjusted to fit the cultural features in “our” part of the world 
points to the need for adjustments also when management practices that work 
and fit in the West are transferred to Third World countries. 
In addition to this, the cultural relativity of management practices is a core issue 
in cross-cultural management research. Well-known proponent of the standpoint 
that management practices have a cultural basis, and that this restricts their 
transferability from one society to another, are, amongst many other, Haire et al. 
(1963), Hofstede (1984) and Trompenaars (1985).  

Research problems 

As mentioned above, substantial sums of aid money are spent every year on at-
tempts to transfer modern management knowledge to developing Third World 
countries. The counterpart model is central to these attempts. This model that 
has been subject to increasing criticism during the last decades. It is observed 
that attempts to transfer management knowledge based upon the counterpart 
model have not been very successful. One possible conclusion is therefore that 
the model shall be abandoned all together, since experiences have shown it to be 
ineffective. This study is, however, based on the opposite conclusion: that there 
are reasons to believe that the counterpart model will remain a core model for 
transfer of management knowledge for a long time. Not least since there is a 
lack of alternatives. This points to the importance of improving the effectiveness 
of the transfer based upon this model, rather than to give up and abandon it.  
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It is held that the observed lack of sustainable effects of transfer of modern man-
agement knowledge programmes has cultural reasons. Modern management 
knowledge has a cultural basis that constrains its transferability to developing 
countries. It is also proposed that the development of a cultural sensitivity with 
the expatriate managers who are employed to design and implement transfer of 
modern management knowledge programmes is crucial to the effectiveness of 
such programmes. This proposition is supported by conclusions made in litera-
ture on Japanese management and cross-cultural management research. An ad-
justment of modern management practices to make them more acceptable in the 
recipient countries is considered to be a key to improved effectiveness of trans-
fer of modern management knowledge programmes.  
The need for adjustments of modern management practice to make them more 
culturally appropriate and acceptable in Third World countries is of growing 
importance also outside a development assistance context. Because it is part of 
today’s globalisation process that Third World countries grow increasingly inte-
grated in an international system of work division. They offer business opportu-
nities that enterprises in the West may want to take advantage of through the es-
tablishing of production units. This calls for an awareness of the need for an ad-
justment of the modern management practices that are introduced and applied in 
these production units so that their acceptability is improved. 
An understanding of the cultural relativity of modern management knowledge, 
and how this relativity confines the immediate transferability of the knowledge 
to developing countries, is crucial to the rationality of the adjustment of man-
agement practices. Not least since such an understanding can be assumed to 
make the need for adjustment evident and understandable. 
It is also part of the picture that a transfer of modern management knowledge is 
a process, during which the local managers are expected to gradually accept and 
endorse the management practices and the logic behind these. This is made par-
ticularly evident in the counterpart model, when the knowledge behind modern 
management practices is conveyed through a continuous on-the-job training 
process. But the process image can be assumed to be basic to all attempts to 
transfer modern management knowledge. What is acceptable in the beginning of 
such an attempt may differ from what is acceptable later on, when the local 
managers – and employees – are more familiar with modern management prac-
tices and the logic behind these. This points to the importance of regarding the 
adjustment as a process that needs management to be carried out in an efficient 
way.  
From this perspective, three research problems stand out as important to analyse 
and discuss: what constitutes the cultural basis of modern management knowl-
edge, how does this basis constrain the transferability of the knowledge to de-
veloping countries, and how shall the adjustment process be managed.  
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Purpose 

The main purpose of this study is to develop a perspective on modern manage-
ment knowledge as a cultural phenomenon that contributes to the understanding 
of why and how the cultural basis of this knowledge confines its transfer to 
Third World countries. 
The sub-purposes are  
 to discuss the implications of the developed perspective for the design and 

implementation of transfer of modern management knowledge programmes 
based upon the counterpart model, and   
 to discuss implications of the perspective developed for cross-cultural man-

agement research, with a particular focus on cross-cultural management research 
that deals with management of enterprises in developing countries.  
The main purpose and the ambition to contribute to the development of the pro-
grammes for transfer of modern management knowledge to Third World coun-
tries are motivated by the research problems presented above. The second sub-
purpose is motivated by theory-developing reasons. Cross-cultural management 
research is a continuing discourse on reasons for differences in management 
practices in different societies. An analysis of the cultural reasons for difficulties 
occurring when management practices that “fit and work” in the West are trans-
ferred to Third World countries offers an opportunity to contribute to this dis-
course, and in particular so to the field of cross-cultural management research 
that deals with management of enterprises in developing countries. Today’s 
globalisation process is, as mentioned above, also providing this field of cross-
cultural management research with extra actuality and relevance. 
With the three purposes above in mind, the research questions guiding the study 
are: (i) What problems occur when attempts are made to transfer modern man-
agement knowledge to developing countries? (ii) How can these problems be 
analysed in terms of cultural clashes? (iii) What are the reasons for the cultural 
clashes occurring? (iv) What are the implications of the findings for cross cul-
tural management research? (v) What are the implications for the design and 
implementation of effective transfer of modern management knowledge pro-
grammes? 

Constraints 

The focus in this study is on problems occurring when Swedish managers at-
tempt to transfer Swedish modern management knowledge to Third World coun-
tries, but it is believed that the analysis has a bearing also for the transfer of 
modern management knowledge from other Western donor countries: Swedish 
modern management knowledge is held to be a variant of a more general West-
ern modern management knowledge. There may be some particular Swedish 
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“twists”, but these are considered to be of minor importance when the applica-
bility of modern management knowledge in Third World societies is studied and 
analysed. 
By extension, the study is intended to contribute to the cultural sensitivity of do-
nor country managers who are hired to design and carry out transfer of modern 
management programmes based upon the counterpart model. Such cultural sen-
sitivity is proposed to be of crucial importance for the effectiveness of transfer 
of modern management knowledge programmes in the discussion of the coun-
terpart model. The development of the requested cultural sensitivity includes 
two separate, yet interrelated problems: (i) the development of a cultural self-
awareness, and (ii) the development of an awareness of the cultural features of 
the recipient societies. The focus in this study is on the first of these two prob-
lems. It is assumed that an important step in the development of a cultural sensi-
tivity is to become aware of the cultural relativity of one’s own thinking and be-
haviour. Such a cultural self-awareness opens up for a cultural sensitivity in a 
more general sense. In particular, it is assumed that a cultural self-awareness 
with Swedish management personnel hired for the design and implementation of 
transfer of modern management knowledge programmes opens up for the recog-
nition of the need for adjustments of management practices introduced in such 
programmes. The development of an awareness of the cultural features of the 
recipient Third World societies is not focused on in this study. This delimitation 
of the research task is made primarily for workload reasons: cultural analysis is 
a demanding task, and the task is made even more demanding by the cultural 
hetereogeneity of Third World societies. The analysis of the cultural features of 
each recipient society is considered to demand its own study to be carried out in 
a meaningful and valid way. It is therefore necessary to confine the task to make 
it manageable.  
It is assumed that modern, industrial production has certain features that demand 
corresponding management practices. There may be other variants of modern 
management practices than the implied industrialised variant. Modern manage-
ment practices applied in public sector organisations may, for instance, reflect 
features that are different from those in the industrial sector. This points to a de-
limitation of the purpose: modern management knowledge is – in this study – 
primarily seen as a body of knowledge that has emerged as a response to mana-
gerial problems in the industrial sector, and the study is primarily a search for 
the cultural basis of this variant of modern management knowledge. This delimi-
tation is primarily motivated by the emphasis placed on investments in modern 
industrialised technology as a path to development, and by the growing impor-
tance placed on the need for private sector support in contemporary develop-
ment thought. But it is also motivated by workload reasons. A transfer of man-
agement knowledge is an important part of the public sector support given to 
developing countries. An analysis of the cultural basis of the modern manage-
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ment knowledge that is applied in the public sector is, however, judged to re-
quire a separate study with a separate frame of reference. It is therefore left to 
others to carry out. 

Disposition of the study 

The study is carried out in a number of subsequent steps (cf. figure 1). In chap-
ters 2 and 3, the theoretical perspective of the study is developed. In chapter 2 a 
literature review is made to find out about the state of art of the field of cross 
cultural management research – what the main issues discussed are and what the 
main research approaches are. In chapter 3 the frame of reference of the study is 
developed around what is considered to be the core concepts of the study: cul-
ture, management, management knowledge, and modern management knowl-
edge.  
In chapter 4, the research strategy of the study is developed, based on both 
methodological and practical considerations.  
In chapters 5 to 8 and appendix 1, a step-wise search for elements of the cultural 
basis of modern management knowledge is carried out. This search is guided by 
the belief that modern management knowledge is a body of knowledge with dif-
ferent “layers”: an explicit layer of theories and ideas conveyed in management 
literature, a more implicit layer of normative message behind these theories and 
ideas, and an even more implicit layer of culture-contingent assumptions. The 
first step is taken in chapter 5, when management literature is reviewed in search 
of different normative messages conveyed in management training. A second 
step is to develop a pre-understanding of problems/cultural clashes occurring 
when management practices based upon these normative messages are intro-
duced and applied in developing countries. This is done in chapter 6. A third 
step is the gathering of information on problems occurring in five different cases 
when attempts have been made to transfer modern management knowledge to 
developing countries. These cases are presented case-by-case in appendix 1. A 
cross-case comparison and analysis is then carried out in chapter 7 in search for 
implicit assumptions questioned when modern management practices based 
upon the normative messges are introduced and applied in developing countries. 
A whole swarm of such implicit assumptions is identified in that way.  
In chapter 8 the analysis is carried one step further through a search for a pattern 
in the assumption swarm identified. Eventually, a paradigm of implicit basic 
assumptions, attached to different images of management-relevant phenomena is 
identified. Different environmental conditions that make these basic assump-
tions appear valid in Western industrialised societies, but questionable in devel-
oping Third World countries, are also identified. These environmental condi-
tions are labelled corroborating conditions.  
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In chapters 9 and 10 the theoretical and practical implications of the developed 
knowledge are discussed. The implications for cross-cultural management re-
search are discussed in chapter 9. In a late stage of the research process, it was 
recognised that the perspective developed had much in common with the institu-
tional approach to management. Implications for this field of research are also 
discussed in chapter 9. The implications for the design and implementation of 
transfer of modern management knowledge programmes are then discussed in 
chapter 10.  
All the cases in the study were implemented a couple of decades ago. This elic-
its the question whether the data gathered is obsolete by now. This obsoleteness 
question is discussed in chapter 11, together with afterthoughts concerning the 
research strategy employed. Suggestions for further research are also presented 
in chapter 11. 
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Figure 1: The disposition of the study  
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2 Approaches and arguments in cross-cultural man-
agement literature 
A first step in the research proceedings was to make a review of cross-cultural 
management literature. It was soon realised that a complete review of literature 
dealing with cross-cultural management issues is a Herculean task. The number 
of books and articles of relevance is immense – and steadily increasing. Prior to 
the 1960s, cross-cultural management studies were still relatively few in number 
(Drenth 1985), but when Roberts (1977) made a literature review in 1970, she 
found more than five hundred different books and articles of relevance for cross-
cultural management. Today, the number of relevant works is even greater. Ac-
cording to Warner (1985) there are over a thousand empirical studies on man-
agement and culture. Adler (1983) found in her study that there is a constant in-
crease in the number of cross-cultural management articles in the most promi-
nent management related journals, and Lammers and Hickson (1979) foresee 
that this kind of study is only beginning to gain momentum. This means that a 
review of the literature must be quite selective. 
The review of cross-cultural management literature also revealed that: 
(i) There are a number of cross-cultural studies which are particularly influen-
tial. These studies are often quoted in the body of cross-cultural management 
literature as a whole, and included in anthologies dealing with cross-cultural 
management. They may be regarded as comprising the core of the received the-
ory in the field, and, as such, they are studies that “must” be read prior to a study 
about cross-cultural management issues. The literature review was basically a 
review of these, more influential cross-cultural management studies. But a few 
“outsiders” are also included, because they were considered of relevance for this 
particular study. 
(ii) The research field is quite heterogeneous. Different approaches are used to 
search for cultural differences, and the findings of this research are used as ar-
guments in a number of continuing discussions. 
The aim of this chapter is to present the major approaches employed in cross-
cultural management research, and also the major arguments presented. 

Major approaches employed in the search for cross-cultural differences 

It was evident from the review that different researchers search for cultural dif-
ferences in different “places”: some researchers search for cultural variations “in 
the mind-set” of managers; other researchers search for cultural variations in 
managerial behaviour or in environmental conditions that make managerial be-
haviour differ from society to society. 
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In all, five major research approaches may be identified: the attitudinal ap-
proach, the managers’ needs approach, the perceptual approach, the managerial 
behaviour approach, and the environmental contingencies approach. 

The attitudinal approach 
A common approach in cross-cultural management research is to search for dif-
ferences in attitudes, i.e., the feelings managers from different societies appear 
to have about different management relevant issues. The belief sustaining this 
approach is that all behaviour has its origin in attitudes. It is also understood that 
certain (modal) attitudes4 are part of the cultural legacy in a society. 
Researchers have measured and discussed cultural differences in the attitudes to 
the capabilities of subordinates (Haire et al. 1966), to the values of professional 
merits and achievement (Hofstede 1986, McClelland 1961), to co-operation in 
general (Fayerweather 1977), to authoritarianism in leadership behaviour (Haire 
et al. 1966, Hofstede 1986), to planning and analytical thinking in managerial 
decision-making (McClelland 1961, Negandhi 1979), to innovation vs. tradition 
(Fayerweather 1977), to uncertainty (Hofstede 1986), to the making of business 
agreements with strangers (Fayerweather 1977, McClelland 1961), to the virtue 
of honesty in business (Fayerweather 1977), to businessmen (Fayerweather 
1977), to the importance of time-discipline and punctuality (Fayerweather 1977, 
Guy and Mattock 1993), to the conflict between traditionally masculine and 
feminine values (Hofstede 1986), to “virtue” (Hofstede and Bond 1988), and to 
different life goals (Barret and Ryterband 1972). 

The managers’ needs approach 
Another approach that has been used to search for cultural differences in the 
mind-set of managers from different societies is to search for differences in 
needs and needs-structures. The basic idea is that psychological needs are the 
driving force behind managerial behaviour, and that differences in managerial 
behaviour are the results of differences in the needs of managers. 
Researchers have searched for and analysed differences in the needs of 
achievement, affiliation and power (Hofstede 1986, McClelland 1961), needs 
according to the Maslowian needs hierarchy model (Blunt 1983, Haire et al. 
1966, Hofstede 1986), “the general motivation theory developed by US indus-
trial psychologists” (Sirota and Greenwood 1977), and Herzberg’s two-factor-
theory (Hines 1973). 

                                                 
4 Sometimes, a distinction is made between attitudes and values (cf. Hofstede 1986, 
Adler 1991). The general idea is, however, the same: the behaviour of human be-
ings has its origin in “feelings”.  
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The perceptual approach 
A third approach is to search for differences in the way managers in different 
societies perceive reality and phenomena in reality. The idea is that managerial 
behaviour is motivated by cognitive models, and that these models are culture 
contingent. The ways different phenomena are perceived are building blocks in 
such models. Some phenomena that have received particular attention as causes 
of cross-cultural management differences are: 
The image of the organisation (Haire et al. 1966, Hofstede 1986, 1991, Laurent 
1985, Lewis 1997, Trompenaars 1997, Whitehill 1972). 
The image of management and authority (Haire et al. 1966, Harbison 1959, 
Hofstede 1986, Fores and Clark 1975, Foy and Gadon 1979, Lewis 1997, Trom-
pennars 1997).  
The image of time (Child 1986, Hall 1959, Lewis 1997, Redding and Martyn-
Johns 1979, Trompenaars 1997), including “the sensitivity in viewing future 
events” (or probability) (Redding and Martyn-Johns 1979). 
”The view of cause and effect relationships and some form of abstraction” (or 
causality) (Redding and Martyn-Johns 1979). 
The image of the individual, including the image of the employee (Child 1986, 
Haire et al. 1966, Hofstede 1986, Redding and Martyn-Johns 1979, Trom-
penaars 1997). 
The image of the position of human beings vis-à-vis nature (Child 1986, Trom-
penaars 1997). 
It is possible to identify two variants of the perceptual approach in cross-cultural 
management research: (i) the single phenomenon approach, that focus on one 
management relevant phenomenon at a time and discuss cross-cultural differ-
ences in how that phenomenon is perceived – and the consequences of these dif-
ferences for management in different cultural settings, and (ii) the world view 
approach, that discuss differences in perceptions – and their managerial conse-
quences - in a more comprehensive world-view perspective. Culture contingent 
differences in the images of a number of phenomena in the reality are regarded 
as the cultural basis of management and managerial behaviour.  
Redding and Martyn-Johns (1979) present the latter world-view approach as 
“new and promising” in cross-cultural management research, and an approach 
that opens the way for new insights in this field of research. They conclude their 
study with a call for cross-cultural management research with this approach. 
Their own analysis is seen as highly explorative and speculative, and more re-
search is needed to further knowledge of cross-cultural management differences 
and problems. 
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It is also part of the picture that Redding and Martyn-Johns base their analysis 
on the classical world-view model presented by Kluckhohn and Strodtbeck 
(1961). Others have suggested that there is a need for a more open approach 
when the elements comprising the management relevant world-view is searched 
for (cf. Hofstede 1984, Lewis 1997, Shein 1997, Trompenaars 1985).  

The managerial behaviour approach 
A fourth major branch of cross-cultural management research deals with differ-
ences in managerial behaviour in different countries. Researchers have com-
pared managerial planning and decision-making practices in different societies 
(Bass 1972, Child and Kieser 1979, Heller and Wilpert 1979, Negandhi 
1979,1985, Pascale 1978), and managerial leadership practices in different so-
cieties (Negandhi 1985).  

The environmental contingencies approach 
A fifth approach in cross-cultural management research has been the search for 
differences in environmental conditions that explain differences in managerial 
behaviour and efficiency. Farmer and Richman (1965) search for differences in 
educational variables, sociological-cultural variables, political and legal vari-
ables, and economic variables, which inhibit managerial efficiency in different 
societies. Negandhi (1979, 1985) focus on (i) conditions for competition, (ii) 
ownership contingencies, (iii) governmental interference, (iv) the control of im-
ports of raw material, machinery, foreign exchange etc., (v) the lack of experi-
ence in the delegation of authority, (vi) inflation, and (vii) political stability and 
instability, as contingencies explaining differences in managerial behaviour and 
decision-making. Fayerweather (1977) derives differences in managerial behav-
iour from (i) the relative scarcity of resources and (ii) the relative dominance or 
non-dominance of large-scale enterprises in the economy. Oberg (1963) analy-
ses differences in managerial behaviour in terms of differences in the problems 
managers in different societies face. 

Major discussions in cross-cultural management research 

The research on cross-cultural management differences is presented here as ar-
guments found in on-going discussions. Four major discussions may be identi-
fied in the bulk of cross-cultural management literature – all of which have a 
bearing on the question of the transferability of management knowledge to de-
veloping countries. 

The management-as-an-economic-factor discussion  
The problems of economic development and non-development received much 
attention in the wake of World War II. It has been suggested that development 
theory was borne in the late 1940s and the beginning of the 1950s (Hettne 
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1982). This theory is multi-disciplinary: the issue of what creates and sustains 
economic development is approached in numerous and different ways. 
One approach has been to regard management as an important force behind eco-
nomic development (cf. Harbison and Myers 1959, Hirschman 1971, Hofstede 
and Bond 1988, England et al. 1979, Farmer and Richman 1965, McClelland 
1961, Negandhi 1979,1985). Since management is identified as an crucial eco-
nomic factor, it is also concluded that it is important to improve management 
capabilities in developing countries. The question is how to achieve this. One 
way suggested is the strengthening of the entrepreneurial spirit of businessmen 
and managers in developing countries, either by programmes for strengthening 
the need for achievement (cf. McClelland 1969, McClelland and Winter 1969), 
or by directing aid resources to the existing “bourgeoisie” (Hydén 1983). 
Another way to enhance management capabilities in developing countries is to 
introduce modern management practices and knowledge. Again, the question is 
how to do this. One may identify a certain development of the image of the 
transferability of modern management practices from industrialised to develop-
ing countries: in the 1950s and 1960s, a transfer of management knowledge was 
considered a relatively straightforward and simple task. The modernisation 
paradigm reigned in development theory and it was held that management prac-
tices employed in the most advanced economies were the most advanced and 
effective too. Hence, it was concluded that economic development could be en-
couraged in developing countries by the introduction and application of modern 
management practices (US management practices par preference). This led to 
programmes for technical assistance, where Western managers were hired to 
introduce and apply their professional skills and experience in developing coun-
tries. 
As mentioned in the introduction, this approach has received increasing criti-
cism during recent decades. A transfer of management knowledge is still con-
sidered both important and necessary to encourage economic development in the 
Third World. But it is also recognised to be a more complicated and enduring 
task than was expected when the modernisation paradigm inspired analysis. It is 
recognised that the conditions in the recipient countries must be accounted for if 
the transfer is to be effective. Programmes for the transfer of management 
knowledge must be designed with a great deal of cultural awareness, and with 
much sensitivity to prevailing economic and environment conditions (cf. Berg 
1993, Blunt, Richards and Wilson 1989, Child 1991, Gerschenberg 1987, Go-
lembiewski 1991, Hope and Armstrong 1980, Jones 1986,1989, Kiggundu 1986, 
Pareek 1990). 

The convergence vs. culture-specific discussion  
Another major discussion in cross-cultural management knowledge is the con-
vergence vs. culture specific discussion. It is debated whether management prac-
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tices are growing more similar internationally, or if differences in cultural fea-
tures are so strong that management practices will forever remain different. 
Underlying the convergence thesis is the idea that there is a particular logic of 
industrialisation. It is argued that industrialised production generates imperatives 
of economic and technological nature, and that these are forces that steadily 
mould the development of industrial enterprises into a common pattern. This is 
considered to be a process that happens regardless of political, ideological and 
cultural features in the societal context in which industrialisation takes place (cf. 
Fayerweather 1977, Galbraith 1969, Kerr et al. 1960). 
Several cross-cultural management researchers have questioned the convergence 
thesis, primarily on the basis of empirical research findings. It has been found 
repeatedly that there are differences in the way managers from different socie-
ties think (Blunt 1976, Hofstede 1986, Laurent 1983, 1986, Redding and Mar-
tyn-Jones 1979, Trompenaars 1997), behave (Negandhi 1979,1985), and in the 
problems they deal with as managers (Bass 1972, Oberg 1963). These differ-
ences in managerial thinking and behaviour are shown to differ between socie-
ties that are quite similar in industrial and economic development (cf. Child and 
Kieser 1979, Laurent 1983, 1986). Hence, it is concluded that the appropriate-
ness of management practices is culturally determined, and that this restricts the 
international scope of management practices, as well as the transferability of 
management knowledge from one society to another. 
This culture specific thesis has also been criticised in the discussion of the cul-
tural relativity of management principles. For one thing, it is concluded that 
similarities are more prominent than differences, and that “modern” manage-
ment principles may therefore be expected to be international in scope (cf. Sirota 
and Greenwood 1977). It has also been argued that the observed differences may 
not have a cultural basis. They can be explained by common organisational the-
ory variables. It is therefore suggested (a) that the convergence vs. culture spe-
cific question should be reformulated to be a question of a culture-specific ver-
sus culture-free or contingency argument, and (b) that research should be aimed 
at the search for differences in management practices that cannot be explained 
by technical, economic or other normal contingencies (cf. Child and Kieser 
1979). 
The culture concept is also criticised for its lack of explanatory power when it 
comes to cross-national differences in business practices: culture “pervades eve-
rything and therefore explains nothing” (Hamilton and Biggart 1988, p87). It is 
therefore suggested that a comparative study of business practices, organisation 
features, and management should be pursued from a political economy approach 
instead. Such an approach emphasises that firms are elements of networks of 
institutionalised relationships, emerging over time and through concrete histori-
cal events. The type of firms, and the management and business practices in 
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general, which evolve in a society reflect the embeddedness of firms in networks 
of institutionalised relationships. These networks differ from society to society. 
The discussion continues, however, about the consequences culture has for ap-
propriate management practices in different societies. The contingency argu-
ment has received some support: the organisational context, company size and 
career success are, for instance, found to be more important predictors of varia-
tions in manager’s value systems than culture or national context (England 
1979). But generally speaking, the main body of cross-cultural management re-
search is devoted to a search for culture-specific aspects of management prac-
tices in different societies (cf. Hofstede 1986, 1991, Laurent 1983, 1986, Lewis 
1997, Trompenaars 1997). 

The cultural cluster discussion 
The search for cultural differences has resulted in a discussion about cultural 
clusters. It is suggested that groups of societies belong together, and share the 
same basic cultural features. This has, of course, important bearings on the 
transferability of management knowledge from one cluster to another.  
The discussion started with the identification by Haire et al. (1966) of a number 
of cultural clusters. Other studies have resulted in approximately the same clus-
tering of countries (Hofstede 1986, Laurent 1983,1986, Sirota and Greenwood 
1977). It is concluded that this is of importance for the transferability of man-
agement knowledge. Management practices that work and fit in one cultural 
cluster may not be appropriate in another.  
This conclusion has, however, been questioned in the on-going discussion. It is 
argued that there may be cultural specific differences in management practices 
and attitudes, but that these differences do not follow the cultural clusters out-
lined (Bass and Ryterband 1982, Heller and Wilpert 1979). It has also been ar-
gued that the similarities are more important than the differences, and that this 
makes managerial practices international in scope (Sirota and Greenwood 1977). 

The discussion on the cultural relativity of the management style  
The appropriateness of different management styles has been a core debate in 
management theory in general for a long time. This debate has also spilled over 
into cross-cultural research - with different and contradictory conclusions.  
At the centre of the debate is the distinction between the democ-
ratic/participative management style and the authoritarian/ directive manage-
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ment style.5 It is argued that the democratic/participate management style is the 
“best”, and that it is universally applicable (Likert 1963, Mouton and Blake 
1970). There are, however, research findings that refute this universal applica-
bility hypothesis. These findings imply rather that the appropriate management 
style varies from society to society (Child and Kieser 1979, Fayerweather 1977, 
Foy and Gadon, 1976, Fores and Clark 1975, Haire et al. 1966, Harbison 1959, 
Heller and Wilpert 1979, Hofstede 1986, Laurent 1985, Negandhi 1979,1985, 
Redding and Martyn-Johns 1979, Trompenaars 1997, Williams et al. 1966).  
It is concluded that the cultural features of different societies call for different 
management styles: “It is increasingly clear that not all cultures prefer to have a 
democratic supervisor; some actually prefer a more autocratic form of su-
pervision and more passive subordinates” (Bass and Barret 1982, p 558). A 
transfer of a leadership technique from one country to another “must take into 
account the values, beliefs, attitudes, and motives of the people in the recipient 
country. For example: a participative leadership style may be effective in a cul-
ture whose values and beliefs are democratically oriented, but it may be wholly 
unworkable in a culture that respects authority and paternal influence” (Phatak 
1989). 
Others have come to the conclusion that it is necessary to make a distinction be-
tween what is expected and what is preferred - and that a participative manage-
ment behaviour is actually preferred by subordinates worldwide, even if they 
may be forced to accept an authoritarian management (cf. Abramson 1972, Ne-
gandhi 1979). The discussion proceeds.  

The lack of precise definitions adds to the heterogeneity of the field 

An important feature of the research field is that there is a general disagreement 
on the meaning of the two core concepts “management” and “culture”. A defini-
tion of “management” that is used in cross-cultural management research is to 
see it as a set of functions á la Fayol, i.e., as planning, organising, co-ordinating, 
commanding, controlling etc. (cf. Farmer and Richman 1965, Redding and Mar-
tyn-Johns 1979). In other cross-cultural management studies management is 
substituted for management style or managerial decision-making – or simply 
what managers do when they manage.  
It is also part of the picture that the culture-concept is often not precisely defined 
or discussed in cross-cultural research (cf. Dowling and Schuler 1990). Very 
often the culture concept is substituted for national origin and treated as a resid-
                                                 

5Tannenbaum and Schmidt (1958) operationalise and elaborate the management 
style distinction by identifying four different styles: (1) telling, (2) selling, (3) con-
sulting, and (4) joining (i.e. participating). Hofstede and Sadler (referred to in Barret 
and Bass 1982) use these four types of management styles to search for differences 
in the preferred and perceived management styles in different countries. 
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ual variable, explaining differences that cannot be explained by “normal” con-
tingency-variables. England and Negandhi remark that it “appears that culture, 
although used as an independent variable in most cross-cultural management 
studies, has an obscure identity and often is used as a residual variable” (Eng-
land et al. 1979, p188). 

The perceptual approach is chosen for this study  

As shown, it has been repeatedly observed in cross-cultural management re-
search that management practices differ from society to society – also between 
societies that are quite similar in economic development. What is culturally ap-
propriate in one society may be culturally inappropriate in another, depending 
on differences in cultural features. This gives impetus to the importance of cul-
tural sensitivity in transfer of modern management knowledge programmes.  
A problem when the cultural basis is to be accounted for is, however, that the 
received theory in the field of cross-cultural management research is quite het-
erogeneous. The core of the research field consists of a number of continuing 
discussions, and arguments presented in these discussions are based upon find-
ings from research endeavours employing different research approaches.  
The choice of approach for this study is motivated by Redding and Martyn-
Johns’ call for more studies dealing with the world-view variant of the percep-
tual approach in order to develop this approach further. But it is also part of the 
motivation behind the choice of research approach that the perceptual approach 
is closely related to the cognitive approach to management and organisational 
research – it is part of the cognitive approach – and that the cognitive approach 
is a “research frontier” at the moment (cf. Hellgren and Löwstedt 1998, Luk-
kanen and Sevón 1998, Sims and Gioia (ed.) 1986). The perceptual basis and the 
cognitive basis of modern management knowledge are used as synonymous 
concepts in this study, although it is recognised that the cognitive approach em-
braces more than just perceptual differences. 
The interest in cognitive matters is not new. It has deep historical roots in the 
behavioural and social sciences – including in management thought. But it is 
noted that the approach has had an “explosive growth” in management and or-
ganisation theory in the 1980s and the 1990s (Lukkanen and Sevon 1998). This 
recent interest in cognition in management and organisation theory is due partly 
to the importance of the organisation culture approach (cf. Gioia and Sims 1986, 
Hellgren and Löwstedt 1998). The analysis of the cognitive aspects of culture is 
an established research approach in cultural and anthropological research (cf. 
Daun 1989, Kluckhohn and Strodtbeck 1961), and there is an increased em-
ployment of such established approaches also in organisation culture research 
(cf. Müllern 1994, Shein 1997). Partly, the interest is encouraged by the atten-
tion paid to cognition in psychology and social psychology (Walsh 1995). Re-
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search findings in these disciplines are recognised to be of importance also for 
managerial and organisational decision-making. Partly, the interest in the cogni-
tive approach is a development of certain core ideas in management and organi-
sation theory. The works of Simon (1965), Cyert and March (1963), and Weick 
(1969) are mentioned in particular in background descriptions of the cognitive 
approach to management and organisation studies. Finally, it is suggested that 
the recent interest in the cognitive aspects of management and organisation may 
be a reaction to the deterministic management and organisation approaches in 
the 1970s (cf. Hellgren and Löwstedt 1998, Lukkanen and Sevón 1998, Strati 
1998).  
One feature of the recent vogue for cognitive research is that it does not focus on 
single phenomena and how these are perceived. It is rather characterised by a 
search for structures of perceived phenomena and how these relate to action. 
Apart from this common denominator, it is an approach that is characterised by 
great heterogeneity, not least since different researchers have developed differ-
ent concepts to capture and discuss the cognitive roots of managerial and organ-
isational decision-making. Some concepts employed are, for instance, paradigms 
(Schein 1997), mental maps (Weick and Bougon 1986), scripts (Gioia 1986), 
schemas (Lord and Foti 1986, Walsh 1995), belief structures (Walsh 1988), 
mental models (Klimoski and Mohammed 1994), and implicit theories (Downey 
and Brief 1986).  
The concepts chosen in this study are “implicit assumption” and “paradigm”. 
Differences in managerial thinking and behaviour in a cross-cultural comparison 
are believed to have their roots in differences in implicit assumptions about 
management relevant phenomena, and modern management knowledge is be-
lieved to be based upon a paradigm composed of such implicit assumptions.  

There is a need for explicit definitions of the core concepts  

The heterogeneity of cross-cultural management research stems partly from the 
disagreement on the meaning of the terms “management” and “culture”. Of par-
ticular importance for the present study is that the concepts of management 
knowledge and modern management knowledge are seldom addressed in a di-
rect way in the cross-cultural management literature reviewed. Comparisons of 
management practices in different societies are legion, but the motives for these 
practices – i.e., their knowledge bases – are rarely addressed.  
The general lack of definitions of the meaning of “management”, “management 
knowledge”, “modern management knowledge”, and “culture” in cross-cultural 
management theory is interpreted as a call for explicitness in these respects. The 
frame of reference developed for this study is therefore primarily intended to 
discuss and define these concepts, and how they are related to each other. 
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3 On culture and management 
Generally speaking, a frame of reference may be depicted as a filter, through 
which the “blooming and buzzing reality” is perceived and subsequently ana-
lysed. The frame of reference of a study consists of definitions of concepts used 
and relations – observed and/or hypothetical – between these concepts.  
This study is based on the belief that a transfer of management knowledge is an 
important element of the development assistance given to the developing coun-
tries, and that it will remain an important element for a long time. Primarily be-
cause the introduction of modern technology is an important part of the devel-
opment efforts of developing countries, and such technology is assumed to de-
mand modern management practices to be effectively managed. But it is also 
assumed that modern management knowledge has a cultural basis that restricts 
its immediate transferability to other societies with other cultural and environ-
mental features. It is proposed that an awareness of cultural relativity of the 
management knowledge that is transferred is a is a key to successful transfer of 
modern management knowledge programmes – including an openness to the 
need for adjustments of management practices to make these more compatible 
with conditions in the recipient countries. This makes culture, management, 
management knowledge and modern management knowledge the core concepts 
of the study. The frame of reference is therefore developed around these core 
concepts – and the relationship between them. 

On this thing called culture 

The concept of culture has a long history in social sciences. It is central to such 
disciplines as anthropology and ethnology, and to all kinds of cross-national 
comparisons. The precise definition of the concept is, however, much disputed 
(cf. Dowling and Schuler 1990, Hall 1977). In a now classic review, Kluckhohn 
(1951) identified 250 different definitions of culture – and the number is proba-
bly even higher today. This heterogeneity spills over into the field of cross-cul-
tural management research. Ajiferuke and Boddewyn (1979, p 26-7) summarise 
the situation, saying that culture “is one of those terms that defy a single all-
purpose definition, and there are almost as many meanings of culture as people 
using the term.”  
Most basically, culture may be regarded as a construct, created to express the 
empirical observation that people in different societies have different ways of 
life, and even appear to think and perceive things in different ways. In cultural 
theory, attempts are made to describe and analyse these different ways of life. 
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The roots of culture can be traced to features of the human brain  
Like all living organisms, human beings depend on the environment for energy 
input, and must find ways to shelter themselves from the forces of nature. The 
ability to adapt to environmental conditions is therefore central to the ability to 
survive – both as an individual and as a species. 
A fundamental assumption in cultural theory is that the adaptation of human be-
ings to the environment is different and more complex than is the case with 
other animals. This uniqueness of adaptation to environmental conditions is also 
considered to rest on certain features of the human brain. In particular, it is as-
sumed that abilities to learn and to communicate with fellow human beings are 
central in the adaptation to environmental conditions. Nature has endowed hu-
man beings with these abilities to a degree unmatched by other animals through 
the development of certain features in the construction of the human brain (cf. 
Deacon 1990, Dixon 1990, Hastrup and Ovesen 1982, Ovesen 1977). 

Adaptation through learning is an alternative to genetic feedback ad-
aptation 

In general terms, the adaptation to environmental conditions is a matter of feed-
back and learning from feedback. It is also possible to identify two different 
kinds of feedback, through which adaptation to the environment takes place 
(Harris 1980): the genetic feedback loop and the extra-genetic feedback loop. 
Instincts are central to the genetic feedback loop. Instincts determine more or 
less precisely the behaviour of the individual. They have their origin in the genes 
of the individual: single individuals may be regarded as “carriers” of genes, and 
therefore predisposed to certain patterns of and actual behaviour. Through the 
process of natural selection, individuals with genes generating more appropriate 
behaviour tend to have a better chance in the struggle for survival. This will, in 
the long run, mean that genes that predispose the most appropriate behaviour 
will survive. This is expressed in inherited instincts. 
An adaptation through learning may be regarded as an alternative to the genetic 
feedback loop; an extra-genetic feedback loop adaptation. Through scientific 
experiments as well as through every-day experience, it is evident that most 
animals have the ability to learn from experience and to develop behaviour pat-
terns in accordance with experience gained. But nature has endowed human be-
ings with a better ability to learn than any other animal. For human beings, adap-
tation through learning is more important than adaptation through genetic feed-
back. 
This reliance on learning as the mechanism for adaptation has important advan-
tages. “In effect, by enhancing the capacity and efficiency of human learning 
functions, natural selection itself greatly reduced the significance of genetic 
feedback for the preservation and propagation of behavioral innovations. By 
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progressively serving hominid cultural repertories from genetic coding, natural 
selection conferred an enormous adaptive advantage on Homo sapiens – namely, 
the advantage of being able to acquire and modify a vast range of useful behav-
ior far more rapidly than is possible when genes maintain or regain control over 
each behavioral innovation” (Deacon 1990, p 695). 
But it is also argued that the development of the ability of human beings to adapt 
through learning results in a dilemma: it is juxtaposed with the de-evolution of 
the precise character of instinct apparatus of human beings. This is a generic 
problem for human beings as social beings, because it makes the behaviour of 
fellow humans unpredictable – unless something else is introduced that replaces 
the precise instincts. Culture provides a “something else”. Predictability, it is 
argued, is achieved through the “cultural programming” of actions and reactions.  

Communication is central to the evolution of culture 
The extreme ability of human beings to communicate is the second ability that is 
emphasised in culture theory. Hannertz (1982) argues that culture starts evolving 
as soon as individuals start communicating. Basically, the ability to communi-
cate makes it possible for the individual to learn from experiences other than 
his/her own. This learning from “second hand experiences” – and from ready-
made interpretations of experiences and ready-made ideas of other kinds – is 
important to the development of a culture. Hannerz labels this “symbolic 
interaction”, or “conscience building through messages”.  

The mind of human beings is “programmed”  
The imprecise character of the apparatus of human instinct means that the indi-
vidual is not borne a member of a certain society. He/she is rather turned into 
such a member in a process in which he/she internalises the appropriate ways of 
thinking and behaviour. This fundamental process is called the socialisation 
process in sociology: the individual is turned into a member of a certain society. 
In culture theory the same process is called the enculturation process: the indi-
vidual is turned into the member of a certain culture. 
This socialisation/enculturation of the individual can be likened to the program-
ming of a computer (cf. Hall and Hall 1990, Hofstede 1984, 1991). Nature has 
endowed human beings with a rudimentary DOS programme, but this pro-
gramme is not enough. More complex programmes are necessary to make hu-
man beings function in a complex socio-cultural environment.  
This enculturation/socialisation is fundamental to human behaviour. It pro-
grammes “the actions and responses of human beings in every walk of life.” 
(Hall and Hall 1990, p3) According to Kluckhohn (1951, p 88) “It is difficult to 
point to any activity that is not culturally tailored.” As an example of the perme-
ating effect of culture, Kluckhohn points to such elementary human behaviour as 
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sneezing and that the behaviour of individuals and groups in relation to sneezing 
is evidently culture contingent. 

People in different societies view the world in different ways 
It is an empirical observation that people in different societies appear to see real-
ity and phenomena in reality in different ways. The worldview concept is used 
in anthropology and ethnology to describe and analyse this observation (Brin-
géus 1981, Daun 1989). A worldview consists of implicit assumptions about re-
ality and about phenomena in that reality – what reality “out there” is and how it 
works (cf. Kluckhohn and Strodtbeck 1961, Löfgren 1982, Schein 1997). 
The basic premise is that reality does not present itself to the individual in an 
objective way. It rather presents itself in the form of sensory stimuli – light, 
sound etc. These stimuli have no meaning to human beings until interpreted and 
provided with a meaning. This provision of meaning is carried out through a 
process of selection, categorisation and generalisation – and through the creating 
of models explaining experiences. It has its basis in the attempts of the individ-
ual to understand reality. Laughlin and d’Aquili refer to a “cognitive impera-
tive”, i.e., “man’s universal compulsion to order chaotic stimuli into meaningful 
patterns” (quoted in Ovesen, (1977), p153). March and Olsen (1989, p 40) write 
“(I)ndividuals try to make sense of their histories. They discover and impose 
order, attribute meanings, provide explanations, and experience pleasure and 
pain”. According to Bateson (quoted in Kluckhohn and Strodtbeck 1961, p2) 
“(T)he human individual is endlessly simplifying, organizing, and generalizing 
his own view of his own environment; he constantly imposes on this envi-
ronment his own constructions and meanings.” Löfgren (1982) refers to human-
kind as a creator of systems, and Hall refers to the innate capacity of human be-
ings to create models to explain the function of culture: “(M)an is the model-
making organism par excellence”, and “culture in the mind-set of people” is a 
result of this model making ability. “The purpose of the model is to enable the 
user to do a better job in handling the enormous complexity of life. By using 
models, we see and test how things work and can even predict how things will 
go in the future” (Hall 1977, p13). 
The sharing of a worldview is important to social co-existence and interaction, 
since it enables members of the same society to live in the same cognitive real-
ity, and this makes social interaction predictable (Trompenaars 1985). If indi-
viduals do not share a worldview, the behaviour of others will be unpredictable; 
they live in another world, acting on and reacting to conditions that are invisible 
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or at least not the same as those one sees oneself.6 The conveying and internali-
sation of a society-specific worldview is therefore a crucial part of the socialisa-
tion/enculturation process. 

The individual is also taught to evaluate behaviour and phenomena in 
the socialisation process … 

The individual is not only taught what reality is in the enculturation process. 
He/she is also taught to evaluate behaviour and phenomena in reality (cf. Daun 
1989). As a result, similar situations, conditions and phenomena may elicit dif-
ferent feelings with people from different societies. This is what Kluckhohn and 
Strodtbeck (1961) call the “affective element” of culture, or the “feeling"-
element.7 These feelings about different behaviour and phenomena are addi-
tional parts of the models created by human beings to understand and foresee 
what is happening “out there” in reality.  
Two concepts in particular are used when the affective element is analysed: atti-
tude and value. The precise definitions of the two concepts are disputed, but 
both are intended to measure feelings (cf. Asplund 1985, Hofstede 1991, Stewart 
1985). 

. … and culturally appropriate norms  
A third important concept used in the analysis of culture in the mind-set of peo-
ple is the norm. Very often, values and norms are used synonymously, but a dis-
tinction is sometimes made. Hofstede, for instance, defines norms as “standards 
for values that exist within a group or category of people” (Hofstede 1990, p 9). 
Adler (1991, p17) defines the norm as “the most common and generally most 
acceptable pattern of values, attitudes, and behavior”. According to Kluckhohn 
and Strodtbeck (1961) norms are the core of the “directive element” of culture: 
they guide behaviour by indicating what is culturally correct and appropriate. 

The observable is just the tip of an iceberg 
Worldviews, attitudes and values, and norms are three important elements of 
“culture in the heads of people” (Daun 1989, p14), or the ideational aspect of 
culture. Another important aspect is the behavioural aspect. This is an aspect 
                                                 

6 Another function of the worldview is to integrate the fabric of social institutions - 
and institution-relevant knowledge - into a more general and coherent pattern of be-
liefs and images. Such a pattern is necessary to defend and preserve social order: it 
is a means to make the “social order” legitimate and legitimacy is necessary if so-
cial order shall persist whilst individuals enacting social roles die (Berger and 
Luckman 1973) 
7 Kluckhohn and Strodtbeck saw the cognitive and affective elements of the culture 
as closely intertwined: ideas about what is, are often disguised ideas of what ought 
to be. 
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that is readily and instantly recognised when one happens to spend some time in 
a foreign country. People do not behave as they do at home. There is no need to 
be able to communicate with people to notice this. A third aspect of culture is 
the artefact aspect: it is easily recognisable that houses, food, cloths and many 
other human artefacts are different in different societies.  
This difference between the easily recognisable aspect of culture and “culture in 
the mind-set of people” touches upon an important distinction made in culture 
theory: that between implicit and explicit culture. Explicit culture consists of 
regularities in words and deeds that can be generalised from the evidence of the 
ear or eye. The implicit culture is not readily observable. It is a matter of “an ab-
straction of the second order” (Kluckhohn 1965, p 88). It consists of the beliefs, 
values, norms, and assumptions that the researcher infers or invents to explain 
observed regularities in behaviour and to explain the patterning of seemingly 
unrelated bits of behaviour (Krech et al. 1962, p 98). Thus, in searching for the 
implicit culture, the researcher is trying to infer an underlying (mental) pattern 
behind the thinking and behaviour of members of a certain culture. 
In culture theory, this relationship between explicit and implicit culture is lik-
ened to an iceberg. Like the tip of an iceberg, the explicit culture is just a small 
part of culture. Most of it is hidden under the surface. At the same time it is con-
tended that the most important part of culture is that under the surface. The aim 
should therefore be to delve deeper and to uncover what is hidden under the sur-
face (cf. Schein 1997).  

There is a relationship between culture and environmental conditions 
The image of man as a species that adapts to environmental conditions through 
the extra-genetic feed back loop of learning from experiences, and the idea of 
culture as the result of this process of adaptation through learning, implies that 
experience is highly important as a basis for the mental aspects of culture. Daun 
(1989) refers to collectively shared experiences as the origins of culture. 
This also means that variations in worldviews, attitudes and social values may 
be derived from differences in environmental conditions: “culture in the mind-
set of people” may be regarded as the result of attempts by individuals to inter-
pret experience by building models of reality. Experiences are acquired in a cer-
tain environment. In another environment, where conditions are different, the 
experiences are different too. 

… but there is no general agreement on what the important environ-
mental conditions are 

Two major approaches can be identified when it comes to the analysis of the re-
lationship between environmental conditions and “culture in the mind-set of 
people”:  
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One is the deductive approach, contending that there are certain conditions that 
are more important than others are, and therefore bound to have a profound im-
pact on thinking as well as on all other parts of the culture. This is the position 
of Marxist theory. Conditions and relations within production are considered to 
have an impact on all aspects of a society, including thinking. The other ap-
proach is an inductive/phenomenological approach to the analysis of the rela-
tions between different environmental conditions and “culture in the mind-set of 
people”.  
The traditional Marxist theory had a very strong position in cultural analysis in 
the 1960s and 1970s, but today the mainstream approach is induc-
tive/phenomenological – even when the analysis is explicitly materialistically 
oriented (cf. Harris 1980, Löfgren 1981). Environmental conditions are consid-
ered very important as a basis for “culture in the mind-set of people”, but there 
is no common agreement on what these conditions are. Different researchers 
emphasise different conditions, and conditions are often discussed on the basis 
of observations instead of the opposite. 
Daun (1989), for instance, contends that culture is a consequence of an intricate 
process where a multitude of contingencies co-operate, and that the available 
historical sources make it impossible to follow the precise evolution of this 
process. He discusses the basis of the Swedish mentality in terms of climate, 
work experiences and experiences of authorities. Hofstede (1984) suggests that 
the origins of social norms are to be found in such basic conditions as geo-
graphic, economic, demographic, genetic/hygienic, historical, technological and 
urban conditions, and he discusses the importance of these conditions on the ba-
sis of his study of work related norms. 
Focault’s theory of discourse as a process in which reality is defined in terms of 
concepts that are invented within the frame of an ongoing discussion, and con-
clusions drawn about “appropriate” social behaviour, is gaining momentum in 
today’s cultural analysis (cf. Löfgren 1981). The cognitive and affective aspects 
of culture may be regarded as the outcome of such a discourse within a society – 
or a sub-society, like a profession. 

Human beings are both a product of environmental conditions and 
creators of the same 

The relationship between culture and environmental conditions may also be dis-
cussed in terms of determinism and possibilism: environmental conditions do 
not determine behaviour. It is more valid to assume that they restrict behaviour, 
i.e., the environmental conditions do not determine exactly what behaviour is 
best, but make some behaviour impossible. This makes different “ways of life” 
possible, even if contingencies are the same. 
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To make things even more complicated, human beings have proven capable of 
rearranging and reproducing the natural environment in which they live and to 
which they must adapt – the human environment is very much a naturae artifi-
cielle. This implies a duality: human beings are both a product of environmental 
conditions, and creators of the same. A human individual “is not a passive vic-
tim of his physical environment. Within limits he can act on it and transform it 
to suit his ends. A society’s culture, in other words, is not entirely determined by 
the “given” physical environment” (Krech et al. 1962, p 342). 

The focus in this study is on implicit assumptions 
It may be concluded that culture is a multifaceted phenomenon. It permeates 
everything human, and it can be traced in many different ways: in the mind set 
of people, in how people in different societies behave, and in artifacts.  
A common way to trace culture in cross-cultural management research is 
through differences in the “feeling” element of culture in the mind-set of people. 
But it is also suggested that the perception approach is a new and “promising” 
approach to cross-cultural management research, and that there is a need for 
more studies with this approach to develop it further (Redding and Martyn-
Johns 1979). This study may be regarded as a response to that call for more 
cross-cultural studies with such an approach. It is assumed that the very essence 
of culture consists of a cognitive filter of implicit assumptions about phenomena 
in reality (cf. Schein 1997). The study is thus oriented at the identification of 
culture-contingent, implicit assumptions underlying modern management 
knowledge. 

There is no consensus on what the important culture-contingent as-
sumptions are  

There are two fundamentally different approaches to the analysis of the cogni-
tive element of culture: the emic and the etic approach (Pelto and Pelto 1991). 
According to the emic approach, institutions and thinking in different societies 
evolve into something quite unique. It is not possible to compare an institution 
in one society with an institution in another, because they are deeply different 
even if they appear to be similar on the surface and are called the same. They are 
different kinds of species, not different species of the same kind. This also goes 
for the thinking. To be able to understand how people in a specific society think, 
one must therefore try to understand it from an insider perspective. Each culture 
must be analysed on its own terms. The units of conceptualisation when cultures 
are studied should thus be elicited through an analysis of the unique cognitive 
processes in the mind-set of people in the society studied. This approach is 
called cognitive mapping (Ramlöv 1975). A well-known proponent of this ap-
proach is Malinowski – who stated that one should strive to grasp the point of 
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view of the indigenous people and their relation to life to understand their vision 
of the world. 
The etic approach, on the other hand, is based upon the assumption that there are 
certain cultural dimensions, which can be used for comparative studies. Cultural 
differences can be identified and analysed through a filter of such cultural di-
mensions. Differences in the image of time, of fellow human beings, of the rela-
tion of human beings to nature are some prominent cognitive elements. But it is 
also part of the picture that there is no consensus on what the important cogni-
tive elements are – or what a cognitive element is (cf. Asplund 1985, Child 
1986, Haire et al. 1966, Hall 1977, Hallowell 1985, Hofstede 1984, 1991, 
Kluckhohn and Strodtbeck 1961, Lewis 1997, Löfgren 1981, Redding and Mar-
tyn-Johns 1979, Trompenaars 1997).  
In this study, the aim is primarily to search for the cultural basis of modern man-
agement knowledge through “mapping”. It is a search for implicit assumptions 
that make sense to managers in the Western, industrialised societies. Any at-
tempt to test the etic relevance of the cognitive dimensions found is postponed 
to later studies. It is also concluded, as a point of departure for the empirical 
study, that the general ambiguity on what the important cognitive elements are, 
and what the relationships are between these elements and environmental condi-
tions, implies that the search for culture-contingent, implicit assumptions under-
lying modern management knowledge should be carried out in an open-ended 
and reasoning process. 

On this thing called management 

The definition of management is, of course, central to a study of the transferabil-
ity of management knowledge. What is understood by management knowledge 
is a question of what is understood by management in the first place. 
As with the concept of culture, this poses a problem: there is no generally ac-
cepted definition of management. A review of management literature rather re-
veals that there is a wide array of definitions. Koontz (1961) refers to the meta-
phor of a “management theory jungle” to depict the situation. In textbooks it is 
also very common to identify different approaches to management, or different 
schools. The scientific management approach, the classical administrative ap-
proach and the human relations approach are a few, well-known approaches – 
with different implications for the image of management as well as for the im-
age of management knowledge. 
The ambition in this study is to derive the meaning of the management concept – 
and the modern management concept – from a more general theory about social 
behaviour.  
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Social institutions are the basis of social behaviour 
Human beings are gregarious animals. It is part of human behaviour to live to-
gether in collectives. This means that the ability to predict the behaviour of fel-
low individuals is very important for human beings. Members of the collective 
must be able to foresee each other’s actions and reactions – or else social life 
would be chaotic. The imprecise character of the human instinct is a generic di-
lemma in this respect, because it makes human behaviour very unpredictable – 
unless something has replaced instinct as a predictability generating mechanism. 
Berger and Luckman (1973) suggest that this “something” is that social behav-
iour tends to become routinised – in the same way as individual behaviour tends 
to be routinised when it is repeated. When the same social problem or situation 
occurs, the individuals involved tend to react by thinking “here we go again!”  
This tendency to make social behaviour routine is labelled institutionalisation, 
and it is deemed to result in social institutions, defined as typified behaviour, 
performed by likewise typified actors. This institutionalisation of social behav-
iour makes social behaviour predictable: people are expected to act in certain 
ways in certain situations. 
The institutionalisation of behaviour is of great importance for the culture of a 
society. “The way of life” of a society is to a large extent determined by the so-
cial institutions that have emerged within it. Societies may be regarded as ag-
glomerations of institutionalised behaviour. This makes social reality a social 
construction to a very great extent. 

The individual must adapt to the institutions 
Social institutions have two important features: historicity and objectivity (Ber-
ger and Luckman 1973). The historicity of social institutions means that they 
evolve successively through a process of continuing social interaction. They 
have a history, and one cannot really comprehend the meaning and content of a 
social institution without knowing its history. 
By objectivity is meant that a social institution has emerged independently of the 
single individual, and will continue to exist after he or she has withdrawn from 
the social scene. To a large extent, the individual must therefore accept them. 
The institutions are there, whether one likes it or not. In other words: in every 
society, there exists typified behaviour that the single individual takes for 
granted and adapts to. 

Social institutions are represented by social roles 
The typified actors performing institutionalised behaviour may also be described 
in terms of social roles. The establishing of social roles is of major importance 
for the continuation of social institutions as these roles represent the institutions. 
“The actors embody the roles and actualize the drama by representing it on a 
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given stage. Neither drama nor institution exist empirically apart from their re-
current realization. To say, then, that roles represent institutions is to say that 
roles make it possible for institutions to exist, ever again, as a real presence in 
the experience of living individuals” (Berger and Luckman 1973, p 92). 

 There are certain role expectations attached to the social role  
An individual‘s behaviour is controlled and constrained when he or she per-
forms a certain role – he or she is subject to role expectations, and may not devi-
ate from these expectations too much. “The rules defining the roles are called 
role expectations. Social control comprises the whole range of social pressures 
directed to make people play their roles in accordance with these (role) expecta-
tions” (Mair 1968, p 10). It is this behaviour-confining function of social roles 
that provides social life with stability and predictability. By extension it also 
“makes it possible for members of the same society to function together” (Foster 
1962, p 21). 

A body of role-specific knowledge is attached to the social role 
Together with the evolution of a social institution, a body of role-specific 
knowledge also evolves. This knowledge consists of ideas and theories relevant 
for the performance of the role, and its function is to guide the individual in 
his/her performance of the social role. Simon (1965, p 68) defines the function 
of knowledge as: “to determine what consequences follow upon which of the 
alternative strategies. It is the task of knowledge to select from the whole class 
of possible consequences a more limited subclass, or even (ideally) a single set 
of consequences correlated with each strategy.”  
Another way to put it is to say that role-specific knowledge brings role activity 
within the realm of habitualised behaviour – even if it is the first time the single 
individual undertakes the activity. In that way it acts as a mechanism saving 
mental energy, as well as a mechanism making role behaviour predictable. 

The role-specific knowledge is internalised in the socialisation process 
The individual is not born a member of a certain society. He is programmed to 
be so in the socialisation process. This process consists of different phases. Ber-
ger and Luckman (1973) identify, for instance, two different types of socialisa-
tion. (i) The primary socialisation that takes place during the childhood of the 
individual. This is the process through which the child becomes a member of 
society and develops his/her identity. This is also the very basis for the preserva-
tion of culture: children learn from adults the appropriate behaviour and opin-
ions. In this way, the same cultural pattern in thinking and behaviour will remain 
generation after generation (cf. also Inkeles 1983). (ii) The secondary socialisa-
tion is the process through which the individual acquires role-specific knowl-
edge. To be effective, the knowledge transmitted through this process must be 
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complementary to the social reality internalised during the primary socialisation. 
The reason for this is the importance and durability of the primary socialisation. 
Tosi, Rizzo and Carroll (1986) identify three different socialisation phases in the 
adaptation of a person to work: (1) early socialisation, (2) preliminary work so-
cialisation, and (3) occupational socialisation. Early socialisation takes place in 
the early formative years; in the preliminary work socialisation, the individual 
internalises more work-specific attitudes, values, and beliefs, and specific job 
skills; in occupational socialisation, a person learns to adapt values and beliefs 
that he or she has already internalised to the specific work setting. This phase 
begins when a person enters an organisation and continues throughout his/her 
working life. 

Specialised institutions for secondary socialisation have evolved in the 
industrialised countries  

The processes of primary and secondary socialisation are of repetitive character, 
and as such subject to institutionalisation. Various institutions may deal with the 
socialisation of the members of a society. The division of tasks between insti-
tutions for primary and secondary socialisation is considered to vary with the 
complexity of the social division of work and knowledge in a society. In so-
cieties where the degree of complexity is low, the same basic institution may be 
responsible for both primary and secondary socialisation. But when the com-
plexity is high – as it is in the industrialised countries – specialised institutions 
for secondary socialisation tend to evolve (Berger and Luckman 1973).  

Programming is not perfect 
Just as an actor performs a role on stage, the single individual performs a social 
role (Berger and Luckman 1973, Mair 1968). It also follows that different indi-
viduals may play the same social role in different ways – in the same way as dif-
ferent actors may play the same Hamlet role in different ways. How the role is 
performed is a matter of interpretation, and this is dependent on personality 
traits, gender, previous experience – and probably much more (cf. Foster 1962, 
Hofstede 1991, Kluckhohn 1965).  
This variation of interpretation made by different individuals performing the 
same social role is also something considered fundamentally desirable and nec-
essary, because it is a prerequisite for adaptation to changes in environmental 
conditions and for the development of the role in general. (Kluckhohn and 
Strodtbeck 1961, Mair 1968). 
The truism that a given individual performs a given role in an individual way 
must not, however, obscure the fact that role behaviour is still restricted behav-
iour. The role is part of a pattern of social interaction, and as such it is a means 
to effective interpersonal functioning. Krech, Crutchfield and Ballachey (1962, p 
33) write “(W)hat we are saying here is that the range of differences in the 
behavior of individuals who occupy a given position is restricted by the fact that 
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havior of individuals who occupy a given position is restricted by the fact that 
they are exposed to a more-or-less uniform social environment; society (i.e., 
other people) expects them to behave in such and such a way, and rewards con-
formity and punishes nonconformity.” 

Managerial behaviour is institutionalised role behaviour 
Managerial behaviour is a social behaviour. As such it is subject to the forces of 
routinisation and institutionalisation that are general to all forms of social behav-
iour. Management is an institution that is the result of these forces. It is an insti-
tution which emerges gradually in a given society, and it is part of the total web 
of social institutions in that society.  
The manager is the social role that represents the manager institution. Attached 
to this social role are different role-expectations that guide the role incumbent in 
his/her behaviour, and that provides his/her behaviour with the predictability 
that is necessary in a social context. The single individual that is appointed to 
perform the manager role must accept and adapt to these role expectations – 
even thought it is inevitable that there is a certain sphere of discretion in all so-
cial behaviour, including managerial behaviour. 
The role expectations are central to the role-specific knowledge that is attached 
to the manager role. The function of this knowledge is to provide role incum-
bents with a knowledge basis for their role behaviour. The internalising of this 
body of role-specific knowledge is a key to the socialisation of managers, with 
its enculturation connotation. 

On this thing called modern management 

It can be alleged that management is as old as humankind, because humans are 
social beings that attempt to accomplish things through co-operation, and this 
requires some kind of management to be effective. Carrying out the functions of 
creating, maintaining and controlling social co-operation can be regarded as 
functions attached to a management institution, even though management as a 
concept was not invented until quite recently.8  
Modern management may be regarded as a late variant of the management insti-
tution. It is a social institution that has emerged in the wake of industrialisation, 
and as a response to demands within the sphere of production of the Western, 
industrialised societies. To put it simply, the Industrial Revolution represented a 
major change of production methods and this called for a new type of manage-

                                                 
8 The Prince by Machiavelli may, for instance, be regarded as a guidance for 
management in the “old times”.  
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rial behaviour. As time passed, this new managerial behaviour was institutional-
ised. 

The modern manager is a social role  
The institution of the modern manager is represented by a social role. The free-
dom of action of the individual performing this role is restricted by certain role 
expectations. This provides managerial behaviour with a certain degree of stabil-
ity and predictability. 
Some variation in the performance of the managerial role is both inevitable and 
necessary for the development of the role as such. The part of role theory that is 
basic to this study is, however, the one that stresses that role performance is re-
stricted by role expectations. It is understood that a manager cannot behave 
completely freely. If she or he deviates too much from what is expected from 
her/him, punishment awaits – including the possibility of being dismissed from a 
rewarding managerial position.  

The socialisation of managers is carried out in management training 
Managers are socialised into their role i.e., managers and managers-to-be are 
taught what appropriate management behaviour is through a process of 
socialisation that may be called management training. Through this socialisation 
they become professional managers: their professionalism rests upon the 
acquisition of certain role-specific knowledge.  
An important institution specialised in management training is the management 
school. This is an institution that has been established in virtually all the indus-
trialised societies during the past century. The ultimate purpose of the manage-
ment school may be considered to be to provide the business sector – and in par-
ticular industry – with professional management personnel.  
Management training is, however, not carried out solely in management schools. 
It also takes place on courses in Business Administration at university level, 
courses in management integrated in higher technological training, in-service 
training of management staff, conferences and congresses dealing with man-
agement relevant topics, etc. (Harbison and Myers 1959). The day-to-day com-
munication with colleagues may also be regarded as part of the socialisation of 
managers. Management training is a continuing process. 

On this thing called modern management knowledge 

The total stock of knowledge in a society is structured in terms of what is of 
general relevance, and what is of relevance solely for specific roles (Berger and 
Luckman 1973). It should also be recognised that an increased division of labour 
within a society means that the magnitude and importance of role-specific 
knowledge will increase too.  
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Modern management knowledge is the role-specific knowledge at-
tached to the management role in the Western, industrialised societies 

Modern management knowledge is such a role-specific knowledge that is at-
tached to the manager role in the Western, industrialised societies. It comprises 
ideas about the functions of managers in an organisation, his/her rights and du-
ties, and of means-end relationships of relevance for management work. 
It is part of the picture that the professionalism of the Western manager is based 
upon the acquisition and internalisation of this body of modern management 
knowledge; i.e., a role-specific modern management knowledge, and that the 
basic function of the knowledge is to guide the manager in his/her enactment of 
the manager role.  

Management literature is a vehicle for the conveying of modern man-
agement knowledge 

Management literature serves as an important vehicle for the conveying and in-
ternalisation of role-specific knowledge. This literature deals with the work of 
the modern manager, his/her functions and theories about means end relation-
ships of relevance for his/her job. 
There has been an ever-increasing stream of such management literature since 
the beginning of last century. Some books and articles in this stream of literature 
have received exceptional attention, and the ideas presented in these books and 
articles have had a profound importance on management training of all kinds. It 
may therefore be understood that these ideas represent the very core of the body 
of modern management knowledge transmitted and acquired in management 
training in the industrialised countries. 

The explicit theories and ideas conveyed are the tip of an iceberg 
Basic to this study is the image of management knowledge as comprised of three 
different “layers”:  

i. On an explicit level, there is a multitude of theories and ideas about ap-
propriate managerial behaviour. It is these theories and ideas that are conveyed 
and discussed in a direct way in management training. But it is also recognised 
in this study that these theories and ideas represent just the tip of an iceberg. 
They have a cultural basis at a deeper, implicit level.  
ii. On a more implicit level, there are different normative messages. Theories 

and ideas presented in management literature may vary in the attention they pay 
to different aspects of managerial work, and depending on the preferences of the 
author. But there are also certain normative messages, which are the core of 
modern management knowledge, and which are more-or-less the same. This is 
the directive element of culture (cf. Kluckhohn and Strodtbeck 1961), which in-
forms the manager on the appropriate managerial behaviour. These core norma-
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Figure 2: Three layers of modern 

management knowledge 

tive messages are the basis of role expectations, and as such more important to 
the way a role incumbent performs the managerial role than conveyed by the 
more precise and explicit theories.  
iii. On an even deeper level, there is the cognitive basis of implicit assump-
tions about reality and management relevant phenomena in that reality. These 
implicit assumptions are held to be the very essence of the cultural basis of 
modern management knowledge. 
It is also part of the theoretical approach endorsed here that there is a fundamen-
tal relationship between environmental conditions and “culture in the mind-set 
of people.” More precisely: it is understood that the implicit assumptions under-
lying modern management knowledge are made valid by prevailing conditions 
in the environment where modern management knowledge has evolved. But it is 
not determined which the important environmental conditions are that make the 
implicit assumptions appear valid. This is regarded as an open question to be 
discussed.  

The implicit character of the culture basis makes it difficult to  discuss in a 
direct way  

Management literature serves as an 
important vehicle for the conveying and 
internalisation of modern management 
knowledge. An analysis of the 
transferability of modern management 
knowledge may therefore commence 
with a review of the most influential 
ideas of management and management 
activity. This is a way to identify the 
more-or-less explicit core normative 
messages, which guide Swedish 
managers in their attempts to transfer 
modern management knowledge to non-
industrialised Third World countries.  
The analysis must, however, be carried 
one step further to identify the culture continent implicit assumtions at the basis 
of modern management knowledge. The implicit character of these assumptions 
makes them difficult to identify and discuss in a direct way, but they may be 
searched for in problems occurring when the core normative messages are ap-
plied in a context where the underlying assumptions lack validity.  
An analysis of the reasons for the questioning of the assumptions is also seen as 
a key to the identification of a taken-for-granted contextual basis for modern 
management knowledge.  
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Searching for normative 
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in terms of implicit
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Literature study

Empirical study

 

Figure 18: The study is divided in a lit-
erature study and an empirical study 

 

4 Research design 
The research design of a study is the strategy to obtain and analyse information 
to answer the research question(s) of that study. Like most strategies in the 
“real” world, research strategies tend to evolve successively. There is an impor-
tant element of intention, but the realised strategy is also very much a product of 
what happens during the implementation of the intended strategy — the realised 
study can be described first in retrospect (cf. Minzberg 1978). In the same way, 
the research strategy of this study was a matter of both methodologically based 
considerations and of choices made during research work.  

The research strategy of the study was divided in two major steps 

The research strategy is based upon the idea that the cultural basis of modern 
management knowledge consists of two different “layers”: one layer of norma-
tive messages and below that a layer of more implicit assumptions about man-
agement relevant phenomena. The implicit assumptions are regarded as the very 
essence of the cultural basis, and the research strategy is oriented at an identifi-
cation and discussion of these assumptions. 
A key to the search procedure 
designed is that the implicit 
character of the assumptions 
makes it difficult to identify 
and discuss them in a direct 
way. They must rather be 
searched for in the traces they 
leave. Problems experienced 
when a managerial behaviour 
guided by the normative 
messages is introduced and ap-
plied in developing countries 
are regarded as such traces. 
These problems are interpreted 
as cultural clashes stemming 
from implicit assumptions 
being questioned.  
The research strategy is there-
fore designed as a search for 
such problems and an analysis 
of these problems in terms of 
the underlying assumptions 
being questioned.  
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In general terms, the search procedure is divided into two major steps: a litera-
ture study and an empirical study (see figure above). The literature study is, in 
its turn, divided into two successive steps:  
(i) A search for normative messages conveyed in management training. Differ-
ent normative messages are the backbone of the role expectations attached to the 
manager role. They point out what is appropriate managerial behaviour. The 
identification of such normative messages conveyed in management training is 
therefore crucial to the image of the management knowledge that is transferred 
in transfer of modern management knowledge programmes – and by extension 
to the problems that occur when such knowledge is applied in the recipient 
countries. 
(ii) A search for problems/cultural clashes that will probably occur when Swed-
ish managers attempt to introduce and apply modern management practices ex-
pressing the normative messages identified in developing countries. This part of 
the literature study is intended to result in a pre-understanding of problems oc-
curring.  
In the empirical part of the search procedure, information about problems that 
have actually occurred in a number of transfer of management knowledge pro-
grammes is gathered and analysed. The preunderstanding developed in the lit-
erature study is intended to provide the gathering of information in this part of 
the study with a general structure. The ambition is, however, to ground the 
analysis on problems that have actually been experienced, raher than to test any 
preconceived ideas about such problems.  
It is also part of the research strategy designed that the literature study and the 
empirical study require different methodological approaches. 

A content analysis was carried out in search of normative messages 

To identify the normative messages conveyed in management training, a content 
analysis procedure was carried out. By content analysis is meant the analysis of 
written documents. As such, it has a long history in humanist and media sci-
ences (cf. Nilsson, 2000), where written document are a main source of data. 
But it is also receiving increased attention in social sciences (cf. Bergström and 
Boréus 2000, Johansson-Lindfors 1993).  
It may be alleged that most literature reviews are carried out with a content 
analysis purpose – including the literature reviews that are carried out as stan-
dard procedure in scientific research. The increasing attention given to content 
analysis in social sciences may partly be motivated by an increasing recognition 
of the need for more rigour in the literature reviews carried out in these sciences.  
It is possible to identify two main categories of content analysis: quantitative 
and qualitative content analysis. Quantitative content analysis is oriented at the 
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identifications of patterns in what is written through counting and measuring. 
Qualitative content analysis is oriented at the interpretation of more-or-less hid-
den meanings behind what is written. The method employed in this study is a 
qualitative content analysis. The intention was to identify implicit normative 
messages behind the more explicit and elaborated theories and ideas that are 
presented in management literature.  
Qualitative content analysis comes in many variants, more-or-less systematic in 
their methodological approach and based upon different ontological and episte-
mological premises. Some variants of qualitative content analysis are, for in-
stance, argumentation analysis, linguistic analysis, rhetoric analysis, dialogue 
analysis, and discourse analysis (cf. Bergström and Boréus 2000, Ekström and 
Larsson 2000). The analysis procedure carried out in this study may be labelled 
“naïve” discourse analysis to signify (a) that it is not one of the established and 
methodologically sophisticated variants of content analysis, and (b) that the dis-
course concept is central to the analysis.  

Theories and ideas presented in management literature are regarded 
as arguments in an ongoing discourse 

One idea behind the analysis procedure carried out in search of normative mes-
sages is that management literature represents an ongoing discourse. A discourse 
is defined as a context where a stream of arguments concerning a certain phe-
nomenon or issue are presented. These arguments are presented according to 
discourse-specific rules and conventions concerning the argumentation (cf. 
Kroon 2000). It is also part of the discourse concept that the perception of the 
phenomenon or issue discussed is shaped through the discourse. 
The theories and ideas presented in management literature are regarded as ar-
guments presented in such a stream of arguments that has been continuously 
growing since the beginning of the 20th century. Together, they compose a body 
of management knowledge that is shaping the perception of management and 
appropriate managerial behaviour in the Western, industrialised societies (cf. 
Berglez 2000).  

The focus was on textbook knowledge 
Another idea behind the analysis carried out was that there are two different dis-
courses on management. One is the scientific discourse; the other is the textbook 
discourse.  
Different criteria for the presentation of arguments apply to the two discourses. 
In the scientific discourse, theories and ideas are presented according to scien-
tific criteria, including criteria for forms of presentation and for methods of as-
sessing validity and reliability of findings. This more or less automatically re-
sults in ambivalence and doubt. The criticising of reports and findings is the core 



 50

 

The scientific discourse on 
management

• Reports written for the scientific society
• Reports written according to scientific 
criteria
• The process of scrutinising and 
critisising reports is a core activity 

Textbook knowledge

• Books written for management training
• Books written according to pedagogic and 
persuasive criteria
• The process of conveying images and 
ideas is a core activity

Filter of pedagogy and 
brevity of presentation

Figure 19: The relationship between the sci-
entific discourse on management and text-

book knowledge 

activity within the scientific society, and this adds to the general ambiguity and 
doubt due to methodological reasons. 
 In textbooks, on the other 
hand, pedagogy and brevity 
are core criteria for the 
presentation of arguments. 
This means that arguments 
are conveyed in a more 
straightforward and less 
ambivalent way than in the 
scientific discourse. There is 
also a more evident norma-
tive element in the textbook 
discourse. It is a question of 
the literature used in 
management training, and 
the conveying of norms for 
appropriateness is central to 
such training. This makes 
the textbook discourse the 
main source of information 
on the normative messages 
searched for. The ambition 
of the analysis is to identify 
the normative messages 
behind the theories and 
ideas conveyed in this 
discourse.  
There is, of course, an evi-
dent relationship between 
the scientific discourse on management and textbook knowledge. Prominent 
theories and ideas presented in the scientific discourse on management are even-
tually presented in the context of management training too. The point is, how-
ever, that they are presented according to different rules and conventions. 
The audience is different too – with implications for the way the theories and 
ideas are presented. The audience in the management-training context are not 
primarily expected to be researchers. They are rather expected to use the knowl-
edge conveyed in their roles as managers. This makes a normative element more 
evident in the way theories and ideas are presented and read in the management-
training context than in the scientific discourse.  
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Prominent theories and ideas were identified iteratively  
The present size of the body of management knowledge makes a complete re-
view of all the literature presented a mission impossible – even if the review is 
confined to the literature presented in the textbook branch. But it is also evident 
that some of the theories and ideas presented have been more influential and 
prominent than other. These theories and ideas are seen as core arguments in the 
ongoing discourse defining management and appropriate managerial behaviour. 
The analysis is confined to an analysis of these theories and ideas.  
The identification of the most prominent theories and ideas conveyed in the 
textbook discourse was carried out in an iterative-reflexive way, and by confer-
ring with colleagues. First, a review was carried out of a number of well-known 
textbooks on management (amongst others Hellriegel and Slocum 1989, Huse 
1982, Koontz et al. 1984). This review resulted in a tentative identification of a 
number of influential names and “schools” in the body of management knowl-
edge. A problem that had to be dealt with was that these (American) textbooks 
on management are not commonly used in Swedish management training. They 
are not “The Textbooks” on management. The assumption is however that they 
represent the textbook branch of management literature. It is, in particular, as-
sumed that the theories and ideas presented in these textbooks form the core of 
the textbook discourse on management. To validate this assumption, senior col-
leagues at the home university’s Department of Business Administration were 
conferred with. The idea was that these could see if some names had been left 
out, or had not been particularly emphasised in Swedish management training.  
Iteratively, an image of the most prominent theories and ideas conveyed in 
Swedish management training emerged through this reading-and-discussing-
with-colleagues procedure.  

The time lag problem 
There are two time lags involved when an attempt is made to derive the image 
of management “in the mind-set” of managers from presentations of manage-
ment in management literature. The first time lag concerns the time it takes to 
filter down ideas from the continuing scientific discourse into the textbook 
knowledge. The most recent ideas in the scientific discourse have not yet turned 
up in textbooks - more than very briefly. Earlier ideas, though, are more com-
prehensively presented. New ideas are spreading through seminars, conferences 
and articles. 
The other time lag is a research question. In the empirical part of this study, 
Swedish managers were interviewed about their experiences from transfer of 
management knowledge projects. All the interviewees were 40 to 50 years old. 
This implies that they had received their primary management training in the 
beginning/middle of the 1970ies. It may be assumed that this training has had a 
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pervasive impact on their image of management - first impressions last! Later 
training adds to the first theories and recipes internalised, but it is of less impor-
tance (cf. Donaldson and Lorsch 1984). This also implies that the names, theo-
ries and ideas conveyed in management training in the beginning of the 1970ies 
are - presumably - most important for the interviewees’ image of what manage-
ment is and what a manager should do. Focus should therefore be on theories 
and ideas that were the state of art at that time.  
The latter selection-problem was dealt with through retrospection and checking-
with-colleagues: since the author was “programmed” in the same era as the 
managers interviewed, he could look back and assess what the state of art ideas 
and theories were in that period. By checking with colleagues of the same age 
and background, this choice of ideas and theories was also reassessed – and 
made more complete.  

The search for core normative messages was carried out in an open-
ended way 

The interpretation procedure may be described as open-ended: the literature was 
read and re-read in an inductive search of normative themes that could be used 
to organise the messages conveyed in the single texts. The research question 
guiding the interpretation was “what is the implicit normative theme that this 
theory/idea is a variant of?” A conferring with colleagues with a long experience 
of management training to validate and expand the interpretations was also part 
of the analysis procedure. 
Successively and iteratively, this analysis cum conferring procedure resulted in a 
(tentative) identification of five different “core normative messages” that are 
central to the modern management knowledge: the perfect rationality ideal, the 
planning imperative, the democratic leadership ideal, the Maslowian message, 
and the market orientation imperative. 
It was also part of the image that emerged that these five normative messages 
were attached to three different images of management: management as deci-
sion-making & planning, management as leadership, and management as 
boundary spanning. 

A content analysis procedure was also used to identify probable cultural 
clashes 

The next step in the research procedure was an attempt to develop propositions 
about cultural clashes that will probably occur when Swedish managers attempt 
to introduce and apply the Swedish version of modern management knowledge 
in developing Third World countries.  
A literature review was carried out with this purpose. Two sources of literature 
were reviewed: cross-cultural management literature mentioning developing 
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countries and Sweden, and literature on Swedish management and Swedish 
mentality. Again, a naïve content analysis procedure was carried out in this lit-
erature review.  
The guiding idea in the analysis procedure was that the normative messages 
identified are central to the image of appropriate managerial behaviour conveyed 
in management training. Their function is to guide the manager in his/her en-
actment of the manager role – and to provide managerial behaviour with a so-
cially required predictability. They vary in different ways in the many theories 
and ideas that comprise the body of this knowledge, and their stability over time 
provides the management culture with its momentum.  
Problems occurring when the different normative messages are applied are held 
to be expressions of cultural clashes – that stem from implicit taken-for-granted 
assumptions being questioned. 

The relative applicability of messages was compared to identify prob-
able problems occurring 

The literature was reviewed in an open-ended search of observations about the 
applicability of the five core normative messages in developing countries 
respectively in Sweden. A comparison of the relative applicability of the 
messages in developing countries respectively in Sweden resulted in a number 
of propositions about probable problems occurring when Swedish managers 
attempt to introduce and apply their professional knowledge in developing 
countries, and the reasons for these problems. 

The findings were combined with much uncertainty and doubt 
At the same time, it was experienced that the conclusions arrived at were com-
bined with much uncertainty and doubt. For one thing, there was a researcher-
oriented approach in the bulk of studies reviewed. The question was how valid 
the observations in these studies were for the problems experienced by practis-
ing managers. For another thing, the bulk of cross-cultural management studies 
were going-concern oriented. They did not focus on the problems occurring 
when modern management knowledge is introduced and applied – which is in 
focus in the present study. Furthermore: the literature review did not provide 
much information that could be used to formulate propositions about the percep-
tual roots of the probable problems occurring.  

The propositions arrived at are used to open up for a conversation in 
the empirical study 

This had importance for the role of the propositions in the empirical part of the 
study. In essence: the propositions are not regarded as well-grounded guesses 
that shall be tested in the study. They are rather regarded as points of departures 
for the empirical study that followed, and as sources of information when “sen-
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sitising” questions are formulated. Their function is primarily to open up for a 
conversation with managers with first-hand experience from transfer of man-
agement projects. But the intention of these conversations was to be as open-
ended as possible – to avoid the “measurement by fiat” trap as much as possible. 

Choice of methodological approach of the empirical study 

One approach considered for the empirical study was the survey approach. This 
approach has certain tempting features that make it more-or-less self-evident to 
consider. One such feature is that it offers the possibility to make conclusions 
using the “logic of statistics”, or “logic of the sample” (cf. Yin 1989): if a sam-
ple of respondents is chosen in a statistically appropriate way, conclusions can 
be made regarding the entire population. Another tempting feature is that it is an 
approach that is accepted by both positivist and hermeneutic oriented research-
ers as a way to conduct “good” science. 
The survey approach has, however, also certain disadvantages, which makes it 
less appropriate for this particular study. The most important is that the conclu-
sions reached may be statistically correct, yet lacking real validity since they are 
based upon a “measurement by fiat". This “measurement by fiat” is a particular 
problem when there is little substance to base well-founded conclusions on. And 
this was considered to be the situation in this study, because the literature review 
carried out had resulted in a general feeling of uncertainty about the assumptions 
underlying modern management knowledge, and how this base of ingrained as-
sumptions was questioned when modern management knowledge was intro-
duced in non-industrialised developing countries. It was therefore concluded that 
the state-of-the-art of the knowledge about the research problem made a survey 
study approach questionable.  

The state-of-the-art of knowledge about the research problem called 
for a search oriented study 

An explorative study that aims more at search and discovery, than at testing 
well-founded conclusions is commonly advocated when little is known about a 
research problem. This was also the situation in this study. There is an abun-
dance of cross-cultural management studies, and many cross-cultural manage-
ment studies dealing with management in developing countries. But there are 
few studies which use a perceptual approach and which focus on problems oc-
curring when modern management knowledge is introduced in developing coun-
tries. This lack of relevant studies was interpreted as a rationale for a study with 
an explorative orientation. The general intention was to be open to what was 
found in the field, rather than to test well-founded conclusions. 
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The first intention was to use a qualitative interview approach 
When the intention of the study is exploratory, as in the one planned, a qualita-
tive research approach is commonly advocated (cf. Ghauri et al. 1995). This was 
also the choice of research methodology chosen for this study. 
The first intention was to use a qualitative interview approach. Swedish manag-
ers with first-hand experience from attempts to apply their professional knowl-
edge in developing countries were considered to be key informants in a search 
for the problems that occur in this situation. The aim was to “tap” these manag-
ers of their experience and to systematise these experiences. 

But then the approach was switched to a qualitative case study 
When interviewing commenced, it soon became evident that the interviewees 
had been working on very different projects. The data obtained from the inter-
views appeared quite shallow unless the background to the experiences of the in-
terviewees was taken into account. It was therefore decided to change the ap-
proach to a qualitative case study approach.  
There were also other, methodologically based reasons to choose the case study 
approach:  
The case study approach is defined as a study of phenomena in their “real life” 
contexts. The point is that this adds credibility to findings when a phenomenon 
being studied cannot be clearly distinguished from its environment (Yin 1989). 
This is precisely the problem experienced when the managers were interviewed 
about their experiences from applying their professional knowledge in develop-
ing countries. The case study approach was therefore considered a suitable re-
search study approach.  
Merriam (1994) suggests that the case study is appropriate when the research 
aim is to generate knowledge, or to develop knowledge, i.e., a research aim in 
line with that of this study. She also identifies three aims of case studies: de-
scription, interpretation and evaluation. In this study, the basic aim is that of in-
terpretation: problems occurring when Swedish managers try to apply their ca-
pabilities and knowledge in developing countries are interpreted as resulting 
from cultural clashes. 
Yin (1989) suggests that the case study has “a distinct advantage” when (i) one 
is not asking “how many”, or “how much”, but tries to delve deeper into a prob-
lem, asking “how” or “why”, (ii) one is interested in a contemporary set of 
events – this makes it possible to interview people with first-hand experience of 
the research problem, and (iii) one has little or no control over events and condi-
tions. All these three contingencies mentioned by Yin correspond to the research 
situation in this case. (i) “What types of problem” is not a “how many” or “how 
much” question, it is rather a variant of the “how” question. The aim of delving 
into the causes of the problems makes “why” a key question too. (ii) The man-
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agers interviewed were chosen on the basis of their experiences from transfer of 
management knowledge programmes that have taken place not too long ago and 
they were available for interview. (iii) There is no possibility to altering any-
thing in the projects. Gathering data is primarily a matter of “tapping” key in-
formants of their experiences from managing in developing countries in the re-
cent past and of reviewing archival records in search of management related 
problems which are reported to have occurred during the implementation of 
transfer of management knowledge programmes. 

A multi-case study approach was chosen for quality reasons 
Case studies may be carried out in various ways. A core issue is whether a sin-
gle-case study or a multiple-case study shall be carried out (cf. Yin 1989). A 
single case study is often a self-evident choice – for instance when a study is 
restricted to but one organisation from the start or when a case is unique. One 
may also generalise from just one case study – provided that the generalisation 
is a matter of analytical generalisation, and not empirical generalisation (cf. Yin 
1989), but it is argued that interpretations based upon multiple case studies are 
more “convincing” than an interpretation based upon one case only (Merriam 
1994). 
In this study, it was decided from the beginning to carry out a multiple case 
study. Mainly for the convincing reason mentioned: the intention was to com-
pare experiences from projects in different developing countries in order to iden-
tify common experiences in different projects in different countries. Such a tri-
angulation of case findings was intended to give greater validity to a generalisa-
tion of the findings.  

The different cases are regarded as occasions when modern manage-
ment knowledge is put to test in developing countries 

 The purpose of this study is to develop a perspective on modern management 
knowledge as a cultural phenomenon that contributes to the understanding of 
why and how the cultural basis of this knowledge makes a transfer to Third 
World countries difficult. It is believed that an awareness of the cultural basis of 
modern management knowledge is an important step in the development of a 
cultural sensibility in a more general sense – and an awareness of the necessity 
to adjust management practices transferred in a transfer of management knowl-
edge programme to ensure the acceptability of these practices in the recipient 
society. 
A key to the research strategy pursued is that the different cases in the study are 
seen as occasions when modern management knowledge is put to the test in de-
veloping countries. The problems that are experienced on these occasions are 
regarded as indications of the questioning of culture contingent, implicit as-
sumptions underlying modern management knowledge. 
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The analysis procedure is oriented towards the identification and discussion of 
these assumptions, 
and how they are 
made valid by con-
ditions in the societies 
where modern ma-
nagement practices 
“work and fit”.  

Choice of research 
units 

A number of cases, 
when Swedish mana-
gers had tried to 
introduce and apply 
modern management 
knowledge in deve-
loping countries, were 
sought as sources for 
the data for the study. 

Technology transfer projects were considered to be quite “normal” 
A question considered was whether to base the study on the experiences of man-
agers who had been working in private business, or on the experiences of man-
agers who had been working in aid financed technology transfer projects. Both 
alternatives represent attempts to introduce modern management in developing 
countries, and therefore relevant for the study. 
One possible research strategy considered was to mix private business and aid-
financed projects. This would render the opportunity to compare and discuss the 
differences in problems experienced in both of these alternatives. But it was 
soon realised that this would be a very demanding strategy, since the number of 
cases would need to be quite large to cover this purpose. Because of limited time 
and financial resources, it was therefore decided to restrict the study to just one 
category of projects. 
The private business alternative was first considered the natural choice. It was 
assumed that experiences acquired in this way were less “biased” than experi-
ences acquired from aid financed projects, because aid financed projects are of-
ten government-to-government agreements, and this can be expected to imply 
that social and political issues are given more weight than in normal business. 
Furthermore, Swedish aid policies – and in particular technology transfer pro-
jects – are subject to constant scrutiny in the debate in Sweden, and this can be 
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expected to add to the bias of abnormal weight being put on social and political 
issues. 
There are, however, also reasons to contend that aid financed technology trans-
fer projects might not be as odd as they may first appear, because the import of 
modern technology can be considered a core element in the development strate-
gies of developing countries, and that this import does not occur spontaneously. 
This is considered to be the very root of the development problems of develop-
ing countries ever since the beginning of development aid. Imports have to be 
initiated, and the investment in modern technology financed. This means that an 
involvement of both the recipient country government and the donor organisa-
tions might, in fact, be considered the normal situation in a technology transfer 
context – and therefore also a normal part of the transfer of management knowl-
edge to developing countries. Perhaps even more normal than the private busi-
ness alternative. It was therefore decided to focus on a sample of aid financed 
technology projects and to gather information about the problems occurring 
when modern management knowledge is introduced and applied in these pro-
jects.  

Five different cases were chosen 
To find projects that might be suitable for the study, and to be advised whom to 
address in each project, personnel at the Swedish aid agency were consulted. A 
number of feasible projects were suggested in this consultation, five of which 
were selected for the study. 
The selection criteria were (i) that the cases should be located in different “cul-
tural areas”, and (ii) that several Swedish managers/management advisors 
should have been involved in the transfer of management knowledge, (iii) that 
the transfer of management knowledge programmes should be completed, or on 
the brink to being completed. 
The first criterion was intended to contribute to the general application of the 
findings. The cases were regarded as “rough experiments”, when attempts are 
made to introduce and apply modern management knowledge in developing 
countries. By triangulating the case findings, the peculiar twists of each case and 
each society could be “diversified”. The second criterion was intended make 
conclusions on inter-subjectivity possible. The aim was to interview five to 
seven managers/management advisors who had been involved in each case in 
order to reduce the impact of odd opinions. This meant that the number of pro-
jects suitable for the study was reduced quite substantially as there were not 
many projects involving several professional Swedish managers. The third crite-
rion was intended to make sure that the whole cycle of the attempt to introduce 
modern management knowledge would be covered, not just the initial phase.  
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Choice of data gathering method 

In addition to the emphasis upon the environment, the case study approach has 
another distinguishing feature that is emphasised in literature. This is its ability 
to use different sources of data for the compiling of case study data (Yin 1989). 
Primary data of different kinds are combined with secondary data of different 
kinds to describe a particular case. 
The sources of data used in this study are (i) interviews with “insiders” – these 
interviews are organised into one spontaneous part and one focused part, (ii) ar-
chival data (for instance follow-up reports about the different projects that are 
filed in the archives of SIDA), and (iii) literature on the different recipient coun-
tries, their history and development problems. 

Participant observation was considered too demanding 
Even though several sources of data are used, the interview data comprise the 
backbone of the information used in the compiling of the case studies. Archival 
data and data in literature are used for triangulation and enrichment purposes. 
Two different methods for data collection were considered for the collection of 
primary data: participative observations and interviewing insiders. By partici-
pant observation is meant “research that involves social interaction between the 
researcher and informants in the milieu of the latter, during which data are syste-
matically and unobtrusively collected” (Taylor and Bogdan 1984, p15). This 
method is suggested to be the “best” method for data gathering in qualitative 
research. According to Taylor and Bogdan (1984, p15), “(N)o other method can 
provide the detailed understanding that comes from directly observing people 
and listening to what they have to say at the scene".  
Participant observation would also have been the choice of method in this study 
if time and money had not been less limited. But it is a very demanding method 
in terms of both of these resources. The research problem set out for this study 
made this quite evident. (i) The cost of travelling would be very high if the par-
ticipant observation method had been chosen. Because developing countries are 
far away from Sweden – and it was also part of the research study that the diffe-
rent cases should be situated in different parts of the world. (ii) Participant ob-
servation is normally a quite time-consuming activity. The researcher must stay 
and live in a certain environment long enough to acquire the insight aspired to. 
This is both time and money consuming. (iii) Culture clash literature indicates 
yet another major problem when participation is expected to take place in a de-
veloping country. From this literature it follows that the acclimatisation to a dif-
ferent culture is a process comprised of different phases (cf. Torbiörn, 1976). 
The first of these phases, the “spectator phase”, is often combined with a “post 
card impression” of the foreign country: the climate is warm and enjoyable (de-
veloping countries tends to have warmer climate than the industrialised coun-
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tries) and people are generally nice and friendly. The second phase is often one 
of increasing despair and homesickness. The image of the other country often 
turns into a very negative one. Everything is experienced as being slow and ge-
nerally difficult to cope with. Eventually, a more “valid ” image of the country 
may emerge. Restricting the period of stay to but a few months would therefore 
threaten to render a mistaken and biased picture of the problems connected with 
the transfer of management knowledge to a developing country. 

Interviewing “insiders” was considered more rational  
For these reasons, it was considered to be more rational to rely on the “second 
best” method advocated in qualitative methodology literature: interviewing in-
siders about their experience and opinions (cf. Halvorsen 1992). The insiders in 
this study were Swedish managers with experience of management in the differ-
ent cases. 
Interviewing experienced managers may be considered a way of compressing 
experiences which are gathered during a long period, and which would demand 
a very long time of participant observation to acquire (cf. Taylor and Bogdan 
1984). Since many experienced managers have returned to their ordinary jobs, 
and are available for interview in Sweden, the demand for financial resources 
was also expected to be much less. Furthermore: by interviewing managers who 
had spent a long time in a developing country, it was hoped that the culture clash 
bias would be reduced. 

The aim was to make the interviews dialogue-like  
The interview may be defined as a conversation with a certain purpose (Lincoln 
and Guba 1985). Such a conversation can be carried out in different ways, de-
pending on the personality of the researcher, who the interviewees are, and the 
clarity of the research question. The last point was considered in particular when 
the method for conducting the interviews was designed for this study. 
One issue that must be considered is how structured and standardised the inter-
view should be. Two extremes may be identified: the dialogue and the survey 
(Johansson-Lindfors 1993). In the dialogue, two persons meet and talk about 
some mutual interests. It is not clear at the start precisely what the outcome of 
the conversation will be. This will be evident only in retrospect. In the survey, 
the researcher decides what to talk about and how. Very often, so few options 
are left to the respondents to influence the way the questions are asked, that the 
researcher does not even bother to be present during the “conversation". He or 
she simply distributes a form to be filled in. If the respondent is not satisfied 
with the way the questions are asked, but tries to alter them to fit his or her own 
experiences and opinions, the standard procedure is to code such answers as 
missing answers. 
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The choice between dialogue and survey is a question of how much the re-
searcher knows/thinks he or she knows (Schwartz and Jacobs 1979). If the re-
searcher knows what he or she is looking for, a survey is most appropriate – the 
survey is structured to provide the missing information. But if the researcher is 
uncertain what the most important problems, concepts and relations are concern-
ing the research problem, the conversation must be open to the unexpected to a 
much greater extent. I.e., it must not be firmly structured in advance. The con-
versation must approach a dialogue in such cases. 
The literature review carried out in this study resulted in a general uncertainty 
about what the important problems might be when modern management knowl-
edge is introduced and applied in non-industrialised developing countries. This 
was interpreted to imply that the interviews should be conducted in a rather 
open-ended way – more like a dialogue than a survey. 

An interview guide was used as an “ice breaker” and conveyer of in-
tentions 

In its most extreme form, the dialogue is conducted without any type of inter-
view guide, as the use of an interview guide always introduces the threat of 
“measurement by fiat”. A guide should therefore be avoided if the aim is to let 
the interviewees decide what the important issues are. 
On the other hand, an interview guide has some advantages too. (i) It may serve 
as an “ice breaker” in the interview encounter, because it indicates something to 
begin talking about. Rapport is created through talking about the interview 
guide. (ii) It may provide an impression of efficiency. This may be a good thing 
when professional managers are interviewed, because there is always an oppor-
tunity cost involved. A manager might feel that he or she could use the time in 
another, more effective way than to spend it on a friendly chat with a stranger. 
The interview guide may provide the interview session with the necessary 
weight to reduce this opportunity cost pressure. (iii) Another advantage concerns 
the pre-knowledge of the researcher. The researcher brings his/her preconceived 
ideas with him/her to the conversation. The analysis will also depend on the pre-
conceived ideas of the researcher. By presenting an interview guide, the inter-
viewees have an opportunity to respond to these ideas by asking “questions 
about questions” and to object if the questions asked are considered to be mis-
leading. Most qualitative interviewing is, in fact, structured, but with room left 
for the unexpected (Merriam 1994). (iv) A fourth advantage is that the interview 
guide may serve as a means of conveying the intentions behind the study. This 
might be of importance in this study, considering that Swedish aid policy and 
practice is subject to much debate and criticism. In particular, the transfer of 
modern, large-scale technology has been subject to much criticism. This implies 
that the managers interviewed may feel a bit suspicious concerning the purpose 
of the interview: is the purpose “serious”, or is the real purpose to criticise the 
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aid programme? By presenting an interview guide, it may be possible to reduce 
the possible tension caused by this thinking, and to establish rapport. (v) A fifth 
advantage is that some interviewees may want to think before they answer – it 
may be part of their personality to wish to do so. The interview guide may pro-
vide them with an opportunity in this respect. Several of the interviewees also 
specifically asked for the questions in advance for this reason. 
In conclusion, the advantages of presenting an interview guide were considered 
to be more important than the disadvantages – in particular the “ice breaker” and 
conveyer of intention advantages were considered essential. It was therefore de-
cided to distribute an interview guide to all interviewees prior to the actual in-
terview session.  

Too many questions were thought to result in lack of alertness 
The number of questions is of importance to the alertness of an interviewee and 
to his or her inclination to provide reflective information: when the number of 
questions is large, the risk is great that interviewees start answering in an auto-
matic, non-reflective manner after a while (cf. Johansson-Lindfors 1993). Con-
sidering this risk, it was decided to restrict the interview guide to about twenty 
questions.  

The strategy was to be open to unexpected findings 
The interview guide was structured in accordance with an image of management 
training as being the conveyor of a number of implicit normative messages. But 
to increase the possibility of serendipity, and to increase the impact of the inter-
viewees on the outcome of the interview, a specific policy was followed: 
(i) The interview session was divided into two separate parts. The first of these 
was a spontaneous part, where the interviewees were asked to present their own 
opinions about what they considered to be important aspects in relation to the 
transfer of management knowledge to the particular countries where they had 
been working. This is expected to add to the credibility of the results in general. 
Becker (1971) suggests that a volunteered statement is likely to reflect the ob-
server's preoccupations and possible biases less than responses to questions, be-
cause a question may direct the informant into giving an answer that might 
never occur to him otherwise. 
(ii) During the second phase, the interview guide was discussed. The respon-
dents were asked to respond to questions of a normal standardised survey char-
acter. They were also asked to comment on their responses immediately after 
each question. 
(iii) During the entire interview session, an attempt was made not to influence 
the outcomes more than necessary. When the comments of the interviewees ap-
peared to slow down, or the interviewees appeared to hesitate in one way or an-
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other, a short summary or a repetition of what was just said was used as a “cata-
lyst” in the interview (cf. the advice of Taylor and Bogdan 1984, p 95). This pol-
icy also appeared to work. The interviewees did, in general, appear to be quite 
confident concerning the opinions and observations they wanted to convey. 

The questions asked were considered to be “sensitising questions” 
A main part of the research strategy in this study was to consider the comments 
on questions asked, together with the immediate comments made in the sponta-
neous part of the interviews, as the important interview data. The Likert de-
signed questions presented in the interview guide (cf. Appendix 2) were merely 
regarded as “sensitising questions” intended to elicit the interviewees’ com-
ments. 

Tape recording was used to store the information provided in the in-
terviews 

Two different methods were considered for the recording and storing of what 
was said during the interviews: tape recording and taking written notes.  
The major advantage of tape recordings lies in the high fidelity provided (Lin-
coln and Guba 1985). By fidelity is meant the possibility to reproduce the data 
exactly as they appeared during the interview. The fidelity of written notes is 
lower, but this method has other advantages which motivate its use in inquiries, 
including (i) keeping the interviewer alert and responsible to what is said and 
signalled in an non-verbal form during interviews, (ii) the possibility of “flag-
ging” for interesting items in notes taken – items that can be returned to later in 
the interview, (iii) avoidance of the psychological tension that might occur from 
the interviewee’s awareness of that all he/she says is actually recorded in an un-
deniable fashion, and (iv) avoidance of the risk that technical devices used might 
fail.  
To conduct an interview without a tape recorder is also seen as a way to start 
interpreting information immediately. A continuous comparison and interpreta-
tion of data gathered in the field is part of qualitative data analysis. But tape-
recording has certain evident advantages too, which speak in its favour: (i) For 
one thing, it is a matter of completeness. Since it is not clear from the start what 
will emerge as a pattern, it is considered important that information from the in-
terviews is not filtered away by the interviewer. What might appear of marginal 
importance first, may turn out to be a significant pattern when several interviews 
are compared. To guarantee that as much as possible is saved from the inter-
views, a tape-recorder is a good device (cf. Taylor and Bogdan 1984). (ii) Tape 
recording makes it possible to keep quotations as close to the original statements 
as possible. Quotations have an important role in qualitative research. They can-
not be used to prove anything, but they can provide the reader with an im-
pression of on what data the researcher is basing his/her conclusions. Direct 
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quotations “vivify” the reports written, and bridge the gap between the re-
searcher’s interpretations and the “real thing” (cf. Taylor and Bogdan 1984). (iii) 
It is also a matter of accountability: the tapes are a last resort, if someone wants 
to question whether the interviewees have been properly quoted or interpreted. 
(iv) Tape recording interviews may be regarded as a way to economise with 
time: when note taking is the method used, it is expected that the notes would be 
immediately checked and transcribed in a more complete form, or else much 
might be forgotten. By using a tape recorder, this may be postponed to later, if 
this is more convenient. 
In considering the pros and cons of tape-recording and note-taking, Schwartz 
and Jacobs (1979) conclude that it is up to the researcher's style, memory and 
the immediate situation whether a tape-recorder is to be used or not. In this 
study, the advantages of using a tape recorder were considered more important 
than the disadvantages. Tape recording was therefore used at every interview 
session. 

Informant feedback was considered important for ethical reasons 
The tape-recorded interviews could be used in two different ways: either kept in 
tape form, or transcribed. The first alternative appeared to demand least effort, 
but there are also important motives for transcribing the interviews.  
One motive that was considered very important was an ethical one: it was con-
sidered important that the interviewees had the chance to comment on and cor-
rect the interpretation of what they had said – and also to indicate when they did 
not want to be quoted. 
This was regarded as particularly important in this study, since several of the 
interviewees hoped to be able to work as management consultants in developing 
countries on other projects in the future. With this in mind, it was necessary to 
promise the interviewees anonymity, and also that they would have the op-
portunity of checking what they had said. Hence, it was decided that the inter-
views should be transcribed and returned to the interviewees for checking and 
confirmation.  
On several occasions, the interviewees also wanted to change what was tran-
scribed; either because they felt they had been misquoted, or because they real-
ised that they needed to explain their message in a better, more accurate way, 
than had occurred during the interview. 

… and as a method to cope with the translation problem 
Another motive for transcribing the interviews was related to the translation 
problem. It was decided at an early stage that the report should be written in En-
glish. The main reason was that this would facilitate the discussion of the find-
ings with non-Swedish persons. The interviews were conducted in Swedish, 
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though (even if the interview guide was written in English): two Swedes com-
municating in English felt a bit needless and peculiar. This made the translation 
of the interviews into English necessary, and this did, of course, threaten the re-
liability of the interview data when it was analysed at a later stage. By transcrib-
ing the interviews in English and then returning them to the interviewees for 
confirmation, an attempt was made to reduce this problem as much as possible. 

The questions were “calibrated” initially  
A good practice in all interview practice is to make a preliminary check of the 
questions asked. If not, one cannot be confident that the respondents really un-
derstand the questions or interpreted them in the way they were intended. This 
practice is common sense in survey studies, but the reason for doing it in inter-
views is equally valid – in particular if an interview guide is used. 
The first three interviews with managers who had been working in Vietnam 
were used very much for this purpose: part of the discussion was devoted to a 
discussion of the interview guide and the questions asked. The interview guide 
was also adjusted somewhat as a result of this discussion, but after the third in-
terview no more changes in the guide were considered to be necessary. The in-
terviewees no longer signalled any ambiguity concerning the questions. 
This meant that the interview guide was a bit different for the first three intervi-
ewees than for the others. This was, however, not considered to be a major prob-
lem, because the emphasis of the coding procedure study was to be placed on 
the comments rather than upon the responses to direct questions. The number of 
managers who were possible to reach was also quite large in the Vietnam case, 
and this made it possible to compensate for the loss of informants and informa-
tion that followed from the calibration process. 

Telephone interviews were a way to economise with time and money 
The possibility of making telephone interviews was considered. Technical de-
vices are available that make tape-recording of telephone interviews possible. 
Given limited financial resources, telephone interviews are quite naturally an 
effective method, since no travel is needed. This advantage of telephone inter-
viewing was important to the data gathering strategy in this study, because the 
interviewees were scattered all over Sweden. An additional advantage is that the 
interviews can take place whenever it is convenient for the interviewees. 
But conducting telephone interviews has some disadvantages too. One major 
disadvantage is that communication is not entirely an oral matter. Much com-
munication involves body language, and this language is lacking in telephone in-
terviews. In particular, hesitation and ambiguity are communicated through 
body language. 
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A compromise was made: the interviews were conducted face-to-face in the be-
ginning, whilst the telephone was used in the later interviews. Hence, interviews 
were conducted face-to-face with the managers who had been working in Viet-
nam and Tanzania, and telephone interviews were conducted with the rest of the 
interviewees. 

Choice of informants 

After a number of projects had been selected, a number of managers from each 
project were selected for interview. 

An attempt was made to build on inter-subjectivity 
One issue considered in the choice of interviewees was the risk that a single in-
terviewee might have a specifically personal image of the problems occurring 
when modern management knowledge is introduced to a developing country. 
Basically, this is a question of the old truism that every human being is unique. 
His or her personality is the indeterminable outcome of a multitude of interact-
ing experiences, including family background, life and work experiences, and 
professional education. 
The experiences from the developing countries may also be very different, partly 
depending on personality and “personal chemistry” in the relations with the lo-
cal personnel and counterparts, work-tasks – and many other aspects related to 
the work of the project. It was concluded that it might be a good thing to in-
terview several managers who had been working on the same project. This was 
seen as a way to reduce the impact of odd opinions, and to bring out an inter-
subjective image of the knowledge that is transferred in a transfer of manage-
ment knowledge project.  

A “snowball sampling” procedure was pursued 
Initially, the idea was to choose interviewees from a list of managers who had 
been involved in each project. This would make it possible to “cover” the case 
by choosing managers with different responsibilities and managerial profes-
sions. But it was soon discovered that there were no such lists available at SIDA 
– or at least that the SIDA personnel consulted were not very keen on presenting 
such lists. Instead, one or two key persons from each project were mentioned 
and the advice was given to turn to them for more information about the projects 
– including the managers involved. 
In this situation, it was decided to use a snowball sampling procedure 
(Halvorsen 1992, Lincoln and Guba 1985, Taylor and Bogdan 1984). The man-
agers interviewed were asked to mention other managers who had been involved 
in the projects, and who could be interviewed about their experiences from 
them. These interviewees were asked in their turn to recommend other manag-
ers, and so on. 
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Apart from the necessity of relying on a snowball sampling procedure, this sam-
pling procedure was also considered to have other benefits. The most important 
of these was the possibility to refer to some one known to a potential inter-
viewee. This could be expected to serve as an “ice breaker” when contact was 
made (cf. Johansson-Lindfors 1993) – and it also proved to work that way. 
Another expected benefit was that the managers could give some hints concern-
ing the credibility of other managers who had been working on the project. It 
might be that some managers for some reasons had a rather odd image of the 
managerial role or of the problems that had occurred or could be expected to 
give a very “personal” image of the problems for some other reason. It was ex-
pected that these managers would either not be recommended, or recommended 
with comments. In a couple of cases, it was also remarked that the management 
style of a particular manager was not representative for Swedish managers in 
general, and that this manager’s image of the problems occurring could be ex-
pected to be biased for that reason. 

A sample of five to seven informants from each case was felt to be suf-
ficient 

The number of informants was more-or-less intuitively decided on. The general 
idea was that one manager's “odd” image would stand out if several managers 
were interviewed, but also that the “marginal utility” of yet one more informant 
decreases when the number is increased. A sample of five to seven informants 
was felt to be sufficient – at least till the data had proven otherwise.  
It turned out that there was a core of key managers involved in each transfer of 
management knowledge programme. Some of these managers were hard to 
reach, since they were on other missions in developing countries, but all in all, it 
turned out that the number of managers recommended and attainable from each 
project was just about the size predetermined. The exception was the Vinh Phu 
case, were the number of managers mentioned was quite large. In that particular 
case, eleven managers were interviewed. 
Number of managers interviewed:  
The Vinh Phu case  11 interviewees 
The TPCC case   8 interviewees 
The Lao Road Sector case  6 interviewees 
The Socotram case   7 interviewees 
The Inmine case   6 interviewees 
The interviews were conducted successively during a three-year period, 1990 to 
1993, but the period spanned by the case studies was longer: 
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In the Vinh Phu case, the construction of the factory commenced in the mid 
1970s. The managers interviewed did, however, belong to an organisation that 
was responsible for the transfer of management knowledge. This transfer com-
menced in 1980, and was on the verge of completion when the interviews were 
conducted.  
In the TPCC case, the rehabilitation project – including the transfer of manage-
ment knowledge – commenced in 1984. Most of the Swedish managers had 
been “phased out” when the interviews were conducted, but there were still a 
few managers working on the project.  
In the Lao Road Sector case, the project commenced in the beginning of the 
1980s, and it was still going on when the interviews were conducted. The Work-
shop KM 14 part of the assistance was, however, completed at the end of 1990.  
In the Socotram case, the support commenced in 1978 and it was still running 
when the interviews were conducted. 
In the Inmine case, the rehabilitation assistance commenced in 1982, and it was 
on the verge of being completed when the interviews were conducted.  

Anonymity was guaranteed  
The focus in this study is on problems occurring when Swedish managers have 
attempted to introduce and apply their professional capability in developing 
countries. This makes it inevitable that politicians and decision-makers in the 
host countries might perceive the comments as offending and non-favourable. 
This was, in its turn, considered to make a guaranteeing of anonymity important 
to the quality of the interviewing data, because many of the interviewees were in 
the “aid business” and foresaw that they might return to the countries from 
which they had experiences – or take jobs in other developing countries. In such 
a situation they could be expected to be less frank in their comments if they 
could be recognised by their names in the report. The interviewees are therefore 
“speaking with one tongue” in the cases. In research strategy terms, they are 
seen as “carriers” of the same modern management knowledge, and the expecta-
tion is that they are attempting to introduce and apply management practices 
based upon the same core normative messages.  

Composing cases 

After the interviews had been conducted with the managers who had been in-
volved in the transfer of management knowledge programmes, it was time to 
compose the cases. 
The method used for this purpose was inspired by the constant comparison-
method, presented by Glaser and Strauss (1967). The key activities in the proc-
essing of the case information were (i) coding of data, (ii) memo writing, (iii) 
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thematisation and identification of code categories, and (iv) writing cases based 
upon both primary information and secondary information.  

Coding of interviews 
The coding of the interview data was carried out in an iterative way: 
(i) To begin with, the interviews were cut into separate statements, observations 
etc. These were regarded as the raw data that should be analysed. The state-
ments, observations etc., were then coded tentatively according to the message 
they conveyed. In many cases it was quite evident what the message was, but in 
several cases there was also an ambiguity in this respect. In these cases, the 
statement or observation was coded in different ways (cf. Lincoln and Guba 
1985). The coding also included the name of the interviewee, and developing 
country where he/she had been working. (ii) The next step in the coding proce-
dure consisted of comparing the coding of different interviews. This resulted in 
changes and adjustments of the coding categories, in order to make them cover 
statements and observations that appeared to be related. Several major coding 
categories emerged from the material, together with lots of statements and ob-
servations that did not easily fit into any of these major categories. (iii) When 
the major themes had been identified, all observations and statements were re-
coded with these themes in mind. This made it possible to categorise even more 
as belonging to the major themes. It also resulted in adjustments of coding cate-
gories to make these fit the raw data better. The guiding rule was that the coding 
categories should fit the data – not the other way around (cf. Glaser and Strauss 
1967). 

An analysis of the management consultant role was postponed to a 
later study 

The interviews were conducted in two separate parts: one very open-ended, 
spontaneous observation part, and one focused part. This was made to avoid 
“measurement by fiat” as far as possible. 
The uncertainty of the preconceived image of the management role as comprised 
of three different roles; the decision-maker, the leader and the boundary spanner, 
was the reason for such a method, as was the uncertainty of the assumption that 
modern management knowledge conveys precisely the core normative messages 
derived in the literature study. It might be that managers themselves perceive 
their management roles differently, and also that they consider other messages 
of importance. The intention was that the spontaneous part of the interview pro-
cedure made a correction in these respects possible.  
When the interviews were coded, one more role also emerged from the material: 
many comments concerned the role of the expatriate management consultant. 
For instance, many interviewees commented on the problems of communicating 
with the local counterparts and other local personnel. But when the cases were 
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about to be composed, it was decided to exclude this role. It is a role that is very 
interesting and important when the transfer of knowledge is considered, but it 
was also assumed that this is not something that makes modern management 
knowledge per se inappropriate in the developing countries. It was therefore de-
cided that an analysis of the consultant role could and should be postponed to a 
later study. 

Memos were attached to coded raw data  
The second important part of inductive analysis consists of writing memos. In 
these memos, the analyser writes down comments and ideas evoked during the 
coding – and during the field study. These comments serve as a very important 
input in the writing of the final report. They are the stuff the case writing is 
based upon. 
The writing of memos was made by (a) collecting the different observations and 
statements under different themes, and (b) writing a short story about each 
theme, trying to express what the interviewees had tried to convey – followed by 
a quotation or two to support the interpretation. 

A matrix indicating frequency of reference was composed 
To systematise the interview information a matrix was created, with initials of 
the interviewees on one axis and the different coding categories on the other. 
Trost (1993) calls this kind of matrix a working matrix and recommends it in 
qualitative analysis. It is a “starter” in the process of systematising and analysing 
observations.  
It was evident from this matrix that some categories were mentioned by just one 
or two interviewees whilst other coding categories were mentioned much more 
frequently. The foci of the case writing are placed primarily on these most fre-
quent categories and the memos attached to them (cf. Becker’s 1971, suggestion 
to employ a “quasi statistical” selection of observations). The frequency is con-
sidered to indicate the degree of inter-subjectivity in perception of problems – 
even though there is no real statistical proof for such an assumption. Case writ-
ing must be based upon a “logic of reason”, not on a “logic of statistics”. 

Completing cases  
Even though interview data were considered most important for the case de-
scriptions, they were not the only data used. Additional information was gath-
ered from follow-up reports stored in archives and also from general descrip-
tions of the recipient countries and their socio-economic development.  
This additional information was partly used for triangulation purposes: follow 
up reports and other archival information was consulted to see if the themes 
identified in the interpretation of interviews could be corroborated. The addi-
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Figure 21: Different sources used to compose the cases 

tional information was also used for descriptions of case backgrounds – at both 
society level and enterprise level.  

Summarising the case studies  
A problem with all types of qualitative research is the proportions of data col-
lected. Just a few qualitative interviews or occasions of participant observation 
often result in huge amounts of impressions and written pages (cf. Bryman 1992, 
Halvorsen 1992, Yin 1989). This was a problem also in this study. Each case 
turned out to be about 80 to 100 pages. This made it impossible to present the 
cases in a report in their full length. Following Yin’s (1989) advice, each case 
was therefore summarised. These summaries are presented in Appendix 1 at the 
back of the report. 

Method of analysis 

The general methodological approach chosen for this study is the qualitative 
case study approach. As with qualitative studies in general, this makes the 
method of analysis the most problematic part to design and apply (cf. Miles 
1983), because there are few conventions to rely on. It is very much up to the 
single researcher to design his/her own method of analysis. 
The method of analysis used in this study is designed with two major considera-
tions in mind: (i) the necessity of keeping an open mind on empirical findings, 
and (ii) the difficulty of identifying and discussing implicit assumptions in a di-
rect manner.  
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Part of the analysis was carried out during information gathering and 
case composition 

It is a significant feature of qualitative methods that analysis and information 
gathering cannot be as clearly separated as in quantitative methods. The analysis 
commences as soon as the information gathering begins, both in a dialogue with 
informants and as a result of a constant comparison of the information gathered 
(cf. Glaser and Strauss 1967) 
This blend of information gathering and analysis was also part of the research 
design for this study. The literature review undertaken had resulted in a general 
impression of uncertainty about problems likely to occur when modern man-
agement knowledge is introduced in non-industrialised developing countries. To 
reduce the risk of basing the study on a “measurement by fiat”, it was therefore 
decided to gather information about problems occurring in a relatively open-
ended way – and to systematise this information through a process of coding, 
memo writing, thematisation, and case composition. These activities are ele-
ments of the analysis carried out during the information gathering and case-
composition phase.  

The next step was to carry out a cross-case comparison 
After the single cases had been composed, a cross-case comparison was made. 
The opportunity of making such a cross-case comparison is a major advantage 
of the multiple case study, compared with the single case study. The credibility 
of findings is considered to be enhanced if they are based upon more than one 
case (Merriam 1994). A major reason for this is that the logic of triangulation 
can be applied i.e., the credibility of a finding is strengthened if different cases 
come up with the same findings.  
This is also something that is of importance in this study. By comparing differ-
ent attempts to introduce and apply modern management knowledge in different 
developing countries, the logic of triangulation may be relied upon because 
when the same problems occur in different developing countries, this may be 
regarded as an indication of the general applicability of these problems.  
The different cases were thus compared in a search for common denominators in 
the problems experienced when modern management knowledge is introduced 
in developing countries. 

The applicability of core normative messages was central to the cross-
case comparison 

The cross-case comparison carried out is presented as a “mastercase”, where ex-
periences from all the five cases in the study are blended in an attempt to present 
a more general image of the problems occurring when modern management 
knowledge is introduced in developing countries. This blend was structured in 
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terms of reasons why the applicability of different core normative messages un-
derlying modern management knowledge in developing countries can be ques-
tioned. 
The idea is that modern management knowledge is a body of theories and ideas 
about appropriate managerial behaviour. These theories and ideas may vary 
quite a lot, but at the foundation of the body of knowledge there are a number of 
normative messages which are more-or-less the same. The applicability of mod-
ern management knowledge is considered to rest upon the applicability of these 
different normative messages. If the applicability of the normative messages is 
questioned, the whole construct of theories and ideas comprising modern man-
agement knowledge can be questioned too. 

A sixth core normative message was identified 
A literature review carried out had resulted in the identification of five core 
normative messages at the foundation of modern management knowledge (i) the 
planning imperative, (ii) the perfect rationality ideal, (iii) the democratic leader-
ship ideal, (iv) the Maslowian message, and (v) the market orientation impera-
tive. But the literature review had also resulted in a general feeling of uncer-
tainty whether these normative messages were the correct ones, or if other mes-
sages should be included. The search was therefore designed to be open to the 
possibility that new normative messages might have to be introduced to account 
for problems experienced.  
When attempts were made to attach the different problems experienced to the 
different normative messages identified, this procedure also indicated that there 
might be yet another core normative message implicit in modern management 
knowledge and conveyed in management training: one that is so fundamental 
and taken-for-granted that it was first neglected. This sixth normative message 
may be labelled the “don’t be a ‘Jack of all trades’” message. 
This normative message is basically an expression of the great importance paid 
to the specialisation-advantage in economic thinking in Western, industrialised 
societies. It was evident from the case experiences that there are difficulties in 
implementing management policies based upon this normative message in non-
industrialised developing countries – at least immediately and to the same extent 
as in Sweden. The master case composed also included observations which 
made the applicability of the “don’t be a ‘Jack of all trades’” message question-
able in developing countries.  

Problems experienced are interpreted as cultural clashes  
It is a basic belief behind this study that the cultural basis of modern manage-
ment knowledge makes its introduction and application in developing countries 
combined with cultural clashes. The ambition is to contribute to the understand-
ing of why and how such cultural clashes occur. It is also assumed that the very 
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essence of the cultural basis of modern management knowledge consists of cul-
ture contingent assumptions about management relevant phenomena, and that 
cultural clashes stem from the questioning of such culture contingent assump-
tions at the basis of modern management knowledge.  
It was not clear from start which the culture contingent assumptions were that 
were questioned. This was rather supposed to be the result of the analysis. The 
analysis was therefore designed as a search for such assumptions questioned. 
A core consideration when the analysis method was designed was that the cul-
ture contingent assumptions searched for are so self-evident and taken-for 
granted that they are transparent and almost invisible to those who have internal-
ised them. The search strategy was therefore designed with the intention of iden-
tifying the assumptions through the traces they leave, rather than to attempt to 
observe and discuss them in a direct way.  
The “assumption questioned” concept was central to the method employed for 
tracing. The assumptions underlying modern management knowledge were 
taken to be the results of experiences made and interpreted in Western, industri-
alised societies where this knowledge has emerged and evolved and where it is 
conveyed in management training. They are continuously assessed through man-
agement in action, and they may remain implicit as long as new experiences do 
not question them. The fact that the assumptions remain implicit is an indication 
that they are “sufficiently” valid. The constant assessment through management-
in-action results in a constant corroboration.  
The situation is, however, expected to be quite different in non-Western, non-
industrialised societies. Because socio-economic and other environmental condi-
tions can be taken to be different in such societies, and the constant assessment 
process will not result in constant corroboration for that reason. In this alien en-
vironment, the assumptions are expected to be challenged. Then they result in 
confusion – and in the experiencing of problems. Implicit assumptions surface 
as problems when they are questioned. 
The problems experienced by Swedish managers when they have attempted to 
introduce and apply modern management knowledge in developing countries are 
regarded as such indications of cultural clashes stemming from the questioning  
of implicit assumptions. 

The scope-and-depth problem called for a narrowing of the search fo-
cus 

The search for implicit assumptions questioned was carried out in an open-
ended way. The problems experienced inter-subjectively were analysed in terms 
of assumptions questioned, and these assumptions were derived on the simple 
basis that a problem experienced indicates an implicit assumption about the op-
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posite situation in Sweden, with no a priori expectation about what the situation 
might be. 
This open-ended search resulted in the identification of a veritable “swarm” of 
such assumptions. It was a matter of assumptions about quite varying phenom-
ena in reality, and with quite varying scope and precision. This made evident 
both the difficulty of the task of the transfer of management knowledge and the 
necessity to restrict the focus of the search for assumptions. 

The necessity to restrict the focus of the search follows from a scope-and-depth 
problem that is innate when the cognitive approach is used in an open-ended 
manner. Basically, everything perceived by individuals is perceived through a 
lens of assumptions about what is “out there” and how it works. These assump-
tions are culture contingent. This means that the mental world – in all its aspects 
and details - is a world of culture contingent assumptions. It also means that an 
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analysis of all differences in all aspects of the worldview is a mission impossi-
ble. There is therefore a need to restrict the analysis to certain basic assumptions 
to make the task viable.  
The next step in the analysis procedure was therefore to search for a pattern in 
the swarm of assumptions that pointed to such basic assumptions. Notable is that 
this step in the analysis procedure was not planned for. It was rather an unin-
tended outcome of the initial analysis of the problems occurring.  
The method used in the search for basic assumptions may be described as itera-
tive clustering and coding: the assumptions were iteratively compared and clus-
tered together under common denominators – that were searched for in the clus-
tering process. The common denominators used were first very tentative in their 
character. They were often changed and modified to fit the assumptions. Succes-
sively, a more stable pattern of such denominators – or coding categories – did, 
however, emerge from the iterative clustering procedure. 

Different assumptions could be grouped together as assumed qualities 
of the same phenomenon 

One part of the pattern that gradually emerged in the analysis process was that 
different assumptions could be grouped together as assumed qualities of the 
same phenomenon in reality.  
An important observation behind the recognition of this part of the pattern was 
the observation that different assumptions concerned the employee. It appeared 
that the rationality of modern management practices does not rest on just one 
assumption about the employee. There are rather different assumptions that are 
basic to different practices – and together they compose a more general image of 
the employee – as a capable individual who is loyal to the organisation and able 
to take care of his/her own life after work (the capable employee assumption, the 
organisation employee assumption and the autonomous employee assumption).  
With this identification of the image of the employee as composed of different 
basic assumptions in mind, an attempt was subsequently made to identify other 
“image – assumed qualities” constellations in the assumption swarm. The proc-
ess was very much a puzzle-solving process: “how about this assumption, which 
phenomenon in reality does it fit in with?” 
Eventually, a pattern of fifteen basic assumptions attached to six different im-
ages of management relevant phenomena was identified in the swarm of implicit 
assumptions (c.f., table 4). 

The search was inspired by Schein’s paradigm approach 
During the search for a pattern in the assumption swarm, it was realised that 
Schein’s (1996, 1997) paradigm approach was useful to provide the emerging 
pattern with a structure. According to this approach, the very essence of culture 
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consists in a confined number of implicit basic assumptions that explain organ-
isational and managerial behaviour. Together, these basic assumptions compose 
a culture contingent paradigm.  
Notably is – again – that the employment of this approach in the analysis was 
not planned for. The usefulness of the approach was rather something that be-
came evident in the analysis process, and as an outcome of the initial analysis 
carried out. 
The assumed qualities that were gradually identified as attached to different im-
ages of management relevant phenomena are regarded as such basic assump-
tions that are crucial elements of a culture contingent paradigm underlying mod-
ern management knowledge. 

The basic assumptions have a “hypothesis character”  
It is part of the paradigm approach that the basic assumptions are the results of a 
learning process on a collective level. This learning process is initiated by a 
manager – or management team – who introduces and advocates a recipe for 
behaviour that is promised to result in success. The logic behind this recipe for 
behaviour rests upon the basic assumptions – which may appear quite question-
able to other organisation members.  
A core idea behind the learning process is that the basic assumptions have a 
“hypothesis character”, and that they are put to test through management-in-
action. If this results in the promised success, the other organisation members 
gradually change their opinions and start accepting and endorsing the logic be-
hind the behaviour-recipe, including the basic assumptions embedded in this 
recipe. Eventually, this results in a taken-for-granted feature of the basic as-
sumptions – that is the basis of their implicitness. Schein labels this process 
cognitive transformation through empirical validation.  

Environmental conditions are crucial to the perceived validity of the 
basic assumptions 

An essential thought in this study is that the learning process does not take place 
in a vacuum. It is believed to be a relationship – although imperfect – between 
conditions “out there” in reality and culture contingent basic assumptions. For 
one thing, it is held that the basic assumptions are interpretations of experiences 
made of management in a particular environmental context. They are also put to 
test through management-in-action in an environmental context – that may be 
similar or different from that which is the basis for the interpretations.  
What is essential here is that different environmental conditions make experi-
ences from the same managerial behaviour differ too. Environmental conditions 
that make experiences from management-in-action corroborate the validity of 
the basic assumptions are labelled corroborating conditions in this study.  
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This is the logic behind another part of the pattern that emerged gradually in the 
re-categorising process: some of the assumptions in the assumption-swarm 
pointed to taken-for-granted environmental conditions that are necessary for the 
validity of the fifteen basic assumptions. It was, for instance, evident that the 
validity of the predictability assumption rested on the existence of a number of 
certainty-generating environmental conditions – that were questioned in the de-
veloping countries in the study. Similar patterns could also be traced between 
other basic assumptions and taken-for-granted environmental conditions.  
Part of the re-categorising and re-coding procedure was devoted to a search for 
different corroborating conditions in the same iterative way as the basic assump-
tions were searched for. Quite a number of such corroborating conditions were 
also identified as important to the perceived validity of the basic assumptions 
(c.f., table 4).  

The coding scheme 
The iterative clustering and coding procedure resulted in a coding scheme in 
which the implicit assumptions included in the assumption swarm were coded as 
either (a) basic assumptions attached to different management relevant images, 
and (b) taken-for-granted corroborating conditions. 
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The relationship between basic assumptions and corroborating condi-
tions is a key to the understanding of the cultural relativity of modern 
management knowledge … 

A core belief in the analysis procedure is that the relationship between the para-
digm of basic assumptions underlying modern management knowledge and dif-
ferent socio-economic conditions that corroborate these assumptions is a key to 
the understanding of the cultural basis of modern management. This relationship 
“de-mystifies” the cultural basis and makes it explainable and understandable. It 

Table 1: Part of the coding scheme (see appendix 3) 
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also makes the need for cultural adjustments evident when management prac-
tices are transferred to other societies, with different socio-economic conditions. 
Part of the analysis of the swarm of assumptions identified is therefore to ana-
lyse the relationship between basic assumptions and corroborating conditions 
more closely. This is carried out in a qualitative reasoning process, with the cod-
ing scheme as a point of departure.  

… and to the need for adjustments of management practices trans-
ferred 

The relationship between the basic assumptions and the corroborating conditions 
is also used to discuss the need for adjustments of management practices in both 
the short term and the long run.  
The basic premise behind this discussion is that the long-term aim of a transfer 
of modern management knowledge programme is to make the local managers 
accept and endorse the core normative messages conveyed in management 
knowledge. This acceptance and endorsement is considered to be the result of an 
empirical validation, when experience from management-in-action validates the 
viability of the management practices advocated in the transfer programme - and 
they do so only if the socio-economic conditions are the “right”.  
It is therefore considered to be important for the long term success of transfer of 
modern management knowledge programmes that steps are taken to make sure 
that the socio-economic conditions in the recipient societies corroborate the 
paradigm of assumptions underlying modern management knowledge.  
Such a management of environmental conditions is, however, also expected to 
be possible only in the long run. In the short term, steps must therefore be taken 
to adjust the management practices advocated to the prevailing socio-economic 
conditions in the recipient societies to make these practices “work and fit” in 
these societies. 

Notes on the issues of generalisation and validity  

The employment of a qualitative case study to search for the cultural basis of 
modern management knowledge introduces two issues, which are much dis-
cussed and disputed in methodology. One issue concerns the ability to generalise 
from case findings; the other is the issue of how to assess the validity of qualita-
tive research findings. 

”The logic of the sample” can never be applied in case studies 
One stumbling block in case studies is the wish to generalise findings. This gen-
eralisation is a matter of drawing conclusions, which are considered valid “out-
side cases boundaries”. A common argument is that this is impossible, since (a) 
every case is unique, and (b) generalising from just one case is a “correlation of 
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the single point”. But it may also be contended that a generalisation of case 
study findings is possible – and probably even inescapable: 
(i) For one thing, it is part of the function of the human brain to see patterns in 
observations and to draw “lines between dots”. This is what is labelled the cog-
nitive imperative in the frame of reference of this study. Transferred to the prob-
lem of generalising from case studies, this means that it is inevitable that both 
researchers and readers do generalise from case findings.  
(ii) For another thing, a very important generalisation process can be alleged to 
take place when readers of a report contemplate the relevance of the findings for 
their own situation – which may be quite different from the case study. They see 
similarities and differences and make use of the findings in their own situation – 
i.e., “outside case boundaries”. 
(iii) A third way to address the problem of generalisation from case studies is 
presented by Yin (1989), who argues that the possibility of making generalisa-
tions from case findings is basically a matter of the type of logic applied. He 
identifies two main generalisation strategies: statistical generalisation and ana-
lytical generalisation. Statistical generalisation rests upon the “logic of the sam-
ple”. It is a matter of drawing a small sample in a proper statistical manner from 
a larger population, and then to generalise the findings in the sample to the lar-
ger population. This, it is suggested, is an impossible mission in a case study 
approach. A more accurate way of generalising from case findings is considered 
to be to rely on the analytical generalisation strategy. This strategy rests upon 
the “logic of the experiment”, or the “logic of replication”. The case study 
should be designed to resemble an experiment. This means that hypotheses – 
Yin labels them propositions – should be derived from a more general theoreti-
cal framework, and then put to the test in the study.  
The conditions for the “experiment”, i.e., the features of the case, should also be 
explicitly accounted for (cf. also Cook’s and Campbell’s (1979) “quasi experi-
mental” research design). The hypotheses can then be corroborated or not in the 
case study and it is also possible for the readers of the research report to reflect 
upon the conditions leading to the results. 

The replication process has just commenced in the context of discovery 
The standard procedure advocated by Yin is that case studies should be based 
upon well-defined, well-articulated propositions. Basically, the approach can be 
described as deductive. But he also suggests that a case study may be induc-
tively oriented. The most important reason for such a research orientation is that 
the knowledge about a research problem is rudimentary and laden with uncer-
tainty. 
When a sound basis for the derivation of propositions is lacking, the case study 
can – and should – be designed to be exploratory. In such a situation, the repli-
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cation process has just started, and the purpose is to search for ideas about rela-
tionships in an open-ended way rather than to test well-founded hypotheses. 

The logic of replication is leaned on in this study 
The aim is to generalise from findings in this study. The logic applied is a vari-
ant of Yin’s approach when there is little knowledge about the research problem. 
Information gathering, analysis and generalisation are made with certain re-
search questions as a main thread: 
One research question guiding information gathering and processing is “what 
problems occur when Swedish managers attempt to apply these messages in de-
veloping countries?” Another major research question is “how can these prob-
lems be interpreted in cultural terms?” The latter question is broken down into 
two sub-questions in the analysis: “what implicit assumptions are questioned 
when modern management knowledge is applied in non-industrialised develop-
ing countries?” and “what environmental conditions make these implicit as-
sumptions valid and viable in Western, industrialised societies like Sweden, but 
questioned in non-industrialised developing countries?”  
The answers to these questions are expressed in general terms – as problems oc-
curring when modern management knowledge is applied in non-industrialised 
developing countries, and as assumptions that are questioned in this context. But 
these generalisations are regarded as highly tentative. The process of replication 
has just commenced, and the future will show if the interpretations made in this 
study hold, or if they will be rejected.  

The issue of the validity of qualitative findings  
The validity of findings is a core issue in the positivist research tradition – and a 
main theme in the criticism of hermeneutic/qualitative research influenced by 
positivism. There are quite straightforward rules and methods for assessing the 
validity of research employing statistical and experimental research methods. 
But the same methods are not feasible for qualitative findings, primarily because 
positivist /quantitative methods for the assessment of validity and reliability are 
based upon measurement as a core research process, whilst the core research 
process in hermeneutic/qualitative research is interpretation. This difference 
calls for different criteria for validation.  
Two different lines of argument can be identified in the discussion about “her-
meneutic validity criteria”. One line is that one may use the same concepts as in 
positivist research, but adapt these criteria to fit the different research intent (cf. 
for instance Kirk and Miller, 1986, Yin 1989). The other line of argument con-
tends that the different research aim calls for quite different “truth-value crite-
ria” (cf. Merriam 1994). 
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When attempts have been made to present separate “hermeneutic validity crite-
ria”, two alternative validity concepts have received much attention: discourse 
validity and praxis validity. 

Discourse validity is an “alternative validity concept” 
The discourse validity concept is based upon an image of social science as a 
meaning imposing process, based upon an ever-continuing dialogue, with the 
purpose of “exploring, revealing and thereby constructing meaning and self-
insight in the collective subject” (Enerstvedt 1989). It is also suggested that “the 
human science researcher must interpret his or her research results not in terms 
of a search for certainty, but, rather as part of the project of an on-going schol-
arly debate or “conversation” in which “reality” is socially constructed” (Salner 
1989, p 66).  
With this image of research findings as an argument in an ever-continuing scien-
tific discourse, the ultimate relevance and validity of the single research find-
ings, based upon qualitative data, is sought outside the single report. The valid-
ity of a specific research finding is a matter of “communication validity” (Kvale 
1989), or “discourse validity” (Larsson 1994), rather than of “predictive valid-
ity” or “concurrent validity”: arguments are presented and scrutinised by mem-
bers of the scientific community, or the “community of scholars” (Kvale 1989, p 
85), and the strongest argument “wins”, i.e. receives influence and recognition 
in the meaning-imposing process of inter-subjective knowledge construction. 

Praxis validity is another alternative validity concept  
 Another validity concept that is central to the discussion of hermeneu-
tic/qualitative research findings is that of “praxis validity” or “pragmatic valid-
ity” or “ecological validity” or “trial and error validity” (Enerstvedt 1993, Kvale 
1989, Larsson 1994). The logic behind this definition of validity is that the sci-
entific discourse does not live a life of its own. The meanings presented as re-
search findings are eventually implemented, and then they are tested and found 
more-or-less useful – or completely erroneous. “The effectiveness of our knowl-
edge belief is demonstrated by the effectiveness of our action” (Kvale 1989, p 
86). The innate ability of human beings to learn from experience implies that the 
experience of meanings expressed in action will lead to new insights into mean-
ings. “Thus, the ability to learn from trial and error – a universal human ability – 
is the foundation of our capacity to create hypotheses and theories, test them in 
practice, and amend or abandon them according to the demands of communal 
existence. Writ large, the trials and errors of human beings are the stuff of our 
human history. The story of the evolution of our cultures and societies, in which 
errors play an important role, trials are continuous, and the search for truth as we 
usually define it empirically is a minor subplot. Human trial and error learning is 



 83

the basis for the formation of public policies, and it defines the arena in which 
these policies are implemented, retained, and abandoned” (Salner 1989, p 55). 
This assessment of the validity of hermeneutic/qualitative research findings in 
action can be expected to influence the scientific discourse as a feedback proc-
ess, invoking attempts to re-interpret the situation on the basis of new observa-
tions and problems experienced in social intercourse. Praxis validity can there-
fore be regarded as part of the continuing discourse on management, and thus 
closely related to discourse validity. 

Conventions for strengthening of arguments 
Different conventions for the strengthening of argumentation are also presented 
in the qualitative research oriented methodological literature, including explicit-
ness of research methods and interpretations (cf. Kvale 1989, Larsson 1994, 
Lindholm 1980), triangulation (Larsson 1994, Merriam 1994, Miles and Huber-
man 1984, Tschudi 1989), informant feedback (Guba and Lincoln 1981, Larsson 
1994, Merriam 1994, Miles and Huberman 1989, Patel and Tebelius 1987), and 
peer-group debriefing (Merriam 1994). 

The discourse validity idea is leaned on in this study … 
An attempt is made in this study to strengthen arguments and enhance their 
credibility through informant feedback, triangulation (of informants, of sources 
of data, and of cases), peer-group debriefing, and attempts to be explicit about 
research and interpretation procedures. These attempts are considered to be im-
portant elements of the research strategy pursued in this study.  
The most important validation logic leaned on in this study is, however, that of 
discourse validity. The whole research design is carried out as a series of “rough 
experiments” in search of assumptions that are questioned. The conclusions 
made are considered highly tentative. They are regarded as arguments presented 
in an on-going scholarly debate about the cultural basis of management knowl-
edge. Future research is expected to show if the interpretations made are justi-
fied, or if they are rejected by new findings – or by better theories. 

… and the praxis validity idea 
In the longer term, the hope is also that the study will contribute to the cultural 
sensitivity that is held to be crucial to the effectiveness of transfer of manage-
ment knowledge programmes. It is also in this praxis context that the final test 
of the validity of the findings is carried out. 
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Figure 23: The aim in this chapter is to search for 
normative messages conveyed in management 

training  

5 Images of managerial work and normative mes-
sages conveyed in modern management knowledge  
A determining idea in this study is that managers in the Western, industrialised 
societies are inter-
nalising a culture-app-
ropriate way to think 
and behave as man-
agers in a management 
training process. It is 
also believed that the 
knowledge conveyed 
in this management 
training has different 
“layers”:  
(i) An explicit layer of 
elaborated theories and 
ideas. New theories 
and ideas are pre-
sented continuously in 
the body of manage-
ment literature, and 
there is a substantial 
element of fad and 
fashion in the explicit 
management know-
ledge conveyed in ma-
nagement training.  
(ii) A more implicit 
layer of normative 
messages. These nor-
mative messages are 
important elements of the cultural basis of modern management knowledge. It is 
also part of the picture that they are relatively stable over time, providing mana-
gerial behaviour with momentum and predictability. They are the backbone of 
the role expectations that are attached to the manager role in the Western, indus-
trialised societies.  
(iii) An even more implicit layer of assumptions. These implicit assumptions 
comprise the cognitive core of the cultural basis of modern management knowl-
edge.  
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The focus in this chapter is on the second layer. The aim is to search for norma-
tive messages conveyed in management training. It can be assumed that numer-
ous normative messages are conveyed in such training – but also that there are 
certain core normative messages that are more important than other message and 
that comprise a normative backbone of modern management knowledge. The 
identification of these core normative messages is seen as a key to the identifica-
tion of the even more implicit assumptions underlying modern management 
knowledge. The implicit assumptions are expected to “surface” as problems ex-
perienced when a managerial behaviour in accordance with the core normative 
messages is introduced and applied in an “alien” environment. 
Management literature is an important vehicle for the conveying of management 
knowledge in the management training process. The core normative messages 
are therefore searched for through an analysis of prominent theories and ideas 
presented in management literature. 

The body of management literature has been growing since the begin-
ning of the 20th century  

There has “always” been thinking and writing about management. Tosi et al. 
(1986, p 8) state “[a]ny student of history knows that human beings have been 
concerned with effective ways to organize people and manage them since the 
dawn of civilization”. Books about the history of management thinking also use 
to commence with management in ancient, and even prehistoric times (cf. 
George 1972, Wren 1979). It may however equally be alleged that modern man-
agement is a child of this century, and that the development of industrial enter-
prises is a major reason behind the evolution of modern management. In short: 
manufacturing firms grew larger and more complex in the process of industriali-
sation, ownership and management were separated, and the need for certain in-
stitution-relevant management skills were recognised. 
In the beginning, when industrialisation was still in its infancy, not much was 
written about the emerging management institution. Wren (1979) suggests that 
early managers might have been too busy managing to spend time on writing 
about management. To others, including scientists and authors, it might not have 
been evident that management was worth writing and pondering about. Com-
mercial actors were not held in very high esteem in the pre-industrial era (cf. 
Smith’s description of businessmen as greedy and unreliable), and this included 
managers of industrial enterprises.  
The number of books and articles on management has, however, increased 
steadily from the beginning of the 20th century. Theories and ideas presented in 
this stream of management literature are regarded as arguments presented in an 
ongoing discourse on management and appropriate managerial behaviour that 
shapes the institution relevant knowledge that is attached to the management 
institution in the Western, industrialised societies (cf. Berglez 2000). 
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The scientific discourse on management and textbook knowledge 
It is possible to identify two main forms of management knowledge: textbook 
knowledge and knowledge that is the result of the scientific discourse on man-
agement.  
The latter kind of knowledge is developed and continuously elaborated within 
the framework of the scientific society. Treatises of management and manage-
ment relevant issues are presented - and scrutinised - according to criteria devel-
oped for the “scientific language”. These criteria inevitably result in a certain 
degree of “scientific ambiguity”. 
Textbook knowledge is, on the other hand, knowledge conveyed in management 
training. The teaching carried out is not primarily intended to scrutinise the lit-
erature from the point of view of a scientific discourse, but rather to present 
theories and ideas in a pedagogical and brief way.  
The review undertaken here is not made with the intention of scrutinising the 
scientific accuracy of theories and findings in the scientific discourse on man-
agement. Rather, the intention is to identify the prominent theories and ideas 
conveyed in management training – and the normative messages underlying 
these theories and ideas. The image of management and the manager’s role “in 
the mind-set” of practising managers is strongly influenced by the messages 
conveyed in this particular context. This makes textbook knowledge the impor-
tant body of knowledge in this study. 

Different normative messages are attached to three major images of 
managerial work 

It was discovered during this literature review that Koontz (1972) description of 
management theory as a jungle is still very accurate. Management literature is a 
very disparate body of literature. A pattern in the jungle did, however, emerge 
during the review: 
For one thing, it was evident that three major images of managerial work are 
central to modern management thought: (i) management as decision-making and 
planning, (ii) management as leadership, and (iii) management as boundary 
spanning. These three images of managerial work emerged more-or-less sponta-
neously during the literature review – as convenient labels on separate, ongoing 
(sub) discourses on management and appropriate managerial activity. 
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The discourse on management 
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The discourse on management 
as leadership

The discourse on management as 
decision-making and planning
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Figure 24: Three major discourses are defining managerial work and 
responsibility 

 

These discourses define managerial work and managerial responsibility in dif-
ferent ways9. It is also part of the picture that the three images have occurred and 
received attention in management literature at different points in time. They 
have rather different implications when it comes to skills and knowledge de-
manded, but they are not to be regarded as mutually exclusive. Rather, they can 
best be seen as forming the core of modern management knowledge in combina-
tion.  

A number of core normative messages were also successively and iteratively 
identified in the reviewing cum conferring process. These messages are seldom 
presented in an explicit way, but may be derived from theories and ideas pre-
sented about appropriate managerial work and responsibility. They are best re-
garded as themes, which are varied in different ways in the numerous books and 

                                                 
9 In retrospect, the three images of managerial work and responsibility can also be 
derived in a more deductive way: (i) The nucleus of management work is decision-
making. The manager is hired by the owners/principals of an organisation to make 
decisions that guarantees the efficiency of operations. (ii) The decisions are imple-
mented in and by an organisation. The organisation consists of people co-operating 
according to a common scheme. This implies that management is also a matter of 
leading – with the intention to make the co-operation efficient. (iii) Finally, the or-
ganisation does not exist in a vacuum. It depends on the environment for financial 
and other resources for its continuing survival. The ultimate efficiency of an or-
ganisation depends on its ability to acquire resources from the environment. This 
means that management is also responsible for the environmental relations. Man-
agement as boundary spanning is a matter of managing the organisation’s relations 
with the environment.  
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articles comprising management literature. It was also part of the picture that 
emerged that different normative messages are attached to different images of 
management.  
These normative messages are fundamental to the way professional managers in 
the Western, industrialised societies conceive of management and managerial 
responsibility. They are therefore also central to the image of appropriate mana-
gerial behaviour conveyed in a transfer of modern management knowledge pro-
gramme.  
It is part and parcel of any induction-oriented study that the findings are com-
bined with much uncertainty – are the interpretations really valid, or are they 
just constructs in the mind of the interpreter? This study is no exception from 
that rule. The identification of the three images of management and the different 
normative messages attached to these images was combined with a substantial 
element of uncertainty. This was a major reason for the research strategy pur-
sued in the study as a whole. 

Management as decision-making and planning 

One prominent image of managerial work conveyed in management literature is 
that it is primarily a matter of making decisions. It is also part of the image that 
the general manager is accountable for his/her decisions to the owners or princi-
pals of the organisation, whilst subordinate managers are accountable for their 
decisions to their nearest superior manager. 
Behind this image of managerial work and accountability is the image of an or-
ganisation as an instrument (cf. Abrahamsson 1986) or “machine” (cf. Morgan 
1990) that is established for a certain purpose: private enterprises are set up to 
generate profit10; other organisations are set up for other purposes. The manager 
is the owners’/principals’ agent. He/she is hired to ensure the efficiency of op-
erations. This is the essence of the stewardship function, which is central to 
management theory – yet often implicitly understood11. Part of the image is that 
the general manager is endowed with the ultimate power to decide in all or-
ganisational matters (cf. Minzberg 1973). The organisational hierarchy is seen as 
a structure for the delegation of decision-making responsibility. Subordinates at 
different levels in the hierarchy are delegated restricted parts of the general 
managers’ general responsibility.  

                                                 
10The stewardship approach is presented particularly explicitly in financial man-
agement theory (cf. Brealy and Myers 1996) and in accounting theory (cf. Kam 
1990). 
11 This is the very essence of bureaucratic management as outlined by Weber 
(1983). 
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The perfect rationality model is central to the image conveyed of 
proper managerial decision-making  

Another part of the image is that the manager is expected to strive to make deci-
sions as systematically and rationally as possible. Rationality is an ideal, and the 
professionalism of the manager rests upon his or her ability to make rational de-
cisions.  
Furthermore, the perfect rationality model is central to the image of decision-
making rationality. According to this model, the manager should (i) clarify 
goals, (ii) gather all information about all decision-making options and their out-
comes, (iii) evaluate the different options, and (iv) choose the best alternative. A 
quick review of textbooks used in management training reveals that this model 
is commonly projected. Making decisions in this way is presented as proper 
managerial decision-making – and an ideal to strive for. 

Rationality and the separation of thought from action is deeply rooted 
in managerial thinking 

The image of management activity as systematic and rational decision-making 
has deep roots in management theory. It was a core message in one of the first 
descriptions of “modern management” presented: Taylor’s Principles for scien-
tific management12.  
An organisational division of labour is another core element in Taylor’s image 
of managerial work: thinking is primarily a managerial responsibility, whilst the 
workers’ responsibility is to do what they were taught and are told to do. Mana-
gerial thinking is also considered to be guided by a quest for scientific strin-
gency, hence the label scientific management. It was a managerial task (i) to 
systematically analyse work tasks and to design the “best” way to perform these 
work tasks, (ii) to systematically select the “best” workers for the work tasks, 
and (iii) to systematically make sure the workers were taught the “best” methods 
for performing their work tasks.  
Taylor’s writings took a strong grip on management thinking at the beginning of 
the century. Koontz et al. (1984, p 34) state: “(P)robably no other person has had 
a greater impact on the development of management.” The Principles marked 
the start of a “scientific management movement” in the industrialised part of the 
world.13  
The break-through of the “human relations” approach in the 1940ies marked the 
beginning of a new era in managerial thinking. A new dimension was added to 
the image of managerial work and responsibility, but the scientific management 
                                                 

12Taylor first labelled his presentation of managerial activity and responsibilities 
“Principles for Modern Management” (Taylor 1971). 
13 In Sweden the movement was called the “Rationalisation movement”. 
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approach never lost its appeal. It remained strong, not least amongst practising 
managers. It also received additional impetus in the 1950s and 1960s, when re-
searchers with a statistical and/or mathematical background developed sophisti-
cated models and techniques for managerial decision-making. This contribution 
to managerial thinking is called “management science”. Robbins (1980, p 42) 
states: “(T)he rigorous approach of these decision scientists reactivated the logic 
of the Scientific method, which had been subordinated by the human relations 
movement in the later 1930s and throughout the 1940s. They have aided in our 
ability to more effectively plan and control.” 

The scientific management approach is subject to much criticism 
The Taylorian approach to managerial activity and responsibility has been sub-
ject to much criticism over the years. The separation of thinking from doing that 
is basic to the approach is now considered obsolete and to result in a de-
motivated labour force – and to inefficiency. Emphasis is paid to workers par-
ticipation in decision-making in today’s standard prescriptions for appropriate 
managerial behaviour and decision-making. It is argued that employees are pro-
fessionals in their trades, and that the efficiency of organisational decision-
making benefits if these professionals are consulted. It is also argued that the 
employees are de-motivated if they are not allowed to influence what they are 
doing and how. 

Real managerial decision-making is characterised by bounded ration-
ality 

In another vein, the perfect rationality model is presented as an invalid model of 
managerial decision-making in reality. According to Simon (1965), the limited 
perceptive and cognitive capacities of human beings do not permit perfect ra-
tionality. A model of managerial decision-making must recognise these human 
limitations. Simon developed the bounded rationality model of decision-making 
as an alternative. Central to this model is the idea that information gathering is a 
matter of a search process that is halted when a “satisfying” solution is found. 
“Standard operating procedures”, i.e. decision-making based upon habits and 
solutions arrived at in the past, are also important elements in this model of 
managerial decision-making.14  

                                                 
14The bounded rationality idea was further developed by Cyert and March (1963) in 
their A behavioral theory of the firm, and by Cohen, March and Olsen, who went 
one step further and developed the “garbage can” model of decision-making. Ac-
cording to the garbage can model, problems and solutions are thrown into the same 
container: the decision-making events. Solutions are searching for problems and 
problems searching for solutions in that container. When solutions find a suitable 
problem, or when a problem finds a suitable solution, a decision is made.  
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Another strong blow to the scientific management approach to management 
comes from Minzberg (1983), who refers to the folklore about management 
when it is described as rational, contemplative decision-making. He argues that 
empirical studies – including his own study and Carlsson’s (1951) study of 
Swedish managers – show that managerial decision-making is far from the sys-
tematic information processing described in the scientific management ap-
proach. Managerial activity is characterised by a high degree of fragmentation, 
and managerial decision-making is very ad hoc. Hunches and intuition play an 
important role in such decision-making, and the element of systematic scrutinis-
ing of systematically gathered information is much smaller than presented in the 
textbook image of managerial decision-making. 

The “perfect rationality ideal” persists as a core normative message 
Almost no treatment of managerial decision-making, including textbooks used 
in management training, is void of references to bounded rationality and to man-
agement activity as far from the contemplative thinking process assumed de-
scribed in the perfect rationality model. But the normative approach stating that 
proper managerial decision-making is to be guided by a quest for rationality in 
accordance with the perfect rationality model dominates in the textbooks used in 
management training. Such books are stuffed with models and techniques for 
decision-making – all more-or-less implicitly based upon the perfect rationality 
model. A basic knowledge of such models, and an ability to use them in practi-
cal situations may be seen as a cornerstone of modern management knowledge – 
together with the general image that managerial decision-making should be 
guided by a quest for systematic analysis and rationality. This normative mes-
sage conveyed can be labelled the perfect rationality ideal. 

The planning approach is central to the textbook image of manage-
ment 

An important part of the image of managerial responsibility conveyed in text-
books used in management training is the emphasis on planning. Making plans 
for operations is presented as an important managerial duty – and prerogative.  
This emphasis on planning may be regarded as an extension of the perfect ra-
tionality ideal: through planning, the manager gathers information about future 
conditions and makes programs for the best utilisation of the organisation’s re-
sources – in accordance with the perfect rationality model. But the great impor-
tance paid to planning in management training is so great that it deserves to be 
mentioned as a separate normative message conveyed in management training. 
This message may be labelled the planning imperative. 
The emphasis on planning was evident in the scientific management approach. It 
was a core normative task to systematically plan for work activities. It is also 
presented as a core managerial responsibility in Fayol’s classical administrative 
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approach to management. Fayol identifies five important managerial functions15: 
planning, organisation, command, co-ordination, and control. The message is 
that knowledge about these functions is essential for the efficiency of modern 
industrial enterprises – and that it is possible to learn the skills required for 
proper management. This image of managerial work has had a pervasive impact 
on management thinking – so pervasive that Fayol is sometimes referred to as 
the father of modern management theory. 
There are many, more-or-less influential, followers, who have expanded and 
varied the managerial functions theme16. A review of some influential textbooks 
on management also reveals that these are often structured according to manage-
rial functions á la Fayol (cf. for instance, Hellriegel and Slocum 1989, Huse 
1982, Koontz et al. 1984). 

Real planning is characterised by “muddling through”  
The image of planning as an activity in accordance with the perfect rationality 
model has been subject to much criticism – in particular in the scientific dis-
course. It may be concluded that there are two major approaches to the meaning 
of planning in management literature: the normative/rationalistic approach and 
the descriptive/incremental approach. 
In the normative approach, it is taken for granted that managerial decision-
making should be guided by a quest for rationality. The aim is also to present 
models that are intended to enhance the rationalism of managerial planning. A 
prominent proponent of this approach is Ansoff, whose book Corporate strategy 
(1965) is sometimes referred to as the origin of the strategy discourse in busi-
ness administration. In his more recent writings (Ansoff and McDonald 1990) 
the presentation is “modernised”, but the approach is fundamentally the same. 
Other prominent names in the body of strategic management literature with a 
normative/rationalistic approach are Porter and management consultant firms 
such as the Boston Consulting Group and A D Little Inc. (cf. Johnson and Scho-
les 1993).  
The descriptive/incremental approach is based upon studies of planning in prac-
tice. A common theme is that real planning is far from the well-structured and 
systematic process presented in the normative approach, because decision-
makers are human beings with limited cognitive and perceptive capabilities, and 
                                                 

15 It has been argued that Fayol himself made a distinction between management 
and administration. The functions presented were administrative skills. Manage-
ment was something more embracing, and not precisely specified (cf. Wren 1989). 
16One of the most influential proponents of the management functions approach is 
Gulick, who presented the POSDCORB - concept: “POSDCORB” being the acro-
nym for planning, organising, staffing, directing, co-ordinating, reporting and budg-
eting. 
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also because conflict and ambiguity are part of the organisational context where 
strategic decision-making takes place. In addition to this, the environment is 
constantly changing, making long term planning more-or-less a mission impos-
sible. Real planning is described as a process of “muddling through” (Lindblom 
1959). Strategies emerge and evolve, and there is a great difference between in-
tended and realised strategies (Minzberg 1978). Strategic decision-making is 
also suggested to be guided by “incremental rationality” rather than perfect ra-
tionality (Quinn 1980), and the important managerial task is to create conditions 
for organisational learning rather than to design sophisticated plans and strate-
gies (Pettigrew and Whipp 1993). 

The planning imperative prevails as a core normative message 
In spite of all research showing that real planning is far from the systematic in-
formation gathering and information processing process expressed in the perfect 
rationality model, it may be concluded that the planning imperative prevails as a 
core normative message conveyed in management training. The planning ap-
proach is central to the image of proper management in most core subjects 
taught in management training – for instance in Financial Management, Market-
ing Management, Human Resource Management and Strategic Management. 

Management as leadership 

A second prominent image of management work is that of being a leader. He or 
she is expected to motivate and inspire the other members of the organisation, 
and to make them committed to the organisation and the organisation’s goals. 
This makes the incentive system a core managerial device. The subordinates 
ought to be inclined to work hard in the interest of the organisation through this 
system, or else the efficiency of operations suffers. But the manager must also 
be able to communicate, convince, persuade – and to create a good working at-
mosphere in a general sense. 
Behind this image of the managerial work is the image of the organisation as a 
human collective. It is a small society where people socialise and co-operate 
during working hours. This image of the organisation and of the manager’s role 
had a break-through with the presentation of the Hawthorne studies (cf. Roeth-
lisberger and Dickson 1939), and has been central to managerial thinking ever 
since.  

Money is not the only motivator 
The most important finding of the Hawthorne studies is the recognition that 
money is not the only motivator. The employees are identified as human be-
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ings17, with a strong need for belongingness – also at work. This need for be-
longingness is recognised as a strong force behind the work behaviour of em-
ployees – more important than both the demands of managers and monetary 
incentives. It is also concluded that group pressure from the informal or-
ganisation of the human group can be either a very strong positive force at work 
or the opposite, depending on management.  
An image of the manager as a leader of a social collective emerges more-or-less 
automatically from this finding. His/her task is to make the operations as effec-
tive as possible through reconciling the informal organisation with the formal 
organisation.  
A result of the Hawthorne studies there is a call for a new type of managerial 
skill: technical skills were not enough to cope with the behaviour discovered at 
the Hawthorne plant, but the manager must possess skills in understanding hu-
man behaviour, and in counselling, motivating, teaching and communication 
with subordinates too (Katz 1974, Wren 1979). This separation of social skills 
from technical skills has, ever since, been a theme echoing through management 
literature. 
The conclusions from the Hawthorne studies have been subject to much criti-
cism. The advocates of the human relations approach to management have been 
compared to evangelists, presenting articles of faith, rather than scientifically 
based findings (Robbins 1980). Still, the ideas presented have had a very strong 
impact on management thought – and they still have. The importance of the in-
formal organisation may, in fact, be regarded as a core message in the most re-
cent development of leadership thinking: culture management and management 
for learning approaches.  

Management of motivation is presented as a core managerial task 
In the wake of the human relations movement, yet another image of human be-
ings emerged and became important in management thought, this time with a 
basis in psychology. In this context individuals are depicted as having many 
more, and also more complex, needs than is recognised in either the scientific 
management or the human relations approaches. In particular, it is understood 
that the employees have a strong need for recognition and self-actualisation, and 
that a manager must consider this. Basically, the employee is a resource, and the 
manager should exploit this resource. Hence the approach is labelled the human 
resource-approach. It is also part of the picture that managers consider “the em-
ployees [to be] our most important resource!” This is often adopted as a motto 
that is part of company policies. 

                                                 
17 It is suggested that the employees were recognised as human beings for the first 
time in the Hawthorne studies (Mabon 1973) 
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A cornerstone in the human resource tradition of management thinking is 
Maslow’s needs-hierarchy model and his theory about the relation between 
needs satisfaction and motivation (Maslow 1973). According to the needs-
hierarchy model, all humans have certain human needs in common. It is also 
argued that these needs are arranged in a hierarchy. (1) The lowest level needs 
are physiological and are the basic needs to sustain life itself: food, clothing, 
shelter. (2) The second level needs are the needs for safety and security. These 
are the needs to be free of the fear of physical danger and deprivation of the ba-
sic physiological needs. (3) Then come the social, or affiliation needs. People 
are social beings: they have a need for belongingness and a need to be accepted 
by others. (4) The next level of needs is the need for esteem and recognition. (5) 
At the top of the needs hierarchy is the self-actualisation need. This means the 
need for maximising one’s potential or becoming what one is capable of becom-
ing. 
A central idea in Maslow’s theory is that a certain need is a powerful force be-
hind behaviour only as long as it is not satisfied, and that higher level needs are 
not active as long as lower level needs are not satisfied. The general message to 
managers is that people in the Western welfare nations have all their basic needs 
satisfied to a sufficient extent. Lower level needs are therefore no longer active. 
The active needs are the needs for affiliation, for esteem and for self-
actualisation. Incentive systems, work conditions, and management behaviour 
must be designed to fit this situation of needs fulfilment to be effective, i.e. if the 
employees are expected to work hard in the interest of the organisation. Man-
agement of motivation is a core managerial task.  

Interesting work tasks and self-management opportunities are strong 
motivators 

Core ideas in the human resource tradition are the recognition that far-reaching 
specialisation and the Taylorian separation of thinking from doing are not com-
pliant with human nature. The mature adult is believed to be motivated by inter-
esting work tasks, and by a high degree of self-management. A Taylorian work 
organisation and work task design is considered to lead to inhuman work tasks 
performed by de-motivated workers (cf. Argyris 1964). 
This identification of the disadvantages of the Taylorian work design has led to 
an emphasis on work-rotation and work-enlargement as important devices for 
creating and sustaining high work-motivation. An emphasis on participation and 
self-management is another core device. 

The Maslowian message is central to the image of proper management 
conveyed in management training 

From the dawn of the human relations school and onward, subordinates have 
been regarded as social or/and psychological beings, motivated not just by 
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monetary rewards, but also by the opportunity to fulfil their needs for belong-
ingness, recognition and self-actualisation. The normative message conveyed in 
management training is that a manager must make sure that the informal and 
formal organisations are aligned, that work tasks are designed to be interesting 
and challenging, and that the incentive system provides the employees with op-
portunities for recognition.  
The Maslowian message – that the employees in the Western, industrialised so-
cieties have their most fundamental needs satisfied, and that this makes higher 
level needs active as motivators – is central to the image of appropriate manage-
rial behaviour in this vein. To make things happen in an effective way, the man-
ager must work with the motives of the subordinates – to be a manager of moti-
vation. Since the most urgent material rewards are satisfied, more “higher level” 
human needs must be recognised to be drivers of motivation when appropriate 
incentive systems are designed.  

The “best” management style debate 
Following World War II, “management style” received much attention. It was 
suggested as a key to a rational management of human resources. The core mes-
sage was that a democratic management style is the “best” – at least in the long 
run. In short: a democratic or participative management style, it is argued, elicits 
positive subordinate behaviour, whilst an authoritarian management style is con-
sidered to foster a negative subordinate behaviour (McGregor 1973, Argyris 
1964, Likert 196118, Vroom 1970). In the long run, the survival and success of 
an organisation will hinge on the attitude of the employees. 
In the 1970s, the image of the democratic management style as the “best” was 
criticised from the contingency approach to leadership and organisational de-
sign. In contrast to the earlier management style theories, the message in the 
contingency approach is that there is no single best way to manage a group or an 
organisation: it all depends on prevailing contingencies. It follows from this that 
management is a management of situational fit: the manager is expected to diag-
nose the situation, and to choose a style of management that fits the contingen-
cies. 
Three major contingencies that have been identified as central to the efficiency 
of different management policies are: (i) the type of technology employed 
(Woodward 1966), (ii) environmental uncertainty (Burns and Stalker 1961, 

                                                 
18 In later studies, Likert identified four different management styles, or “systems” 
more or less democratic in their approach. The most democratic management style, 
System 4, is a relationship oriented management style based on team-work, mutual 
trust and confidence. The normative message persists; System 4 management is pre-
sented as the most efficient management style. 
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Lawrence and Lorsch 1969), (iii) work force features (Hersey and Blanchard 
1969) 

Managing the organisational culture 
In the 1980s, the importance of recognising and managing the organisational 
culture came to the fore in the discussion on proper management. The birth of 
this approach was the publication of a number of influential management books 
at the beginning of the 1980s: Peters and Waterman’s “In Search of Excellence” 
(1982), Deal and Kennedy’s “Corporate Cultures” (1982), Ouchi’s “Theory Z” 
(1981), and Pascale and Athos’ “The Art of Japanese Management” (1981).  
The cultural management approach is an important element in contemporary 
management training. No modern textbook used in such training is devoid of 
reference to the importance of the proper diagnosis and management of the cul-
tural dimension of the organisation. The culture is seen as a “soft” mental struc-
ture, beside the “hard” technological, economic and administrative structures. It 
is presented as the glue that keeps organisations together and makes activities 
predictable. It consists of variables such as shared ideas, visions, perceptions, 
steering values etc. It may be analysed in terms of jargon, myths, stories, arte-
facts, rites, ceremonies (cf. Deal and Kennedy 1983, Johnson and Scholes 1993, 
Tosi et al. 1986). 
A normative message conveyed is that an organisation with a “strong” corporate 
culture performs better. Hence, it is the manager’s task to shape and maintain a 
strong organisational culture. This is considered a way to viability and success 
(cf. Deal and Kennedy 1983, Johnson and Scholes 1993, Schein 1997, Siehl and 
Martin 1984) 
But the approach has also been subject to criticism. (i) It is considered to be “old 
wine in new bottles” (Alvesson 1987, Berg and Alvesson 1988, Gregory 1983, 
Perrow 1985). (ii) The approach is suggested to be overly “management centric” 
(Gregory 1983). Attention must be paid to the role of other subcultures in the 
organisation too, if one is to understand the meaning of organisations and of or-
ganisational activities. (iii) In situations with low complexity and uncertainty, it 
is considered more effective to work with a strong formal organisation, than to 
attempt to develop and maintain a unique corporate culture – the costs for this 
are too high (Wilkins and Ouchi 1983). (iv) Empirical studies show that the ap-
proach has not changed management practices much. “Old” recipes for 
organisational development and design are still basic to the management of 
organisations (Berg and Alvesson 1988). 

The new management gospel 
At the end of the 1980s, a new management theme received attention in the dis-
cussion about appropriate management. It is suggested that the tougher competi-
tion on the market in general calls for greater flexibility and responsiveness, and 
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that the old Taylorian principles of organisation are a hindrance to such flexibil-
ity and responsibility (cf. Johnson 1992). It is also argued that the labour force 
has changed. It is much more qualified and demanding today than it was yester-
day. This capability is an organisational resource, and the Taylorian principles 
of organisation are considered to be a hindrance to the full exploitation of this 
resource.  
As a result of these two major changes in business conditions, it is argued that 
new managerial policies and practices are required. It is also argued that the de-
velopment of information technology has made it possible to reform manage-
ment practices so that they fit the new conditions of competition and the de-
mands of an increasingly capable work force. 
The new policies and practices that are suggested to be more in line with busi-
ness conditions today are referred to as the “new management principles”. The 
cornerstones of these principles are (cf. Edling and Sandberg 1993): (1) the em-
phasis on the efficiency of small production units, (2) the emphasis on the flexi-
bility, adaptability, innovativeness and cost-efficiency of flat organisations, (3) 
the emphasis on computerised management information systems, (4) the empha-
sis on the decentralisation of responsibility, (5) the emphasis on the management 
of the corporate culture as a core managerial task and (6) the emphasis on a 
strong and visible leadership. 
This new management approach has been criticised for a lack of a sound scien-
tific basis – that it is a matter of a gospel based upon faith and beliefs, rather 
than scientifically based ideas and theories. But it is also found that the gospel is 
spreading, and that Swedish enterprises appear to apply the new management 
principles to an increasing extent (Edling and Sandberg 1987).  

The democratic leadership ideal persists as a normative message 
The contingency approach represented a criticism of the democratic manage-
ment style approach, and argued that a more autocratic, directive management 
style might prove to be more effective when (a) the environmental conditions 
were stable and heterogeneous, (b) the production was mass production, and (c) 
the “maturity” of the subordinates was low. A review of contemporary manage-
ment literature reveals, however, that the idea that a democratic management 
style is the “best” is still very much alive as a normative message. This norma-
tive message may be labelled the democratic leadership ideal.  
The message conveyed is that it is good management to delegate authority and 
responsibility as far as possible, and to rely on the capability and loyalty of sub-
ordinates. A far-reaching delegation of authority and responsibility is, for in-
stance, a main element in the new management gospel. The image conveyed is, 
however, not that of total democracy. Rather, ultimate power and responsibility 
for operation is understood to stay with management. Carlzon (1986), for in-
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stance, depicts the manager’s role as that of an enlightened despot, who recog-
nises the professionalism of subordinates, listens to them, and practices a far 
reaching delegation of responsibility and authority – but who still has the last 
say in all matters of importance, and in particular about the visions19, goals and 
plans of the operations. The cultural management and management for learning 
approaches also emphasise that an authoritarian management style is inappropri-
ate in today’s tough competition. The leadership approach must be more democ-
ratic to ensure that all the resources of an organisation are exploited and that the 
necessary organisational flexibility is guaranteed.  

Management as boundary spanning 

A third major image of managerial work is that of boundary spanning. The or-
ganisation is seen as depending upon support from its environment for its sur-
vival, and it is up to the manager to make sure that the organisation receives this 
support. 
An implicit expectation behind the bulk of management theories until the 1950s 
was that the relations of the organisation to the environment were pretty simple. 
Microeconomic theory had a very strong grip on managerial thinking – at least 
in training (cf. Johnson 1992). The most important business relations were re-
garded to be those with the customers, and these customer relations were seen 
primarily as price relations. The focus was on the ability of the organisation to 
offer its products at the lowest possible price. The environment was regarded as 
a village market where the enterprise meets customers, and bids for their money. 
If an enterprise could offer prices, which were lower than prices offered by its 
competitors, its survival was guaranteed. If not, it was deemed to be bankrupt.  

Customer relations are not the only relations to be managed 
During recent decades a more complex image of the organisation’s relations 
with the environment has emerged. To business organisations, the customer rela-
tions are still considered of the greatest importance, but they are not the only 
relations a manager must take into account. Relations to owners, employees, 
suppliers, and many other individuals and organisations in the environment are 
important too, and it is the manager’s responsibility to ensure that all these 
stakeholders are paid due attention.  
This image of the organisation and its environmental relations is usually referred 
to as the open systems approach. Central to this approach is the distinction be-
                                                 

19 According to Becérus, Edström et al. (1988) the role of top management is to 
shape visions for the corporate activities. The function of these visions is to create a 
commitment to the business idea of the enterprise. This “vision management” is the 
very core of a new management doctrine outlined - a doctrine in line with the new 
management theme. 
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tween the efficiency of activities within the enterprise and the effectiveness of 
the enterprise’s adaptation to the environment. Effectiveness is of major impor-
tance; efficiency is but a means! The essential managerial task is to make the 
adaptation to the environment as effective as possible by “reading” and inter-
preting the different – and often competing – demands that the organisation is 
subject to, and to make sure that attention is paid these demands by correspond-
ing organisational activity.  

The “organisations are organisms” approach 
The most extensive elaboration of the open systems approach is the “general 
systems theory” (GST). Biology is also an obvious source of the ideas behind 
this approach20. It is based upon an organism metaphor (Morgan 1990). The or-
ganisation is compared to a living organism, and it is considered to share the 
same essential features of organisms in general.  
In particular, it is suggested that the organisation depends on the environment 
for energy-input, and must adapt to the environment to survive – survival is con-
sidered to be the main goal of the organisation, as it is for all living organisms. 
There are two other main ideas. (i) A system is defined as a number of compo-
nents and the relations between these. A distinction is made between systems, 
supra-systems and sub-systems. A focused system is part of a greater supra-
system – the environment – and composed of different subsystems. (ii) There is 
no simple cause-effect relation in a system context; “everything depends on eve-
rything else!” A change in one component or relation will have consequences 
for several other components and relations – and for the entire system. 
Katz and Kahn (1966) present an application of the GST in organisation theory 
that received much attention in management training in the 1960s and 1970s. 
The relationship to the environment is seen as a matter of energy exchange of a 
cyclical repetitive nature. It is this cyclical nature that gives the organisation its 
structure. All organised structures, including organisations, tend to dissolve into 
unstructured chaos. To counteract this process of dissolution, an input of energy 
is demanded. This is the basis for the organisation’s environmental relations.  
Katz and Kahn identify a number of organisational subsystems, which enable 
the organisation to function efficiently: (i) a production, or technical component, 
(ii) a production supportive component (purchasing, sales), (iii) a maintenance 
component (for preserving the productive capacity of personnel and machinery), 
(iv) an adaptive component, seeking to adapt the organisation to new processes 
and products (research and development departments etc.), (v) an institutional 
component that attempts to obtain social support and legitimacy for the organi-

                                                 
20One of the founders of the GST was v. Bertanlaffy, a biologist. 
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sation, and (vi) a managerial component that co-ordinates internal and external 
activities and resolves conflicts. 

The GST approach faded away – but the open systems approach re-
mains 

The vocabulary of the GST is not often used in contemporary organisation and 
management theory. But the main ideas are still very influential: not many or-
ganisation theories are written without a commitment to the open system ap-
proach (Arbnor and Bjerke 1978).  
Thompson (1973), for instance, presents an image of the organisation as an open 
system that has had a great impact on the image of organisation and managerial 
work and that does not use the conceptual apparatus of the GST approach. Three 
levels of authority within the organisation are identified: the technical core, the 
administration and the institutional level. The efficiency of the production in the 
technical core is promoted if it is sheltered from environmental uncertainty and 
disturbances as much as possible i.e., if it can work as a closed system. On the 
other hand, it is also necessary to make sure that the operations of the organisa-
tion correspond to environmental demands – which are made evident on the in-
stitutional level – or else the survival of the organisation is threatened. The func-
tion of the administrative level is to be boundary spanning, i.e., to be a buffer 
between the technical core and the institutional level, and to make sure that de-
mands at the institutional level are met on the technical core level.  
Another influential approach that is based on the image that relations between 
the enterprise and its environment are quite complex may be labelled the coali-
tion or arena approach (Vanebo, 1983). According to this approach, individuals 
and organisations accept membership of a certain organisation in order to fulfil 
their own goals. They contribute to the organisation’s activities as long as they 
receive the rewards they expect and demand. The image of the organisation is 
that of an arena, where the different demands meet and compete. The manager’s 
role is to interpret and balance these demands in order to ensure the survival of 
the coalition (cf. Barnard 1982, March and Simon 1965). 
In Sweden, the coalition approach is represented by Rhenman’s (1970) stake-
holder model. This model had a very strong position in management training 
during the 1970s.  

The manager is responsible for the “reading” of environmental contin-
gencies 

The contingency approach suggests that differences in environmental features 
are important for the choice of appropriate management policies. Two environ-
mental features are identified in particular: the degree of heterogeneity and the 
degree of dynamism (Burns and Stalker 1961, Lawrence and Lorsch 1969). In a 
situation when the environmental demands on the organisation are homogenous 
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and stable, problems of adaptation to the environment are small. It is basically a 
matter of doing the right things in the most productive way. But when environ-
mental demands are very heterogeneous and in a constant state of flux, the adap-
tation to the environment is a more demanding task – calling for different organ-
isational structures.  
The message to managers conveyed in this branch of management thinking is to 
read and interpret the market features, and to make the appropriate adjustment of 
management principles and organisation structure. There is no best way of man-
aging: it is a matter of choosing management principles that fit the environ-
mental contingencies best.  

Management of business-to-business relations 
The description and analysis of business relations as a network of relations is an 
approach that has received increasing attention in management thinking. The 
manager’s role is considered to be “networking”, i.e. to invest time and energy 
in shaping and maintaining good relations with important individuals and or-
ganisations in the business environment – and to analyse and change the or-
ganisation’s position within its network. This is done through changing the re-
ciprocal activities performed in the relationship with others forming the net-
work. This approach is also very much in line with the empirical observation 
that managers spend a lot of their time on relations with important suppliers and 
customers – as a figurehead, liaison, monitor, spokesman, and negotiator on be-
half of the organisation (Minzberg 1973). 
In Sweden, a network model developed by a research team in Uppsala (cf. Jo-
hanson 1994) has become quite influential – in particular in marketing manage-
ment theory. The empirical basis of this model is mainly the industrial market-
ing behaviour of large firms dealing with other large firms – so called business-
to-business marketing.  
A basic idea behind the model is that enterprises establish long-term business 
relations to benefit from complementarity. It is this complementarity that offers 
business opportunities in the first place, and it is also part of the model that en-
terprises adapt to each other to improve their strategic position on the market. 
This mutual adaptation creates different types of ties that keep relations going.  
Another basic idea is that all business relations include an element of social ex-
change. Individuals who interact regularly tend to develop a mutual understand-
ing and trust. This is something that facilitates business relations – and creates a 
social tie in such relations.  
In the beginning, focus was on the business relationship between two enter-
prises. But in more recent studies, focus has shifted to systems of business rela-
tions – an industrial network approach (Håkansson and Johanson 1993). The 
single enterprise is seen as a component in a wider network context – including 
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not only customers and supplier, but also customers’ customers and suppliers’ 
suppliers. It is in this wider network that the single enterprise’s competitive 
situation and strength must be analysed (cf. Hammarkvist, Håkansson and 
Mattson 1982).  
The normative message to managers is not very clear — the network model is 
primarily descriptive to its character — but can be indirectly inferred: the man-
ager shall manage relations of trust and confidence, rather than to focus only on 
price relationships. Through a climate of trust and confidence, stable relation-
ships with important suppliers, customers and clients can be obtained — and the 
full benefits of complementarity can be reaped.  

The necessity to be sensitive to customer demands remains a central 
message in management training 

The image of environmental relations has grown increasingly complex ever 
since the 1950s. The organisation has been described as an open system, 
depending for its survival on support from different types of organisations in its 
environment, or it has been described as an arena where different stakeholders’ 
demands collide and must be balanced by the manager. The network approach is 
receiving much attention in discussions on the boundary spanning activities of 
the manager at the moment. 
It may however be argued that the normative message conveyed in management 
training is that market relations are the most important – and in particular cus-
tomer relations. The survival of an enterprise is held to hinge on its ability to 
attract customers who are willing to buy its products or services. There are al-
ways competitors offering approximately the same products or services, and if 
the enterprise does not pay attention to the demands and wishes of its customers, 
it will soon be bankrupt. This emphasis on customer relations and the impor-
tance of being sensitive and responsible to the customers’ demands and wishes 
may be labelled the market orientation imperative. 

Images of managerial work and normative messages 

The intention of the literature review summarised in this chapter is to derive im-
portant normative messages that are conveyed in management training. These 
normative messages are believed to constitute the normative core of modern 
management knowledge.  
Five core normative messages are identified21: (i) the perfect rationality ideal, 
(ii) the planning imperative, (iii) the democratic leadership ideal, (iv) the 
Maslowian message, and (v) the market orientation imperative. It is also part of 
the picture that these core normative messages are attached to three different im-

                                                 
21 A sixth normative message is identified in the empirical part of the study. 



 104

ages of managerial work and responsibility: (a) management as decision-making 
& planning, (b) management as leadership, and (c) management as boundary 
spanning. 
These five core normative messages are held to be important to the image of ap-
propriate managerial behaviour and decision-making in Western, industrialised 
societies such as Sweden. 
 

 

Modern management knowledge conveyed in management training may consist 
of very sophisticated and advanced theories, but the acceptance of these is based 
upon the internalisation of the more straightforward normative messages in the 
first place. They are the backbone of role expectations attached to the manager 
role. It is also recognised that the messages are more stable to their character 
than more explicit theories and ideas. It is this stability of core normative mes-
sages that provides the management culture with its momentum, and managerial 
behaviour with its predictability. 

The rationality of the normative messages rests on different implicit 
assumptions 

The core normative messages identified are important elements of the modern 
management culture. The very essence of culture is, however, considered to 
consist of implicit assumptions about reality and about phenomena in that real-
ity. This study is intended to be a search for such assumptions underlying mod-
ern management knowledge. The search must therefore continue.  

Images of managerial work  Core normative messages 
Management as decision-making & 
planning 

The perfect rationality ideal 
The planning imperative 

Management as leadership The democratic leadership ideal 
The Maslowian message 

Management as boundary spanning The market orientation imperative 
 
 Table 2: Images of managerial work and core normative messages 
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The planning imperative

The perfect rationality ideal

The deocratic leader ideal

The Maslowian message

The market orientation imperative

??????

The planning imperative
The perfect rationality ideal
The democratic leader ideal
The Maslowian message
The market orientation imperativeImplicit 

assump-
tions

 
 

Figure 25: Modern management knowledge and its basis 

The next step in the search procedure is based upon the idea that the rationality 
of the core normative messages identified rests upon certain implicit assump-
tions about reality and phenomena in that reality — and that managerial behav-

iour in accordance with the messages will “work and fit” as long as these as-
sumptions are valid. A managerial behaviour guided by the same messages will, 
however, result in problems experienced in an environment where the assump-
tions are invalid. Hence, the problems experienced in such a situation are inter-
preted as cultural clashes stemming from the questioning of implicit assump-
tions. 
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Chapter 5: Identifying normative messages 
behind modern management knowledge

Chapter 6: Developing a pre-
understanding of problems/cultural 

clashes

Conclusions about the cultural basis 
of modern management knowledge

Images
Basic assumptions and 
Corroborating conditions

Chapter 7 & Appendix 1: Case 
description and analysis in search of 

implicit assumptions questioned

Chapter 8: Identifying a paradigm 
questioned

 

Figure 26: A pre-understanding of cultural 
clashes occurring is developed as a preparation 

for the empirical study  

 

6 Probable problems occurring in Swedish transfer 
of modern management knowledge programmes 
In preparation for the 
empirical part of the 
study, a literature 
review was carried out 
to develop a pre-
understanding of prob-
lems that are likely to 
occur when Swedish 
managers attempt to 
introduce and apply 
their professional 
knowledge in develop-
ing countries. Two 
sources of literature 
were reviewed: cross-
cultural management 
literature mentioning 
developing countries 
and Sweden, and lit-
erature on Swedish 
management and Swe-
dish mentality. 
The aim was to derive 
propositions about pro-
blems that Swedish 
managers will probably 
experience when they 
attempt to introduce and 
apply their professional 
knowledge in developing countries, including reasons given for these problems.  
The literature review was guided by the premise that the core normative mes-
sages identified are central to modern management knowledge. The literature 
was reviewed in order to discover observations made on the applicability of 
these messages in developing countries and in Sweden:  

• Observations about the applicability of the perfect rationality ideal 

• Observations about the applicability of the planning imperative 
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• Observations about the applicability of the Maslowian message 

• Observations about the applicability of the democratic leadership ideal 

• Observations about the applicability of the market orientation imperative 
Two observations that were repeatedly remarked upon in literature on the condi-
tions in developing country, but which were difficult to integrate into the general 
scheme, were: (i) the differences in time perception and punctuality compared 
with Western, industrialised societies, and (ii) the difficulties in finding and hir-
ing qualified and skilled personnel. These two sources of probable problems 
were added to the propositions due to their prevalence in the literature, and due 
to the importance given to them in treatises on management in developing coun-
tries.  

On differences in managerial decision-making  

SIt is observed that managerial decision-making is less systematic and analytical 
in developing countries than in Western, industrialised societies. More leeway is 
given to emotions, intuition and hunches (cf. Bourgeois and Boltvinik 1981, 
Child 1991, Fayerweather 1977, Leonard 1987, McCann 1969, Richman and 
Copen 1973). It is also noted that the element of tradition is more important in 
decision-making in developing countries (cf. Fayerweather 1977, Heilbroner 
1969). 
Swedish managerial decision-making is, on the other hand, considered to be par-
ticularly analytical and rationality-oriented. It is regarded as a virtue to avoid 
emotions and sentiments, and to be facts-and-figure oriented (cf. Daun 1984, 
1989, Herlitz 1991, Lawrence and Spybey 1986, Phillips-Martinsson 1991). A 
low respect for traditions is also observed to be part of “Swedishness”. It is ar-
gued that it is part of the Swedish mentality to be “modern”, i.e., free from tradi-
tions (cf. Hofstede and Bond 1988, Lewis 1997). 

The cultural legacy explanation 
It is argued that a quest for rationality and analysis is part of the Western cul-
tural legacy. It is also proposed that this quest is emphasised particularly in 
North America and North-west Europe, due to the culture-shaping events of the 
Renaissance and the Reformation. In an international perspective, this emphasis 
on rationality and analysis is an exception. Emotions and intuition are given 
more leeway in decision-making in other cultures (McCann 1969). Developing 
countries in general belong to the countries where systematic and analytical de-
cision-making is not part of the cultural legacy. This difference in basic cultural 
legacy is considered to surface in managerial decision-making. 
Sweden, on the other hand, belongs to the societies where the quest for rational-
ity and analytical decision-making is part of the cultural legacy. Studies of 
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Swedish mentality also emphasise that this quest is particularly vital. It is ob-
served that there is a strong preference for rational arguments and facts, as op-
posed to emotional and speculative imagination. Daun (1989) notes that this par-
ticular preference for facts and rational argument is commented on repeatedly by 
a number of outside observers. He also quotes Zetterberg, who states that ration-
alism has long dominated the climate of opinion in Sweden. Lawrence and Spy-
bey (1986) refer to the “central role of rationality” as a Swedish cultural trait, 
and something that is central also to the Swedish way of managing enterprises.  
Herlitz (1991) suggests that the Swedish preference for facts and logical argu-
ment at the expense of intuition and sentiments is a matter of having natural sci-
ence as the basis for the image of knowledge. The objective and facts-oriented 
approach is central to the scientific approach. 
In a somewhat different vein, it is concluded that the quest for rationalism may 
be a reason why Swedes appear “non-witty”, “dry”, “icy”, “cold” and “gloomy” 
in the eyes of foreigners. Swedes themselves appear to regard the same quest for 
rationalism and for facts as a positive trait – something one strives for and con-
siders a virtue (cf. Daun 1984, 1989, Herlitz 1991, Phillips-Martinsson 1991). 

The “logic of the past” is safe when the margin for error is small 
It is suggested that risk-avoidance and reliance on traditions is part of the cul-
tural legacy in a poor, developing country. The margin for error is small for the 
peasant population, and this makes a reliance on “the logic of the past”, i.e., tra-
ditions, an important element in decision-making instead of the more risky “sci-
entific analysis”. By extension, this is also considered to be pertinent to deci-
sion-making in a peasant-dominated culture as a whole (Heilbroner 1969). 
A high acceptance of uncertainty is, on the other hand, considered to be part of 
the Swedish cultural legacy (Hofstede 1984, 1991). It is also suggested that the 
well-developed welfare and social security system in Sweden enables the taking 
of risks that is an inevitable part of entrepreneurial activities. A Swedish busi-
nessperson and entrepreneur simply does not risk so much when he/she takes a 
business risk (Lawrence and Spybey 1986). 

The local management staff may simply not know what to do 
Finding and hiring employees with adequate capabilities for industrial enter-
prises in developing countries is a problem that echoes throughout descriptions 
of management in developing countries. This also involves finding and hiring 
qualified and skilled management personnel. Leonard (1987) refers to a lack of 
management expertise as a reason for an observed lack of “bureaucratic rational-
ity” in African organisations. He also concludes that this lack of management 
expertise is not so much a matter of lacking formal qualifications. It is rather a 
matter of a lack of on-the-job training.  



 109

The lack of managerial expertise is considered to be particularly grave at middle 
management levels. This results in centralised decision-making and in top man-
agement being overwhelmed with routine tasks in organisations: supervising and 
checking simple tasks (ibid). 

Social obligations works against the stewardship rationality in develop-
ing countries 

The stewardship approach is basic to the image of the rationality of decision-
making in modern management knowledge. The very basis for the rationality of 
stewardship is to make decisions in the name of the owners/principals of an or-
ganisation, and with these owners’/principals’ goals in mind. It is argued that the 
social obligations of a manager outside work in a developing country force the 
manager to make decisions which are not in line with this stewardship function 
(Blunt 1983, Hydén 1983, Leonard 1987). 

A seller’s market reduces the need for rationality in developing coun-
tries 

In a comparative study of management in six different developing countries 
(Argentina, Brazil, India, Philippines, Taiwan, and Uruguay), Negandhi (1979, 
1985) concludes that a seller’s market condition has a pertinent impact on 
managerial decision-making – more important than any other environmental 
cum cultural factors mentioned in cross-cultural management literature. When a 
seller’s market prevails, a systematic analysis of different alternatives and their 
consequences is less important for the success/survival of an enterprise. Manag-
ers may lean back and proceed with business as usual, instead of considering 
alternatives and their consequences.  

The greater uncertainty inhibits a reliance on systematic decision-
making in developing countries 

In a different vein, it is suggested that a greater uncertainty inhibits a reliance on 
systematic decision-making in developing countries. Some reasons mentioned 
for the greater uncertainty in developing countries, compared with Western, in-
dustrialised societies are (i) the lack of basic and reliable information for deci-
sion-making (Flores 1972), (ii) the uncertainty about the availability of raw ma-
terial and inputs (Negandhi 1979,1985, Oberg 1963), (iii) governmental interfer-
ence and intervention in the “business game”, combined with a general political 
uncertainty (Negandhi 1979,1985, Oberg 1963), and (iv) the lack of legal 
institutions for business (Fayerweather 1977).  

On differences in the reliance on the planning approach  

It has been observed that managers in developing countries rely less on the 
planning approach as a basis for management than is the case in Western, indus-
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trialised societies. Less time and effort are invested in formal planning, and 
plans worked out have a shorter time horizon (Caiden and Wildavsky 1974, Flo-
res 1972, Kiggundu 1986, McCann 1969, McClelland 1961, Negandhi 
1979,1985, Richman and Copen 1973). 
It is, on the other hand, noted that there is a particularly strong endorsement of 
the planning approach in the Swedish administrative and managerial culture. 
Swedish managers have even been accused of being overzealous when it comes 
to planning (cf. Daun 1989, Herlitz 1991, Phillips-Martinsson 1991). 

The cultural legacy argument 
Planning can be seen as a consequence of the quest for rationality, and as such at 
the core of the North American and West European cultural legacy. In “other” 
parts of the world, the emphasis on systematic planning as a basis for managerial 
action may not be as emphasised. According to McCann (1969), the Spanish 
legacy makes Latin American managers inclined to rely more on intuition and 
emotions as bases for action, and to act without planning – “at least conscious 
planning”. 
A recurrent remark in descriptions of the Swedish mentality and Swedish man-
agement is the strong reliance on planning as a basis for action. Daun (1989) 
argues that a “planning philosophy” is a core element in the Swedish quest for 
rationalism. It is part of “swedishness” to plan for almost everything, including 
private life, leisure activities, and visits to friends – one seldom improvises and 
visits friends without first making an appointment in Sweden. A “planning phi-
losophy” is also considered central to Swedish administration, at least since the 
1930s. Phillips-Martinsson (1991) remarks upon the all-embracing Swedish ten-
dency to plan, including social and family life. Herlitz (1991) refers to the strong 
commitment to planning in Swedish society as a “planning zeal”, and notes that 
this adheres to individuals as well as to authorities, organisations and enter-
prises. A strong future orientation is part of the picture: one is more interested in 
what will happen than what has already happened. Hofstede and Bond (1988) 
stress thrift and perseverance as key elements in the Confucianism-Dynamism 
dimension. These features can be regarded as contingencies in support of plan-
ning. In particular, a high degree of perseverance is a prerequisite for retaining 
plans, and implementing planned actions – even in periods of doubt and/or when 
alternative actions are tempting. Sweden ranks relatively high on the Confucian-
ism-Dynamism scale, whilst developing countries in general rank low. 

A high uncertainty reduces confidence in planning in developing coun-
tries 

It has been argued that the differences in planning habits stem from differences 
in uncertainty. McClelland (1961) refers to a vicious circle when it comes to ob-
served differences in planning habits: USA-managers have experienced that 
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their plans often succeed. Hence, they have learned to believe in planning. Man-
agers in developing countries, on the other hand, are less optimistic because 
their plans do not work out as often. Flores (1972) suggests that a lack of rele-
vant information about environmental conditions is a major reason behind the 
observed differences in planning practices. This makes everything more uncer-
tain.  
Negandhi (1979, 1985) refers to governmental control of prices, and the general 
uncertainty about the availability of raw materials as major reasons for a relative 
de-emphasis on planning as a means to achieve high profitability. Caiden and 
Wildavsky (1974) point to the combination of restrained financial resources and 
a much higher uncertainty in developing countries as a major reason for differ-
ences in planning habits observed. This combination “narrows the time horizons 
of top officials to two or three months or less” (p 95). Referring to budgeting 
practices in US state authorities and universities wrestling with the same basic 
problems, Caiden and Wildavsky conclude that the observed budgeting practices 
appear to be a common way to plan under financial restrictions and great uncer-
tainty – in rich countries as well as in poor countries. 

Managers have very little time over for systematic planning in develop-
ing countries 

Kiggundu (1986) argues that a major reason for the relatively little time spent on 
planning in developing countries is the short supply of qualified managers in 
such countries – and in particular in the least developed developing countries. 
This lack of managerial capability results in excessive workloads on the eche-
lons of top management. Managers’ working days are filled with urgent opera-
tive problems demanding solutions, and there is very little time over for system-
atic planning.  

A seller’s market reduces the need for planning 
It has also been suggested that managers in developing countries place little im-
portance on planning simply because there is not much need for it. In particular, 
it is suggested that the existence of a seller’s market means that forecasting is 
unnecessary, because all that is made will also be sold (Glen & James 1980, Ne-
gandhi 1979,1985). 

On differences in “appropriate” incentive systems  

It has been observed that “modern” incentive schemes do not work in develop-
ing countries and that they may even be dysfunctional (Heilbroner 1950, Mead 
1969). In particular, it is observed that employees in developing countries have a 
more instrumental work orientation than employees in the Western, industrial-
ised societies. Social affiliation at work, a challenging occupation and the oppor-
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tunity for self-management are not so important as motivators at work (Abram-
son 1972, Blunt 1983, Blunt and Popoola 1985). 
A particular Swedish leadership twist remarked upon in literature is the strong 
endorsement of the semi-autonomous work group approach. (Adler 1991, 
Hofstede 1982, 1984, Joynt 1972). This approach is an expression of a strong 
belief in employees’ non-instrumental involvement in work. The employees are 
believed to be strongly motivated by group-affiliation, the opportunity for self-
management and challenging work tasks. 

It is suggested that needs-structures might differ 
The Maslowian needs-order hierarchy is central to modern management think-
ing. According to this hierarchy the employee is motivated by a number of all-
human psychological needs, which are arranged in a certain order: the physio-
logical and safety needs at the bottom, then the social needs for affiliation, es-
teem and recognition, and then the need for self-achievement at the top. At-
tempts have been made to assess the international validity of the model – with 
varying results and conclusions. 
For one thing, it is concluded that there appears to be a general similarity in the 
needs structures of employees in very different countries (Haire, Ghiselli and 
Porter 1977, Negandhi 1985, Reitz, Sirota and Greenwood 1971). The conclu-
sion drawn is that management practices based upon the conventional model of 
human needs are universally applicable. According to Sirota and Greenwood, 
the similarity “has an extremely important policy implication: since the goals of 
employees are similar internationally, corporate policy decisions, to the extent 
they are based on expectations about employee goals, can also be international 
in scope” (p 276). 
It is, on the other hand, also concluded that there are some fundamental differ-
ences in the ranking of needs in the needs structure. The idea that needs are ar-
ranged in a hierarchy may be valid, but the ordering of needs in the hierarchy 
may also be culture-contingent. Hofstede (1984) concludes from his analysis of 
work related values that the Maslowian needs hierarchy model “works and fits” 
in a cultural cluster to which the USA belongs – and that other cultural clusters 
have different features, calling for different incentive schemes. The Swedish en-
dorsement of the semi-autonomous work group approach is explained as being 
culture relevant in a cultural cluster where uncertainty avoidance is low at the 
same time as masculine values are low. This is the case in the Scandinavian 
cluster, but in an international comparison this cluster appears to be relatively 
unique. 

Basic needs are not satisfied in developing countries 
The Maslowian message, attached to the Maslowian needs hierarchy model, is 
also central to the image of effective incentives in modern management knowl-
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edge. According to this normative message, the employees have their most basic 
needs – for subsistence and for security – “satisfactory satisfied”. This makes 
the higher level needs of social belongingness, esteem and self-achievement im-
portant as motivators.  
It is argued that this “satisfactory satisfied” premise behind the Maslowian mes-
sage does not hold in developing countries. The general poverty and the rudi-
mentary social security system make low-level needs of prime importance to 
employees in such countries. This explains the observation that employees in a 
developing country have an instrumental work orientation (Blunt 1983, Blunt 
and Popoola 1985). 

People in developing countries are less individualistic 
It is argued that societies vary in individualistic orientation. Sweden appears to 
be a very individualistic oriented society in an international comparison. 
Hofstede (1984,1991) measures the individualistic orientation with an “indi-
vidualism index”, and finds that Sweden ranks amongst the most individualistic 
countries in the world. Developing countries tend to be more collectively ori-
ented. Trompenaars (1985, 1991) measures the individualistic orientation with a 
different index (called the INCO index) and corroborates Hofstede’s findings.  
In a somewhat different vein, McClelland (1961) concludes that the need for 
affiliation is stronger in developing countries than in rich, industrialised coun-
tries. This need can be seen as the opposite to individualism. 
It is argued that the variation in individualism vs. collectivism is of importance 
for the appropriateness of different work incentives. In individualistic societies, 
employees are motivated by incentives emphasising the expression of the indi-
vidual’s achievements and contributions – such as challenging work tasks and 
self-management in the performance of work tasks. In collectivist societies, such 
incentives do not work or fit (Hofstede 1982, 1991). 

The “real life” of employees in developing countries is with the ex-
tended family 

It is argued that the modern organisation is an anomaly in the social life of em-
ployees in developing countries, and that this is a reason for the observed in-
strumental work orientation. “Real life” is with the extended family (Abramson 
1972, Blunt 1983), and in the village community (cf. Lamouse-Smith 1969). 
This makes work orientation instrumental: the employees do not strive to fulfil 
their needs for recognition and for self-fulfilment at work, but are primarily mo-
tivated by material rewards “to take with them” when they return home.  
Abramson (1972) found that the employees in an East African organisation fo-
cused on the satisfaction of lower needs. Trying to explain this, he turned to the 
importance of the extended family: many employees have a great number of 
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relatives depending on them. This, it is argued, will make financial rewards and 
security of tenure central to the employees’ motivation. 
Employment, including employment in industry, is observed to have a very cen-
tral position in the life of Swedes. Work is a very important part of “real life”. 
One of the first things mentioned when Swedes meet and introduce themselves 
is their occupational background (Herlitz 1991). It is also remarked that a com-
paratively large portion of Swedes will continue to work even if they are not 
forced to, and that a relatively large share of the Swedish employees look for-
ward to go back to work when the holiday is over. This indicates a positive atti-
tude to work (Daun 1989). 

Employees in developing countries are “target workers” 
In a similar vein, it is argued that an employee in a developing country takes the 
job in the “modern” sector primarily to acquire money for a particular target. As 
soon as the target income is received he/she returns to “real life” at home. Two 
different targets are discussed in literature. One is that the employees are primar-
ily interested in earning sufficient money to provide for subsistence. As soon as 
the employees have earned enough to live the life they prefer, they see no reason 
to go to work. Heilbroner (1969, p150) quotes a UNESCO report stating that: 
“the day labourer in a rural area on his way to work, who finds a fish in the net 
he placed in the river the night before, is observed to return home, his needs be-
ing met. The worker in an urban area who receives an increase in pay works less 
and goes back to his native village so much the sooner”. Mead (1969, p 90) 
writes: “so if the worker has enough food or money for his needs, he does not 
see why he has to go to his job. In fact, if he has a garden, or if the fish are run-
ning in the stream, he has a valid reason for not going.” 
The other target mentioned is the need for some particular item to be purchased, 
demanding a monetary outlay– a bicycle or a radio set, for instance. As soon as 
he/she has acquired enough money, he/she quits (Abudu 1986). 

The employee may not be the relevant economic decision-maker  
Finally, it is argued that modern incentive thinking is based upon a very basic 
and cultural contingent assumption: that the relevant decision-maker when it 
comes to the investment of time and effort at work, is the individual employee. 
However, it is countered that the relevant economic decision-maker in a devel-
oping country is not the individual employee, but the extended family. This eco-
nomic unit has several sources of income and sources of means of subsistence. 
The employee is “sent” by the extended family to the enterprise to earn money. 
It may be rational from the extended family’s point of view that he/she returns 
from the enterprise once this money is earned – or even before: his/her time and 
efforts might be more efficiently used in another activity within the extended 
family’s economic sphere.  
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On differences in the attitude to industrial work  

It has been observed that people in developing countries may be quite reluctant 
to take the jobs offered by industry (Eells and Walton 1969, Heilbroner 1969, 
Nash 1969, Niehoff 1959, Ornati 1955). Sweden, on the other hand, is an “old” 
industrialised society. Employment in industry is a “normal” type of occupation, 
and there is no reason to believe that there is any particular reluctance to taking 
the jobs offered by industry. 

The cultural legacy argument  
It is argued that the high value attached to trade and industry in the Occident is 
an exception internationally as well as historically. Business, including industry, 
is considered a dubious occupation in many societies. If possible, this kind of 
work is therefore avoided (cf. Eells and Walton 1969, Heilbroner 1969, Ornati 
1955, Niehoff 1959).  
It is also observed that Indian workers have a negative attitude to industrial 
work, because such work does not offer an avenue to the expression of the indi-
vidual personality (Ornati 1955). 

The local industry may be characterised by “sweat shop” conditions 
It is argued that industrial work in developing countries has traits that add to 
people’s negative attitudes. Work conditions are often noisome, and the strict 
work discipline in industry is rejected. According to Heilbroner (1969, p 150), a 
person from a developing country “accepts the often noisome conditions of fac-
tory work as one might accept a temporary prison sentence.” 

On differences in the availability of people with adequate capabilities 

The lack of people with adequate capabilities has been recognised to be a major 
managerial problem in developing countries. The capability-problem has two 
levels. For one thing, barely literate workers are recognised as a problem. For 
another thing, the lack of managerial and professional expertise is a problem – 
and a bottleneck to economic development (cf. Austin 1990, Bas 1989, Farmer 
and Richman 1965, Gerschenberg 1987, Kiggundu 1986, Oberg 1963) 
The need to adapt management practices to the demands of an increasingly ca-
pable and professional labour force is, on the other hand, an important message 
in contemporary Swedish management thinking (cf. Carlzon 1985). A lack of 
adequate capability is recognised as a problem in contemporary Swedish indus-
try, but this is a problem that is radically different from that in developing coun-
tries. It is a matter of specialised expertise, rather than of basic industrial skills – 
as is the case in developing countries. 
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There is a lack of institutions providing adequate education in develop-
ing countries 

A lack of capable employees for industry can be considered natural in countries 
where industrial production is an exception, and the educational system there-
fore not designed to provide skills and capabilities matching the needs of mod-
ern industry. Bas (1989) argues that the problem of finding and hiring workers 
and managers with adequate training and work experience stems from the lack 
of vocational institutions in developing countries. He suggests that a reliance on 
the old-fashioned apprenticeship system is an effective means to overcome the 
lack of industry relevant capabilities.  

The colonial inheritance argument 
Gerschenberg (1989) refers to a colonial legacy as an additional reason for the 
lack of qualified labour in developing countries – and in particular for the lack 
of management personnel. The colonial powers did very little to train locals in 
management skills – or in any advanced skills. Jobs demanding such skills were 
a prerogative for the colonialists. 

There “wrong training” argument 
It is also suggested that people with advanced training in developing countries 
tend to have the wrong kind of education, considering the needs of industry. 
Austin (1990, p 45) remarks that a lack of a capable work force makes training 
of local employees a necessary part of business projects involving technology 
transfer to developing countries. He notes that foreign education or local univer-
sity programs “do not always provide training in the skills that a developing 
country most needs; imbalances are common between the type and quantity of 
skills available and those demanded by companies.” 

On differences in the “appropriate” management style 

It is observed that the management style in developing countries is more auto-
cratic and authoritarian than that in Western, industrialised societies (cf. Abram-
son 1972, Bass and Barret, 1972, Bourgeois and Boltvinik 1981, Fayerweather 
1977, Hamilton and Biggart 1988, Jones, 1986, Haire et al. 1966, Hofstede 
1984, 1991, Kiggundu 1986, Mwamwnda, 1985, Negandhi 1979, Richman and 
Copen 1973, Whyte and Braun 1969). Decision-making is more centralised and 
the element of participation is little emphasised (Richman and Copen 1973). It is 
also observed that subordinates in developing countries expect and prefer an 
autocratic and authoritarian management style (Kakhar 1971), and that work ef-
ficiency is higher with such a management style than with a democ-
ratic/participative management style (Williams, Whyte and Green 1966, Meade 
1967, 1970). 
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The Swedish management style is, on the other hand, described as particularly 
democratic and participation-oriented in an international comparison (Forss 
1987, Hofstede 1984,1991, Lawrence and Spybey 1986, Lindkvist 1988). A 
strong emphasis on participation as a means of motivating employees and of 
achieving high work-efficiency is part of contemporary Swedish management 
thinking (cf. Becérus et al. 1988, Carlzon 1985, Edling and SandBerg 1993, 
Wallander 1991). Decision-making is relatively decentralised (cf. Heller and 
Wilpert 1979). It is also remarked that there is relatively little red tape (precise 
work-descriptions and clear hierarchical structures) in Swedish organisations in 
an international comparison (cf. Forss 1987, Hofstede 1984, Laurent 1983). In 
addition to this, Swedish managerial behaviour is characterised as informal and 
“relaxed” – including the way superiors and subordinates address each other (cf. 
Brewster et al. 1993, Herlitz 1991, Phillips-Martinsson 1991). 

It is a matter of differences in cultural norms  
It is argued that the management role is part of a more general authority pattern 
that emerges in a society. This makes features of the management role culture 
contingent (cf. Hamilton and Biggart 1988, Hofstede 1984). In particular it is 
argued that superiors in different societies are endowed with different amounts 
of power vis-à-vis their subordinates.  
Hofstede makes an attempt to measure the “power distance” norm, using an in-
dex (PDI). It follows from his results that Sweden is particularly egalitarian ori-
ented. A relatively small difference in power is socially accepted and expected. 
The power distance norm tends, on the other hand, to be quite high in develop-
ing countries. A more autocratic management style than in Sweden is thus cul-
ture appropriate in most developing countries.  
The equality orientation of Swedish management is remarked upon also in other 
studies. Lawrence and Spybey (1986, p59) note that “there is a strong commit-
ment to egalitarianism” in the Swedish society in general, and that this commit-
ment is reflected in Swedish organisations. Lindkvist (1988) refers to an urge for 
equality when he discusses and analyses Nordic management. 

A democratic management style has its roots in the democratic politi-
cal system 

In a similar vein, it is argued that the political system in a society is of impor-
tance for the perceived distance from power. It is suggested that there is a more 
egalitarian orientation in countries where there is a long democratic tradition 
(Meade 1967, 1970, Herlitz 1991), because a fundamental question in a democ-
ratic society is why the democracy in society as a whole should halt at the fac-
tory gates. 
It is also argued that the image of the manager as a benevolent dictator is a part 
of the socialisation in many developing countries, whilst the image of the man-
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ger in a democratic society is that of a “resourceful democrat” (cf. Hofstede and 
Bond 1988, Kakhar 1971, Mwamwenda 1985). 

Employees in developing countries may have learned that it might be 
dangerous to oppose superiors  

Differences in the “subordinate role” are also commented upon in cross-cultural 
management literature. In particular, it is commented that the subordinate role in 
developing countries tends to be more submissive and obedient than in Western 
industrialised societies – in particular in comparison to the USA.  
It is suggested that this difference in subordinate style is a matter of “social 
learning”: people have learnt that it might be dangerous to oppose their superi-
ors. Hence they learn to act submissively. Such a learned behaviour is then 
transformed into social norms, and these norms may prevail and continue to 
regulate social interaction also after society has become less dangerous (cf. 
Fayerweather 1977, Whyte and Braun 1969). 

It may be a matter of managerial confidence in the capabilities of sub-
ordinates  

It is argued that differences in subordinate’s capabilities are of relevance for the 
management style practised. Heller and Wilpert (1979, p 64-65), conclude from 
their research that “[m]anagers seem to adjust their decision behaviour to their 
perception of skills among subordinates. Where skill resources are great, partici-
pative decision-making is significantly more prevalent than in circumstances 
when skill resources are low or seen to be low.” The underlying reason for this 
relationship is held to be a matter of managers realising the benefits of utilising 
the professionalism of their subordinates. Hofstede (1984) found a correlation 
between the power distance index and the professional capabilities of the subor-
dinates. 
Haire et. al (1966) suggest that a difference in the image of the subordinate 
might be an important factor behind the difference in managerial orientation. 
Managers from the Anglo cluster were observed to have a more positive image 
of their subordinates’ capabilities than managers from countries where a more 
directive management style was preferred. 
Brewster et al.(1993) find in their comparison of British and Swedish manage-
ment styles, that Swedish management is less authoritarian. They also refer to 
differences in the capabilities of the work force as a reason for this difference: 
the lower training of the British work force is given as a reason for the need for 
more rules and stricter hierarchy. Laurent (1986) suggests that the Swedish im-
age of the manager is that he/she is not the one who must always know better 
than his/her subordinates. 
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An emphasis on the work force’s increased capabilities is also central to con-
temporary Swedish management thinking. It is argued that this makes a partici-
pative/delegative management style important as a means of increasing the 
flexibility and efficiency of enterprises (cf. Edling and Sandberg 1987). 
Mwamwnda (1985) emphasises education, and in particular education in early 
childhood, as a source of self-reliance. He also states that most African states 
lack resources – and the inclination – to create a system for early childhood edu-
cation, and that this is a source of development problems – and of authoritarian-
ism.  

What is expected may not be what is preferred 
A continuing discussion in the “cultural appropriateness of management styles 
debate” is whether the observed authoritarian management style in developing 
countries is preferred as well as accepted and expected by subordinates. Differ-
ent researchers have come to different conclusions.  
For one thing, it is concluded that authoritarian management styles “are not only 
accepted, but practically demanded by both Latin American workers and subor-
dinate managers. Any offer made to a Latin American subordinate to participate 
in decision-making would not only be met with bewilderment but would result 
in a lowering of respect for the superior” (Bourgeois and Boltvinik 1981, p 77), 
and “in a culture with a relatively high level of authoritarianism, needs are more 
adequately met in an authoritarian leadership atmosphere than in a democratic 
leadership atmosphere” (Meade 1967, p 42). An authoritarian management style 
is also found to result in both higher morale and higher productivity than a de-
mocratic management style in India (Meade 1967), in Peru (Williams, Whyte 
and Green 1966), and with Chinese employees (Meade 1970). 
For another thing, it is argued that the proliferation of an authoritarian manage-
ment style in developing countries does not mean that people in developing 
countries actually prefer such a management style. If the employees had the 
choice, they would prefer a more democratic management style. Negandhi 
(1979, p 331) concludes from his observations in six developing countries that 
he is of the opinion that “the employees in developing countries prefer participa-
tory leadership, but that the actual leadership behaviour practised seems to be 
autocratic and paternalistic in nature at the present time.” In a study of manage-
ment style in a large East African organisation, Abramson (l972) comes to the 
same basic conclusion: an authoritarian management style was commonly prac-
tised in the organisations he studied, but the employees did, in fact, prefer a 
more democratic, participation-oriented management style. 
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On differences in the “feeling” for punctuality and dead-lines  

It is observed that managers and employees in developing countries lack the 
same strong feeling for the virtue of punctuality visible among managers and 
employees in Western, industrialised countries (cf. Coldwell and Moerdyk 1981, 
Hall 1960, Lewis 1997, Phatak 1989, Webber 1979). 
A recurring remark in descriptions of Swedish cultural features is, on the other 
hand, the strong emphasis on punctuality (cf. Arnstberg 1989, Daun 1989, Guy 
and Mattock 1993, Herlitz 1991, Phillips-Martinsson 1991). Swedish firms also 
have an international reputation of being very reliable when it comes to delivery 
times agreed upon (Lawrence and Spybey 1986). 

It may be a matter of differences in time-perception 
A difference in the image of time is believed to be a factor behind the smaller 
importance paid to punctuality in developing countries, compared with Western 
industrialised countries. There are two features of the Western time concept that 
are remarked upon in particular as sources of this emphasis on punctuality: the 
precision of time-events, and the image of time as a scarce resource. 
The Western image of time is considered to be “mechanistic”. It is regarded as 
an unending stream of hours and minutes as measured by the clock (cf. Mum-
ford 1984, Webber 1979). This gives time events a precision that may not exist 
in other societies. It is also suggested that the perception of time in “traditional” 
societies is more “organic”. Webber (1969, p 13) suggests that time “is meas-
ured by natural events the movement of the sun, the phases of the moon, the sea-
sons, life and death. Measurement tends to be gross, minutes and hours have no 
meaning. If the present is wasted, it will come round again. Today will return 
tomorrow, life and time are endless repetition. With such a view, life can appear 
unhurried and even serene.” In a similar vein, Mbiti (quoted in Coldwell and 
Moerdyk 1981, p 72) describes the traditional African image of time as event-
oriented: “[t]he rising of the sun is an event which is recognized by the whole 
community, it does not matter, therefore, whether the sun rises at 5 a.m. or 7 
a.m., so long as it rises. When a person says that he will meet another at sunrise, 
it does not matter whether the meeting takes place at 5 a.m. or 7 a.m. so long as 
it is during the general period of sunrise. Likewise, it does not matter whether 
people go to bed at 9 p.m. or 12 midnight: the important thing is the event of 
going to bed, and it is immaterial whether in one night this takes place at 10 p.m. 
while in another it is at midnight. For the people concerned, time is meaningful 
at the point of the event and not at the mathematical moment.” 
The Western image of time is also that of a scarce resource that must not be 
wasted (cf. Lewis 1997). It must be managed properly, and this includes avoid-
ance of all delays. Expressions such as “time is money”,” “time never returns,” 
and “time is the enemy,” are often used to promote the effective use of time. 
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According to Phatak (quoted in Coldwell and Moerdyk 1981), “this perception 
of time has made Americans conscious of the need for establishing deadlines for 
work to be done and to stick to them.” Herlitz (1991, p21) states: “In Sweden it 
is considered effective, responsible and professional to be able to manage the 
time scheduling. He/she who cannot do so, will, even if not explicitly expressed, 
be regarded with a certain degree of suspiciousness and incredulity.” 
In other societies, the image of time as a scarce resource is not so self-evident. 
Phatak (l989) refers to the view of time in Eastern cultures as “an unlimited and 
unending resource. For a Hindu, time does not begin at birth or end at death. Be-
lief in reincarnation gives life a non-temporal dimension and hence time is per-
ceived to be an inexhaustible resource. This attitude towards time makes people 
in Eastern cultures quite casual about keeping appointments and deadlines, an 
indifference which makes Americans dealing with them very anxious and frus-
trated.” 

The perception of time changes with industrialisation 
It is argued that industrialisation introduces a new way of conceiving time 
(Frykman and Löfgren 1988, Max-Neef 1982). One aspect of this new way of 
conceiving time is the emphasis upon punctuality. Being punctual is a norm in 
all industrialised societies, even though the legitimate and accepted margin for 
delay may vary from society to society (cf. Herlitz 1991, Phillips-Martinsson 
1991). 

On differences in the business game  

It is observed that enterprises – and businessmen – in developing countries in-
vest less time in systematic marketing activities than do enterprises in Western, 
industrialised societies (Glen and James 1980, Negandhi 1985, Richman and 
Copen 1973). It is also observed that business relations are more “personalised” 
in developing countries than in Western, industrialised societies (Austin 1990, 
Blunt 1983, 1991, Blunt, Richards and Wilson 1989, Fayerweather 1969, Hamil-
ton and Biggart 1988, Richman and Copen 1973, Webber 1969, Wright 1981).  
Marketing is central to management training in Sweden. There has also been a 
successive shift in Swedish managerial thinking: away from production orienta-
tion to an increased market orientation (cf. Becérus et al. 1988). Proper market 
planning and sensitivity to customer demands is regarded as vital to the survival 
and efficiency of an enterprise. There are indications that Swedish businessmen 
are particularly inclined to regard business relations as impersonal (cf. Phillips-
Martinsson 1991). 

A seller’s market makes management very different  
A seller’s market is observed to have a pertinent impact on managerial decision-
making in many developing countries. Negandhi (1985, p 88) concludes from a 
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study of management in six developing countries (Argentina, Brazil, India, Phil-
ippines, Taiwan, and Uruguay) “[I]n my opinion, the impact of the seller’s mar-
ket on managerial decision-making seems greater than any other environmental 
cum cultural factors mentioned by other writers.” The seller’s market conditions 
make the manager of an enterprise less interested in market planning, sales pro-
motion, customers’ service, and an adherence to customers’ demands in general 
(cf. also Glen and James 1980, Richman and Copen 1973). 
Partly, the seller’s market is a matter of a market demand that is not (yet) met by 
a corresponding supply in developing countries (cf. Glen and James 1980), 
partly it is also a matter of the importance of public enterprises in the economies 
and development strategies of developing countries (cf. Ghai 1985). Public en-
terprises function in monopolistic market situations.  
The Swedish market is, on the other hand, an “old” industrialised market, char-
acterised by a high degree of market saturation and a tough competition between 
private enterprises. By extension, this means that systematic market planning, 
sales promotion and adherence to customers’ demands are of vital importance 
for the survival of an enterprise.  

A distrust in strangers makes market relations different  
A trust in impersonal business agreements is important to marketing in market 
economies like Sweden. The pacta sunt servanda obligation is basic to all busi-
ness agreements, independent of personal sentiments. The commercial laws also 
support an understood trust in impersonal business relations. 
It is argued that the great importance of personal business relations that has been 
observed in developing countries is a matter of a general distrust in strangers 
and impersonal business relations (Fayerweather 1977, Webber 1969). It is also 
argued that an emphasis on personal relations and friendship in business rela-
tions is necessary in a situation where commercial laws are underdeveloped and 
weak – as they often are in developing countries. The development of trust 
through personal relations and friendship is a way of creating the certainty and 
stability that is required in business (cf. Austin 1990, Hamilton and Biggart 
1988). 
There are, on the other hand, indications that Swedish businessmen are particu-
larly inclined to regard business relations as impersonal. A recurring remark in 
Phillips-Martinsson’s (1991) interviews with foreign businessmen was that 
Swedish businessmen tend to put little weight on maintaining and developing 
good personal relations with their customers. Many foreign businessmen, who 
were used to more personal relationships in business, experienced this as quite 
annoying. The interviewees wanted to develop an atmosphere of mutual and 
personal trust as a basis for the business conducted, but found that Swedish 
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businessmen “rarely allowed the time it takes to build up the personal relation-
ships essential for doing business” (p 63). 
The legal institutions regulating business activities are also fully institutionalised 
and rigorously supported in Sweden – as they are in Western, industrialised so-
cieties in general (cf. North, 1993). This may be regarded as a contingency sup-
porting the strong trust in strangers and impersonal business agreements in the 
Swedish business culture.  

On differences in the relations with central authorities  
The importance of personal relations in developing countries is also motivated 
by the more interventionistic role of the government and of central authorities in 
such countries. Austin, (1990) refers to the role of the government as a “mega-
force”, shaping the competitive environment. “Its control over resources and its 
regulatory powers can fundamentally determine the structure of industries, the 
nature of competition, and relative competitive advantage among firms” (p 37). 
This makes it of vital managerial interest to maintain good personal relations 
with individuals in the government and in the central authorities. Leonard (1988) 
states that the management of relations with central authorities – and in particu-
lar with the political summit – is essential to African managerial success. Main-
taining good relations with the president it is argued provides the manager of 
large-scale enterprises with the autonomy needed not to be subject to bureau-
cratic and administrative struggles and pressures in African societies. Wright 
(1981) notes that the personalisation of relations is central to business in Islamic 
markets. Maintaining good relations, not only with business partners but also 
with government officials, is the key to successful business in those markets. 

On differences in the “normality” of bribes 

It is observed that systematic corruption is a common and important element in 
the economic life of developing countries – and also a more-or-less accepted 
element in the business game (cf. Aina 1982, Austin 1990, Blunt, Richards and 
Wilson 1989, Blunt and Popoola 1985, Brown 1989, Caiden and Caiden, 1977, 
Gould 1980, Leonard 1987, Nti 1989). 
It is, on the other hand, observed that the Swedish code of conduct in business 
relations – and in relations with civil servants – includes a very strict attitude to 
bribes (cf. Arnstberg 1989, Herlitz 1991). All kinds of gifts given within the 
frames of a business relation – including small tokens of sympathy – are seen 
with suspicion and condemnation. This condemnatory attitude to all kinds of 
gifts can be seen to be a source of cultural clashes in societies where more em-
phasis is paid to the personal element in business relations. The borderline be-
tween favours intended to strengthen the positive atmosphere in business rela-
tions, and “real” bribes given in expectation of reciprocal services is vague and 
flexible. 
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The cultural legacy argument  
It is argued that bribery in the business and administrative sectors in a develop-
ing country has cultural roots. One such cultural root is considered to be the tra-
dition of bringing gifts. Leys (quoted in Blunt and Popoola (1985), p 31) as-
sumes that this traditional gift giving custom has extended into business life. 
“While traditional gift giving can be distinguished from a bribe of money, it is 
quite obvious that from the point of view of the giver the one has shaded into the 
other, so that although the practice has taken on a new significance, as the open 
gift of a chicken is replaced by a more furtive gift of a pound note, it is neverthe-
less an established fact of life, in which the precise nature of rule infringement is 
partially concealed by continuity with an older custom.” 
The great importance of relatives and the extended family is also seen as a con-
stant source of bribery in developing countries: hired managers may use their 
managerial discretion to respond to social pressure from relatives and kinsmen 
(cf. Blunt, Richards and Wilson 1989, Leonard 1987). 

The low salaries paid to state employees make bribery inevitable 
The low salaries and wages paid to state employees in developing countries are 
given as a major reason for systematic bribery in such countries. The salaries 
may be so low that it is practically impossible to live on them – not to talk of 
providing for the needs of an extended family.  
Gould (1980) identifies three main alternatives that are open to a low-paid state 
employee: (i) to attempt to live on his/her salary which will lead to diseases and 
illiteracy in the family; (ii) to take bribes, thus becoming one of many corrupt 
civil servants – in a system that is tacitly sanctioned from above; (iii) to practice 
“moonlighting”, i.e., seeking alternative sources of income.  
In a similar vein, Nti (1989) argues that low paid state employees are forced to 
demand bribes to survive and to maintain their standard of living. Embezzlement 
of public funds by public services personnel is also seen as an alternative way of 
acquiring the much-needed extra income. Finally, state employees – and in par-
ticular employees with a professional training – “spend official working hours 
moonlighting as a means of supplementing their meagre salaries. Others have set 
up private businesses. Yet others use vehicles bought with government ad-
vances, ostensibly for the effective performance of their duties, such as taxis, 
which they drive themselves during and after work hours” (p 121). 

Propositions and research questions 

The aim of the literature review carried out was to derive propositions about 
problems that Swedish managers will probably experience when they attempt to 
introduce and apply their professional knowledge in developing countries, and 
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the reasons for these problems. The literature review also resulted in the identi-
fication of a number of such probable problems.  
A prominent impression from the review is, however, a general uncertainty 
about the validity of the probable problems identified – and whether they are the 
most important problems that will be experienced in transfer of management 
knowledge programmes. There are two primary sources of this uncertainty. (i) 
When management in developing countries is dealt with, it is most often con-
cerns management in going concerns and with local management. It is not a 
matter of problems occurring when modern management knowledge is intro-
duced in developing countries. (ii) The bulk of the comparisons of management 
in different countries, including different developing countries, are predomi-
nantly carried out from a researcher perspective. Very few studies are based 
upon a conception of the problems as experienced by practising managers who 
have attempted to introduce modern management knowledge in developing 
countries.  
In addition, it was experienced that the literature review did not provide much 
information that could be used in the search for the perceptual roots of the prob-
able problems identified. There were indications that differences in the images 
of time, of the employee, of the manager, and of the business relation might be 
important sources of cultural clashes. The main impression was, though, that 
there is not enough information for well-grounded guesses about the perceptual 
roots of problems experienced when attempts are made to introduce and apply 
modern management knowledge in developing countries. 
Together, this is interpreted as a call for an open-ended research strategy, and a 
research strategy that is based on an analysis of the experiences of problems en-
countered by practising managers when they have attempted to introduce and 
apply modern management knowledge in developing countries. 
The probable problems identified through the literature review are regarded as 
propositions attached to different aspects of management. But because of the 
uncertainty experienced, the propositions are developed with a restricted aim: no 
guesses are made about implicit assumptions surfacing in the problems identi-
fied, and the propositions formulated are not allowed to guide the empirical re-
search more than marginally. They are used as a source of inspiration when a 
number of research questions are formulated for the empirical part of the study, 
but these questions are regarded as “sensitising questions”. The primary function 
of the questions is to initiate a dialogue with managers who have had first hand 
experience from transfer of management knowledge activities, rather than to 
gather data to test hypotheses about what is important. 
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Proposition Research question 
(Sensitising question) 

Swedish managers will find that planning is executed 
in a less systematic way in developing countries than 
they are used to. 
A reason for this is the higher uncertainty in develop-
ing countries. Plans often do not succeed, and this 
leads to a vicious circle. 
An alternative reason is that a seller’s market makes 
systematic planning unnecessary. All that is pro-
duced will also be sold. 
 

Are there any differ-
ences in the way plan-
ning is carried out in de-
veloping countries com-
pared with Sweden? 
Is it more or less impor-
tant?  
Is it more or less diffi-
cult and demanding?  
(Q1,Q2,Q3,Q4) 

Swedish managers will experience that decisions are 
made in a less rigorous and analytical way in devel-
oping countries than they are used to. More leeway is 
given to emotions and tradition in decision-making. 
A reason for this is that seller’s market conditions 
reduce the need for efficiency and rationality.  
An alternative reason is that a high uncertainty makes 
a reliance on rigorous decision-making practices 
questionable.  

Are there any differ-
ences in the way deci-
sions are made in devel-
oping countries com-
pared with Sweden?  
Is it possible and neces-
sary to be as systematic 
as in Sweden?  
Do emotions and tradi-
tions have a bigger im-
pact on local managers’ 
decision-making? 
(Q5,Q6) 
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Swedish managers will experience that a delega-
tive/participative management style does not “work 
or fit” in developing countries  
A reason for this is that this management style is not 
in line with the local image of authority in the devel-
oping countries.  
Another reason is a general lack of capability among 
subordinates. This makes a delegative management 
style unfeasible. The lack of basic education is one 
problem. The lack of professional skills and qualifi-
cations another. 
Swedish managers will experience that it is difficult 
to find people with adequate capabilities for indus-
trial activities in developing countries. 

Are there any differ-
ences in the relations 
between managers and 
subordinates in develop-
ing countries, compared 
with Sweden?  
How authoritarian is a 
manger expected to be, 
compared with Sweden? 
How difficult is it to find 
and recruit people with 
adequate capabilities to 
an industrial enterprise 
in developing countries, 
compared with Sweden? 
Is a lack of basic educa-
tion a problem?  
Is a lack of trained per-
sonnel a problem? 
(Q11,Q7, Q8, Q22,Q23) 

Swedish managers will be annoyed with a lack of 
“feeling” for the virtue of punctuality and deadlines 
in developing countries. 
The Swedish managers will remark on a difference in 
the image of time when they comment on the pro-
posed lack of punctuality. 
It will also be remarked that the lack of punctuality 
means that there is a need for a more directive and 
controlling management style compared with what 
Swedish managers are used to in Sweden. 
 

Is there any difference in 
the attitude to punctual-
ity compared with Swe-
den?  
Is this a problem? 
(Q18, Q19) 
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Swedish managers will experience that modern in-
centive thinking does not “work or fit” in developing 
countries.  
A reason for this is that the employees have an in-
strumental work orientation. They go to work to earn 
material rewards. Conditions at work, an interesting 
job, and other rewards are of much less importance 
as motivators.  
A major reason is the general poverty in developing 
countries. Low-level needs are not satisfied, but are 
still working as the main motivators.  
Another reason is that the employees live their “real 
lives” at home with the extended family. That is the 
environment where the employees seek to satisfy 
their need for affiliation. Social conditions at work 
are of much less importance. 
 

Are there any differ-
ences of relevance for 
the design of effective 
incentive systems com-
pared with Sweden?  
How important are mate-
rial rewards?  
How important are so-
cial relations at work? 
(Q9,Q10) 
 

A Swedish manager will experience that it is difficult 
to recruit people to an industrial enterprise in devel-
oping countries.  
A major reason for this is the normality of sweatshop 
conditions in the indigenous industry. 

Is it more or less diffi-
cult to recruit employees 
to an industrial enter-
prise in a developing 
country compared with 
Sweden? 
Is there a difference in 
the attitude to industrial 
work? 
(Q20, Q21) 
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Swedish managers will experience that customer re-
lations are not very important in developing coun-
tries.  
A reason for this is that a seller’s market reduces the 
need for sensitivity to market demand in developing 
countries  
Another reason is the state’s control over economic 
resources and direct involvement in the business 
game. Management of relations with governmental 
officials is the key to successful business. 
Swedish managers will experience that market rela-
tions are more personalised in developing countries 
than in Sweden. 
A reason for this is a general lack of trust in strangers 
in business. 
 

Are there any differ-
ences in the relations to 
different stakeholders, 
compared with Sweden? 
Must a manager spend 
more or less time on the 
management of envi-
ronmental relations in 
developing countries, 
compared with Sweden? 
(Q14, Q15) 

Talking about relations: Swedish managers may also 
find that environmental conditions (in a wide sense) 
are different in developing countries than in Sweden, 
and that this has consequences for managerial work.  

Are there any differ-
ences in the manager’s 
involvement in environ-
mental conditions?  
(Q12, Q13) 

Swedish managers will be annoyed with the “bribery 
element” in business in developing countries  
A reason for the bribery element is that state employ-
ees are paid so low salaries that they cannot live on 
them. 
 

How common and prob-
lematic are bribery and 
corruption in developing 
countries, compared 
with Sweden?  
(Q16, Q17) 

 
Table 3: Propositions and research questions 
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Chapter 5: Identifying normative messages 
behind modern management knowledge

Chapter 6: Developing a pre-
understanding of problems/cultural 

clashes

Conclusions about the cultural basis 
of modern management knowledge

Images
Basic assumptions and 
Corroborating conditions

Chapter 7 & Appendix 1: Case 
description and analysis in search of 

implicit assumptions questioned

Chapter 8: Identifying a paradigm 
questioned

 

Figure 27: Five transfer of modern management 
knowledge projects are analysed in search for 

implicit assumptions questioned 

7 In search of implicit assumptions questioned 
The empirical section 
of this study consists 
of five cases when 
Swedish managers 
have attempted to in-
troduce modern mana-
gement knowledge in 
different developing 
countries: 
The Vinh Phu case in 
Vietnam, where the 
transfer of manage-
ment knowledge was a 
supplement to a tech-
nology transfer project. 
Sweden helped Viet-
nam build a pulp and 
paper factory. 
The TPCC case in 
Tanzania, where the 
transfer of manag-
ement knowledge was 
part of a rehabilitation 
project. Sweden helped 
Tanzania with the 
rehabilitation of a ce-
ment factory. 
The Lao Road Sector 
Support case, where 
the transfer of management knowledge was an element in the Swedish assis-
tance to Laos. 
The management support given to the Socotram enterprise and the Ministry for 
Industry in Guinea Bissau. 
The Inmine case, where Sweden helped Nicaragua reconstruct two important 
gold mines, and a transfer of management knowledge was included as an ele-
ment in that help.  
All cases in the study are elements in the development assistance that Sweden 
gives to developing countries. But otherwise the cases are quite dissimilar: in 



 131

type of operations, in scope of operations, in expatriate involvement in man-
agement, in organisational features, and — not least — in environmental fea-
tures. This means that the experiences from management in the different cases 
are different too. There is, however, also a body of experience and observation 
that is quite similar in a cross-case comparison. These similarities may serve as a 
basis for a discussion of the problems Swedish managers can expect when they 
attempt to introduce and apply their professional capabilities in a developing 
country.  
The different cases are presented case-by-case in appendix 1. The aim in this 
chapter is to carry out a cross-case analysis in search for implicit assumptions 
that are questioned when Swedish mangers have attempted to introduce and ap-
ply modern management knowledge in developing countries.  
The general ideas behind the search procedure are (a) that the five cases are five 
situations where modern management knowledge is introduced and applied in 
developing countries, (b) that the problems experienced are indications of cul-
tural clashes, and (c) that these cultural clashes stem from the questioning of im-
plicit assumptions underlying the management knowledge. 

One more core normative message was identified  

Five core normative messages have been identified as central to modern man-
agement knowledge, including its Swedish variant. These core normative mes-
sages are the planning imperative, the perfect rationality ideal, the democratic 
leadership ideal, the Maslowian message, and the market orientation imperative.  
Information is gathered about problems occurring when these normative mes-
sages are introduced and applied in developing countries, and these problems are 
then interpreted as stemming from implicit assumptions being questioned. 
The attempt was, however, also to avoid the “measurement by fiat” trap by ask-
ing the managers interviewed to comment spontaneously on what they had ex-
perienced as being problematic, and also to carry out the information gathering 
and interpretation in a way that opened up to serendipity as much as possible.  
The open-ended search strategy pursued made it evident that (a) most of the 
problems of introducing and applying modern management knowledge in the 
different cases were related to the application of the five core normative mes-
sages identified, (b) in addition to this, yet another normative message could be 
derived from the comments made: the “don’t be a ‘Jack of all trades’” message. 
The “don’t be a ‘Jack of all trades’” message was derived from a common theme 
in all cases: that the enterprises were not the specialised production units that are 
found in corresponding Swedish enterprises. The enterprises in the case studies 
embraced more functions, and the responsibility for the welfare of the employ-
ees was wider. It was also evident from the comments made in the interviews 
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that the Swedish managers were annoyed at this, and considered it a source of 
ineffectiveness.  

The assumptions are identified in a reasoning way 

The present chapter is organised as a discussion of the applicability of the dif-
ferent normative messages identified. This is done in two steps: (i) first, prob-
lems attached to the application of a particular core normative message are iden-
tified, (ii) then these problems are commented upon, with the aim to derive and 
identify the underlying implicit assumption that is questioned.  
The commentary notes are written down using a different text format. This is 
done as an element of the strategy of credibility: the reader of the report is able 
to see where the coding categories come from. 
A summary of the implicit assumptions that are identified is presented in a table 
in the end of the chapter. In this table, the different assumptions questioned are 
presented in alphabetical order, and in conjunction with the normative message 
that was applied when the assumption was questioned. 

On the applicability of the planning imperative 

The planning imperative is identified in chapter five to be a core normative mes-
sage conveyed in modern management knowledge. Proper managerial decision-
making is supposed to be based upon forecasts and plans. By extension, the 
planning approach is central to Swedish managers’ attempts to introduce and 
apply modern management knowledge in developing countries. 
This proposed importance of the planning imperative in the image of appropriate 
management that Swedish managers have internalised in management training 
was given support in the study: the interviewees were inclined to contend that 
planning is just as important everywhere, including in the developing countries 
where they had served. It was seen as a prerequisite for proper management, be-
cause “one must know what one is doing” (Guinea-Bissau). A planning ap-
proach was also regarded as inevitable as soon as modern, large scale production 
processes are employed, because “hundreds of millions are invested in the fac-
tory, and this one cannot do just on feeling and optimism. It has to be based 
upon something” (TPCC). 

There was a dilemma in the opinions of the interviewees 
The comments on questions asked about forecasting and planning did, however, 
also reveal a dilemma in the opinions of the interviewees. This dilemma may be 
summarised in a number of arguments: 
On the one hand it was contended: “Planning is just as important everywhere!” 
and “Detailed planning is crucial to the efficiency of modern technology in de-
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veloping countries!” In addition, it was felt that planning was both more difficult 
and demanding in the different cases – if it were done in a proper way. 
On the other hand the interviewees complained: “The local managers lacked the 
proper “feeling” for planning!”, “The great uncertainty made a reliance on fore-
casts and plans questionable!”, “A seller’s market reduces the need for plan-
ning”, and “It may be more important with lobbying, anyhow!” 

Detailed planning was considered crucial to the efficiency of operations 
There are evident reasons to contend that detailed plans are crucial to the effec-
tive employment of modern technology in a developing country. 
Nothing could be taken for granted 
One such reason is that nothing can be taken-for-granted. It was a common ex-
perience in the case studies that a planner had to consider and reconsider much 
that a planner in Sweden does not need to bother about. It was necessary to try 
to foresee and plan for all eventualities – and for all eventualities in detail – in 
order to make sure operations could proceed in an even and effective manner.  
The existing infrastructure was mentioned in particular as a source of many 
“surprises”. “It is the entire infrastructure in the environment that is the problem. 
Will the bridges be open? Will there be floods? Etc. There are a lot of contin-
gencies one must consider, which are non-problematic to us” (Vinh Phu). 
It was also remarked that it was necessary to check that the local subcontractors 
were properly equipped for tasks delegated to them. This could not be taken-for-
granted to the same extent as in Sweden. “There are more details in the plans. 
One must consider things that are self-evident here. For instance, one must 
check that there exists a constructor who has the cement needed in six months. 
This one just doesn’t need to do here” (Inmine). 
Delivery times were very long 
The long lead-times for spare-parts and for most any industrial goods was a ma-
jor managerial problem in all cases. What is a matter of hours or days in a soci-
ety like Sweden took weeks, months – or even years – in the case studies. This 
called for detailed planning to keep operations running in an effective way, be-
cause “if you just forget a small screw or a nut, a whole machine or unit could 
stand idle because you must wait for delivery” (Laos). 
Partly, it was a consequence of a lack of local suppliers providing industrial 
goods of all kinds. Even small gadgets that can be purchased in the nearest 
hardware shop in Sweden had to be imported from abroad, and this implied long 
delivery times due to long transport.  
Partly, it was a matter of long “bureaucratic lead-times” connected with the im-
port of goods. A major reason for this was the extreme scarcity of foreign ex-
change, together with the great demand for such exchange in all sectors of the 
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economies. This made the allocation of foreign exchange a matter of priorities – 
and of bureaucracy. It was also considered that the local bureaucracy was itself 
very inept. It was not the smooth operating, well-oiled bureaucratic machinery 
that the Swedish managers were used to in Sweden. 
It was necessary to give precise directives 
A common remark in all cases was the lack of industrial capabilities and experi-
ence of the local employees – and local mangers. This added to the need for de-
tailed planning because management could not act as in Sweden: decide on the 
frames of action and delegate the actual details to their subordinates to take care 
of, relying on their capabilities and experience. Rather, management must be 
able to give exact directives to make sure everything worked out in a proper 
way. To be able to do so, it had to make detailed plans – “or else you cannot 
give the right directives” (Laos). 
The need for convincing arguments in relations with authorities 
The great dependency on decisions made at a central level was a common theme 
in all cases in the study. The efficiency of operations hinged on the central au-
thorities’ decisions to allocate sufficient resources to the enterprise. This de-
pendency on decisions at a central level made it necessary for the enterprise 
management to present convincing arguments – and this added to the impor-
tance of detailed planning and forecasting.  
In the TPCC case, it was remarked that top management spent quite a lot of time 
with representatives of central authorities to make sure that foreign exchange 
was allocated to the enterprise when needed, and that this was of vital impor-
tance for the efficiency of operations. It was also contended that the manage-
ment had been quite successful in this respect. This was largely because of the 
way arguments were presented. “When things are to be purchased, the money 
shall be available. ... And in that respect Coleman (the GM) made a great contri-
bution. He knew how long it would take. We could make budgets. And we could 
show the consequences if we didn’t receive any money: what production we 
would end up with, the situation the enterprise would be in and what revenues 
we would have. We could use the computer to build models and present alterna-
tives. And I think the fact we could show these alternatives was very important 
in the negotiations with both SIDA and the Tanzanian authorities. The presenta-
tion was so much better than that of other enterprises, that we had a psychologi-
cal advantage.” 
Aid bureaucracies demand plans and figures 
The very limited fiscal revenues of all host countries made aid financing an at-
tractive alternative. It is part of the picture that aid organisations are bureaucra-
cies, demanding plans and figures – including cash flow budgeting – to motivate 
assistance. To the management of an enterprise opting for aid financing, this 
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made it an imperative to invest time and effort in preparing such plans and fig-
ures to be used in negotiations with aid organisations. 

Comments: 
The reliance on the planning approach as a basis for proper management be-
haviour implies that there is a predictability assumption underlying modern 
management knowledge.  
This assumption is made valid by an infrastructure that matches the needs of 
industrial production, and the existence of suppliers and service firms that 
can be relied upon and have tasks delegated to. In other words: there is an 
industrialised infrastructure assumption, and a supportive business envi-
ronment assumption behind Swedish planning practices. 
The need to make detailed plans to be able to give subordinates detailed di-
rectives implies that there is a capable employee assumption behind Swedish 
planning practices.  
The need to present convincing arguments in relations with central authori-
ties is one indication among many that the central authorities play a very dif-
ferent role in the business game, compared with Sweden. Swedish manage-
ment is based upon a non-interventionist state assumption. The management 
of relations with central authorities is not an important issue in modern man-
agement knowledge. 

Planning was more demanding than in Sweden 
Planning was considered a more difficult and demanding task in the cases stud-
ied than in Sweden for different reasons:  
The responsibility for the welfare of the employees was wider 
It was remarked that management had a wider responsibility for the welfare of 
the employees in all cases studied. The manager had to make sure that the sub-
ordinates were provided with food, fuel, decent housings, and whatever else was 
considered necessary.  
Four reasons were mentioned for this greater responsibility for the employees. 
(i) The enterprises were wholly or partially state owned, and they were obliged 
by enterprise statutes to care for the welfare of the employees. (ii) The responsi-
bility for the welfare of the employees was part of the Swedish aid programmes. 
Funds were earmarked for this purpose. Hence it was part of the operational 
function of the enterprise to care for the welfare of the employees too. (iii) The 
responsibility for the living conditions of the employees was crucial to the effi-
ciency of operations: work efficiency suffers if the employees are tired and hun-
gry at work. It was therefore in the interests of management to make sure that 
the employees’ standard of living was “good enough”. (iv) Providing employees 
with different “fringe benefits”, which added to the low wages and salaries paid 



 136

to employees and managers was a means of promoting motivation at work and 
loyalty to the organisation.  
An enterprise embraced more activities than a corresponding Swedish enter-
prise 
A common experience in all cases was that there were very few – if any – enter-
prises and organisations in the business environment, to which auxiliary tasks 
could be delegated. This forced the single enterprise to embrace functions that 
are delegated to other firms in Sweden — it cannot be the specialised production 
unit a corresponding enterprise in Sweden tends to be. 
The uncertainty and a lack of information added to the difficulty of planning 
It was remarked that the wider managerial responsibility that followed from the 
wider scope of activities made planning more time consuming in the cases stud-
ied. It was also more difficult because there were so many things to plan for. A 
greater uncertainty added to this difficulty in planning – and so did the lack of 
information relevant to planning needs: the planner had to dig up whatever in-
formation there was, and make a proper assessment of the viability of this in-
formation. 

Comment: 
The remarks about the greater responsibility for the welfare of the employees 
imply that Swedish management practices rest upon an autonomous em-
ployee assumption. The employee is believed to be able to manage his or her 
own affairs after work. Managerial responsibility halts at the factory gates.  
The remarks about the wider span of activities imply that Swedish manage-
ment practices rest upon a supportive business environment assumption. It is 
assumed that there are other firms in the environment, to which auxiliary 
functions can be delegated. Over the years, this possibility to delegate auxil-
iary functions to other enterprises has resulted in a specialised production 
unit assumption.  
The remarks about the lack of information imply an industrialised informa-
tion assumption. It is assumed that there is quite an abundance of relevant 
and reliable information for planning, and that it is not very difficult for a 
planner to gather it. 

The great uncertainty made a reliance on forecasting and planning 
questionable 

Even though the interviewees were inclined to argue that planning is just as im-
portant everywhere, and that detailed planning is crucial to the effective em-
ployment of modern technology in a developing country, they had also experi-
enced that there were reasons to question the rationality of a reliance on the 
planning approach in the cases in which they had served. One such reason was 
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the much higher uncertainty. It was remarked that the general uncertainty made 
it so difficult to make reliable plans, that “they don’t matter much” (Inmine). 
And “(i)t is not going to be like the forecasts any how” (Vinh Phu). 
Warfare and political instability made everything uncertain 
Warfare and political instability were uncertainty-generating conditions in all 
countries in the study.  
A struggle for independence was part of the historical legacy in all the host 
countries in the study. In the majority of the countries, this struggle was over 
when the cases under study had commenced. Vietnam was an exception: the 
struggle against the USA and its allies may be regarded as a struggle for inde-
pendence, and this struggle was going on during the first part of the Vinh Phu 
project. 
Civil war and general political unrest was another part of the historical legacy of 
all the countries in the study – except perhaps in Tanzania. In Nicaragua the 
fighting between the Sandinist government and the Contra movement was a 
general backdrop during the entire period spanned by the Inmine case. In Laos 
the ruling Pathet Lao government had defeated its right wing opponents after a 
period of more-or-less overt fighting. In Guinea-Bissau, a coup d’état took place 
in the mid 1970s, and new political leaders took over. 
In some countries, war against neighbouring countries was another part of the 
history. Vietnam fought against Kampuchea and against troops from China dur-
ing the time spanned by the case, and Tanzania fought a war against Uganda. 
Everything is uncertain during wartime, because it is a goal in all warfare to 
cause economic damage in various ways – including disturbing the supply of 
raw materials and necessary inputs to industry. This was particularly evident in 
the Inmine case, where the Contra attacks on the infrastructure and on transport 
was a constant threat. 
Resources are also allocated first of all to the fighting during wartime, and this 
may leave enterprises without the necessary inputs, money – and manpower. 
From Tanzania it was reported that the efficiency of the already inefficient 
transport apparatus was suffering because lorries were used to transport soldiers 
to the front. In the Inmine case it was remarked that important employees and 
managers could be drafted for the struggle at short notice – or no notice at all.  
The inefficiency and unreliability of the infrastructure 
A common problem in the cases studied was that the infrastructure in the host 
countries was inefficient and unreliable. It was a source of many “surprises” to 
management.  
The existing transport system was mentioned in particular as a source of uncer-
tainty. “There is a constant lack of transport”, and “the roads are in very bad 
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condition” (Inmine). The existing vehicle fleet was also old and worn, making 
breakdowns common and inevitable. Part of the problem was the foreign origin 
of the vehicle fleet. The necessary import of spare-parts to keep it working de-
manded foreign currency – which was a very scarce resource in all the develop-
ing countries in the study. This added to the unreliability of all transport. 
The supply of electric power was mentioned as another important uncertainty 
generating element of the infrastructure. Breakdowns and interruptions in the 
supply were common. “One is short of one thing or another. For instance, there 
may be no electricity – one is not in control of this oneself, because one is con-
nected to the electricity system of the nation. And every now and then a power 
plant stops, and then there is a break in the supply of power” (Inmine). This 
could have devastating consequences for the efficiency of industrial operations, 
since such operations are highly dependent on a steady supply of electric power. 
In some cases, there was no national grid to attach to. Either because there was 
no national grid to talk about, or because the enterprise was located in a very 
remote place, to which the national grid did not reach. This made it necessary to 
install a diesel fuelled power generator as part of the enterprise. This was, for 
instance, the situation in the Socotram case study. But this case study also made 
evident that it did not eliminate the uncertainty of the power supply: the diesel 
had to be imported from abroad, and this made the supply uncertain, because of 
the uncertainty of the availability of foreign currency to finance such imports. 
A third element in the infrastructure remarked upon was the telecommunication 
system. A common experience was that this system was rather rudimentary and 
underdeveloped. This made all external communication difficult, unreliable – 
and time consuming. In the Socotram case it was mentioned that a sawmill could 
be kept standing for days, just because the telecommunication system did not 
work. It was not possible to just lift the receiver and order spare-parts, simply 
because there was no receiver to lift. Someone had to be sent into the major 
town in the district to find out if a spare-part that was needed was available or 
not.  
The unavailability and unreliability of information was a major problem 
A recurrent remark in the interviews was that the lack of reliable data and statis-
tics was a major managerial problem – and a problem that was particularly great 
because of the novelty character of the technology introduced in the cases under 
study. Management had to start compiling information anew when it attempted 
to make plans. This meant that the information was loaded with uncertainty. It 
also meant that all planning and decision-making was based upon guesswork, 
intuition and “gut feeling” to a much higher extent than in Sweden. 
Part of the picture was that conditions changed in sudden steps in the host coun-
try economies. Every new project employing modern technology changed condi-
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tions enormously. This made data and statistics compiled in the immediate past 
also of little relevance to future conditions.  
Another part of the picture was that illiteracy added to the quality of information 
problem. Because much management and planning relevant information comes 
from within an organisation: reports and follow-ups are normal parts of a man-
agement information system. The larger the size of the operations, the more 
formalised and impersonal the systems for reporting. Employees and managers 
at all levels in the organisation are expected to add information into the informa-
tion system. A general illiteracy of the work force – as in Guinea-Bissau – 
makes such impersonal reporting and follow-up difficult – and unreliable. 
A lack of “feeling” for punctuality and for presence during work hours added to 
the general uncertainty 
A proposition derived from the literature review was that Swedish managers will 
be annoyed with a lack of “feeling” for the virtue of punctuality and deadlines in 
developing countries. This proposition was corroborated in the cases under 
study: the local employees and managers were felt to lack a “feeling” for the vir-
tue of punctuality in all cases. The Swedish managers were quite annoyed with 
this and regarded lack of punctuality to be a waste of time. 
It was remarked that the lack of punctuality added to the uncertainty of all plan-
ning. Because “you cannot say that the lorry with timber will arrive at two 
o’clock in the afternoon. It could very well arrive next day at two o’clock” 
(Vinh Phu). A greater and more unforeseen absence than in Sweden was also 
remarked upon as a source of uncertainty in all cases. A heavy over-manning in 
the factory reduced the problem at an “ordinary employee level”, but it was a 
problem when managers and key personnel were not present. 
A number of reasons were mentioned for the lack of “feeling” for punctuality 
and for the greater and more unpredictable absence:  
It was remarked that part of the lack of punctuality problem in a developing 
country could be explained simply by the fact that very few people owned a 
watch. This was an evident explanation why it was difficult to keep track of 
time. 
People as well as goods were seldom on time because of bad roads and ineffi-
cient transport. The lack of reliable communications also made it difficult to ex-
pect and demand punctuality: there were so many things that could happen on 
the way, that no one could be expected to be punctual.  
The lack of an “industrialised” consumer market added to the problems of being 
on time. The employees had to spend a lot of time in searching for consumer 
goods on the market, and this affected their punctuality and presence in a nega-
tive way, particularly as the market was open only during work hours. 
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The low salaries and wages paid to the local employees and managers was an-
other, very important, reason for their greater, and more unpredictable absence. 
It made an urgent need for some kind of additional income or for an additional 
source of food an important element in the local work culture. Very often, man-
agers and employees had a small homestead in addition to their ordinary work in 
the factory. It was seen that this homestead was of greater importance to the lo-
cal employees and manager’s life standard than ordinary wages and salaries re-
ceived for work on the enterprises. This made priorities self-evident: if some-
thing happened at the private homestead, managers and employees alike gave 
this highest priority. Another common way of adding to the ordinary income 
from enterprise employment was to have a private business, or to “trade” with 
surplus from the homestead – or with whatever goods one could get one’s hands 
on. This was often done during work hours, with negative consequences for 
punctuality and presence. 
The great importance of the family and of relatives was a common theme in all 
cases. It was remarked that the loyalty to the family overshadowed almost 
everything. This, it was argued, was to be a major reason for the greater and 
more unpredictable absence from work. The great importance of the family and 
the kinship relations was manifested in various social events. It was, for 
instance, obligatory for the local employees and managers to participate in the 
funeral of a relative. It was also remarked that the concept of what constituted 
close relatives was different in the developing countries than in Sweden. “They 
have brothers and sisters everywhere” (TPCC). This made the funerals of close 
relatives more frequent than in Sweden, where the nuclear family is the core 
family unit. The funerals were also more enduring social events than in Sweden. 
This resulted in a higher, socially motivated absence than in Sweden. Another 
consequence of the great importance of the family remarked upon was that if so-
mething happened in the family, the employees were to drop whatever they were 
doing, to go home to take care of the family matters. This was considered to 
make absence rather unpredictable. In particular, it was experienced that it was a 
problem that even key persons in the factories could leave to go home to attend 
to family matters, disregarding the consequences for the operations at work. 
This could result in unanticipated stops in production. “If they are employees 
with a key-position, nothing happens until they return. It happened that people 
just went home. Someone back home was ill or they had some other reason for 
leaving. And nobody cared about his or her tasks. And everything just broke 
down” (TPCC). 
The frequent maladies and the generally low standard of the health service were 
also remarked upon. This made it quite self-evident that the absence from work 
was both higher and more unpredictable than in Sweden. 
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The tradition of campaigns added to the uncertainty in the Vinh Phu case 
A certain tradition of campaigns was part of the work culture in Vietnam. “They 
prefer to work in campaigns, when all resources are mobilised. This is typical 
Vietnamese. Later, when the campaign is over and they have made it, they or-
ganise a gigantic party, when everyone is happy.” This campaign tradition was 
seen to add to the uncertainty of planning in the Vinh Phu case. In particular, it 
was mentioned that it made the supply of timber and other raw materials uncer-
tain and irregular. It also had consequences for the efficiency of factory opera-
tions. “Our Swedish way is to proceed in a steady pace all the time. This gives 
both tons and quality.” 
The lack of local suppliers and service firms was a constant threat to the effi-
ciency of operations 
An uncertainty-creating contingency often remarked upon in the cases was the 
lack of local suppliers and service firms, and the long delivery times this re-
sulted in. It was not possible to just “pick up the receiver” and receive spare-
parts or help from service firms if something broke down. It was often a matter 
of several months’ delivery times, and entire plants may stand idle for a long 
time simply because of the lack of a small gadget. This was a constant threat to 
the efficiency of operations. 
The pilfering of company property was commented on in this context in two 
ways: (a) the need for an additional income, together with the scarcity of all 
kinds of commodities on the market, made such a work-force behaviour quite 
understandable, and (b) pilfering had graver consequences than in Sweden, due 
to the long delivery times. In this way it added to the general uncertainty of 
planning in the cases under study. 
The dependency on central authorities added to the uncertainty 
A common theme in all cases was the great dependency on central authorities 
and decisions made by these. This dependency added to the general uncertainty 
of all enterprise planning because enterprise management received figures from 
the authorities to be used in the planning of operations at enterprise level, and 
the experience was that these figures received from above were filled with un-
certainty and generally unreliable.  
One reason for the uncertainty of figures received from central authorities was 
that these authorities were in the same situation as the enterprise management: 
lacking reliable data for planning, they simply had to guess. But it was also the 
case that the central authorities lacked the proper feeling for valid planning, and 
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that figures received from the authorities were based more upon wishes rather 
than upon valid expectations. “They had a tendency to be overly optimistic.” 22 
Another reason was that the management of the single factory did not have full 
insight into all the plans made at the central authority level. The allocation of 
scarce resources was a central authority responsibility, and the general lack of 
everything made priorities at a societal level an important element of the busi-
ness game. The general lack of foreign exchange, combined with the demand for 
such exchange in all sectors in the economy was mentioned in particular as a 
reason for priorities in allocation of resources, which could be negative for the 
efficiency of the single enterprises. The enterprises could not be certain that they 
were allocated the currency needed for their necessary imports. “This was not 
controlled by the factory, but from a societal perspective. It could be found more 
important to buy oil instead of spare-parts. So the factory management was, so 
to speak, a management with restrictions. They were dependent upon the Minis-
try of the Industry and the Bank of Tanzania” (TPCC). One of the interviewees 
who had been working in Nicaragua stated that it was, in fact, “the normal situa-
tion that one misses things”. The lack of foreign currency could, for instance, 
result in a lack of such necessary items in a mining business as explosives.  
In the Vinh Phu case, it was discovered that the central authorities had decided 
to export the timber as such, rather than to deliver it to the factory. This would 
generate export incomes and foreign currency, and this was thought to have 
higher priority than a rational production of paper. “We had the feeling they 
chose to export goods to acquire hard currency. We could see rafts (of timber) 
passing by on the river – something they never admitted. ‘They’re not our rafts!’ 
they said. But we were pretty sure they sold the timber for export. The market 
price (for timber) was quite high.”23 In Guinea-Bissau, the uncertainty about the 
supply of diesel was remarked upon in particular. Apart from the need for fuel 
for the vehicles, all electricity was produced with diesel. It was mentioned that 
the entire operations had to stop for two months on one occasion since there was 
no diesel available. 
                                                 

22It was remarked that the uncertainty of the figures from the central authorities 
could be experienced differently by the Scandinavian managers and the local man-
agers. A manager who had been working in Guinea Bissau argued that the un-
certainty of the figures received from the authorities ought to be considered as yet 
another factor adding to the general uncertainty of prognoses and plans. But the 
Guinean managers appeared not to see it in that way. They did not question figures 
received from the superior authorities, no matter if the figures were evidently 
wrong. This was considered to be related to the attitude to authorities in general in 
Guinea Bissau. 
23Another reason for the uncertainty of the supply of wood as raw material was sug-
gested to be that there was a fundamental conflict between the needs of the local 
population and the needs of the industry. The farmers wanted land and firewood. 



 143

The authorities could also make sudden decisions of great importance for the 
single enterprise, without informing the management of the enterprise in ad-
vance. It occurred in the Vinh Phu case that the central authorities cut the con-
sumption figures in the plans in half just by ignorance: “they don’t understand 
better”, and “sometimes one wondered if the gentlemen in Hanoi knew how big 
the factory really was, and the size of resources it required – continuously!” In 
the Inmine case, it was remarked “over a weekend the whole economic system 
may be restructured, the exchange rates changed etc.” In the TPCC case, it was 
remarked that the central authorities could suddenly make decisions that were 
irrational from a factory perspective, and which could result in no cement being 
produced. 
The weather was a constant source of uncertainty 
The climate was a constant source of uncertainty in all cases. Earthquakes and 
hurricanes had devastating consequences for the Nicaraguan economy when 
they occurred, and heavy rains and other unforeseen and drastic changes in 
weather conditions could make activities virtually impossible also in the other 
developing countries in the study.  
In particular, drastic changes in weather conditions could make transport impos-
sible for long periods. Bridges were washed away by heavy deluges, or railroads 
and roads were blocked for other, weather-related reasons. 

Comments: 
The remarks about the greater uncertainty as a reason to question the feasi-
bility of a reliance on forecasting and planning make evident that the ration-
ality of a planning approach rests upon a predictability assumption, i.e., that 
the future can be foreseen with reasonable certainty to make prognoses valid 
as a basis for the allocation of resources. If the predictability of the future is 
low, all planning tends to be a game with figures. This is particularly the case 
when planning is made in detail.The remarks also make evident that there are 
several conditions that make such a predictability assumption valid in Swe-
den – but questionable in developing countries:  
For one thing, if peace and political stability is not at hand, everything is un-
certain. Hence, a peace and political stability assumption may be regarded 
as an implicit assumption behind Swedish planning practices as well as be-
hind Swedish management knowledge in general.  
The remarks about the inefficiency and unreliability of the infrastructure im-
ply that Swedish planning practice rests upon an industrialised infrastruc-
ture assumption i.e., upon the assumption that there is an infrastructure that 
is designed and managed to match industry’s needs for efficiency and stabil-
ity. Important elements of this industrialised infrastructure are the industrial-
ised transport apparatus, the industrialised supply of electricity, and the in-
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dustrialised telecommunication system – which points to the importance an 
industrialised public transport system assumption, an industrialised electric-
ity system assumption, and an industrialised telecommunication system as-
sumption.  
The remarks about the lack of reliable and relevant information for planning 
points to the importance of an industrialised body of data and information for 
planning and management purposes – represented by the industrialised in-
formation assumption.  
Remarks about the feeling for punctuality and presence of the work force im-
ply that an industrialised work-ethos is important to the predictability as-
sumption – and by extension to modern management as a whole. An internal-
ised obligation to be on time and to be present during work hours is elements 
of such an industrialised work-ethos. By extension, it points to an image of 
time as clock-time, since a demand for punctuality require the precision of 
clock-time to be meaningful. It was also evident that the adequacy of pay-
ments received from ordinary work is of important importance for the devel-
opment of an industrialised work-ethos. This points to an industrialised work-
ethos assumption and an adequate payment assumption behind modern 
management practices. 
The remarks about the lack of feeling for punctuality and for presence during 
work hours also imply that an industrialised time perception is important to 
planning and management practices pursued in Sweden. The remarks about 
the campaign tradition in Vietnam may be regarded as another indication on 
the importance of an industrialised time perception as a basis for modern 
management knowledge. This points to the importance of an industrialised 
time perception assumption. 
The remarks about the lack of local suppliers and service firms points to the 
importance of a supportive business environment assumption as a certainty 
generating condition in an “old” industrialised society like Sweden. If some-
thing breaks down or is otherwise needed, enterprise management may count 
on almost instant assistance.  
The remarks about the dependency on the central authorities, and how this 
dependency added to the general uncertainty of planning made evident an 
implicit assumption behind the rationality of the planning approach: that the 
enterprise operates in a market economy context. It is the working of these 
market forces that must be foreseen and adapted to. Decisions made at a cen-
tral authority level are quite “peripheral” to the business game. This points 
to an implicit assumption about the economic role of the state: the non-
interventionist state assumption. This is an assumption that is basic to a lib-
eral market economy. In such an economy, there is a great reliance on the ef-
ficiency of competition as a mechanism for the allocation of economic re-
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sources and for economic growth. The central authorities are not expected to 
interfere with the business activities of the market. Their economic role is 
rather to guarantee the smooth operations of the business activities by setting 
the rules and making sure the actors in the business arena stick to these rules. 
The central authorities are also expected to make sure that rules of the busi-
ness game are stable in order to reduce the risk that investors take – invest-
ments are seen as crucial to the efficiency of the economy as a whole.  
This makes the relations of enterprises with the central authorities of minor 
managerial importance. It is also a contingency rendering stability and cer-
tainty: market forces stabilise the business game, and make it predictable, 
and it is the state’s role to guarantee stability of the rules of the business 
game. 
The remarks about the weather conditions as a constant source of uncertainty 
make an implicit assumption behind modern management planning practices 
explicit: the negligible climate assumption. This is an assumption that is 
quite valid in Sweden and other Western, industrialised societies. Partly be-
cause weather conditions are relatively moderate and predictable in northern 
Europe and North America – at least in comparison with the situation in 
tropical countries. Partly because it is an element of the industrialisation 
process to make weather conditions negligible. It is, for instance, in-built that 
the infrastructure remains operative, independent of, and sheltered from the 
forces of the nature (the industrialised infrastructure assumption). In a de-
veloping country, this element of the “industrialisation” of the infrastructure 
has not been built into the infrastructure to the same extent – there has not 
been need for it. 

The local management staff lacked the “feeling” for planning 
A common remark in the various cases studied was that the Swedish mangers 
had difficulties gaining acceptance for the kind of planning routines and systems 
they tried to introduce. It was felt that the local managers lacked the proper 
“feeling” for planning. In particular, it was seen that the local management staff 
lacked the “feeling” for valid assessments in the plans and figures used in plan-
ning. 
The central planning legacy 
A major reason for the lack of feeling for planning put forward was a matter of 
the economic system: all the developing countries in the study had centrally 
planned economies – at least till the latter part of the 1980s, when structural ad-
justment plans were generally introduced. In a centrally planned economy, the 
role of an enterprise manager is quite different from that of a manager in a mar-
ket economy like Sweden. The single enterprise is part of a larger system, man-
aged “from above”. The role of the manager of the single enterprise resembles 
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that of a foreman. He or she is an implementer of decisions made above him or 
her, rather than a decision-maker. 
Also after the era of structural adjustment had commenced, the manager re-
mained in his/her role of implementer: the mental structure remained, even 
though the economic policies introduced changed conditions in a formal sense.  
The lack of management capability 
It was also considered to be a matter of a lack of industrial and management ca-
pability. The small industrial sectors in the host countries made the supply of 
management capability small – and in particular the supply of management ca-
pability needed in a large-scale industrial enterprise employing relatively sophis-
ticated technology.  
A brain drain added to the problem: people with any kind of professional train-
ing and experience left the countries in all the cases studied. A lack of positive 
prospects for the future it was argued was a main reason for this. This meant that 
trained personnel emigrated in search of a better life. People sent abroad to be 
trained often stayed abroad for the same reason after having completed their 
training.  
The time orientation was different 
A difference in time orientation was seen to contribute to the difference in atti-
tude to planning. In particular, it was suggested that people – including manag-
ers – lived very much in the present, dealing with things when and if they ar-
rived. The attitude to preventive maintenance illustrated this general time orien-
tation: instead of planning ahead, and taking precautions to make sure interrup-
tions do not occur, the local managers and employees were waiting till some-
thing actually broke down – then something was done. This resulted in unfore-
seen breakdowns and stops in production – and a general inefficiency in the 
management of existing, very scarce technological equipment. 

 
 
Comment: 
The remarks about the central planning legacy and its consequences for a 
feeling for planning is an indication of the importance of a non-
interventionist state assumption as a basis for the image of the business 
game underlying modern management knowledge.  
The remarks about time orientation point to the importance of an industrial-
ised time perception as a basis for the same knowledge. 
The lack of management capability remarked upon is one element amongst 
many in the lack of industry relevant capabilities and experience in the host 
countries, pointing to a capable employee assumption.  
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A seller’s market reduced the need for planning and forecasting 
A proposition derived from cross-cultural literature is that Swedish managers 
will experience that a seller’s market situation reduces the need for planning in a 
developing country. This proposition was also corroborated in the TPCC and 
Socotram cases. The customers were “standing in queue” for the cement in the 
TPCC case, and for the construction material in the Socotram case. It was con-
cluded that this meant that there was not much need for forecasts, because it 
could be presumed that everything manufactured was also sold.  
This reduced the necessity of planning as a means of making the operations ef-
fective. The viability of the enterprises managed did not hinge on their produc-
tion efficiency. It was more a matter of how effective relations with authorities 
were managed. 

Comment: 
In other words: there is a competitive business environment assumption be-
hind the importance paid to planning in modern management knowledge.  

It may be more important with lobbying, anyhow! 
The great dependency on the central authorities was yet another reason to ques-
tion the rationality of relying on the planning approach. A manager who had 
been working in the Vinh Phu case remarked “(S)ince you are very much gov-
erned by the environment, it isn’t particularly important to make prognoses – 
you cannot achieve them with your own means anyhow.” 
Since the central authorities had such great influence on the allocation of re-
sources, and since there were but a few, easily identified individuals represent-
ing the ”visible hand” of the authorities, it might be more rational to invest time 
and effort in creating and maintaining good relations with the central authorities, 
than to spend the time and energy in trying to forecast an uncertain future “at a 
distance”. 
Top managers spent a lot of time on managing authority relations 
It was also observed in all the cases studied that the top management of the en-
terprises spent a lot of time at meetings with different ministers and administra-
tive top personnel. The reason given was because “you must have knowledge 
about what is happening higher up in the hierarchy, as well as connections, to 
receive information. Connections are important. Connections make it all work” 
(Vinh Phu), and “(I)t is (also) very important with connections. It is a centralised 
economy. You must know the intentions of the political instances to be able to 
plan” (Inmine). 
It was remarked in the TPCC case that the problem was not to find out about 
what the market demanded; the problem was rather to find out how much money 
the government was prepared to spend on the development of the country. The 
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best way of obtaining such knowledge was to negotiate directly with the authori-
ties. The GM also spent a great deal of time at meetings with the authorities, try-
ing to influence these to make decisions that were advantageous to the factory.  

Comment: 
Modern management knowledge is based upon a non-interventionist state as-
sumption. Relations with central authorities are not very important, since 
these authorities do not intervene with the business game in progress in the 
market arena 

On the applicability of the perfect rationality ideal 

The perfect rationality ideal is a cornerstone in modern management knowledge. 
All managerial decision-making is expected to be guided by a quest for rational-
ity in compliance with the perfect rationality model i.e., (i) the goals are clari-
fied, (ii) information is gathered about different options and their outcomes, and 
(iii) the best option is chosen, given the goals clarified. 
By extension, it is expected that the perfect rationality ideal is central to Swedish 
managers’ attempts to introduce and apply their professional capability in devel-
oping countries – including both more explicit models for decision-making and 
the more general “feeling” for the virtue of systematic decision-making.  
Several reasons to question the applicability of Swedish decision-making prac-
tices were mentioned in the cases studied: (i) Swedish decision-making practices 
were not accepted due to differences in the image of the managerial role, (ii) 
Gigo’s law24 was made very evident by the quality of information, (iii) low sala-
ries made an urgent need for an additional income a constant threat to steward-
ship loyalty, and (iv) the great importance of the family implied a split loyalty 
problem. 

The image of the managerial role was different 
It was commented that there was a resistance to the type of managerial decision-
making practices the Swedish managers attempted to introduce – both from the 
local administration and from the local managers. 
Independent managerial decision-making was viewed with suspicion 
A major reason for this was considered to be the economic policies pursued. All 
countries in the study had a history of central planning, and both the managerial 
role and the business game as such are quite different in a centrally planned sys-
tem, compared to a market economy like Sweden. The implicit image of the 
manager as an important and independent decision-maker does not suit the situa-
tion in a centrally planned system. The single enterprise is not an autonomous 
                                                 

24 The law of “garbage in – garbage out.” 
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player in a business game in such a system. It is rather a component in a larger 
scheme for production and distribution managed from above. The role of the 
manger of an enterprise is that of an implementer of directives from above, 
rather than an independent decision-maker making important business decisions. 
The difference in the role of the manager was also a common remark in the 
cases. Decision-making was highly centralised. The central planning authorities 
decided upon many issues that would be regarded as managerial responsibilities 
in Sweden. This included decisions about pricing, investments, choice of cus-
tomers, wages and salaries – and much more. The managerial decision-making 
practices advocated by the Swedish managers might not be suitable in this situa-
tion, since these practices are implicitly based upon an image of the manager as 
an independent decision-maker. 
This basic reason to question the applicability of Swedish managerial decision-
making practices was made particular evident in the Vinh Phu case. It was re-
marked that there was a general resistance to the management practices intro-
duced. The practices advocated by the Scanmanagement team were even con-
sidered subversive by the local managers and administrators – and in particular 
so in the beginning of the transfer of management knowledge programme, be-
fore the Doi Moi policies were launched. After the launching of new economic 
policies, there were signs that the Swedish management practices were more 
“digestible” to the political leadership in Vietnam. Seminars were arranged with 
managers from other Vietnamese enterprises, and with personnel from the state 
bureaucracy. It was not, however, a matter of instant acceptance of the practices. 
The old system stuck in the minds of the political leadership as well as the local 
managers.  
The slowness of the process of transition, and the stickiness of the old image of 
the management role were also made evident in the KM 14 project. Attempts 
were made to make the enterprise more market oriented, but all these attempts 
were made in vain. Enterprise management was apparently reluctant to accept 
responsibility for the viability of the enterprise and its profitability. It preferred 
to wait for directives from above. 
There was a general anxiety over decision-making 
Another common theme of relevance for the acceptability of Swedish decision-
making practices in all the cases studied, was the anxiety over decision-making. 
It was remarked in all cases that managers at all levels appeared to prefer to 
“delegate issues upwards” rather than to take the decisions themselves. This 
made all decision-making heavily centralised.  
Different reasons were suggested for this observed anxiety over decision-
making:  
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(i) The central planning legacy was mentioned as a basic reason. It was sug-
gested that the local managers had internalised an image of management based 
upon the implementation of directives from above, and this image of manage-
ment had a strong grip on their image of proper management also when the sys-
tem was changed in a formal sense.  
(ii) An element of risk was suggested to be involved, primarily because the con-
sequences of an erroneous decision could be fatal due to the general scarcity of 
everything. Hence, managers at all levels in the enterprises were reluctant to 
stick their chins out by taking a decision on their own. It was better to play it 
safe and to let some superior take the risk of taking the decision – not least since 
risk-taking and entrepreneurship were not rewarded.  
(iii) In Laos, the reluctance of managers to “stick their chins out” was further 
emphasised by the civil war background, and the events that followed after the 
present government eventually seized power. Many “intellectuals” who had 
served under the former government were sent to so-called “correction camps”. 
This included managers with professional capabilities and experience, and this 
had made these managers quite cautions at work. They did not want to risk their 
necks and positions by taking decisions on their own, nor did they want to risk 
more “correction”. They rather preferred to be given directives from above.  
(iv) The low salaries paid to managers were referred to as another fundamental 
reason for the anxiety over decision-making: the need for an additional income 
that followed made it questionable that managers could afford to spend too 
much time and energy on systematic decision-making. It might be more rational 
from a manager’s private perspective to focus on his/her private affairs, and to 
forward issues to superiors to decide upon.  

 
Comment: 
The image of the enterprise managed underlying modern management knowl-
edge is that of an autonomous enterprise – an autonomous enterprise as-
sumption. This image is made valid if the central authorities pursue a non-
interventionist state policy – as they do in the Western, industrialised societies 
including Sweden. But it is an image that is questioned when the non-
interventionist state assumption is questioned. 
The remarks about the low managerial salaries as a reason for the anxiety 
over decision-making that was experienced in the cases studied is one indica-
tion amongst many of the importance of a deeply-rooted adequate payment 
assumption underlying modern management knowledge 
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The cost of capital was not so important to managerial decision-
making 

The central planning policies were of importance for the applicability or other-
wise of Swedish decision-making practices for yet another reason. It was re-
marked that the cost of capital did not have the same importance in decision-
making as in Sweden. The allocation of capital was made according to social or 
political criteria – not according to the economic efficiency measured by the cost 
of capital. Capital budgeting models and other models for decision-making that 
rest upon a cost of capital consideration were – in this situation – anomalies. 
They did not match the conditions for managerial decision-making, hence they 
were not readily accepted. 

Comment: 
The cost of capital is important to the rationality concept underlying modern 
management knowledge – and to the logic of capitalism in a wider sense. But 
it is a rationalism that is questioned if the central authorities do not pursue a 
non-interventionist state policy – according to the non-interventionist state 
assumption - but make decisions about capital allocation on other grounds 
than the cost of capital 
The cost of capital is closely related to the image of time in the rationality 
concept conveyed in modern management knowledge. Time is turned into 
money through discounting at a discount rate reflecting the cost of capital. 
The time-is-money assumption is a core element of the industrialised image 
of time underlying modern management knowledge.  

Gigo’s law was made evident by the quality of information 
A proposition derived from the cross-cultural management review was that 
Swedish managers will experience decision-making being made in a less sys-
tematic and rational way in developing countries. This proposition was corrobo-
rated by the experience of the interviewees in the cases studied. 
A lack of relevant and reliable information forced a manager to rely on intuition 
and “gut feeling” 
It was suggested that this was quite an understandable difference, given the con-
ditions for managerial decision-making in developing countries. A reliance on 
the perfect rationality model as a basis for decision-making practices was simply 
not feasible. 
A fundamental reason mentioned was the much higher unreliability of all deci-
sion-making information. The general lack of relevant and reliable information 
forced managers to rely more on intuition and “gut feeling” in the cases studied 
than a manager in Sweden normally would. A manager who had been working 
in the Socotram case stated that a manager simply had to make decisions, no 
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matter how uncertain the figures he or she had to go on were. A manager who 
had been working in Tanzania remarked “(I) think there are more emotions in 
their decision-making. They lack knowledge and experience-data. And one 
knows that the prognoses are defective. So I think one is relying very much on 
emotions”.  

Comment: 
The feasibility of a reliance on decision-making practices modelled on the 
perfect rationality model hinges upon the quality of data that can be proc-
essed through the model. The great emphasis placed on rationality as a basis 
for managerial decision-making in modern management knowledge is based 
upon the assumption that there is a body of relevant and reliable data and in-
formation available for managerial decision-making, i.e., there is an indus-
trialised information assumption underlying modern management knowl-
edge. 

The low salaries were a constant threat to stewardship loyalty  
It was remarked in the cases studied that the local mangers sometimes took deci-
sions that were not necessarily in the interests of the owners/principals of the 
organisation. The managers did not always act as loyal stewards, making a clear 
difference between their private affairs and those of the enterprise they man-
aged.  
One reason for this was suggested to be the low salaries paid. A common theme 
in all cases was that the managers were paid so low salaries that they could 
hardly live on them – not to mention providing for the family. This made the 
urgent need for an additional income and/or an additional source of food a con-
stant threat to stewardship loyalty, because: 
(i) The urgent need for an additional income made the temptation great to use 
the discretion delegated to a manager for his/her private interests. It was, for in-
stance, remarked that people used company cars to transport chickens to the 
market, that company buses were used in a private bussing business in the case 
of the TPCC, and enterprise property was used in construction work outside en-
terprise activities. 
(ii) The urgent need for an additional income was also considered to have impor-
tant consequences for the quality of managerial decision-making, because it 
made it necessary to economise with managerial time and efforts. It might be 
rational for the single manager to invest as little time and effort as possible on 
managerial work – just enough not to be fired – and to focus most of his/her at-
tention on private business. 
(iii) A third consequence of the urgent need for an additional income remarked 
upon, was the risk of corrupt decisions. The need for an additional income was 
considered to make the temptation to demand and to accept bribes great. “Eve-
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ryone with a position tried to exploit this” (Socotram). The Swedish interview-
ees had difficulties in giving examples of evident bribing. As expatriates, they 
were protected from “normal” business transactions in the host countries where 
they had served. But it was remarked that the element of bribery was quite evi-
dent in the surrounding economy – and that the corruption factor was probably 
going to be an important element in managerial decision-making as soon as the 
Swedish managers were phased out, leaving the managerial responsibility in the 
hands of local management teams. 
(iv) The attitude to corruption in the surrounding societies was also different 
from the situation in Sweden due to the low wages and salaries paid to state em-
ployees. It was considered to be a matter of being valid: everyone recognises 
that a state employee must try to add to his/her income.  
(vi) Yet another reason to question the full endorsement of the rationality of 
stewardship as a basis for managerial decision-making was the great importance 
of the family, the relatives and – in the African cases – fellow tribesmen, be-
cause they implied a split loyalty, and loyalty to the enterprise and its princi-
pals/owners might come second to that of the family, fellow tribesmen etc.  
It was remarked “one helped one’s relatives and friends. With jobs, contracts 
etc” (Socotram), and “they consider the family relations and kinship relations 
when they make a decision: the decisions made must not be negative for their 
relatives. Because of tribalism and family affiliations there is always an abun-
dance of people in the enterprises. We tried to reduce it. But this was hard. Dur-
ing the last few years we succeeded in putting a stop to new employment. But I 
guess that if there is a vacancy, the family relations are many times most im-
portant” (Laos), and “a Tanzanian will employ someone from his own tribe in 
the first place. This is very important. The tribe could be more important than 
qualifications” (TPCC). 
In the Socotram case a recently appointed personal manager started employing 
his fellow tribesmen on a grand scale. “He started employing only his relatives. 
He increased the labour force by 50 to 60 men during a week. And his tribe, that 
lived in a completely different part of the country, just moved in and settled 
there. To get a job. But they did nothing. They were just employed.” 
The importance of the family and the relatives was considered quite self-evident, 
primarily because of the lack of social security. The only social security that an 
individual could hope for if something went wrong was support from relatives.  

Comment:  
Modern management knowledge is based upon the assumption that the man-
ger is a loyal steward, acting in the best interests of the owners/principals of 
the enterprise managed. This stewardship assumption is basic to the image of 
the manager, and to the rationality of managerial decision-making models 
conveyed in modern management knowledge. 
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But it is also an assumption that rests upon conditions that may prevail in 
Western, industrialised societies like Sweden, but not in developing countries. 
One such condition is that the manager is paid sufficiently to enable him/her 
to afford to be a loyal steward – an adequate payment assumption. Another 
is that the family unit has been industrialised – i.e., that it has evolved into a 
nuclear family. This may be labelled the industrialised family assumption. 
The industrialisation of the family unit is one important basis for the valid 
view of the “organisation man” assumption and – at the management level – 
the stewardship assumption. 

On the applicability of the democratic leadership ideal 

The democratic leadership ideal is central to modern management knowledge. A 
delegative/participative leadership approach is expected to make subordinates 
more motivated to do a good job than if they are told what to do and how. It is 
also part of the message that managerial decision-making rationality is promoted 
if subordinates are conferred with, because these are close to operations and are 
considered to possess specialised capability in their specialised work tasks.  
It was evident from all cases that the Swedish managers strongly endorsed the 
democratic leadership ideal, and regarded it to be a cornerstone of modern man-
agement. They also attempted to introduce a managerial behaviour based upon a 
delegative/participative management approach in the different cases studied.  
Problems applying this management approach were, however, legion in all 
cases. Two categories of problems were remarked upon in particular. (i) It was 
difficult to achieve an acceptance of the management approach advocated, since 
it was not in accordance with the local image of authority. (ii) It was observed 
that a lack of relevant capability and of loyalty to the organisation made the fea-
sibility of a delegative/participative leadership approach questionable. 

Differences in the image of authority made the acceptability of a dele-
gative/participative management style questionable 

A proposition derived from the cross-cultural management literature review was 
that Swedish managers would discover that the local managers in a developing 
country are reluctant to endorse the democratic leadership ideal. This proposi-
tion was corroborated by comments made in the cases studied. A common 
theme was that the local management style was quite different from that the 
Swedish mangers were used to – and which they attempted to introduce and ap-
ply in the cases where they had served. It was also remarked that the local man-
gers did not readily accept the type of delegative/participative management be-
haviour advocated by the Swedish managers/management consultants. 
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Decision-making was much more centralised, ... 
It was a common experience in all cases that decision-making was much more 
centralised than in Sweden. This annoyed the Swedish managers, who regarded 
this centralisation of decision-making as a source of inefficiency. “This is one of 
the major problems they have. Decisions are made at too high a level, and this 
delays the projects and the outcome may not be the correct one” (Inmine). 
..., and the local management style was quite autocratic and authoritarian 
Managerial decision-making was carried out in a more autocratic way in all the 
cases studied than in Sweden. “There wasn’t much of participation and confer-
ring with the subordinates. It was a matter of orders and directives” (Socotram). 
“One very big difference is also the degree of participation in the planning. They 
don’t confer with anyone. The difference between different categories of em-
ployees is large. Back here we have unions and laws about participation etc. 
They lack this entirely. Decision-making is much more centralised” (Laos). 
“They have a “dictator” approach. The personnel are just ordered to do things” 
(Inmine). 
The local managers were also seen to be quite authoritarian in their relations vis-
à-vis the subordinates. “It is not at all as in Sweden. In Sweden a manager is just 
pleased if he can delegate tasks. But that’s not the case in these countries. What 
they want is to show who is the Boss, not to delegate” (Inmine). “Over there, a 
chief is a chief. Without exception unquestionably omnipotent – just like God. If 
the chief says something – God help him who doesn’t obey!” (Socotram) 
Partly, it was a matter of economic system, ... 
Partly, the differences in managerial behaviour compared with what the Swedish 
managers were used to in Sweden were considered to be a matter of differences 
in economic policies. The central planning system employed in the host coun-
tries made a centralised decision-making inevitable. Managers were carrying out 
decisions made at a higher level.  
..., but it was also a matter of a different pattern of authority  
The more autocratic and authoritarian management style of the local managers 
was also observed to be a reflection of a different image of authority and author-
ity prerogatives. A general pattern in all cases was that authorities in general 
were more authoritarian than in Sweden. “But if you compare with the normal 
standard in the country, there is a very much more authoritarian organisation 
from the beginning” (TPCC). From Nicaragua, it was reported that the life style 
of all authorities was quite “macho”. This made managerial behaviour quite au-
thoritarian too. 
The difference in the image of managerial authority made it difficult to achieve 
an acceptance of the more democratic management style advocated by the 
Swedish managers. “The local managers consider the authoritarian style to be 
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the one and only way of managing” (Socotram). An interviewee also mentioned 
that he had overheard a conversation, when it was stated that Swedish managers 
were not fit to be mangers in Guinea-Bissau: they were not authoritarian 
enough. 
The “white collar syndrome” 
Another clue to the difference in the image of authorities was a certain “white 
collar syndrome”. Formal education and white collar work was held in high es-
teem – and there was a corresponding low esteem for manual work. It made 
white-collar employees hesitant to take part in practical work – something that 
fostered an authoritarian management style. “He who has received an education 
is sitting there in a white shirt and with long finger nails. He considers himself 
too ’fine’ to do anything” (Laos). “A manager down there didn’t ever touch 
something dirty or worked physically. He just walked around observing things. I 
have seen situations when it was required for somebody to act to prevent an ac-
cident – a log rotating in a crane – and a manager just stood there looking at it 
and waiting for someone to come and do something – without even thinking of 
intervening himself” (Socotram). 
There was a corresponding subordinate style 
The local subordinates were believed to expect and accept an autocratic and au-
thoritarian management style. “Managers are endowed with very much power as 
soon as they are promoted, and everyone is aware of this and doesn’t expect 
much counselling and participation at work” (Inmine). “ He is not just expected 
to be more authoritarian – he is as soon as he has been appointed: he has such a 
position that he is much more authoritarian. – I don’t think they have many ex-
pectations when they come to their job. They just know that the manager has 
this position and subsequently he has the authority”(Laos). 
Several of the interviewees who had been working in Vietnam stated that the 
manager was not expected to confer much with his subordinates or to delegate 
tasks and responsibility to them. Rather, the manager was considered to be a 
“chief”: he was expected to take decisions on his own. 
It was also remarked that the local subordinates were not inclined to discuss and 
question directives from their superiors. Rather, the subordinate style was char-
acterised as servile and obedient. “A decentralised management as in Sweden – 
where a subordinate manager dares to take a decision which is in conflict with 
what a superior manager says if he considers it to be right, and to question a su-
perior’s decision, and discuss the technical issues with him – just does not exist. 
This takes a long time to transfer and I think SIDA is too much in a hurry in this 
respect. They think that the transfer of knowledge is much faster” (Laos). 
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”They expect you to know everything” 
Part of the picture was the lack of capability and experience of the subordinates. 
The manager was considered to be an expert by his subordinates to a higher ex-
tent than in Sweden. “They expect you to know everything and they want a clear 
answer when they ask about something. In Sweden we discuss a lot – develop-
ment has led to this. I think it gives a good impression if you can give them a 
straight answer when they ask something. That’s my experience” (Inmine), and 
“I think he is expected to say how things are to be to a greater extent. He is ex-
pected to state what is going to happen and why. The men on the floor expect 
the boss to be able to tell them what is to be done” (TPCC). 
The anxiety of decision-making 
Another part of the picture was a general anxiety of decision-making. A com-
mon theme in all cases was that sub-managers and employees were seen to pre-
fer to let their superiors decide, instead of taking the decision themselves – even 
if it was within their responsibility to do so. 
The employee was more dependent than in Sweden 
A common remark in the cases studied was that the management’s responsibility 
for the welfare of the employees was more embracing than in Sweden. An inter-
viewee who had worked in Vietnam stated “(I)n Sweden it is almost a right that 
the enterprise shall not interfere in the privacy of the employees. But that’s not 
the way it is in Vietnam. The managerial role includes the expectation that he 
shall take care of the employees to a great extent; making sure they are as well 
off as possible – in every respect. He has to acquire food and almost every-
thing.”  
Partly the greater responsibility for the employees’ welfare was motivated by 
statutory reasons, and by the fact that enterprises were elements in the distribu-
tion system in the host countries: employees were provided with subsidised food 
allowances and various other consumer goods through the enterprises where 
they worked. There did exist markets outside the enterprises where they could 
purchase food and consumer goods, but the supply was generally uncertain, and 
prices much higher on these markets. 
Partly, the responsibility was made necessary for reasons of efficiency: no one 
can be expected to do a good job on an empty stomach. Hence, it was an impor-
tant managerial task and responsibility to make sure the employees were pro-
vided with food and with essential commodities they needed for survival. 
The greater dependency on the management that followed made relations be-
tween management and employees different than in Sweden. It endowed man-
agement with much more authority than in Sweden, where managerial responsi-
bility halts at the enterprise gates, and where there exists an “industrialised” 
market for consumer commodities outside the enterprise. 



 158

The role of the top manager was paternalistic 
The wider responsibility for the welfare of the employees, and the wider span of 
activities managed, made the role of the top manager paternalistic, resembling 
that of the head or owner of a “factory village”. This resemblance was made par-
ticular evident in a large-scale enterprise like the Vinh Phu factory. The enter-
prise manager was not just the manager of a factory: he was the mayor of a 
whole community. It was remarked that “management embraced much more 
than in Sweden, where you have a professional responsibility for a professional 
activity. A better comparison is to compare the work of the Vietnamese manager 
with that of the old head or owner of a factory village, than with that of a man-
ager of a medium-sized Swedish company.” 
Part of this resemblance was also derived from the manager having a much 
higher status and authority in the “private sphere” of the employees’ lives. He 
was also more involved in the employees’ social life than a manager is in Swe-
den. In the Vinh Phu case it is reported that the manager was involved in the 
subordinates’ “weddings, funerals, social problems and all other social events.” 
In the TPCC case it is reported that a manager must be much more socially in-
volved. “You must hand over prizes in the club’s sport contests and you must be 
present at inaugurations. They like such breaks in their daily lives. So you must 
be present on such occasions much more. The arrangement is given greater 
weight if you are present.” 
This is also an indication on the greater authority a manager is endowed with in 
developing countries, compared with in Sweden – and an indication on differ-
ences in the image of managerial authority. 

Comment: 
The difficulty of achieving an acceptance of the democratic management ap-
proach, with its emphasis on participation and delegation is partly a matter of 
differences in the image of the management role. The manager role in a West-
ern, democratic society like Sweden is part of a more general pattern of au-
thority. The democratic idea has a very strong grip on the image of authori-
ties in those societies. This may be labelled the democratic authority pattern 
assumption. 
The emphasis on the democratic leadership approach as the “best” means of 
leadership is based upon the assumption that the democratic idea is espoused 
by both managers and employees in an organisation. This is an idea that is 
internalised in the socialisation process in old democracies like Sweden as 
something self-evident. It is an image of authority – including managerial au-
thority – that is made legitimate through the democratic tradition. But it is not 
something self-evident in other societies with other political-administrative 
legacies. The central planning policies pursued in the host countries in the 
study may be regarded as expressions of a different political-administrative 
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thinking – with consequences also for the image of the manger. The manage-
rial role is part of a more authoritarian authority pattern.  
The feasibility of a delegative/participative management approach was also 
questioned in the cases studied, implying different assumptions underlying 
this approach. One such assumption is the capable employee assumption: the 
employees are assumed to possess the necessary capabilities to manage tasks 
delegated to them. 
Another assumption is the autonomous employee assumption. The employee 
is assumed to be able to manage his or her own business after work. This is 
also an assumption that may be valid in a thoroughly industrialised society 
like Sweden, where industrial employees are paid adequately (the adequate 
payment assumption), the economy is monetarised (a monetarised economy 
assumption), there is an industrialised consumer market (an industrialised 
consumer market assumption), and living conditions in general are designed 
to match industry’s demands for full-time, hard working employees (an indus-
trialised living conditions assumption). In a society where the industrialisa-
tion of the environment has not gone so far, the employee’s dependency on 
management is greater, and this is the basis for another image of the man-
ager – and a corresponding subordinate role.  
It is also part of the picture that the greater responsibility for the welfare of 
the employees has consequences for the image of the enterprise. In a thor-
oughly industrialised society like Sweden, the enterprise is seen as a special-
ised production unit with very limited social responsibility for the employees. 
In a non-industrialised society, this specialised production unit assumption 
is questioned. The enterprise is forced to embrace more – not least for rea-
sons of efficiency. Such a more embracing managerial responsibility runs 
counter to the development of a democratic leadership ideal, since it makes 
the power distance between a manager and his subordinates more expressed.  

A lack of capabilities relevant to industry made a directive manage-
ment style inevitable 

A proposition derived from the cross-cultural management review was that 
Swedish managers will experience that a lack of capability with the subordinates 
means that a delegative/participative management style will not “work or fit” in 
a developing country. This proposition was also corroborated in the cases stud-
ied. The lack of adequate capabilities was a common theme, and this made a 
more directive and controlling management style necessary. 
It was not so much a matter of basic education 
In general terms, the problem was not so much a matter of the standard of basic 
education, because it had been a common state policy in all host countries in the 
study to improve the standard of basic education of the “masses” after independ-



 160

ence. Investments had been made in the school system, and massive literacy 
campaigns had been launched. As a result, the Swedish managers did not con-
sider the standard of basic education to be a major problem.  
Part of the picture was that illiteracy was not considered a major problem as 
long as (a) it was restricted to common workers doing non-qualified work tasks, 
and (b) there were fellow workers who were literate (TPCC).  
It was rather a matter of lacking a technical tradition and industrial experience  
The problem was rather a lack of capabilities and experience relevant to indus-
try. For one thing, it was remarked that a general lack of technical tradition in 
the host countries was a fundamental capability problem. In an industrialised 
society like Sweden, people grow up in an environment filled with technical 
gadgets of all kinds. This leaves traces in their experience and capabilities: they 
know how technical gadgets work, and also what causes them to malfunction. 
This is a capability that is of relevance also for the efficiency of industrial pro-
duction – and for modern technology in general. 
For another thing, it was a matter of more direct industrial experience. The in-
dustrial sector was quite small in all host countries, which means that there had 
been small opportunities for the employees to acquire experience from industrial 
production. It was remarked that the employees in the Vinh Phu enterprise came 
straight from the rice fields or from military service. This meant that even the 
most elementary functions and activities in the enterprises were new and un-
known to the employees.  
The general lack of industrial experience of subordinates was observed to make 
a directive and controlling management style more-or-less inevitable. Because a 
manager cannot do as in Sweden and leave the details for subordinates to deal 
with. “If one does, nothing happens. You must give directives all the time” 
(Laos). The directives from the management had to be very precise concerning 
what and when everything should be done.  
The manager also had to supervise every level of the operations. This made a 
directive/authoritarian managerial style more-or-less inevitable – at least for the 
moment. “I think one ought to behave more authoritarian too. It is a matter of 
time, because it takes a lot of education to make the delegation of responsibility 
possible” (Laos). 
The capability problem can be expected to be particularly grave in cases where 
modern technology is introduced for the first time, because this means that there 
has not been time to acquire much experience from operations. But also when 
the enterprise managed had a decade of operations behind it, as in the TPCC 
case, it was reported that a manager had to “go into a more detailed level since 
your subordinates normally have lower skills than is the case in Scandinavia.” 
(TPCC) 
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... and a lack of professional employees 
A separate capability problem mentioned was the lack of professionally trained 
workers such as welders, plumbers, electricians, technicians etc. This was a bot-
tleneck resource in all cases. 
In the Vinh Phu case, the location of the enterprise added to the problem. The 
few professional workers in the country were not very keen on moving to the 
Vinh Phu area because the factory was located in the “middle of nowhere”, and 
people hesitated to leave the more “civilised” and densely populated areas. The 
great importance of the extended family added to the migration problem: people 
did not want to leave their relatives behind and move to the Vinh Phu area. 
The problem of a lack of professional workers makes training programmes an 
inevitable part of the transfer of technology projects. The Vinh Phu enterprise 
was referred to as a giant vocational school: the biggest in South East Asia. Yet, 
the lack of professional employees remained a major problem during the entire 
period the Swedish managers served there. 
A common strategy to increase the supply of trained workers in developing 
countries is to send people abroad for vocational training. A problem remarked 
upon in this context in the Vinh Phu case was that people sent to the former So-
viet Union and East European states had not received a training that was ade-
quate for the technology employed in the enterprise. Soviet technology was dif-
ferent and less sophisticated. This made experience acquired in Soviet financed 
technology transfer projects inadequate. It was also remarked that the training 
received in the Soviet Union contained too much training in political ideology 
and too little in professional knowledge.  
The capability problem was exceptionally large in Guinea Bissau 
The capability problem was particularly grave in Guinea-Bissau, primarily be-
cause of the Portuguese legacy, since the educational system designed and ad-
ministered by the Portuguese colonial power had not been intended for the great 
majority of the population: it was designed to provide the small European popu-
lation plus a few “assimilados” with basic education.  
After liberation, the Guinean government had attempted to improve the situa-
tion, but this attempt had not been a success, largely due to a lack of resources, 
but also due to an extremely high drop-out rate from school – even in an African 
perspective. As a result, 90 % of the population was still illiterate. This made the 
lack of basic education a managerial problem – and a problem that prevented a 
Swedish management style from being effective in Guinea Bissau. Three major 
consequences of illiteracy were commented upon as problematic:  
(i) It made management through written instructions and reports unfeasible, be-
cause people were simply not capable of reading the instructions and writing the 
reports. “It is a problem when you try to introduce a process industry. This im-
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plies some kind of system for giving written orders about what is to be pro-
duced. They must at least be able to read to know what to do, and to be able to 
keep a record.”  
(ii) It made a “management by manuals” impossible. Such a “management by 
manuals” is crucial as soon as modern technology is introduced. “They must 
also be able to read manuals when they are to work with more sophisticated 
equipment.”  
It made it difficult to train the local personnel. Because it made it impossible to 
use books in the training. The alternative was to employ a “hands on” training, 
but this was considered much more inefficient and time-consuming. It was also 
considered to be feasible only to a certain extent: for more advanced training, it 
was not an adequate training method. Such training has to be based upon the 
written word. 
Apart from the lack of basic education of the great majority, it was remarked 
that the lack of professional workers was a particularly grave problem in Guinea 
Bissau. The lack of all kinds of such workers was almost total. It had also 
proven to be difficult to do anything about the problem. There were no institu-
tions for vocational training in the country, and any strategy to send people 
abroad to be trained was curbed by the fact that most employees did not speak a 
foreign language. “They often had to learn a new language. And this takes a 
bloody long time in itself.” 
The Brain Drain problem 
A brain drain was reported to add to the capability problem in several of the 
cases studied. The small pool of professional workers and of people with any 
kind of capability relevant to industry was constantly drained through emigra-
tion.  
In Nicaragua, the mining company used to be managed by expatriates from 
North America. These expatriates left the country when the enterprises were na-
tionalised. It was also part of the picture that Nicaraguans with any kind of pro-
fessional training and experience left the country after the revolution in 1979, 
and that this brain drain proceeded during the 1980s. People fled the war and the 
bad living conditions. To people with any kind of professional capability, the 
future was brighter anywhere other than in Nicaragua. This made the lack of ca-
pability a major development problem in the Nicaraguan economy.  
In Laos, a substantial brain drain followed the revolution in the middle of the 
1970s. This drained the economy of almost all qualified personnel there were 
prior to the revolution. 
In Guinea Bissau, the brain drain had occurred in two stages. During the colo-
nial administration, the important positions in the administration – and in the 
very few enterprises in the industrial sector – were held by Portuguese or Cap 
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Verdians. After the liberation, the Portuguese left the country, and after a coup 
d’état a great portion of Cap Verdians also left the country. This meant that the 
lack of administrative and managerial capability was a major administrative and 
development problem. 
Privatisation is suggested to lead to a brain drain in the public sector 
A separate brain drain commented upon, was that professional workers – and 
management personnel – preferred to work in the private sector. Wages and 
salaries were better in that sector of the industry. This “domestic brain drain” 
problem was also seen to be even bigger for the public sector in the future, since 
it was part of the new policies launched to increase the private sector. This in-
crease had just commenced at the end of the period covered by the cases studied.  

Comment: 
The delegative/participative management approach is based upon a capable 
employee assumption. Part of this capability comes from the technical-
industrial tradition (an industrial tradition assumption). People who grow up 
in industrialised societies learn how technical things function – and malfunc-
tion. The education system is also designed to match industry’s demands for 
skilled personnel (the industrialised education system assumption). This is 
part of the infrastructure that has evolved together with industrialisation. It is 
also part of the picture that industrial capabilities are acquired through on-
the-job experiences. A large industrial sector means a large pool of individu-
als who have acquired industrialised capabilities at work (the large indus-
trial sector assumption). 

A lack of work involvement and loyalty to the enterprise called for 
tight supervision 

A lack of loyalty to the employer was suggested as a reason to question the fea-
sibility of a delegative management style. Different reasons were mentioned for 
this lack of loyalty: 
(i) One reason was the great importance of the family and of relatives – in the 
African cases also of fellow tribesmen. It was remarked that the loyalty to these 
overshadowed loyalty to the enterprise. This made nepotism a constant threat to 
the efficiency of operations, and this called for close supervision and a directive 
management style. 
(ii) Another reason was the urgent need for an additional income that followed 
from the low wages and salaries paid to managers and employees alike. This had 
serious consequences for the work-ethos and for loyalty to the organisation. In 
short: subordinate managers and employees simply could not afford to be very 
loyal. The need for an additional income made a controlling and directive man-
agement style necessary, because the managers and employees were involved in 
many other activities beside the factory work to earn some extras, and these 
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other activities could have higher priority for the moment. The responsible ma-
nager must therefore spend more time on checking that delegated tasks are really 
attended to. “If you want something to be done in a short time, you have to 
check that they are actually doing what they are expected to do. They may con-
sider something else more important. They are engaged in so many things beside 
their ordinary job. You have to make sure they are really doing what you want 
them to do. It is the chamba or their private business. This they think is more 
important. It is their way of earning money.” (TPCC) 
(iii) A third reason mentioned was the prevalence of black market business. A 
general lack of everything, combined with a state controlled distribution system 
was considered to result in pilfering – and in black market business. Every little 
gadget was valuable on the market outside the enterprise and could be traded 
there. This was an ever-present temptation to add to the income derived from 
work, and this had important consequences on the management style. In short: it 
called for tight supervision and a controlling management.  
(iv) A fourth reason mentioned was a constant threat of corruption. The proposi-
tion derived from cross-cultural management literature that Swedish managers 
would be annoyed with the element of bribery in business in developing coun-
tries received support in the cases studied. But it was also concluded that this 
corruption was a more-or-less inevitable consequence of the low wages and 
salaries received from ordinary work in the enterprises, and the urgent need for 
an additional income that followed from this.  
It was part of the business game that state employees with key positions in the 
bureaucratic system could be “oiled” to speed up bureaucratic processes or oth-
erwise facilitate things for the enterprise management. Such “oiling” of bureau-
crats was quite important to the efficiency of operations.  
Within the organisations, there was also a constant threat of corruptive behav-
iour – and in particular when there was a seller’s market. From Tanzania, it is 
reported that managers and employees in the marketing and purchasing de-
partments were in a position to demand bribes. Employees in those divisions had 
been fired because they demanded bribes. It was also concluded that this made it 
necessary to keep a tight supervision over activities in these divisions. 

Comment: 
The delegative/participative management approach is based upon an “or-
ganisation man” assumption, an adequate payment assumption. The impor-
tance of “oiling” the bureaucratic system also points to a negligible bu-
reaucracy assumption behind modern management knowledge.  
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On the applicability of the Maslowian message 

The Maslowian message is central to modern management knowledge. The effi-
ciency of an organisation is considered to hinge on management’s ability to 
manage the motivation of the employees, i.e., to design remuneration systems 
and work tasks in such a way that the employees strive to fulfil their individual 
needs at the same time as they work hard in the interests of the organisation. The 
need for social affiliation, for recognition and for “growth” through challenging 
work tasks are given particular emphasis in modern management knowledge as 
driving forces behind employees’ work behaviour. A management of motivation 
must be based upon the recognition of these aspects of work motivation to be 
effective.  
This Maslowian message is considered central to Swedish managers’ attempts to 
introduce and apply modern management knowledge in developing countries. It 
is part of the natural order for a Swedish manager that employees are not solely 
instrumental in their work-orientation. It is also concluded from the cross-
cultural management review that the need for self-achievement is closely con-
nected with the delegation of responsibility in Swedish management-of-
motivation thought. Work tasks are seen to be more interesting and rewarding 
by the employees if they can influence the way the work tasks are performed, 
than if they are just told what to do.  
Furthermore, it is concluded that the semi-autonomous work group is central to 
the management-of-motivation approach in Sweden. The semi-autonomous 
work group is considered to be the social environment that provides the employ-
ees with the best opportunities to experience social affiliation and also to be rec-
ognised in their work. 
The Maslowian message and the semi-autonomous work group approach may 
“work and fit” in Sweden. The experiences of Swedish mangers in the cases 
studied imply, however, that there were reasons to question the applicability of 
the Swedish management-by-motivation approach in the cases. Two reasons 
stood out in particular: the employees could not live on their wages and salaries, 
and they lived their “real” lives in their families.  
In addition, the importance of payment in kind was repeatedly remarked upon as 
a core element of the reward systems in the different cases studied.  

They could not live on their wages and salaries 
A proposition derived from cross-cultural management literature is that the work 
orientation of employees in developing countries is primarily instrumental, and 
that this reduces the applicability of “modern incentive schemes” – i.e., incen-
tive schemes based upon the Maslowian message. This proposition was corrobo-
rated by the experience of the managers interviewed. Material rewards were 
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seen to be much more important to work motivation than in Sweden, implying 
an instrumental work orientation. 
Basically, it was a matter of general poverty and because the low material stan-
dard in the developing countries put the employees in need of all kinds of mate-
rial rewards. But it was also a matter of the low wages and salaries paid to state 
employees: it was a common theme in all the cases studied that the wages and 
salaries were so low that it was virtually impossible to live on them. This made 
material rewards basic to any attempt to manage-by-motivation. 
Payment in kind was a very important part of wages and salaries 
The mentioning of “material rewards” elicited a response that was not foreseen 
in advance: cash was not the only “material reward” paid to the employees – or 
even the major component. Wages and salaries were paid both in kind and in 
cash. 
A fundamental reason for the payment in kind was that it was an element in the 
governments’ welfare policy to provide the urban population and the employees 
in the modern sector in general, with cheap food. This resulted in subsidised ba-
sic foods, distributed as allowances, which could be purchased with coupons. 
This system was under attack during the era of structural adjustment. It was rec-
ognised that the system was very expensive for the poor states, and also that the 
policy was hampering general economic development since it did provide farm-
ers with incentives to be effective. Part of the structural adjustment policies that 
were launched in all host countries in the latter part of the 1980s, and beginning 
of the 1990s, was therefore to abandon the system of subsidies. But during the 
years when the Swedish managers were serving in the different cases studied, 
payment in kind was an important part of the wages and salaries paid – more 
important even than the payment in cash. 
The consumer market was not “industrialised” 
Yet another reason for the importance of payment in kind was the lack of a 
smooth operating and effective market for consumer goods, where the industrial 
employees could buy whatever they needed for their needs after work. In the 
absence of such an “industrialised” market, the enterprises served as important 
distribution channels, through which the employees received food and other 
goods – at subsidised prices, as mentioned above.  
Providing the employees with fringe benefits is a major means to enhance work 
motivation 
The need for an additional income was observed to have an important impact on 
the situation at work, including the employees’ inclination to work hard. For one 
thing, it was remarked that the employees could not be expected to work hard if 
they had not eaten sufficiently. For another thing, people had to economise with 
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their energy. They could not afford to invest too much energy in factory work. 
They had to save energy for their additional jobs.  
Providing food allowances and other fringe benefits was therefore an important 
means to enhance work motivation and loyalty to the enterprise. This was par-
ticularly evident in the TPCC case. One interviewee remarked “I also know that 
he (the GM) has tried different methods to circumvent the SCOPO-regulations. 
What he spent a great deal of time on was to improve the canteen, health care 
and transportation.” Another interviewee remarked “When nothing could be 
done to increase the wages and salaries, he could improve their standard by pro-
viding them with lamp bulbs etc. The canteen at the factory was previously in 
very bad condition, now it was improved. And the hospital was improved too. 
And the workers were provided with work clothes – as previously they had 
shorts and bare feet. Now they were provided with overalls and shoes and hard 
hats. And there was an ambulance. And a social club including a soccer team 
and dart team. In this way one could do something to improve their conditions. 
And I think it was appreciated.” 
Trading with food allowances was a way of adding to ordinary payment 
It was remarked that the food allowances and subsidised food received from the 
employer could be sold on the open market. In the TPCC case, the employees 
were permitted to buy a certain quota of cement at a low price. This cement, la-
belled “employees’ cement”, could then be sold on the market, thereby render-
ing the employees an additional income.  
It was part of the subsidised system that the market price was higher than prices 
paid in the factory-run shop. “Food stuffs have a very high value, since you can 
sell them on the open market. And receive much more money for them than 
what they are valued at by the state, who is distributing them and who values 
them at the official price” (Vinh Phu). This added to the importance of payment 
in kind as a way of circumventing the remuneration systems decided upon cen-
trally. 

Comment: 
Ideas about incentive systems conveyed in modern management knowledge 
are based upon the assumption that the employees are paid wages and sala-
ries that are adequate for subsistence; there is an adequate payment assump-
tion underlying modern management knowledge. 
The employee is assumed to be able to manage his or her own affairs outside 
work. He or she can buy whatever commodities he or she needs in shops off 
the factory premises, and with the money received for full-time work in the en-
terprise. This means that there is an autonomous employee assumption and 
an industrialised consumer market assumption behind the ideas about effec-
tive incentive systems conveyed in modern management knowledge.  
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The employees lived their real lives outside the enterprise 
One proposition derived from cross-cultural management literature was that 
Swedish managers would experience that people in developing countries are re-
luctant to take jobs in industry. There was no evident corroboration of this 
proposition in the experience expressed by the managers in the cases studied, 
largely because the Swedish managers did not know what ordinary local em-
ployees really thought and felt about industrial work.  
Recruiting was no problem  
It was remarked, however, that people appeared to be quite eager to be em-
ployed in the enterprises where the Swedish mangers had served. The recruiting 
of ordinary workers was not a problem in any of the cases studied. There was, in 
fact, a substantial over-manning in the enterprises.  
The most important reasons for the few problems of recruitment were consid-
ered to be because of the high rate of under-employment and the fact that enter-
prises were key elements in the distribution channels for food and for consumer 
commodities in the host countries in the study.  
The relatively good working conditions in the enterprises managed by Swedish 
management staff were also considered to contribute. It was suggested that con-
ditions might be less attractive in other enterprises, and that the attitude to work-
ing in more “sweat-shop” like enterprises might be more negative (Vinh Phu). 
”If they could stay home, they would” 
A common theme of relevance for the work-orientation of the local employees 
in all cases was the great importance of their families and relatives – in the Afri-
can cases also of the tribe. It was suggested that it was in these extra-
organisational contexts that the employees were living their real lives. This im-
plies an instrumental attitude to work. “They go to work to receive a salary. 
They don’t need the job as such. If they could stay home, they would. It is often 
evident that they don’t have the feeling for the job. If other things occur, work 
has very low priority: they may stay home to accompany an aunt to the hospital 
instead, or if they had received one week’s permission to go somewhere, and 
happened to pass by a cousin on the way, they could stay away for yet another 
week. So work is considered as a necessarily evil. And the relationships they 
develop at the work site are probably not very important” (Laos).  
”They have to find out how to earn the rest.” 
The adequate payment assumption and the “organisation man” assumption are 
closely intertwined, because an employee who cannot live on his/her 
wage/salary cannot afford to be a loyal, hard-working “organisation man”. 
“They have to spend very much of their time on finding ways of earning enough 
money for them and their families. They know they cannot earn enough by 
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working at Twiga Cement. This only gives them part of what’s needed. They 
have to find out how to earn the rest” (TPCC). 
A common way to add to the wages/salaries was to have a private homestead. 
Other common ways of adding to the inadequate wages and salaries was to trade 
– with a surplus produced on the homestead or with whatever goods one could 
get one’s hands on. Managers in some cases also had private enterprises along-
side their ordinary work in the enterprise. 
The homestead system was of pertinent importance for economic life at large in 
all the countries in the study – including for the management of the single enter-
prise. The income from the household was often more important than the in-
come from enterprise employment for the well-being – and survival – of the 
employees and managers. This made loyalty to the enterprise suffer.  
Likewise, it was remarked that the additional income received from “moonlight-
ing” was more important to the managers and employees than the income from 
enterprise employment – and this had important consequences for their loyalty 
to the organisation. The efforts to earn the additional income took much time 
and energy. The ideal was suggested to be to report in at work in the morning – 
and then to turn around and walk out through the gates again, to attend to private 
business! 

Comment: 
Modern management knowledge is based upon the assumption that the em-
ployee is an “organisation man”, who considers life in the organisation to be 
important – including a strong need for affiliation with fellow workers in the 
organisation.  
This “organisation man” assumption may be valid in “old” industrialised 
societies like Sweden, where the industrial enterprise is an important social 
institution in society at large, and where employees are paid sufficiently to af-
ford to invest time and effort in ordinary work in the enterprise. The cases 
studied show, though, that when these conditions are not at hand, the “or-
ganisation man” assumption may be questioned. 

On the applicability of the market orientation imperative 

The market orientation imperative is central to modern management knowledge. 
The very essence of this imperative is that the viability of an enterprise is under-
stood to hinge on its ability to attract customers, who are willing to pay for its 
products or services. It is recognised that there are other environmental relations 
too, which must be managed – the stake holder model is central to the boundary 
spanning task of management – but these relationships are given much less em-
phasis in management training than the customer relations.  
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The market orientation imperative may be considered to be both feasible and 
necessary in a market economy like Sweden. The sensitivity to customers’ de-
mands and wishes is the raison d’être as well as the means of survival for an 
enterprise in the competitive environment of a market economy. And even 
though “perfect competition” is but a theoretical construct and an illusion – dif-
ferent “market imperfections” are essential features of all market economies –
competition is very real to most enterprises. In order to survive in the long run, 
the single enterprise is forced to adjust to market demands – and to figure out 
how to gain a competitive advantage in relation to other enterprises in the mar-
ket. It follows that a core managerial task is to make sure that existing and po-
tential customers’ demands are continuously monitored, and that proper meas-
ures are undertaken to meet these demands. 
The cases studied imply, however, that there are reasons to question the applica-
bility of the market orientation imperative as a basis for management of envi-
ronmental relations in developing countries. Mainly because the “business 
game” is different from a country like Sweden. The actors in the business arena 
have different roles and the rules of the game are different. 

Normal marketing activities were “rudimentary” 
A common trait in all the cases studied was that marketing activities were quite 
“rudimentary”. Not much time or effort was spent on foreseeing changes in 
market demands, or in the management of customer relations. A manager who 
had been working in Vietnam reported that the greatest difference lay in the 
relations with the customers. 
There were different reasons for the rudimentary character of marketing activi-
ties:  
Business was not carried out on a voluntary basis 
For one thing, it was a matter of the economic policies pursued. Central plan-
ning was a backbone of the business game in all host countries during the period 
spanned by the cases. New economic policies were successively introduced in 
the 1980s. But the “old” ideas and practices stuck, and the implementation of the 
new policies was a slow and iterative process, rather than a sudden happening.  
In a central planning system, enterprises are not autonomous business actors, 
doing business on a voluntary basis. Rather, they may be depicted as “links” in a 
larger production system, managed from above. Sellers are “deliverers” and 
buyers are “receivers” of products or services on terms decided upon by a cen-
tral authority. “It was kind of significant that the market department was called 
Delivery” (Vinh Phu). This makes the market power of the customers quite neg-
ligible. The customers are forced to accept what is offered and on terms already 
decided on. It follows that the single enterprise does not need to pay much atten-
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tion to customer demands and wishes. A manager who had served in Laos sim-
ply stated that management could “give a damn about the customer”. 
This was a condition that the managers interviewed appeared to be quite uneasy 
with. It was considered to be something that did not foster the proper feeling for 
business. This was, for instance, evident in the comments about attempts to ex-
port a quota of the production. The Swedish managers strongly supported such 
attempts, and regarded them as a means to induce a proper feeling for the market 
with the local management staff – and with the central authorities. It was also 
evident in the comments about the barter business in Vietnam. The Swedish 
managers regarded this to be in line with what they considered to be proper 
business behaviour. 
A seller’s market reduced the need for marketing management in the TPCC and 
Socotram cases 
A proposition derived from the review of cross-cultural management literature 
was that Swedish managers would discover that a seller’s market reduces the 
need for sensitivity to market demand in a developing country. This proposition 
was corroborated by the experience of managers in the TPCC and Socotram 
cases.  
In the TPCC case it was remarked that it “is a bit peculiar with cement: the cus-
tomers just tear it from your hands. Cement has always been a scarce commod-
ity.” Consumers were standing in a queue to buy. This made the relations with 
the customers of less importance. The customers were regarded as a nuisance by 
the factory management, and the relations that really mattered were those with 
the authorities.  
In the Socotram case there was a great demand for all kinds of construction ma-
terial – and the demand was increasing with customers appearing in neighbour-
ing countries. The enterprise did not need to market its products. Rather, the cus-
tomers found out about the opportunity to buy these much needed and demanded 
goods themselves. They queued for the goods produced. Hence, not much en-
ergy had to be spent on customer relations. In fact, factory management treated 
the customers rather brusquely. 
The export business was thought to foster a “feeling” for the market 
A common aim in the different projects where the Swedish managers had been 
working was that a certain quota of the production would be exported. An im-
portant reason for this was that the enterprise would earn foreign currency to pay 
for the import of spare-parts and other industrial goods needed in its operations. 
But it was also a matter of contributing to the host countries’ very limited pool 
of foreign currency. This was a very scarce resource in all host countries in the 
study, and a bottleneck resource in all efforts at development. 
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The Swedish managers strongly supported the export business, because it was 
considered a means to infuse the “appropriate” feeling for market demand with 
the local management staff – and with the central authorities. In a world market 
context, the market orientation approach was considered to be inevitable. The 
enterprises were forced to adapt to the conditions on the world market to a much 
greater extent than on the domestic market. 
A great need for export revenues made marketing rudimentary in the Inmine 
case 
Marketing management was quite rudimentary also in the Inmine case. For two 
reasons:  
(i) On the one hand, the marketing of the gold was not a management problem 
on an organisational level. A separate authority at a ministerial level handled it. 
“There are no problems with the customers. There is just one customer: the 
state.” This made marketing activities at the organisational level pretty simple. 
The enterprise just delivered the gold extracted to the central authority, and left 
the marketing activities on the world market to this authority. 
(ii) On the other hand, it was remarked that the marketing of gold on the minis-
try level was quite rudimentary too, largely because Nicaragua urgently needed 
the export revenues. This forced the marketing organisation to accept whatever 
prices were offered on the world market. 
In addition, it was remarked that the Nicaraguan authority responsible for the 
marketing of the gold from the mines did not have the ability, or the knowledge 
needed to market the gold in an active and professional manner. 

Comments: 
Modern management knowledge is based on the assumption that the survival 
of an enterprise hinges on its ability to attract customers who are willing to 
pay for the goods or services offered. There is no authority guaranteeing their 
survival. This points to a non-interventionist state assumption underlying 
modern management knowledge. 
It is also based upon a voluntary business assumption. The customers may 
choose to turn to another enterprise to buy the goods demanded. There are 
also other enterprises to turn to – which comprise a competitive business en-
vironment for the enterprise managed – a competitive business environment 
assumption.  

The most important relations to manage were those with the central 
authorities. 

A common theme in the cases studied was that the most important relations to 
mange were those with the authorities. A proper management of these relations 
was far more important than the management of customer relations. 



 173

The centrally planned sector was the backbone of business 
All host countries in the study had a central planning legacy. New, market-
oriented policies were successively introduced during the period spanned by the 
cases studied, but the legacy was still vivid in economic policies pursued during 
this period.  
The North Vietnamese government committed itself to socialist ideas in general 
terms, including a large nationalised sector, nationalised trade and central plan-
ning of the economy. In the wake of the reunion of North and South Vietnam, an 
attempt was made to turn Vietnam as a whole into a socialist society, pursuing 
the same basic economic policy. This attempt proved to be a failure. The eco-
nomic development stagnated, and economic problems grow steadily. In the 
1980s the Doi Moi policies were therefore launched. These policies gave more 
leeway to private entrepreneurship and competition as a mechanism to encour-
age economic development – mainly in the agricultural sector, but also in the 
industrial sector. Yet, the nationalised sector remained large – and still is. The 
Vinh Phu factory is one element in this nationalised and centrally planned sec-
tor. It was a key element in the economic assistance donated by Sweden to the 
North Vietnamese government, and was intended to increase the supply of paper 
to the school system. 
The Laotian government is generally characterised as socialist, even though it 
characterised itself as nationalist in the first place. The country is very underde-
veloped, with an industrial sector that was almost non-existent in the mid 1970s. 
Self-reliance in basic foodstuffs was – and still is – the prime goal for the gov-
ernment. But it also attempted to increase the industrial sector through central 
planning and nationalised enterprises. Another important element in the devel-
opment policies pursued was to improve the infrastructure – and in particular the 
road system. The SER13 S enterprise was set up as a state-owned enterprise to 
accomplish this. New economic policies were introduced at the end of the 1980s 
and beginning of the 1990s. Competition was given more importance as an 
“economic mechanism”, but the nationalised sector remained/remains the core 
element in the economy. This sector is subject to central planning. It was – and 
still is – an element in the nationalised and centrally planned sector. The SER13 
S enterprise belonged to this nationalised sector.  
An important phase in Tanzania’s modern economic history is the African So-
cialism project. Major elements of this project were the public ownership of the 
key industries and the reliance on central planning of the public sector of the 
economy. The African Socialism project was abandoned during the time the 
Swedish managers served in the TPCC enterprise – it was considered an unvalid 
vision by that time. But it had left a legacy: it had resulted in macroeconomic 
disequilibria, a stagnating economic development and a large public sector. New 
economic policies were successively introduced during the 1980s, but the public 
sector remains big, and central planning remains a core element in the Tanza-
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nian business game. Parastatal enterprises are important elements in the public 
sector. They are instruments for development policy, and for governmental poli-
cies in general. The Waso Hill factory was/is such a parastatal enterprise, pro-
ducing cement. 
In Guinea Bissau, the government took over a country that was – and still is – 
suffering from a Portuguese inheritance. The industrial sector was very small 
and poverty very widespread. The government attempted to increase the indus-
trial sector through central planning and state-owned enterprises. The Socotram 
enterprise was a key element in this attempt. It was established by the state to 
exploit the forest resources in the country.  
In Nicaragua, the Sandinist government took over after the overthrow of the 
Somosa regime. The Sandinist party is generally characterised as a “pragmatic”, 
yet socialist organisation. After the revolution, Somosan property was national-
ised, and formed the core of the public sector. To this core were also added other 
key industries – including the mining industry. The public sector was managed 
through central planning. Later, the Democratic Front took over the government 
of the country. New economic policies were introduced, that were more oriented 
towards private ownership and free competition. Yet, the public sector remains 
big, and the Inmine enterprise belongs to this sector. Part of the picture is that 
the Inmine enterprise is very important for the state finances. The gold extracted 
is sold on the world market, and the revenue goes straight into the Central Bank. 
Good relations with key persons were necessary 
The great importance of decisions made by central planning authorities, and of 
central authorities in general, made the management of relations with these au-
thorities of vital importance to the efficiency of an enterprise.  
It was remarked in the Vinh Phu case that the most important business relations 
were “those with the authorities in Hanoi: the State Planning Committee – which 
decides on the size of the resources the enterprise should receive; the Transport 
Ministry – which decides on transportation, and so on.” 
In the Inmine case, it was stated “(O)ne must have good relations with key per-
sons on different authorities. This is a prerequisite - if not, one may as well close 
down the operations.” Top management also spent a lot of time and energy on 
relations with officials at all levels, “making sure equipment and spare-parts are 
received, and that support is received from other authorities: to get things 
through the customs or to have transport – there is a constant lack of transport – 
and to be able to use machines of different kinds. And also the matter of foreign 
currency. All this takes a lot of time. In Sweden it is taken care of more-or-less 
automatically. There is a girl somewhere who deals with the formal relations 
with the authorities. But in daily operations there are not many relations with the 
authorities. But in Nicaragua it is a necessity”.  
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In the TPCC case, top management was observed to spend a lot of time in the 
Ministry of Industry, because prices were decided upon on a central level, and 
this made it necessary for management to try to convince authorities to set prices 
high enough to cover production costs. Management also tried to influence the 
authorities to maintain roads to the factory. “It was the road with the heaviest 
traffic in Tanzania, and it was awful. Cars broke down on it. It would be cheaper 
to spend the money on mending the roads instead of mending the vehicles that 
broke down.”  
In the Socotram case, it was reported that “(T)he authorities were demanding 
quite a lot of attention. One had to discuss quite a lot with them.” In the SER13 
S case it was remarked that the General Manager had a constant duty to report to 
the ministry. It was not sufficient just to deliver written reports. He had to visit 
the ministries personally, and this meant that he was very often away from the 
enterprise. “In the beginning it was just hopeless. The General Manager was 
never present at his job; he was permanently with the ministries. Things im-
proved, but there is still a very close contact with the ministries.” 
There were also regional authorities 
It was also remarked in the Socotram case that the central authorities were not 
the only authorities of importance. The enterprise depended on forest resources, 
and these were controlled by regional authorities. This made it important to 
maintain good relations with these too. “And one had to be very polite to these 
or one had problems with the operations. Hence, quite a lot of time was spent on 
such matters.” Likewise, it was reported in the Vinh Phu case that regional au-
thorities controlled the raw material supply to the pulp and paper factory. Deci-
sions made at a regional level were therefore crucial to the efficiency of opera-
tions. 
The scarcity of foreign exchange made a dependency on central authorities in-
evitable 
Apart from the central planning policy pursued in the host countries, there was 
yet another reason mentioned for the great dependency on decisions at a central 
authority level. This was the extreme lack of foreign exchange, combined with a 
great demand for such exchange for maintenance and investments in all sectors 
of the economies – not least for investments in the agriculture sector, the health 
sector, the education sector, and the infrastructure. This made all allocation of 
foreign exchange a political matter and a matter of decisions at a central author-
ity level. Basically, it was a matter of making the best use of the very scarce re-
sources, and this implied taking into consideration national needs. 
Part of the picture was the import dependency of all enterprises in the study. 
Spare-parts, tools, and almost all industrial goods had to be imported from 
abroad. This made the efficiency of the enterprises dependent on the allocation 
of necessary hard currency. It also made it important to maintain good relations 
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with the central authorities responsible for the allocation of foreign exchange: 
the enterprise management had to seek to convince and persuade them that the 
enterprise was in urgent need of imported spare parts etc. It was observed that 
the top managers of the different enterprises spent a great deal of time in the 
Central Bank and in Ministries for that reason. 

Comment: 
Modern management knowledge is based upon the assumption that the cen-
tral authorities pursue a non-interventionist state policy – the non-
interventionist state assumption. This makes relations with central authori-
ties of minor importance to the efficiency and viability of the enterprise man-
aged.  

Relations with bureaucrats were important to efficiency 
A common trait in all cases in the study was the power and importance of “bu-
reaucrats” in economic life. It was far from the supportive and well-oiled bu-
reaucracy the interviewees were used to in Sweden. It was observed to be 
smothering and time consuming. “And everything was more time consuming. 
The officials were never in their offices, but you had to find out where they were 
– ‘He is usually in that place this time of the day. Try there!’ – And if one asked 
when he was expected to be in, they often responded “any time from now” – it 
could be today, or it could be next week.” (TPCC)  
This general bureaucratic inertia made relations with bureaucrats at all levels in 
the system very time consuming and also vital to be able to manage properly. 
“The bureaucracy is very cumbersome. This is something you must spend a 
great deal of time on - time that could be used in a much better way. This is 
valid for all the developing countries I have been to: Mozambique, Tanzania, Et-
hiopia and Guinea Bissau. It is the same thing everywhere. The number of forms 
to fill in is incredible. But I think Guinea Bissau is the worst of them in this re-
spect” (Socotram).  
The long time it took for the bureaucrats to deal with matters of imports was 
mentioned in particular. “Back here, if you want to import something, you just 
send a form to the customs, and the they fix their internal business themselves. 
But if you wanted something out of the customs in Tanzania, there might be 
seven people within the customs who had to sign the papers. And you had to 
make sure they did so by yourself!” (TPCC) 
Different reasons were mentioned for the bureaucratic inertia in the host coun-
tries: 
(i) One reason suggested was the centralised decision-making, combined with 
the general anxiety over decision-making: very many issues had to be decided 
on by very few decision-makers, and when these were absent for some reason, 
nothing happened, no matter how urgent the matter was. “ There are very few 
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who have the right to make decisions. And if the one who had the right to make 
a decision isn’t present one day, no decisions are made that day” (Laos). 
(ii) The low salaries of state employees were considered to be another important 
reason: the state officials were often absent from their offices, attending to the 
private business that offered them the additional income they needed.  
(iii) A “white collar syndrome” was seen to add to the problem: “paperwork” 
was considered to have a value in itself, and the professionalism of bureaucracy 
was more to “carry around papers”, than to be efficient and quick. There was not 
the service orientation approach that is accepted in Sweden. 

Comment: 
Modern management knowledge is based upon a negligible bureaucracy as-
sumption. A management of relations with bureaucrats is perceived to be of 
very little importance for the efficiency and viability of an enterprise.  

The centralised decision-making made business relations very person-
alised 

A proposition derived from the cross-cultural management literature review was 
that Swedish managers would find that market relations are more personalised in 
developing countries than in Sweden. A lack of confidence in impersonal busi-
ness transactions is considered to be a reason for this personification of business 
relations.  
The proposition was corroborated in the cases studied, but for a different reason 
than that mentioned in the literature. It was rather a matter of the centralised de-
cision-making in a centrally planned system. Top managers were observed to 
spend much time in ministries, and in meetings with top ministry personnel in 
all the cases in the study. Lower level mangers were not delegated the authority 
to speak for the enterprises. The right to make decisions was also very central-
ised in the authorities. There were but a few officials who were entitled to de-
cide. This made the whole “business game” very personalised. It was a matter of 
people belonging to a small group who knew each other, and who made agree-
ments of great importance for the management of the single enterprise. 

Comment: 
Modern management knowledge is based upon an impersonal business as-
sumption. Business is expected to be carried out in an environment of many 
sellers and many buyers who regard each other as exchangeable. 

“Oiling” the system is important in a centrally planned economy 
It is the central authorities that have the major responsibility for the allocation of 
resources in a central planning system. The single enterprise is but a receiver 
and deliverer of goods and services in a larger scheme managed from above. 
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There are, however, certain “imperfections”, in such a system that are of great 
importance for the management of the single enterprise and its external rela-
tions:  
The bartering business 
One such imperfection was the possibility – and necessity – to barter with other 
enterprises. This is a means to “oil” a system that is otherwise very inflexible, 
and to acquire resources outside the “links” in the central planning scheme. 
It was observed that the marketing of and bartering with different kinds of 
“waste” and “surplus” was given high priority in the Vinh Phu case. In this way 
the enterprise management could acquire inputs which were necessary for the 
efficiency of the operations, but which were not allocated through ordinary 
channels. The bartering business was also an activity that was supported by the 
Swedish management advisors. “We swapped it (rejects and surplus production) 
against raw material. This activity was increasing – and we backed it up. This 
was our way to do business: first earning the money and then spending it. In this 
we were able to manage the business by ourselves and not be so dependent on 
the Great Plan.” 
The possibility of trading with the surplus production and with “waste” could 
also be used to improve the conditions of the employees: the earnings from this 
trade could be used to purchase food. “What was earned was shared in the de-
partment and used for food.” On the negative side, the freedom and profitability 
of such “waste” was observed to make enterprise management invest too time 
and energy in this auxiliary activity. 
From Laos it was reported that managers used enterprise resources to earn food 
for the employees. Roads and dams were built for villages in the vicinity of the 
road construction in exchange for meat, and this was of vital importance for the 
employees.  
Bribery was another “oil in the machinery” 
It was remarked in the TPCC case that the great demand for cement in Tanzania 
had resulted in some corruption: customers had been forced to pay to be admit-
ted to purchase the cement. The factory management had tried to fight this cor-
ruption by dismissing people in the marketing division, but it had proven to be a 
difficult task. “We have fired a lot of people – and then hired new people – who 
have been fired in their turn and yet new ones hired.” This may be seen as a tip 
of an iceberg, because it was concluded that corruption was an inevitable and 
“normal” part of the business game in the developing countries in the study. 
“Everyone who had some kind of position in society tried to exploit this” (Soco-
tram). The prime reason was considered to be the urgent need for an additional 
income. Taking bribes was a way to add to the low salaries received.  
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Bribes were used to “oil” the bureaucratic system. In the TPCC case, the enter-
prise provided authorities and managers of other organisations with cement to 
make things work more smoothly. “One common way of bribing people is to 
provide authorities etc. with cement. This is called ‘complementary cement’.”  
It was also remarked in the different cases studied that it was very important to 
maintain good relations with officials in ports, airports and customs. These insti-
tutions are of central importance for enterprises employing modern technology, 
since they are so dependent on imported goods. Important goods could be de-
layed a long time simply because officials in the institutions mentioned were 
busy trying to earn an additional income.  
The need for an additional income was also suspected of making corruption part 
of the game. “And there is no doubt that a fridge to the manager of customs 
made it much easier to get a container through the customs” (TPCC). Sometimes 
there were also interruptions and problems at the port; the cranes ceased to func-
tion etc. On such occasions, it was often a matter of small ‘contributions’ that 
were requested or lacking. If these were paid, everything worked smoothly 
again. If not, essential and urgent deliveries of spare-parts etc. could be standing 
around for a very long time in the port. 

Comment: 
Modern management knowledge is based upon the image of the market as an 
effective machine that needs no “oiling”. There is a non-corruption business 
assumption underlying modern management knowledge. This assumption is 
complementary to the stewardship assumption. Business decisions are ex-
pected to be made in the best interests of the owners/principals of the organi-
sation, and managers’ own, personal interests are not supposed to be given 
much consideration in managerial decision-making. 

Times were changing 
Growing macroeconomic disequilibria were a common problem in all host coun-
tries in the study. It was also a common problem that the economic development 
had stagnated. This made it increasingly evident to the governments that central 
planning was the wrong way to create sustainable economic development – or 
even to maintain the economic welfare as it was. New economic policies were 
needed to alter the situation and to create economic growth.  
This was one reason for the structural adjustment era that commenced in the 
1980s in all the countries examined. Another reason for the change in economic 
policies was that the central planning system lost much of its legitimacy when 
the Soviet economy collapsed and was transformed in the direction of increased 
reliance on the market mechanisms as the best allocator of economic resources. 
A third – and very important – reason was that international financial organisa-
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tions – the World Bank and aid organisations – refused to give more loans and 
grants to these countries unless they did something to their financial situation.  
In general terms, the new economic policies launched could be expected to 
make Swedish management practices more appropriate. The market economy 
context is becoming a reality also in the developing countries. It was part and 
parcel of the new economic policies that more leeway was granted to competi-
tion as a mechanism for economic development, and also that more discretion 
was delegated to enterprise management to manage their enterprises in an 
autonomous way within the competitive environment.  
It was also remarked in the Vinh Phu cases that the Scandinavian management 
concept advocated by the Scanmanagement team received increasing attention 
in Vietnam. It was no longer considered subversive. Seminars were held with 
management personnel from other enterprises – and with personnel from the 
administrative system. 
The change of system was a slow and repetitive process 
The change of economic policies was neither an instant, nor a painless process. 
Rather, it was a slow and repetitive process, combined with much resistance and 
travail. A common trait in all countries in the study was also that the central 
planning system remained central to the business game, even if the competitive 
sphere was increased somewhat. The authorities released their hold on their cen-
tral role in the business game only step-by-step.  
It was also remarked that the existing bureaucratic system was a major hin-
drance to the change of economic system. The bureaucrats who had much influ-
ence and power in the central planning system defended their positions and 
privileges. 
Enterprise managers were found to be reluctant to accept the discretion dele-
gated 
It was found that the “old” system stuck also in the minds of enterprise manag-
ers. The established image of managerial authority and discretion had a strong 
grip. It was suggested that a general lack of professional managerial capability 
contributed to this stickiness of the central planning system. Managers who were 
appointed during the “old” system were implementers of decisions made at a 
central authority level. They lacked the experience and knowledge needed for 
management of autonomous enterprises in a competitive environment.  
Another part of the picture was the general anxiety of decision-making, which 
was experienced in all cases. Enterprise managers appeared to prefer to wait for 
directives, rather than to take independent decisions. This was, for instance, evi-
dent in the KM 14 workshop in Laos. The enterprise was organised under the 
Ministry for Transport. Marketing was very much a matter of providing services 
according to the plan. When the situation changed, and the enterprise needed to 
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market its own services in competition with other enterprises – including emerg-
ing private enterprises – the management proved to be unable to cope with the 
new situation. There was no preparation for a new image of market relations, 
nor any preparation for a new management role. The “mental infrastructure” re-
mained in the minds of the management, even if the system outside the enter-
prise had changed. It was concluded that this was a major reason for the eco-
nomic failure of the enterprise when the Swedish assistance ended. 
Large scale enterprises will continue to operate under seller’s market conditions 
There are reasons to expect that the competition in the market arena will remain 
weak – at least for large-scale enterprises in the study. A general lack of finan-
cial capital, industrialists and political-economic stability makes it unlikely that 
large-scale enterprises will meet very much competition. It may thus be ex-
pected that many large-scale industrial enterprises will continue to face a 
“seller’s market” for a long time ahead – with the consequences for the applica-
bility of the market orientation imperative mentioned above.  
Corruption was increasing 
A consequence of the change in economic policies that was remarked upon by 
the interviewees as a problem was that the element of corruption was increasing 
in importance in the business game. This element of corruption had a long his-
tory in all host countries, and it was an important element in the business game 
also when the economies were centrally planned. The fundamental reason was 
considered to be the low salaries paid to state employees, which made the taking 
of bribes very tempting.  
The increased delegation of managerial discretion that was part of the new eco-
nomic policies made this temptation even more evident. State employees were 
still paid very low salaries, and the increased discretion made the opportunities 
to take bribes greater. 

On the applicability of the “don’t be a ‘Jack of all trades’” message 

A common theme in the different cases studied was that the enterprises em-
braced more functions than a corresponding Swedish enterprise. Another com-
mon theme was that management’s responsibility for the employee’s welfare 
was wider than the Swedish managers were used to. Both these differences were 
particularly evident for the larger industrial enterprises in the study, but the rea-
sons – and the consequences – were evident in all cases in the study.  
The comments made about the wider scope of activities, and the wider manage-
ment responsibility that followed, made a normative message conveyed in mod-
ern management knowledge evident – a normative message that can be labelled 
the “don’t be a ‘Jack of all trades’” message. This message rests upon the con-
cept of the specialisation-advantage – an idea that has been a central element in 
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the liberal business logic ever since Adam Smith presented his famous pin-
manufacturing example. Basically, the idea is that nobody can be good at every-
thing. One must focus one’s attention and efforts on being really good at some-
thing. This general idea permeates all economic thinking in an almost transpar-
ent way in Western market economies like Sweden – including its application to 
management thinking. It is an idea that has been applied to organisational struc-
ture as well as on the design of work tasks – and it is basic to the image of or-
ganisational scope. 
At the level of the firm, the message is that the single enterprise shall restrict its 
scope of activities. Focusing on a few core activities, and developing excellence 
in the performance of these activities, is the “standard liberal prescription” for 
survival in a market economy. An enterprise should not attempt to be a “Jack of 
all trades”, because this threatens to lower productivity and the efficiency of op-
erations. 
This “don’t be a Jack of all trades” message was made very clear by one of the 
interviewees who had been working in the TPCC case. “We are producing ce-
ment. We haven’t got the time to be shop proprietor, restaurant proprietor, pro-
prietor of cafe etc. too. These tasks take quite a lot of time to be done properly. 
(To us) they become a low priority. But to independent proprietors they have a 
high priority, since they are running them to earn money.” 
A corporate strategy based upon the “don’t be a Jack of all trades” message may 
also work and fit in an “old” industrialised market economy like Sweden. Per-
fect competition – which is another core idea in the liberal economic theory – 
may be but an illusion, and the existence of different kinds of “market imperfec-
tions” may be important parts of the business game in reality, but the competi-
tion is still very evident to most business enterprises. There is always someone 
else who will bid for the same business opportunity, offering approximately the 
same product or service. A high efficiency stemming from the exploitation of 
the specialisation-advantage is a prerequisite to be able to offer sufficiently low 
prices to survive in this competition. Environmental conditions also make the 
application of a business policy based upon the specialisation-advantage feasi-
ble. 
There were, however, reasons to question the applicability of the message in all 
cases in this study. Four reasons were mentioned in particular: (i) the lack of 
“supportive business environment”, (ii) the lack of “industrialised” infrastruc-
ture, (iii) the wider responsibility for the employees, and (iv) that the local im-
age of an enterprise is different 

Comment: 
The specialisation advantage is basic to modern management knowledge. It is 
suggested that the specialisation on a few core activities is the route to suc-
cess and survival in a competitive environment. The successive industrialisa-
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tion of the environment has also made a far-reaching delegation of activities 
feasible in “old” industrialised societies like Sweden. Over the years, this has 
also made a specialised production unit assumption increasingly valid as a 
basis for modern management knowledge. In other societies, where the envi-
ronment is not industrialised to the same degree, the specialised production 
unit assumption is the reason for cultural clashes.  

A lack of supportive business environment forced the enterprises to be 
more self-reliant than in Sweden 

A common problem in all cases was that the enterprises managed were anoma-
lies in the economy as such in the host countries. One consequence of this 
anomalous situation was a general lack of other firms in the environment, which 
could be relied on and to which tasks could be delegated.  
This lack of “supportive business environment” was evident almost instantly 
when the Vinh Phu project commenced. According to the initial agreements 
made, a lion’s share of the building material should be domestic, but it turned 
out that there were no local suppliers who could deliver the goods required. A 
number of plants and workshops providing important services and construction 
material had, therefore, to be built first. Some of the most important of these 
plants and workshops were: a crushing and screening plant, a cement factory, a 
pre-cast concrete plant, a vehicle maintenance shop, and an engineering shop. 
“In a similar construction project in Sweden, all these plants and services could 
have been purchased externally from already existing firms in the vicinity.” 
The finished plant also embraced functions that a corresponding Swedish plant 
can rely on other firms to take care of: a power plant, a chlorine-alkali plant, an 
acetylene gas factory, and a large maintenance shop. It is also notable that at-
tempts were made in the Vinh Phu case to purchase goods from local workshops 
– and that these attempts had failed. The local suppliers in Vietnam simply could 
not deliver products with the correct precision and “feeling” for precision. This 
made it necessary to establish a production of basic spare parts as part of the 
project – and it made the enterprise very dependent on imported goods. 

Comment: 
Modern management knowledge is based upon a supportive business envi-
ronment assumption. It is assumed that an enterprise can delegate auxiliary 
functions to other, specialised enterprises in the business environment,  

The lack of an industrialised infrastructure made enterprise opera-
tions more embracing 

A common theme in all the cases studied was that the infrastructure was a con-
stant problem. An expatriate observer remarked that the existing infrastructure 
in Vietnam was “in tatters”. This captures a major managerial problem when 
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industrialised production methods are introduced to a developing country: the 
lack of an “industrialised” infrastructure, matching the needs of modern, indus-
trial production. This had important consequences for the management of an en-
terprise – and for the feasibility of a business policy resting on the specialisation 
advantage. “Most of the time, the manager is occupied with practical problems – 
urgent, practical problems. It is much more practical work. One must be more 
self-supporting down there: the infrastructure is so very rudimentary” (Soco-
tram). 
The transport system was not industrialised 
One element of the local infrastructure that was remarked upon in particular as a 
source of difficulties, was the transport system. It was not the effective and reli-
able transport machinery that the interviewees were used to in Sweden.  
Formally, the road authorities had the responsibility for the construction and 
maintenance of roads, railroads etc. But it was part of the picture that these au-
thorities lacked the resources needed for this. As a consequence, the manage-
ment of an industrial enterprise depending on transport could not rely on the as-
sistance of the state authorities. “When one is facing the problem that a bridge is 
washed away or a that a road doesn’t exist, one must deal with the problem one-
self” (Socotram). 
Another part of the picture was that the existing pool of heavy vehicles and 
modern tools that can be used to build and maintain roads were very scarce – 
and in particular in the least developed countries. It was remarked that the Soco-
tram enterprise was almost automatically involved in road construction and 
maintenance, simply because it possessed the heavy machines needed.  
The supply of electricity was not industrialised 
In some of the cases the enterprises managed included a diesel fuelled power 
generator, because there was no national grid to connect to, and electric power is 
essential to modern industrial production technology. A manager who had 
worked in the Socotram case remarked “(y)ou couldn’t rely on the centrally dis-
tributed electricity. Almost every consumer had to buy his own generators and 
produce his own electricity.”  
In the Vinh Phu case the location was motivated by regional economic reasons: 
the intention was to make the factory a growth pole in a “New Economic Zone”. 
There was no industrial activity previously in the region, hence there was no in-
dustrialised system for the supply of electricity. The power plant included in the 
factory was designed both to supply the factory with the electricity needed, and 
to produce a surplus. 
The lack of institutions for adequate and necessary vocational training  
A general lack of professional workers with adequate training and industrial ex-
perience was a severe problem in all cases in the study. There was also a general 
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lack of vocational schools and other institutions providing professional training 
relevant to industry in the host countries. This made it necessary to include a 
vocational school as part of the enterprises.  
The lack of professional workers was particularly grave in Guinea Bissau. This 
was part of the Portuguese inheritance: the educational sector was very underde-
veloped also in a developing country perspective, and there was an absolute lack 
of employees with industrial experience and professionalism. “One had to chose 
someone who appeared educable and teach them how to sharpen saw-blades and 
handle the diesel power plant and to saw and to drive a truck and to handle a 
chain saw: a lot of training was needed.”  
The lack of professional workers and artisans can also be expected to be a par-
ticularly big problem when a large-scale industrial project employing sophisti-
cated up-to-date technology is implanted in a developing country. The Vinh Phu 
case is an example on this. The efficiency of the operations in the Vinh Phu de-
pended on the availability of a professional work force. This included both spe-
cialised process operators and more “common” artisans, like electricians, weld-
ers, plumbers etc. It was soon recognised that this was a major problem. It was 
found necessary to establish a vocational school as part of the project. This grew 
to be one of the largest and most modern vocational schools in the area: in 1985, 
about 3,500 workers had received vocational training. It was also remarked that 
the training conveyed was of importance for the economic development of Viet-
nam in general: a large number of the people trained were employed elsewhere.  

Comment:  
Modern management knowledge is based upon an industrialised infrastruc-
ture assumption, i.e., that the infrastructure is designed to match industry’s 
needs and demands. Two core elements in this industrialised infrastructure 
are the industrialised transport apparatus and the industrialised supply of 
electricity, pointing to an industrialised transport system assumption and an 
industrialised electricity system assumption. An educational system designed 
to provide industry with relevant vocational training is another condition that 
may be regarded as part of the industrialised infrastructure – which points to 
an industrialised education system assumption.  

The responsibility for the employees’ situation was more embracing 
The responsibility for the welfare of the employees was discovered to be wider 
in the different cases in the study than in Sweden. It did not halt at the factory 
gates, but stretched into the “private sphere” outside the factory premises too. 
“In Sweden the employer doesn’t need to bother much about the employee’s si-
tuation outside work. The employee is expected to manage to go to work him-
self, and it is at the job the employer’s responsibility begins. But down there this 
is not so evident. The responsibility of the employer is wider” (Laos). 
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The wider responsibility for the employees’ situation outside the factory was 
partly a matter of enterprise statutes. The enterprises in the study were wholly or 
partially state-owned and as such vehicles for the government’s social policies. 
An important part of these social policies was the price of basic foodstuffs. It 
was a common feature of the policies pursued in the different countries in the 
study to provide such food at subsidised prices, and the enterprises were impor-
tant distribution channels for this subsidised food. Partly, it was a matter of di-
rectives in the Swedish assistance to the projects – and the earmarking of re-
sources to create good conditions for the employees.  
But the greater responsibility for the employees was also deemed to be a matter 
of efficiency of operations. For evident reasons: the efficiency of industrial op-
erations hinges on the employees’ involvement in their work – if they have the 
inclination and opportunity to invest time and energy in their work in the enter-
prise. The supply of food was mentioned in particular as a important efficiency-
problem. “And this with the food: that’s the most important thing. When the 
stomach screams for sustenance and the family is starving, it isn’t so easy to 
make a top productive job” (Vietnam). 
Living conditions were not industrialised 
The efficiency of an enterprise is also dependent on the living conditions of the 
employees. The employees must be able to arrive at work in a reliable way, and 
they must not be already tired and exhausted when they arrive at work.  
A common theme was the need for “bachelor houses”. These houses were moti-
vated by the fact that the employees migrated to the enterprise area to work. 
They needed somewhere to live, and the enterprises provided the housing by 
building separate houses for them, because there was nowhere the migrant 
workers could live otherwise.  
It was also remarked that it was necessary to erect houses for key employees 
close to the factories (TPCC). 
In some cases, the factory was the heart of a small society. In the TPCC case, 
the enterprises included many facilities, which are taken care of by the local au-
thority in Sweden – including the supply of fresh water for the households, 
sewer system, schools, hospitals, shops, social clubs, canteens, shops – and even 
a church. In the Inmine case, it was remarked “(T)he mines are somewhat spe-
cial. They are situated in very remote places. They have to take care of the roads 
leading there, housing, water etc. It resembles the situation in Sweden in the 
1930s and 1940s. But the problems might be even more difficult over there. 
They must make sure there is drinking water, that there are sewers etc. And 
there is a great deal of sickness. The enterprise runs a small hospital, provided 
with medicaments etc. These are matters a Swedish manager doesn’t need to 
bother about in Sweden. It is provided for by the municipality.” In the Vinh Phu 
case, the enterprise was frequently compared with a traditional factory village. 
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Public transport was not industrialised 
A common remark in the cases studied was that the enterprises had to care for 
employees’ transport to and from work. Likewise, it was remarked that the en-
terprises had to cater for the transport of employees to funerals – or else these 
important social events would take much longer.  
The basic reason was that the public transport systems could not be relied upon. 
They were not designed to have the efficiency and reliability demanded by in-
dustrial production. The enterprises had to arrange for the transportation of em-
ployees themselves to make sure operations could proceed in an effective way.  
The market for consumer commodities was not industrialised 
A common theme in all cases studied was that the food situation was crucial to 
the efficiency of operations. Basically, nobody can be expected to do a good job 
on an empty stomach, or if he/she is constantly worried about how to acquire 
food and other necessities of life. From the comments in the cases studied, it 
also follows that there are two different aspects of the problem – both of which 
are important for the validity of the autonomous employee assumption.  
One aspect is the non-industrialised character of the local market. The supply of 
food and other consumer commodities in the local market was both inadequate 
and unreliable in all cases in the study. It took a lot of time to scan the market 
for the commodities demanded, and the irregularity of the supply made it uncer-
tain if the commodities demanded existed at all. In the Vinh Phu case it was also 
mentioned as a contributing problem that the market was open during work 
hours only, and that this resulted in absence from work. 
Part of the problem was that the lack of necessary food on the market made it 
necessary for the employees to have a private homestead elsewhere. This af-
fected the efficiency of operations, because it made a split loyalty part of the 
work-orientation: the standard of life of the employees depended very much on 
the homestead – it often meant more to the employees than the salaries and 
wages received for work in the enterprise. If the homestead demanded attention, 
the employees therefore gave this highest priority. Enterprise work came second 
in importance.  
The necessity to have a homestead beside work in the enterprise also threatened 
the efficiency of operations in another way: the extra “shift” they had to work on 
the homestead made the employees tired and exhausted already when they ar-
rived at work. 
The inadequacy of wages and salaries 
Another aspect of the food situation that was remarked upon in the cases stud-
ied, and that has bearing on the autonomous employee assumption, was the in-
adequacy of the wages and salaries paid to enterprise employees and managers. 
These wages and salaries were not a management responsibility. They were set 
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by central authorities – and at such a low level that it was impossible to live on 
them, not to mention providing for a family. This made the need for an addi-
tional source of food, and/or for an additional income an important element in 
the business culture in all the cases studied.  
Part of the picture was that the employees were paid their wages and salaries 
both in kind and in cash. The payment in kind was primarily a matter of coupons 
for which the employees and managers could buy food allowances at subsidised 
prices in an enterprise-managed shop. But it was also a matter of other consumer 
commodities that the employees could buy at subsidised prices in the shop. This 
made the shop part of the enterprise, and the provision of food and consumer 
commodities part of management responsibility. 
A second part of the picture was that that non-monetary rewards were important 
as a means of improving the efficiency of operations. In the TPCC factory, the 
employees were provided with a hot meal a day to be able to be effective at 
work – this was often the only meal the employees had that day. The canteen 
where this meal was served was part of the enterprise. 
A third part was that the food allowances were neither adequate nor reliable. The 
employees could not rely on them for survival. This made the employees in need 
of an additional and more reliable source of foodstuffs – the private homestead. 
They also needed an additional income to be able to buy things they needed in 
the local market – at non-subsidised prices.  
This added to managerial responsibility, because management had to find ways 
of adding to the allowances provided by the central authorities, both because of 
the uncertainty and inadequacy of those allowances, and because material re-
wards of this type were central to all incentive systems. In Laos, it was observed 
that managers of road construction units bartered with farmers in the vicinity of 
the road construction in order to acquire food for the employees. Factory man-
agement in the Vinh Phu case was also observed to barter for food for their em-
ployees.  

Comments:  
Modern management knowledge rests upon an autonomous employee as-
sumption. This assumption rests upon the validity of other assumptions: 
(i) The industrialised living conditions assumption. The living conditions of 
the employees are assumed to make it possible for the employees to be in time 
for work and to be able to work hard during work-hours. (ii) The industrial-
ised public transport system assumption. The public transport system is as-
sumed to be designed to make it possible for the employees to travel to and 
from work in an effective way. (iii) The industrialised consumer market as-
sumption. The consumer market is assumed to be arranged so that industrial 
workers can purchase food and whatever they need after work. It is an indus-
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trialised consumer market. (iv) The adequate payment assumption. Wages 
and salaries are also assumed to be adequate for the employees to live on.  

The resemblance to a factory village 
All in all, the large industrial enterprises in the study resembled the traditional 
factory village at the time of the Industrial Revolution in Sweden. In addition to 
the factory, the villages provided schools, housing, streets, lighting, systems for 
supply of drinking water and much more that is provided by the municipality or 
state in Sweden. They were also much more self-reliant in goods and services 
than a Swedish enterprise normally is. 
It was part of the factory village conditions that the managerial responsibility 
resembled that of the management of a traditional factory village: the top man-
ager was a “squire”. His power over the employees outside factory gates was 
much bigger than that of a contemporary Swedish manager’s. The “squire” im-
age of the manager was also evident in his social role outside work: he or she 
was closely involved in the subordinates’ social life after work. He was present 
at their weddings, funerals and at many other social events. 

The image of the enterprise was different in the host countries 
In addition to the feasibility problem, there was an acceptability problem con-
nected with the applicability of a business policy in compliance with the “don’t 
be a ‘Jack of all trades’” message: the image of the enterprise was different in 
the host countries. An enterprise was embracing more functions by definition, 
and it was difficult to achieve an acceptance for business policies that resulted in 
a very specialised and stripped production unit.  
This difference in enterprise concept was made particularly evident in the TPCC 
case. The expatriate enterprise management had tried to delegate some auxiliary 
activities to independent enterprises, but this attempt met resistance from the 
Tanzanian authorities, because “(I)n this country it is expected that the enter-
prise takes care of its employees. Schools, houses and transports etc. And the 
managers are provided with cars. The enterprise is expected either to run a can-
teen or to give food allowances. There should be a certain amount of health care. 
Transport to work and back home has to be arranged etc. It is a bit like it was in 
Malmberget 25 years ago. It is the idea of the factory village. This is valid for all 
larger industries in the country. We have tried to change it. We have hired inde-
pendent companies to take care of the transport to the workplace and back home. 
The board opposed this. They said that this was something the company ought to 
take care of itself.” 
A difference in image of the enterprise was also manifest in the economic poli-
cies pursued. The enterprises were elements of the state apparatus in the host 
countries. It follows that the enterprise is made a vehicle for state policies – and 
this made the enterprise embrace functions that are dealt with by the public sec-
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tor in a country like Sweden. This added to the problem of getting acceptance 
for a business strategy based upon the “don’t be a ‘Jack of all trades’” message.  

Comments: 
The image of the enterprise underlying modern management knowledge is 
modelled on the liberal model. It is assumed to be a specialised production 
unit (the specialised production unit assumption), and this image is made 
valid in a supportive business environment – and in a competitive business 
environment (a supportive business environment assumption and a competi-
tive business environment assumption). There must be other enterprises to 
delegate auxiliary functions to, and the specialisation advantage must be an 
important route to success and survival in the business game.  

Core normative messages and implicit assumptions questioned 

The open-ended search for implicit assumptions questioned when modern man-
agement knowledge i applied in developing countries that was carried out in this 
chapter resulted in the identification of yet another core normative message: the 
“don’t be a Jack of all trades” message. It also resulted in the identification of a 
veritable “swarm” of implicit assumptions, attached to the different normative 
messages (see table below). 
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The adequate payment assumption 
The autonomous employee assumption 
The capable employee assumption  
The competitive business environment assumption 
The industrialised electricity system assumption 
The industrialised information assumption 
The industrialised infrastructure assumption  
The industrialised telecommunication system assumption 
The industrialised time perception assumption 
The industrialised transport system assumption 
The industrialised work-ethos assumption 
The negligible climate assumption 
The non-interventionist state assumption 
The peace and political stability assumption 
The predictability assumption 
The specialised production unit assumption 
The supportive business environment assumption 
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The adequate payment assumption 
The autonomous enterprise assumption 
The industrialised family assumption  
The industrialised information assumption  
The non-interventionist state assumption 
The stewardship assumption 
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The adequate payment assumption 
The autonomous employee assumption 
The capable employee assumption 
The democratic authority pattern assumption 
The industrial tradition assumption 
The industrialised consumer market assumption 
The industrialised education system assumption 
The industrialised living conditions assumption 
The large industrial sector assumption 
The monetarised economy assumption 
The negligible bureaucracy assumption 
The non-interventionist state assumption 
The The “organisation man” assumption  
The specialised production unit assumption 
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The competitive business environment assumption 
The impersonal business assumption 
The negligible bureaucracy assumption 
The non-interventionist state assumption 
The stewardship assumption 
The voluntary business assumption 
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The adequate payment assumption 
The autonomous employee assumption 
The competitive environment assumption  
The industrialised consumer market assumption 
The industrialised education system assumption  
The industrialised electricity system assumption 
The industrialised infrastructure assumption 
The industrialised living conditions assumption 
The industrialised public transport system assumption 

 

Table 4: Implicit assumptions questioned when the different core norma-
tive messages are introduced and applied in the cases studied 
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Even a quick glance at the swarm of assumptions identified in this way implies 
that a transfer of management knowledge to developing countries is something 
of a “mission impossible” – or at least a mission that can be expected to be quite 
time-consuming and combined with many stumbling blocks. The design and 
implementation of such transfer of management knowledge programmes must 
be based upon a recognition of this basis of implicit assumptions – either by ad-
justing managerial practices to fit other, more valid assumptions, or by attempt-
ing to change conditions in the recipient societies so that they fit these assump-
tions.  
It is also evident that there is a resemblance between several of the assumptions 
identified and different elements of the cognitive culture, which have been iden-
tified previously in cross-cultural management research. There were, for in-
stance, several assumptions that refer to qualities of the organisation, of the em-
ployee, and of the manager.  
The next step in the analysis is to search for patterns in the swarm of assump-
tions by delving deeper into this resemblance. 
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Chapter 5: Identifying normative messages behind 
modern management knowledge

Chapter 6: Developing a pre-understanding of 
problems/cultural clashes

Conclusions about the cultural basis of 
modern management knowledge

Images
Basic assumptions and 
Corroborating conditions

Chapter 7 & Appendix 1: Case description
and analysis in search of implicit 

assumptions questioned

Chapter 8: Identifying a paradigm 
questioned

 

Figure 28: The implicit assumptions questioned 
are re-categorised in search of elements of the 
cultural basis of modern management knowl-

edge 

8 A paradigm questioned 
The empirical part of 
this study is designed to 
be a search for implicit 
assumptions that are 
questioned when 
modern management 
knowledge is introduced 
and applied in non-
industrialised Third 
World societies. This 
search was carried out 
in a relatively open-
ended way in the pre-
vious chapter, which 
resulted in the identi-
fication of a veritable 
swarm of such assump-
tions. In this chapter, an 
attempt is made to carry 
the search one step fur-
ther and to search for a 
more general pattern in 
that swarm of assump-
tions. 

A paradigm approach 
is employed in the 
search  

As mentioned in chapter 
4, the analysis proce-
dure used in this search is inspired by Schein’s (1997) paradigm approach to the 
cultural basis of management practices. Such paradigms comprise a restricted 
number of basic assumptions that are essential to the logic behind the manage-
ment practices pursued. It is also part of the paradigm approach that these basic 
assumptions are the results of learning from experiences. They are interpreta-
tions of experiences from management-in-action in the past and the validity of 
these interpretations is continuously assessed through renewed experiences from 
management-in-action. If the environmental conditions change, experiences 
from management-in-action will eventually result in a changed paradigm too. 
The proposition here is, however, that the basic assumptions embedded in mod-



 194

ern management knowledge are corroborated by experiences in the Western, 
industrialised societies. 
Hence, the assumption swarm is analysed in a search for basic assumptions em-
bedded in modern management knowledge, and their roots in experiences from 
management-in-action.  
It should be noted that the employment of the paradigm approach in the search 
for a pattern in the assumption swarm was decided after the search had com-
menced. The usefulness of this approach was rather indicated by a pattern that 
emerged unobtrusively out of a re-categorising and re-coding process. It was 
also part of the pattern that emerged that the different basic assumptions identi-
fied were attached to a number of images of management relevant phenomena.  
One aim of this chapter is, thus, to identify a paradigm of basic assumptions em-
bedded in modern management knowledge, together with its environmental 
roots. This paradigm is held to be at the very heart of a perspective on modern 
management knowledge as a cultural phenomenon. This perspective is devel-
oped in the frame of reference of the study. A second aim of this chapter is to 
present the perspective developed, including the paradigm and its environmental 
roots (cf. the purpose of the study).  

Images, basic assumptions and environmental conditions 

The search for a more general pattern in the assumption swarm already identi-
fied was carried out through an iterative procedure of re-categorising and re-
coding. As implied in the figure above, this procedure was intended to result in 
an image of the cultural basis of modern management knowledge. Gradually, a 
pattern comprising three different components also emerged from this process:  
(i) It was almost instantly recognised that different assumptions could be 
grouped together as assumed qualities of the same phenomenon. These assumed 
qualities were parts of a more general image of the phenomenon.  
The employee was, for instance, such a phenomenon. In the clustering procedure 
it was recognised that some of the assumptions in the assumptions-swarm were 
assumed qualities of the employee; they were basic elements of an image of the 
employee. With this recognition of the image of the employee as a second kind 
of denominator, or coding category, an attempt was made to identify other “im-
age—assumed qualities” constellations in the assumption swarm. The crucial 
question was “what about this assumption, which phenomenon in reality does it 
fit in with?”  
A pattern of such constellations also emerged from the clustering and coding 
procedure. In the beginning, the pattern was quite tentative to its character, and 
often changed. Gradually, a more stable pattern did, however, emerge.  
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(ii) It was evident that the remaining assumptions in the swarm pointed to differ-
ent taken-for-granted environmental conditions that are crucial to the perceived 
validity of the different basic assumptions identified. The basic assumptions 
embedded in modern management practices are interpretations of experiences 
from management-in-action in an environment characterised by such environ-
mental conditions, and renewed experiences from management-in-action in that 
environment corroborate the validity of the basic assumptions. These taken-for-
granted environmental conditions were labelled corroborating conditions, and 
the relationships between these corroborating conditions and the basic assump-
tions are analysed in a qualitative, reasoning way. 
Eventually, the categorising and coding procedure resulted in a pattern with fif-
teen basic assumptions and twenty-four corroborating conditions. The basic as-
sumptions could be clustered in groups related to six different images: (i) the 
image of time, (ii) the image of employee, (iii) the image of the manager, (iv) 
the image of the state, (v) the image of the enterprise, and (vi) the image of the 
business relation. What is proposed is that the basic assumptions identified com-
pose a culture-contingent paradigm at the basis of modern management knowl-
edge. 
This pattern is presented below as a structure on three levels, starting with im-
ages at the overarching level, basic assumptions at the second, and corroborating 
conditions at the third, italicised, level. It should be noted that since the same 
corroborating conditions can refer to different basic assumptions, they are there-
fore mentioned several times in the presentation of the paradigm. 

The image of time 

The image of time stands out as a culture-contingent image that is the source of 
cultural clashes when modern management knowledge is introduced and applied 
in developing countries. There are, in particular, two basic assumptions that ap-
pear to be questioned in the problems remarked upon in the cases: the predict-
ability assumption and the time-is-money assumption.  

The predictability assumption 
A common theme in all cases was that the predictability of all relevant and re-
lated activity was lower than in Sweden. This made reliance on planning, and on 
systematic decision-making in general, questionable. It also makes evident the 
importance of a predictability assumption to the logic behind a reliance on the 
planning approach as a basis for “appropriate” managerial behaviour that is em-
phasised in modern management knowledge, and labelled the planning impera-
tive in this study. The predictability assumption is also crucial to the logic of all 
managerial decision-making models based upon the perfect rationality model, 
since it is part of this model that future options and eventualities are assessed 
and turned into decision-making relevant data.  
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The assumptions questioned in the cases studied pointed to different predictabil-
ity generating conditions in the socio-economic environment of a mature indus-
trialised society like Sweden. These are important corroborating conditions that 
make experience from management corroborate the validity of the predictability 
assumption, and they are taken-for-granted in modern management knowledge. 
The industrialised body of information 
One such predictability generating condition is the existence of a rich and reli-
able body of management relevant data and information (the industrialised in-
formation assumption). Such a body of management relevant data and informa-
tion is crucial to the predictability assumption, because the future is very much 
seen in the light of the past. Rules and regular patterns derived from historical 
data indicate future events and conditions.  
In a mature industrialised society like Sweden, a vast body of data and informa-
tion relevant for the management of enterprises is also likely to exist. A major 
reason for this is the future orientation of industrial production. To put it another 
way: it is in the “logic of industrialism” that the future can be predicted, and data 
relevant to management are therefore gathered and analysed, at the levels of the 
process, the enterprise, the industry and the society as a whole.  
It is also part of the picture that the reliability of the data and information for 
managerial decision-making and planning is crucial to the perceived validity of 
the predictability assumption, and in the extension to a reliance on systematic 
planning and decision-making – because all systematic planning and decision-
making is subject to Gigo’s law: if the quality of the input is low, the quality of 
the outcome is also low. Since people, including managers, learn from experi-
ence, such a lack of reliable data and information will eventually result in a low 
endorsement of the predictability assumption, with negative consequences for a 
reliance on planning and systematic decision-making as a managerial tool, and 
responsibility.  
In a mature industrialised society such as Sweden, the reliability of the data and 
information used in managerial planning and decision-making is continuously 
assessed through management in action. If the outcome of plans and decisions 
turns out to be different from what was foreseen, then this feeds back on the 
body of data and information in a constant search for increased reliability. Not 
least, since the survival of an enterprise hinges on its ability to use and allocate 
enterprise resources in an efficient way.  
In a developing country, on the other hand, the same amount and reliability of 
management-relevant information cannot be assumed. There has been neither 
much need for such information, nor opportunity to create a corresponding in-
dustrialised body of data and information. The cases studied also imply that 
business conditions change rapidly in developing countries.  
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The industrialised infrastructure  
Another prominent predictability generating element in an industrialised envi-
ronment like that in Sweden, is the infrastructure (the industrialised infrastruc-
ture assumption).  
The infrastructure is a concept that is used to identify and analyse how the con-
ditions outside industrial premises facilitate or hinder the efficiency of the pro-
duction, and also how conditions facilitate and hinder business in general. There 
is no general agreement on what is to be included in the infrastructure. The as-
sumptions that are questioned in the cases studied indicate, however, three im-
portant predictability-generating elements of the infrastructure as a whole: an 
industrialised transport system, an industrialised electricity system, and an in-
dustrialised telecommunication system. 
The industrialised transport system 
An effective and reliable transport system is central to the efficiency of modern 
industrial production. It is a question of the feature of mass-production in indus-
try, and the need for a continuous, substantial and reliable stream of goods that 
follows from this feature. Raw material and other inputs must be transported to 
the enterprise site, and finished goods must be transported to distant markets. 
The efficiency of the production thus hinges on the capacity and reliability of 
the system for transporting such goods.  
The successive development of the transport system has also been a core ele-
ment in the industrialisation of the environment in industrialised societies such 
as Sweden. The system has successively evolved to meet industry’s demands for 
increased capacity and reliability. This transport system is part of the naturae 
artificielle that has emerged with industrialism. It is a system that works with a 
machine-like efficiency and reliability and almost independently of weather 
conditions and other forces of nature (the industrialised transport system as-
sumption). This machine-like efficiency and reliability of the transport system is 
a taken-for-granted condition behind the perceived validity of the predictability 
assumption. 
The same efficiency and reliability cannot, however, be taken-for-granted in a 
developing country, where the demands for an industrialised transport system 
have not worked in the past, and where the standard of the road system and of 
the fleet of vehicles is inferior to that in a mature industrialised society like 
Sweden. As indicated in the cases studied, this makes breakdowns, delays and 
general unpredictability the norm in a developing country context. 
The industrialised electricity system 
An efficient and reliable system for the distribution of electric power is crucial 
to predictability in an industrialised society (the industrialised electricity system 
assumption). Such power has been an important input in industrial production 
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ever since the beginning of the twentieth century, when the electric engine sub-
stituted the steam engine as the source of power in industrial production proc-
esses. Industry is a major consumer of electric power in industrialised societies, 
and this has made industry’s demands for an effective and reliable supply of 
electricity central to the design and development of the system for its distribu-
tion.  
In “old” industrialised societies such as Sweden, the supply of electric power is 
normally provided through a national grid. The efficiency and reliability of this 
supply has been successively increased to match the demands of industry in a 
competitive business environment. It is also part of the picture that the demands 
of industry are given high priority if something actually happens that threatens 
the supply of such power. This is an important basis for the realisation of the 
predictability assumption. 
In a developing country, the same stability and sufficiency of electric power 
supply cannot be taken for granted. If there is a national grid at all, this is less 
machine-like and reliable than the corresponding grid is in Sweden. Sudden and 
frequent breakdowns in the supply of electricity are more-or-less the norm. In 
the least developed countries, and in very remote parts of developing countries 
in general, an enterprise may be forced to rely on its own resources for the nec-
essary electric power, by including a diesel-fuelled generator in the organisation 
set up. But it was remarked in the cases that this did not guarantee a stable sup-
ply of electric power, because it made enterprises dependent on the import of 
diesel, and this import was combined with much uncertainty – due to the general 
scarcity of foreign exchange (the relative abundance of foreign exchange as-
sumption). 
The industrialised telecommunication system 
A well-developed telecommunication system is part of the infrastructure that has 
evolved in the Western, industrialised societies (the industrialised telecommuni-
cation system assumption). The lack of such a system was remarked upon as a 
source of uncertainty in the cases studied.  
A lack of efficient telecommunications makes it difficult to communicate with 
suppliers and service-firms when so needed. Enterprise management do not 
know if and when spare-parts and assistance are available. This is a particular 
problem when enterprises are located beyond walking distance to suppliers. It is 
also a problem in the co-ordination and communication of an organisation’s op-
erations – and in particular when the organisation is spread over a larger geo-
graphical area.  
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The industrialised work-ethos 
The industrialisation of environmental conditions includes the industrialisation 
of the work force. Over the years, the work force in a mature industrialised soci-
ety such as Sweden has developed features matching the needs of industry. 
One such feature is an industrialised work-ethos. The work force has internal-
ised norms and codes of conduct in line with industry’s demands – including the 
demands for predictability. It makes employees behave in a machinelike and 
highly predictable way (the industrialised work ethos assumption). 
The same predictability generating work-ethos cannot be expected to exist in a 
developing country. Not least because of the small size of the industrial sector. 
There has not been much demand for an industrialised work-ethos (the large in-
dustrial sector assumption). 
The industrialised education system 
The industrialisation of the work-ethos works in many ways. One way is 
through norms and codes of conduct conveyed by the educational system – this 
system may be seen as a powerful mechanism for the conveying of industrial-
ised norms and codes of conduct. During school years, the individual is taught 
the obligation to go to work every day, the habit of working according to time 
schedules, and the virtue of punctuality. These norms and codes of conduct 
make the work force in industry work and behave in a machinelike, predictable 
way, and this is something that adds to the validity of the predictability assump-
tion (the industrialised education system assumption). 
In developing countries with a low percentage of people with primary education, 
this may prove to be a major problem because it cannot be assumed that the em-
ployees have internalised the predictability generating industrial norms and 
codes of conduct conveyed in the school system. 
The adequacy of payment 
Another vehicle for the internalisation of an industrial work-ethos is the system 
of incentives. It was a common remark in all cases that the low wages and sala-
ries paid to managers and employees were a major managerial problem. This 
meant that the urgent need for an additional income and/or for a private home-
stead became an element in the local work culture. This runs counter to an in-
dustrialised work-ethos stressing the obligation to be at work during work hours 
and the virtue of punctuality, not least since the additional income or the private 
homestead was, in several of the cases, of greater importance for the standard of 
living in total for employees than the payment received for “ordinary” work in 
the enterprises. 
This points to the importance of the adequacy of wages and salaries as a condi-
tion that promotes an industrialised work-ethos with its emphasis on punctuality 
and predictability: managers and workers must be paid salaries and wages that 
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are sufficient to enable them be able to afford to respect work hours and to in-
vest time and effort in working hard in the interests of the enterprise that hires 
them. The need for an additional income or the need to attend to a private 
household must not be so urgent that industrialised codes of conduct are ques-
tioned (the adequate payment assumption). 
By extension, one may also see the adequacy of wages and salaries paid as a 
consequence of industry’s demands for stability and predictability. Owners of 
industries cannot afford to pay wages and salaries that are so low that the effi-
ciency of operations is obstructed by an urgent need for an additional income. 
The industrialised consumer market 
Another condition in the environment that is a basis for the development of an 
industrialised work ethos is the industrialising of the distribution system – and in 
particular an industrialising of the consumer market, i.e. the development of a 
system for the distribution of food and other necessities that is designed to serve 
full-time industrial employees. In an industrialised society like Sweden, such an 
industrialised consumer market has been part of the industrialised environment 
for a long time. The employees are expected to be able to acquire whatever they 
need on their own and after work-hours. This makes it possible to focus on work 
during work-hours (the industrial consumer market assumption). 
The situation was quite different in the cases studied. The supply of goods on 
the market outside the enterprise was quite unreliable and shopping was quite 
time-consuming. This was a source of unpredictable absence – in particular 
since the local market was open only during work hours. The employees had to 
spend work-time on searching for commodities in the local market, and to seize 
the opportunity when some essential commodity was available. It was also re-
marked that the general unreliability of the market supply made a private home-
stead necessary – and of central importance to the life situation of the employee. 
This ran counter to the demands of industry for punctuality and for predictabil-
ity.  
The industrialised family 
The family unit in the industrialised societies is no longer the extended family 
that carries with it a wide social responsibility. It is rather the nuclear family of 
parents and a couple of children (the industrial family assumption). The ties with 
the extended family have been more-or-less cut, and the responsibility for the 
welfare of relatives is restricted. It is also part of the picture that the industrial 
organisation has developed into a core social institution in industrialised socie-
ties. Relations at work are more important than relations to distant relatives (the 
industrialised status system assumption). 
This is not the case in developing countries. The cases point to the great impor-
tance of the family and relatives in the lives of the employees, and managers. 



 201

Part of the picture is also that the industrial enterprise is an anomaly in social 
life. The most important social institution is the kinship network. It was re-
marked that the employees lived their real lives in the bosom of the family, and 
that their loyalty to the family overshadowed the obligation to be present at 
work during work hours. Hence, this is also the context where their prime loyal-
ties lie. If something happens in the family, the employee can be expected to 
drop whatever he/she is doing at work to go home.  
The problem of unforeseen absence that followed, was ameliorated by a substan-
tial over-manning, but it was also remarked that the acceptance of absence was 
detrimental to work moral. 
The supportive business environment 
In an “old” industrialised market economy such as Sweden, a supportive busi-
ness environment has evolved over the years, arising out of the demands of in-
dustry and to the advantages of specialisation in a market context. Such an envi-
ronment is composed of suppliers and service firms that offer assistance on an 
almost instant basis when something breaks down or is otherwise needed in an 
enterprise. Such firms are and that are properly equipped for this task. Produc-
tion processes may proceed in an almost uninterrupted way, and plans do not 
normally fail even if something breaks down, because the supportive environ-
ment makes sure that problems are fixed almost immediately. It may be con-
cluded that a supportive business environment is an important predictability 
generating condition in an industrialised society (the supportive business envi-
ronment assumption). 
In developing countries, where industrial production is more of an anomaly in 
the economy as a whole, a supportive business environment has had neither 
cause nor opportunity to evolve. Instant assistance cannot be expected in the 
same way as in Sweden. A long delivery time for spare parts and for almost all 
industrial goods was a common uncertainty-generating condition in all cases.  
The history of non-interventionist state policy  
A dependency on decisions made at a central authority level was remarked upon 
as a general source of uncertainty in all the cases studied. It was observed that 
decisions that were of central importance for the efficiency of the operations 
managed could be made without prior information to the enterprise management 
and could be decided in an unforeseen way.  
This points to a major predictability-generating condition in an industrialised 
market economy like Sweden: that the central authorities do not try to manage 
the economy through direct intervention in the business game, but rely on the 
“invisible hand” of the market forces to do the job of allocating resources in the 
economy. For business enterprises, the pursuit of such a non-interventionist state 
policy drastically reduces the importance of decisions made by central authori-
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ties, and by extension the uncertainty that derives from them. The role of the au-
thorities is to generate predictability and certainty in a liberal economy, thereby 
contributing to the perceived validity of the predictability assumption (the non-
interventionist state assumption).  
It is also part of the market economy context that follows from such a non-
interventionist policy that the importance of single decision-makers’ individual 
considerations and actions is reduced. Conditions in the economy are the result 
of market forces, and they change due to these market forces (the competitive 
business environment assumption). This stabilises the conditions of business and 
makes the future more predictable than when the central authorities interfere in a 
direct way to change and manage the business game. 
The market context condition, including a non-interventionist state assumption 
is the basis for the business game in Western, industrialised societies like Swe-
den. This is largely because history has shown that a reliance on market forces 
as a wealth-generating and resource-allocating mechanism has been successful. 
But also because the many-sellers-many-buyers assumption behind the logic of 
such a reliance is close to reality of business in these societies.  
In developing countries, on the other hand, the same taken-for-granted govern-
mental reliance on the market forces and on the rationality of pursuing a non-
interventionist state policy must be questioned. The economic policies pursued 
in all countries in the cases studied were gradually made more market-oriented. 
But it was also remarked that old structures remained, and that there was an evi-
dent reluctance to let go of the power to intervene in the business game. There 
was no history of economic growth combined with a reliance on a market 
mechanism that motivated reliance on a non-interventionist state-policy. This 
points to the legitimising power of a history of positive experiences of a reliance 
on the market forces as an alternative to the legitimacy of administrative deci-
sion-making.  
The negligible bureaucracy 
Related to the non-interventionist state policy is the importance placed on trans-
parency and impersonality of the administrative system in economic life. These 
systems are supposed to guarantee stability and predictability in the economy, 
not to be a source of uncertainty and unpredictability. 
In old market economies like Sweden, the administrative system has also 
evolved into a transparent, impersonal and well-oiled bureaucratic machinery. 
Very little attention is paid to it in modern management knowledge, and in man-
agement-in-action at an enterprise level. In general, it generates very little un-
predictability (the negligible bureaucracy assumption). 
But the same systems do not work in this way in a developing country. It was a 
common remark in the cases studied that the bureaucratic system was a major 
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source of uncertainty and unpredictability. In particular, it was remarked that a 
dependency on decisions in the bureaucratic system made the supply of raw ma-
terial and of spare-parts unreliable, and that this made the management of rela-
tions with bureaucrats crucial to the effectiveness of the enterprise operation.  
The negligible weather 
The weather conditions in the Western, industrialised part of the world are quite 
predictable and changes are normally “moderate”, at least compared with condi-
tions in tropical, developing countries. This adds to the image of the future as 
predictable. Management does not normally need to consider the possibility of 
drastic changes in the weather (the negligible weather assumption).  
The history of peace and stability 
Warfare and political instability were referred to as sources of general uncer-
tainty and unpredictability in the cases studied. It was something that could 
wreck all plans at the enterprise level. This points to the importance of peace 
and political stability as a basis for the reliance on the planning approach in 
modern management knowledge (the peace and political stability assumption) 

The time-is-money assumption 
It is possible to identify yet another basic assumption attached to the image of 
time in the comments made in the cases studied. This is the time-is-money as-
sumption. This assumption “surfaces” in two ways in the comments made. 
Firstly, it was evident in the remarks that managerial decision-making was not 
carried out with the same economic rationality as in Sweden. In particular, it 
was remarked that the cost of capital did not have the same weight in such deci-
sion-making. This cost of capital is at the heart of the image of rational manage-
rial decision-making conveyed in modern management knowledge. It is most 
evident in capital budgeting models, where the cost of capital is the criterion for 
profitability, and thus for decisions to invest or not. But a consideration of the 
cost of capital is basic to the image of economic rationality in general, and, as 
such, to the image of appropriate managerial decision-making. It is central to the 
perfect rationality ideal conveyed in modern management knowledge. The cost-
of-capital is expressed in interest terms, and as such it is a function of time: in-
terest accumulates day-by-day and minute-by-minute, in a steady, uninterrupted 
way. 
Secondly, the Swedish managers were quite annoyed with a lack of “feeling” for 
the virtue of punctuality with, in particular, the local managers and officials in 
the administrative system. They were very often late for meetings, and this was 
considered to be a waste of time. This points to the importance of the time-is-
money assumption as a part of the managerial work-ethos that is conveyed in 
management training in Western, industrialised societies like Sweden. 
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Different reasons were mentioned in the cases studied for the lack of attention 
paid to cost of capital, and for the lack of “feeling” for punctuality. These rea-
sons point to conditions that make the time-is-money assumption valid, and im-
portant, as a basis for modern management knowledge. 
The history of non-interventionist state policy 
One reason mentioned for the lack of attention paid to the cost of capital in 
managerial decision-making in the cases studied was that economic resources 
were allocated through administrative decisions, and that such administrative 
decisions were not based upon cost-of-capital considerations. They were rather 
based upon social and/or political considerations.  
This points to a taken-for-granted condition behind the rationality concept em-
bedded in modern management knowledge: that the central authorities pursue a 
liberal, non-interventionist state policy, and do not intervene with normal busi-
ness (the non-interventionist state assumption). A common political denomina-
tor of Western, industrialised societies is also that the governments pursue eco-
nomic policies that are modelled on the liberal economic model, which means 
that they endorse and pursue non-interventionist state policies.  
A crucial aspect of such non-interventionist state policies is that there is no cen-
tral authority guaranteeing the survival of the individual enterprise in the busi-
ness game. This makes the consideration of the cost of capital essential to the 
logic behind managerial decision-making in modern management knowledge, 
with its basis in industrial production. A characteristic trait of industrial produc-
tion is that it demands substantial capital outlays, and such outlays are financed 
with borrowed capital to a great extent. Borrowed capital carries a cost in terms 
of interest. Every single day, and every single minute adds to the cost of capital 
borrowed. And managerial decision-making must recognise the necessity of 
paying this interest. This is a reason for a close intertwining of money and time 
as a basis for rational managerial decision-making. It is also part of the picture 
that owners demand a return on their capital invested that is measured in the 
same way as interest. This contributes to the validity of the time-is-money as-
sumption in modern management knowledge.  
It cannot, however, be taken-for-granted that governments in developing coun-
tries endorse and pursue economic policies of the same kind. There is not the 
same political tradition of relying on the market mechanisms and of refraining 
from direct intervention in the business game. Central authorities can be as-
sumed to be inclined to attempt to manage the economy through direct interven-
tion and through decisions on the allocation of resources. As mentioned in the 
cases studied, this may make lobbying for resources more rational than to carry 
out capital budgeting, which would be based upon very insecure figures any-
how. In the Western, industrialised countries all figures used in capital budget-
ing and decision-making are much more certain, which promotes a reliance on 
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such systematic decision-making, including cost-of-capital considerations (the 
industrialised information assumption).  
The industrialised work-ethos  
A virtue of punctuality is a core element in an industrialised work-ethos. A fun-
damental reason for this is that industrial production is based upon a highly so-
phisticated division of labour. This makes punctuality crucial to efficiency, be-
cause if a single work-task is not performed as planned, the effectiveness of the 
entire system of divided work-tasks may suffer. Absence and lack of punctuality 
is closely related to costs, and thus to money, in such a system of division of la-
bour.  
It was remarked that the local managers did not share the Swedish managers’ 
strong commitment to punctuality. It was suggested that this was a matter of dif-
ferences in the image of time: the local managers did not consider a lack of 
punctuality to be a waste of time. It made the Swedish mangers quite annoyed 
when managers, and administrators, were later for meetings. This points to the 
importance of a time-is-money assumption as an embedded part of an industrial-
ised work-ethos (the industrialised work-ethos assumption). It also makes evi-
dent that the same industrialised work-ethos cannot be expected to prevail in a 
developing country, neither at the employee level, nor the managerial one. 
A contributing problem remarked upon was that the employees did not have pri-
vate watches. This points to the importance of clock time as a basis for punctual-
ity (the industrialised time perception assumption). Clock time is precise and 
lacks “stretch”. It is also part of this picture that the whole fabric of social activ-
ity in the Western, industrialised societies is structured around clock time. A 
fundamental reason for this is that the division of labour has penetrated deep 
into these societies, and that this requires clock time to work.  
The negative consequence of unforeseen absence, which was partly due to the 
lack of punctuality, was reduced in the cases studied by heavy over-manning. 
But it was also commented that this was detrimental to the development of an 
appropriate work-ethos within the local work force. 
The adequacy of payment 
Another, and even more fundamental, reason for the lack of punctuality re-
marked upon in the cases was the inadequacy of salaries and wages. The em-
ployees, and the managers, simply could not afford to give the highest priority to 
work hours. To survive, they had to have an additional income, and this was a 
source of split loyalty, lack of punctuality and unforeseen absence.  
This points to the key role of the incentive system in the development of an in-
dustrialised work-ethos, including the virtue of punctuality as a core component 
of that work-ethos. Wages and salaries must be adequate to motivate loyalty, 
punctuality and presence (the adequate payment assumption).  
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The industrialised transport system 
A well developed and reliable transport system is part of the infrastructure that 
has evolved in mature industrialised societies. Such a system is a crucial pre-
dictability-generating component of an industrialised environment. It also makes 
demands for punctuality feasible, both regarding deliveries to enterprises and 
arrivals to work and meetings. This points to its importance in the development 
of an industrialised work-ethos, including the “feeling” for punctuality (the in-
dustrialised public transport system assumption). 
Such an industrialised transport system was not the case in the cases studied. 
The standard of the transport system was rather a constant source of uncertainty 
and unpredictability, and its unreliability was remarked upon as a reason for the 
lack of importance placed on punctuality in the local managerial codes of con-
duct.  

The image of the employee 

The image of the employee stood out as a second major culture contingent im-
age that was a source of cultural clashes when modern management practices 
were introduced and applied in the cases studied. Three assumed qualities of the 
employee were particularly important as the reasons for such cultural clashes 
when the Swedish managers had attempted to introduce and apply their image of 
appropriate managerial behaviour: the capable employee assumption, the “or-
ganisation man” assumption, and the autonomous employee assumption. 

The capable employee assumption 
It is a core normative message in modern management knowledge that a far-
reaching delegation of responsibility and authority promotes organisational effi-
ciency. The rationality of organisational decision-making is believed to be en-
hanced if employees lower down in the organisational hierarchy have a say in 
the way the enterprise is run. It is also suggested that work-motivation is pro-
moted if the employees are not treated as cogs in a machine, but given the op-
portunity of self-management. It was a common experience in all cases studied, 
however, that a delegative management style was fraught with problems. One 
problem was that the subordinates simply were not capable of taking the respon-
sibility delegated. They did not have the skills and experience needed. This 
called for a much more centralised decision-making process than the Swedish 
managers were used to. 
It can be concluded that the emphasis on delegation as a path to organisational 
effectiveness that is part of modern management knowledge hinges upon a ca-
pable employee assumption. It was also evident from the assumptions ques-
tioned that this capable employee assumption is made valid by conditions in a 
mature industrialised society such as Sweden.  
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The industrial tradition 
One such condition is the general “technological nature” of the society. The citi-
zen of an industrialised society grows up in an environment filled with techno-
logical gadgets of all kinds: even the toys the children play with contain modern 
technology. Hence, the individual internalises a basic technological know-how 
in his/her early years, which includes learning how technical gadgets and de-
vices function, and how to repair and manage them to keep them running. This 
is a know-how that the individual carries with him/her to the work place. It is a 
matter of an industrial or technological tradition that is a basis for an implicit 
familiarity with modern technology (the industrial tradition assumption).  
In developing countries, this industrial tradition condition is not available. The 
industrial sector is normally quite small – at least in the least developed develop-
ing countries – and the “technologisation” of the society has not advanced very 
far. This is a general problem when modern technology is introduced, since the 
employees cannot be assumed to have the most basic technological capabilities 
that employees in industrialised countries normally have.  
The industrialised educational system 
Another condition is the educational system. It is part of the industrialisation of 
the environment that institutions have evolved, which are designed to provide 
industry with employees trained in various relevant trades (the industrialised 
education system assumption). This includes vocational training.  
The vocational training system may be regarded as a consequence of a feature of 
industrial production: the professionalisation of all work tasks, generated by the 
increased technologisation of production processes, and of the increased com-
plexity of the administrative processes. There is a trend that all work tasks re-
quire specialised and professional knowledge (the professional employee as-
sumption). 
A general lack of professional workers was mentioned as a managerial problem 
in the cases studied. This made delegation difficult, simply because employees 
did not possess the necessary skills and capabilities to carry out delegated work 
tasks. The capability situation made a directive/controlling management style 
more appropriate.  
The large size of the industrial sector 
It may also be argued that the large size of the industrial sector in a mature in-
dustrialised society is another corroborating condition that makes the capable 
employee assumption appear valid (the large industrial sector assumption), be-
cause a second source of industry relevant capabilities comes from on-the-job 
experiences. Such on-the-job experiences are crucial to on-the-job solutions of 
problems. 
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A large industrial sector means that there are many workers and managers with 
experience from industrial work. In societies with small industrial sectors, on the 
other hand, the number of workers and managers with such experience is lim-
ited. And this makes the lack of relevant industrial capabilities a hindrance to the 
applicability of a delegative/participative management style, and a reason for a 
directive/controlling management style. 

The “organisation man” assumption 
Another problem with the delegative management style that was remarked upon 
in the cases studied was a lack of loyalty to the enterprise. There was a constant 
risk that delegated responsibility and authority could be used for private pur-
poses, or for the benefit of a family. This makes evident that the rationality of a 
far-reaching delegation of responsibility and authority rests upon the assumption 
that the sphere of discretion that goes with delegated authority is not abused. 
The employee is assumed to be a loyal “organisation man”. 
This may also be quite a valid assumption in thoroughly industrialised societies 
like Sweden. Different assumptions in the assumption swarm pointed to impor-
tant socio-economic conditions that contribute to the validity of the “organisa-
tion man” assumption in such societies, and that makes the applicability of a 
delegative management style questionable in societies where they do not exist. 
The industrialised family 
The nucleus of social life in a non-industrialised developing country dominated 
by agriculture is the extended family. The individual is part of a social structure 
where social obligations to a great number of relatives are of central importance. 
In a mature industrialised society like Sweden, the dominating family unit has, 
on the other hand, gradually evolved into the nuclear family (the industrialised 
family assumption). Relations with relatives may still be very important to the 
single individual, but their importance is significantly reduced.  
It can be argued that the implied reduction in emphasis of the importance of 
relatives outside the nuclear family unit is part of the industrialisation of the en-
vironment, because the large size of the industrial work organisation makes loy-
alty to the family insufficient as a basis for trust in subordinates. It is also a ne-
cessity for the delegation of authority in an organisation based upon the effi-
ciency of a division of labour that family interests are subordinated to those of 
the company. The employees come from family networks outside that of the 
employer. The loyalty to the extended family is, rather, a threat to the efficiency 
of operations if it is very strong, as implied above. It is therefore in the interests 
of industry that a de-emphasis of the importance of the extended family is pro-
moted. 
A common problem in all cases was, however, the great importance of the fam-
ily and relatives to the employees and mangers. This was a constant threat to the 
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efficiency of operations, because there was always a risk that the employees 
used the discretion delegated to promote the interests of their families and rela-
tives. This, it was argued, called for a directive/controlling management style, 
and a reason to question both the feasibility and the acceptability of Swedish 
management practices. It also made evident the importance of a change in the 
fabric of social relations outside the factory premises as part of the industrialisa-
tion of the environment. 
The adequacy of payment 
The assumptions questioned in the cases studied also point to socio-economic 
conditions in an industrialised society such as Sweden that promote the industri-
alisation of family relations, and indirectly of the work-ethos. One prominent 
condition is the adequacy of wages and salaries paid (the adequate payment as-
sumption). Employees and managers must simply be paid adequately to be able 
to provide for themselves and for their families. Otherwise, their loyalty to the 
employer is bound to suffer.  
That such an adequacy of payment condition is important to the development of 
an industrialised work-ethos was made evident through remarks about the nega-
tive consequences of the low wages and salaries paid in the cases studied. It was 
observed that these were so low that the employees could not live on them. This 
dependency on a supply from the extended family’s homestead that followed 
from the inadequacy of the payment was a source of split loyalty.  
It was also remarked that the cash received through a family member’s employ-
ment in an industrial enterprise was of marginal importance to the economy of 
the extended family. This adds to the spit-loyalty problem, since it reduced the 
relative importance of the wages and salaries received. This points to a funda-
mental problem when incentive schemes based upon the Maslowian message are 
applied in developing countries. Because here the employees cannot be expected 
to satisfy their “higher level” needs at work. The important social structures and 
“significant others” are external to the enterprise, and industrial work is carried 
out solely for the cash-income (the industrialised family assumption).  
The inadequacy of the wages and salaries paid introduced a split-loyalty prob-
lem in another way too: it made an urgent need for an additional income, and/or 
for an additional source of food, an important element in the work culture. The 
employees could simply not afford to focus entirely on work tasks during work 
hours, nor could they afford to be completely loyal to the organisation. It was 
also remarked that the additional income received from some kind of private 
business and the homestead could mean much more to the standard of living 
than the “ordinary” employment in the enterprise/organisation. Hence, it was 
seen to be quite evident where the prime loyalty was placed.  
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The industrialised consumer market 
In a mature industrialised society like Sweden, an industrialised consumer mar-
ket is part of the industrialised environment. The distribution system has evolved 
into an effective and reliable “machine” providing full-time industrial workers 
with what they need, and at times that match industry’s demands for punctuality 
and presence (the industrialised consumer market assumption).  
In a developing country, the same industrialisation of the consumer market is 
not the case. This makes a supply of food from the farm “back home” very 
important as a basis for survival. The industrial worker cannot be certain of 
being able to purchase the food and other life-necessities that he/she needs in the 
market off the factory premises. Hence, the industrial worker depends on a 
supply from their farm. As a consequence, the crucial family unit is not the 
nuclear family, but the extended family back home that guaranteed subsistence. 
This adds to the split-loyalty problem and the problem of applying a delegative 
management style.  
The industrialised social security system 
A crucial condition behind the evolution of the family unit into the nuclear fam-
ily in mature industrialised societies like Sweden is the evolution of the social 
security system. It is the society, not the family, which is expected to provide 
security in such societies (the industrialised social security system). This reduces 
the dependency on the extended family, and makes the nuclear family part of the 
industrialised environment. It is also central to the sense of loyalty to the organi-
sation that is part of the industrialised work-ethos. 
A general lack of social security is, however, characteristic for developing coun-
tries, and this is another fundamental reason for the importance of the extended 
family in the lives of employees and managers. It was remarked in the cases 
studied that there was no social security system worth mentioning which the 
employees could rely on if something unforeseen happened. They had to rely on 
the good will and support of their families and relatives. The great importance of 
the extended family that was remarked upon as a split of loyalty problem in the 
cases studied is a question of mutual benefit. 

The autonomous employee assumption 
It was a common comment in all the cases studied that the managerial responsi-
bility for the total welfare of the employees was greater than in Sweden. The 
enterprises provided the employees with food, with housing, transport to and 
from the enterprise, transport to family events like funerals – and much more 
that is normally outside the scope of managerial responsibility in Sweden. The 
Swedish managers, who apparently endorsed the ”don’t be a Jack of all trades” 
message in their image of appropriate managerial behaviour, regarded this as 
detrimental to organisational effectiveness.  
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This points to a third major assumption behind the image of the employee at the 
basis of modern management knowledge: the autonomous employee assump-
tion. The responsibility, authority and involvement of the management in the 
lives of its employees remain within the premises. Outside these premises the 
employee is expected to manage his/her own affairs. It was stated that it is, in 
fact, a right in Sweden that managers do not interfere in the private sphere of the 
employees. 
The assumptions questioned also indicate conditions in a mature industrialised 
society like Sweden which make the autonomous employee assumption valid 
there. 
The adequacy of payment 
The adequacy of wages and salaries paid to employees and managers in industry 
is one prominent condition behind the development of an industrialised work 
ethos, and thus a condition that promotes the autonomous employee assumption. 
Such an adequacy of payment is also crucial to incentive policies based on the 
Maslowian message. Because non-cash and non-material incentives cannot be 
assumed to be so important as motivators if the employees are not paid suffi-
ciently to cater for their most basic needs (the adequacy of payment assump-
tion).  
It may be argued that it is in the logic of capitalism to minimise all costs, includ-
ing labour costs. But it may also be argued that it is in the logic of industrialism 
not to pay wages that are so low that the efficiency of operations suffers. Wages 
and salaries must be kept at a level that is high enough to promote a sense of 
loyalty to the enterprise, and also to make sure that the employees’ stomachs are 
filled. The adequacy feature of wages and salaries is an industrialised feature of 
the payments paid to full time industrial workers. 
It cannot be taken-for-granted that salaries and wages are set at an adequate 
level in developing countries. The low wages and salaries paid to the employees, 
and to managers, in the cases studied were experienced as a fundamental mana-
gerial problem. As mentioned above, this resulted in a split-loyalty problem, 
which made the application of a delegative management style questionable. It 
also made the quality of work suffer, because “no one can be expected to do a 
good job on an empty stomach.”  
The industrialised consumer market 
It is part of the picture that the employee in a mature industrialised society like 
Sweden can provide for him/herself and for his/her family with the cash pay-
ment received for industrial work. The economy is monetarised, and the em-
ployee can buy the necessary food and other basic commodities in shops in the 
vicinity in exchange for the cash payment received for full-time work in the en-
terprise (the monetarised economy assumption). There is an effective and reli-
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able industrialised consumer market off the factory premises (the industrialised 
consumer market assumption). Management need not bother about the employ-
ees’ needs after work.  
This was not the case in the cases studied. The enterprises were elements in the 
distribution system of the host countries. The payment received for working for 
the enterprises was paid partly in cash and partly in coupons, which the employ-
ees could use to purchase food allowances, and various other goods, at subsi-
dised prices and in the factory shop. But the food allowances distributed in this 
way were neither adequate, nor reliable enough to guarantee the subsistence of 
the employees, nor the efficiency of operations (the adequate payment assump-
tion).  
To promote the efficiency of operations, it was therefore necessary for enterprise 
managements to find ways of providing the employees with additional food. In 
the cases studied, this was often carried out through bartering with products pro-
duced by the factory or services that could be performed with enterprise re-
sources. But it was also remarked that other enterprises could include factory-
owned farms and animal herds, making them resemble the traditional factory 
villages at the time of Industrial Revolution in Sweden.  
The industrialised public transport system 
A common remark in the cases studied was that the enterprises had to care for 
the transport of the employees: most importantly for their transport to the enter-
prise site in time for work and back home again after work, but it was also a 
matter of other transport. It was, for instance, mentioned that the enterprises ca-
tered for the transport of employees to funerals of relatives since funerals are 
very important social events in the lives of the employees.  
This points to the importance of an industrialised public transport system as an 
element in the environment promoting the autonomous employee assumption. In 
an “old” industrialised society such as Sweden, the employees are assumed to be 
able to manage to get to work on their own, and also to be able to travel around 
for other reasons on their own. This is not a managerial problem. An important 
condition behind this assumption is that there is an effective public transport 
system to rely on – one that has developed into an efficient, well-oiled transport 
machinery that promotes industrial efficiency (the industrialised public transport 
system).  
The industrialised living conditions 
The population pattern in mature industrialised societies has evolved to match 
industry’s needs. People are living in urban centres in the vicinity of enterprises 
and can manage to travel to and from work on their own. Urbanisation and in-
dustrialisation go hand-in-hand. It is also part of the picture that the living condi-
tions of the employees permit full-time industry employees to work hard during 
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work hours, and that these living conditions are outside enterprise manage-
ment’s responsibility (the industrialised living conditions assumption).  
The dwelling conditions of the employees were, on the other hand, a managerial 
problem for a variety of reasons in the cases studied. (i) One reason was that the 
quality of work suffered if the employees were already tired when they arrived 
at work. (ii) Another was that there were no places where employees migrating 
to the enterprise area could live. The enterprises had to arrange for the housing 
of “bachelors” arriving from other parts of the countries. (iii) A third was the 
general uncertainty stemming from unreliable public transport. This made it 
necessary to build houses for key personnel in the immediate vicinity of the en-
terprise. 
The lack of proper dwelling conditions was particularly problematic when en-
terprises were located far from urban centres. In such cases the enterprises 
tended to resemble the traditional factory villages at the time of the Industrial 
Revolution in Sweden. They were small societies within society. Managerial 
responsibility also embraced much more than is the case in Sweden, where the 
enterprises tend to be highly specialised production units, located in an urban-
ised environment. 

The image of the manager 

Remarks on problems due to differences in the image of the manager were 
common in the cases studied. There were, in particular, three major assumptions 
about the manager, which were questioned in the cases studied: the democratic 
leader assumption, the primus-inter-pares assumption, and the stewardship as-
sumption.  
These assumptions were, of course, closely related to the logic behind manage-
rial behaviour associated with the democratic leadership ideal. But it was also 
evident in remarks about the rationality of managerial decision-making in the 
cases studied.  

The democratic leader assumption 
The benefits of a democratic, or delegative-participative leadership approach are 
prominently and frequently referred to in contemporary management literature. 
It is argued that such a leadership approach is in line with what today’s employ-
ees demand and expect. It is also suggested that it is a way of enhancing the ef-
ficiency of organisational decision-making, since the total available knowledge 
in the organisation managed is exploited. 
The Swedish managers also attempted to introduce and apply such a delegative-
participative leadership approach in the cases studied. It was part of the modern 
management concept they tried to transfer. But they ran into problems doing so, 
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and the reasons mentioned for these problems point to a number of conditions 
that are taken-for-granted as a basis for a democratic leadership approach. 
The democratic authority structure 
For one thing, it was discovered that the local managers, and authorities, did not 
readily accept the Swedish leadership approach. It was not in line with what they 
considered to be appropriate leadership behaviour. A common remark in all 
cases was also that the local managers were quite authoritarian and autocratic in 
their leadership behaviour, and that the authoritarian and autocratic leadership 
approach of the local managers was part of a larger authority pattern in the host 
countries.  
This points to the importance of a democratic authority pattern as an environ-
mental condition in the Western, industrialised societies where modern man-
agement knowledge, with its emphasis on the democratic leadership approach, 
has evolved, and where it is the state-of-the-art of modern leadership (the de-
mocratic authority structure assumption).  
In a developing country, the same democratic authority structure cannot be 
taken-for-granted. Rather it should be assumed that a more authoritarian and 
centralistic authority structure is the case, and this makes the applicability of 
managerial behaviour in accordance with the democratic leadership question-
able. 
The industrialised education system 
Why and how differences in patterns of authority emerge and evolve are matters 
for discussion and dispute. It is concluded that it is a matter of a complex social 
process with deep historical roots. But the cases studied indicate an important 
and immediate reason for the differences in and development of the pattern of 
authority: differences in the capabilities of the common people.  
Firstly, it is a matter of the standard of general education. The citizen in the 
Western, industrialised, societies of today is well educated. He/she has not just 
primary education; secondary education is more-or-less obligatory. This makes 
an elitist leadership approach questionable, because the administrative and po-
litical elite cannot claim that they possess superior capabilities. This questioning 
of the elitist leadership approach may be regarded as a fundamental reason for 
the questioning of an authoritarian leadership approach at work too. 
Secondly, it is a matter access to a pool of individuals with professional and ad-
vanced training, combined with a need for employees with such capabilities in 
the industry. Over the years, a system of higher education and for vocational 
training has successively developed into a mass-education system that provides 
industry with employees with professional training. This professionalism of the 
employees is a crucial element in the logic behind a delegative/participative 
management style (the professional employee assumption).  
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The education system in the Western, industrialised, societies has successively 
developed to its present standard during the past century. This coincidence in 
time with the development of the industrial system is one reason to regard the 
education system in the Western, industrialised societies as an industrialised sys-
tem. But it may also be regarded as a response to the demands of industry (the 
industrialised education system assumption). Not least since training in profes-
sional skills is based upon reading, and since directives are given in writing in 
large organisations. 
It may also be argued that the need for education is not so highly emphasised in 
traditional, agricultural economies, even though investment in education is part 
of many developing countries’ attempts to modernise. In particular, it may be 
argued that the need for advanced and professional industry relevant training is 
not so emphasised, since there is simply not much demand for such training in a 
society where the industrial sector is very small. This means that the same stan-
dard of education and professional capabilities of the employees cannot be 
taken-for-granted in developing countries as in mature, industrialised societies. 
A lack of capability was also a common remark in all cases. On the one hand, it 
was a matter of the standard of general education, but this was not a major 
managerial problem, apart from in the least developed countries where illiteracy 
made a management by manuals difficult, and where the information feed back 
from operations suffered. A more prominent managerial problem was the gen-
eral lack of individuals with professional and advanced training, and experience. 
This made a centralisation of administrative decision-making inevitable, and 
contributed to an elitist image of authority.  
The history of sovereignty and peace 
The administrative and authority structures in the host countries in the cases 
studied reflected certain legacies of the past. There was, in particular, a colonial 
legacy in the administrative structures. They were in fact developed by foreign 
colonising powers, and as such they were not very democratic in their structure. 
They rather reflected an elitist pattern. It was also was part of the historical leg-
acy that the ruling governments had a past as resistance movements. This had 
consequences for the structures of authority in these countries. Former officers 
in the resistance movement were appointed to be managers and officials in the 
administrative system, and they brought with them an image of authority that 
ran counter to that at the basis of modern management knowledge. This attitude 
derived from the fact that these resistance movements were not set up to pro-
mote democracy in the first place, but to be effective in the struggle against the 
colonial powers, and this was the experience they brought into the management 
of business enterprises.  
By extension, both these legacies point to the importance of a history of sover-
eignty and peace as a condition that promotes the acceptance of the democratic 
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leadership approach at the basis of modern management knowledge. In wartime 
and in occupation, structures of authority tend to be more authoritarian (the 
peace and political stability assumption).  

The primus-inter-pares assumption 
The democratic-participative management style is also motivated by arguments 
of efficiency in modern management knowledge: it is proposed that the quality 
of decision-making is enhanced if those who know “best” about work processes 
and customer relations are involved in decision-making, and that this knowledge 
does not rest with top managers. These must rather rely on the knowledge of 
their subordinates, all the way down to the shop floor, where professional work-
ers are expected to carry out professional work tasks. 
This implies that the manager is not seen to be the one who knows “best” in all 
respects. He/she is rather seen as a professional amongst other professionals – or 
a primus-inter-pares. His/her role in the organisation is motivated by his/her pro-
fessional capabilities as a manager, but he/she is also expected to respect the de-
tailed knowledge of other professionals in the organisation. Hence, managerial 
decision-making should aim at exploiting the capabilities of all members of the 
organisation, including the capabilities of employees low down in the organisa-
tional hierarchy. 
The remarks in the cases makes evident that this is a logic that is questioned for 
different reasons in developing countries. And these reasons point to conditions 
that underpin the same logic. 
The industrialised education system  
A lack of adequate industrialised capabilities among the employees and subordi-
nate managers was a general problem in all cases, including a lack of profes-
sional workers, and a lack of experiences from industrial production. As a result, 
managers simply knew “best”, and there was very little employee capability to 
be exploited. 
This points to the importance of a capable and professional work force as a con-
dition underpinning the primus-inter-pares assumption. The development of 
such a work force is an aspect of industrialisation. The development of industrial 
production has led to an increased technological sophistication, with a concomi-
tant increased demand for professionalism in all industry-related trades. It is part 
of today’s conditions of management in the Western, industrialised societies that 
a manager must rely on the professional capabilities of his/her subordinates, be-
cause he/she cannot learn all the trades necessary for a modern industrial enter-
prise (the professional employee assumption). This can be expected to have left 
traces in managerial thinking in these societies, including in the image of the 
manager.  
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One source of industry-relevant capability and professionalism is the education 
system, and in particular the system for vocational training and for higher educa-
tion. Industry’s demands for professional capabilities are met through a devel-
opment of the education system in mature industrialised societies so that a pool 
of individuals with the corresponding capabilities and professional skills is 
available for recruitment (the industrialised education system assumption). 
The same process of increased sophistication and professionalism can be as-
sumed not to have taken place in developing countries, in particular when the 
industrialised sector is of marginal importance to the economy as a whole, as it 
was in the cases studied. The crucial capabilities in such societies are rather 
those that are relevant for the agricultural and “traditional” sectors.  
The large size of the industrial sector 
The large size of the industrial sector in a mature industrialised society contrib-
utes to the image of the employee as a capable individual, and by extension to 
the image of the manager as a professional amongst professionals (the large in-
dustrial sector assumption). The size of the industrial sector means that there is a 
large pool of individuals with experience from solving problems on the job. 
Such experience is valuable in a competitive business environment, and manag-
ers higher up in the organisational hierarchy have neither the time nor the same 
practical experience to manage the operative activities in a directive and control-
ling way. They must rely on the professional experiences of their subordinates. 
This underpins a professional-amongst-professionals image of the manager.  
In societies with small industrial sectors, on the other hand, the pool of workers 
and managers with practical on-the-job experience is limited. This makes a more 
directive/controlling management style more appropriate, with a more elitist im-
age of the manager as a consequence.  
The industrialised living conditions 
Another, and somewhat different reason to question the primus-inter-pares as-
sumption that was remarked upon in the cases studied, was that managerial re-
sponsibility for the welfare of the employees was wider in the developing coun-
tries than in Sweden. The employees depended on the enterprise manager for 
food, basic necessities, and a decent standard of living in general. It was re-
marked that this had important consequences for manager-employee relation-
ships. The managerial role resembled that of the “squire” in the traditional fac-
tory village in Sweden at the beginning of this century, with the evident 
connotation that his/her power and influence outside factory premises was much 
larger than they are for a contemporary Swedish manager. 
This points to the importance of industrial living conditions as a basis for the 
primus-inter-pares assumption attached to the image of the manager in modern 
management knowledge (the industrialised living conditions assumption). It is a 
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characteristic feature of such living conditions that they are outside the respon-
sibility of the manager. Off the factory premises the employee is expected to 
manage on his/her own. 
In developing countries, where the industrialisation process has not gone so far, 
managerial authority may be much wider in scope, and the image of the manager 
as a professional amongst professionals a less valid one.  

The stewardship assumption 
A common theme in the cases studied was that the loyalty and devotion of the 
local managers to the employers/principals were not so self-evident as in Swe-
den, and that there were obvious reasons for this. This questioned the rationality 
of managerial decision-making, or at least made it different from what is implied 
in modern management practices based upon the perfect rationality ideal. 
This theme points to a third basic assumption about the manager that was ques-
tioned in the cases studied: the stewardship assumption. Basically, the manager 
is expected to manage in the name and best interests of the owners/principals. 
His/her own private interests are not expected to influence his/her decision-
making as a manager, apart from the implicit assumptions that a manager pro-
motes his/her own interests best by promoting those of the employer(s). This 
implicit assumption is the core of what may be labelled the rationality of stew-
ardship. 
The problems experienced in the cases studied point to different conditions that 
make this assumption valid in the Western, industrialised societies where mod-
ern management knowledge works and fits. 
The adequacy of payment  
One such condition is the level of salaries paid to the managers in industrial en-
terprises. In a mature industrialised society such as Sweden, managers are well 
paid (the adequate payment assumption). Basically, they are paid to be loyal to 
the owners/principals of the organisation and the size of this remuneration is in 
relation to how effective they are as stewards. This makes it rational for the in-
dividual manager to act as a loyal steward, and to base his/her decisions on 
stewardship rationality. 
It was observed that the same in-built loyalty of the manager to the own-
ers/principals was something that could be questioned in the cases studied. A 
split loyalty element in managerial decision-making was seen to be a constant 
threat to the rationality of stewardship. It was also reported that the low salaries 
paid to mangers was a major reason for this threat. Because the salaries paid 
were so low, a manager could not live a decent life on them, and sometimes not 
even survive on them. Hence, managers needed some additional income, or to 
have a private homestead in addition to their work. This made an element of 
split loyalty inevitable. And since the importance of the additional income, or 
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the supply of foodstuffs from the homestead, overshadowed the importance of 
the salary received from ordinary work in the enterprise, the loyalty to the own-
ers/principals of the enterprises could be questioned. Private business had the 
highest priority. 
It was also noted that the inadequate salaries made the temptation to take bribes 
very high, which also runs counter to the stewardship rationality that is basic to 
the managerial work-ethos that is conveyed in modern management knowledge.  
The industrialised family 
The development of the family unit into a nuclear family is another condition 
that has promoted the validity of the stewardship assumption in industrialised 
societies like Sweden (the industrialised family assumption). The extended fam-
ily has almost ceased to exist, and with it all the obligations to fellow members 
of that family unit. The industrialised family is the nuclear family, which implies 
a much more confined scope of obligations, and a much smaller split-loyalty 
problem. 
This was not so in the cases studied. The extended family was still the core so-
cial structure, and managers and employees were living their “real lives” in the 
bosom of the extended family. Hence, this is also the context of “significant oth-
ers” for a manager and employee. This was a fundamental reason to question the 
implicit rationality of stewardship rationality in managerial decision-making. 
Loyalty to the extended family came first.  
The industrialised status system 
A third condition that promotes the validity of the stewardship assumption in 
mature industrialised societies, is that a managerial position is a source of much 
prestige and social esteem in such societies. And managerial work is well paid 
and much sought after too. In this context, the assumption of stewardship ration-
ality becomes basic to managerial decision-making, because a manager cannot 
afford to risk his highly rewarding job by being disloyal (the “organisation man” 
assumption). 
It cannot be taken-for-granted that a managerial position in industry is combined 
with the same status and prestige in a developing country. In the cases studied, 
such prestige and recognition was rather associated with a position in the politi-
cal-administrative system. This pointed to another aspect of the split-loyalty 
problem. The loyalty to the enterprise came second to loyalty to the administra-
tive system, and this brought into question managerial decision-making in ac-
cordance with the implications of modern management knowledge.  
The roots of this lack-of-status problem can be found in the marginal importance 
of industry in these economies where the industrial enterprise could be described 
as an anomaly in the social fabric of the host countries. In a mature industrial-
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ised society like Sweden, the industrial enterprise is a core institution in society 
(the large industrial sector assumption).  

The image of the state  

The image of the state and its economic role stands out as a fourth culture-
contingent image that is a source of cultural clashes when modern management 
knowledge is introduced and applied in developing countries.  
There are two basic assumptions in particular attached to this image that were 
questioned in the problems mentioned in the cases studied: the non-
interventionist state assumption and the negligible bureaucracy assumption.  

The non-interventionist state assumption 
It was a common remark in all cases studied that the enterprises were very much 
managed from above. The central authorities took a much more active part in the 
business game than the Swedish mangers were used to, or that they regarded as 
appropriate. This situation was most pronounced in Vietnam, Laos and Guinea 
Bissau, where the governments tried to manage the economy through central 
planning. But a central authority involvement in business matters was also part 
of the business game in both Tanzania and Nicaragua.  
As a result, enterprise management was very dependent on decisions at a high 
level of authority. This included decisions on raw-material supply, allocation of 
economic resources in general, remuneration schemes and just about anything of 
relevance to enterprise management. This dependence on decisions made by 
central authorities had a pertinent impact on all aspects of management, and it 
made the acceptability and feasibility of Swedish management practices ques-
tionable in all cases. In particular, it made all modern marketing management 
practices inherent with cultural clashes, but it was also a reason to question the 
rationality behind all models for managerial decision-making that are based 
upon the image of the decision maker as an autonomous economic actor. Direc-
tives came from above, and they were very much givens to enterprise manage-
ment.  
It was also evident in the comments on the situation that the Swedish managers 
were quite annoyed with this situation. Their image of both the state’s role in the 
economy and the manager’s role was quite different.  
The great dependency on decisions made at the level of regional and national 
authorities made it of crucial importance to manage the relations with decision-
makers in those authorities in an effective way. The efficiency and viability of 
operations hinged ultimately on this, and not so much on the sensitivity to cus-
tomer demands and wishes.  
This importance of the proper management of relations with central authorities 
may be contrasted with the relative neglect of these relations in modern man-
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agement knowledge. Authorities may be identified as a category of stakeholders 
in the business environment, but very little attention is devoted to the manage-
ment of relations with these authorities. The crucial business relations to be 
managed are those with the customers. This is where the prime importance is 
placed in modern management knowledge.  
The small attention paid to the proper management of relations with authorities 
reflects an image of the authorities as pursuing a non-interventionist economic 
policy, what may be labelled a non-interventionist state assumption.  
Such a non-interventionist state policy is central to the liberal model of the 
economy. In this model, the central authorities shall refrain from any involve-
ment in the business game. Such involvement is seen as a source of market inef-
ficiencies. The economic role of the central authorities is rather to guarantee that 
the business game is efficient, and that the economic actors follow the rules of 
the game, but they are not expected to be players themselves. It may be con-
cluded that this liberal model is the basis also of the image of the state’s in-
volvement in the business game at the basis of modern management knowledge.  
The history of economic development 
It is part of the picture that the economic policies in the host countries were suc-
cessively changed in the direction of increased reliance on the market mecha-
nisms as an allocator of resources in the economies. This change in policies was 
due to the negative experiences of central planning policies in the past. But it 
was also evident that the change was not very rapid. Authorities wanted to retain 
their power.  
This points to a mechanism behind the reliance on the market mechanisms as a 
basis for the non-interventionist state policy that is the raw model for economic 
policies in all Western, industrialised societies: the validation through positive 
experience. The economic growth in that part of the world was quite exceptional 
in the last century, and that growth was juxtaposed to a growing reliance on non-
interventionist state policies. The economic growth has provided the liberal 
model of the state’s economic role with a powerful political legitimacy. It is also 
part of the picture that the most viable alternative to the liberal model vanished 
with the collapse of the Soviet Union.  
This makes the non-interventionist state assumption quite valid in the Western, 
industrialised societies. Governments in those societies may have different po-
litical colours, but they also have a common denominator: in practice they rely 
on the ”invisible hand” of the market mechanism as a creator of wealth and eco-
nomic development.  
In the developing countries in the study, the same juxtaposition of economic de-
velopment and reliance on the non-interventionist state policy as a process of 
legitimisation has not occurred. It is also part of the picture that it is a prime 
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economic objective for a government of a developing country, including those in 
the study, to create sustainable economic development. A reliance on the market 
mechanisms to achieve such development may not be endorsed, simply because 
it is a route to development that has not proven particularly effective in the past. 
The governments may, therefore, be expected to rely on the logic of administra-
tive rationality, and this implies a more direct management of economic affairs.  
The large size of the industrial sector.  
This reliance on the logic of administrative rationality can also be expected to be 
supported by the relative smallness of the industrial sector in many developing 
countries. There are few, easily identifiable industrial enterprises, and this 
makes the task of managing the industrial sector from above appear feasible. It 
is also part of the picture that it is a core component in modern development 
strategies to attempt to enlarge the industrial sector, and this means direct inter-
ventions by central authorities, since there is a lack of industrialists in the 
economies. 
In a mature industrialised society like Sweden, the industrial sector is vast and 
very heterogeneous. This makes a management from above appear impossible. 
The competitive business environment 
Another reason to question the endorsement of the liberal state idea by develop-
ing country governments is the lack of a competitive environment. This is rele-
vant because the ”invisible hand” of competition is a concept behind the liberal 
model that makes this model logical. A core assumption in this model is that the 
”invisible hand” of competition turns the greediness of profit seeking business-
men into a wealth creating mechanism. And this is the logic that motivates 
governments to refrain from direct involvement in the business game in a direct 
way.  
In the Western, industrialised societies the assumed existence of a competitive 
environment is close to the reality of the business environment (the competitive 
business environment assumption). There are normally several competing enter-
prises offering the same types of products and services to the same customers. 
But in the cases studied, fierce competition was not part of the business game: 
the enterprises were granted a monopolistic position by the governments, or they 
were simply the only sellers of their products in the market arena. A reliance on 
the benefits of competition may in this situation be a questionable state policy, 
and a reliance on direct intervention a more likely state policy.  
The relative abundance of foreign exchange 
A third condition that made enterprise management very dependent on decisions 
made at a high level of authority is the extreme scarcity of foreign exchange that 
all host countries suffered from. The scarcity of foreign exchange was also com-
bined with an urgent need for such exchange in all sectors of the economy, and 
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in society as a whole. This made the allocation of this resource an issue to be 
dealt with at a high political level, and an involvement in the business game 
more-or-less inevitable.  
In Sweden, the role of the state in the allocation of foreign exchange has been 
decreasing successively over the years. It is now minimal. The allocation of this 
resource is left to the market forces, and its availability is primarily a matter of 
market prices. Foreign exchange is just another commodity on the market. 

The negligible bureaucracy assumption 
A common problem remarked upon in all cases studied was the power and iner-
tia of the bureaucracy. This was very annoying to the Swedish managers, who 
considered it to be a source of much economic inefficiency. This indicates an-
other important difference in the business game that is related to the economic 
role of the state: differences in the role of the state bureaucracy.  
A bureaucratic system is an inevitable part of any state’s operations. It is the de-
vice for policy implementation. But its role in the business game may be more 
or less efficient, transparent and impersonal. The raw model of the bureaucratic 
system that the Swedish managers apparently had internalised was that of a 
well-oiled, very transparent, and impersonal bureaucratic machinery that de-
manded very little managerial time and attention.  
This image of the bureaucratic system can also be derived from the absence of 
attention paid to the bureaucrats and the bureaucratic system in management lit-
erature. It is as if this system did not exist. The implicit image of the state bu-
reaucracy that can be derived from this absence of attention is that of a bureauc-
racy that is so well-oiled, impersonal and service-oriented that it is transparent. 
Consequently, there is a negligible bureaucracy assumption at the basis of mod-
ern management knowledge. Paying attention to the bureaucratic system and 
investing time and effort in developing relations with bureaucrats is not a sig-
nificant means to secure and enhance survival and profitability for the enterprise 
managers.  
In developing countries, the same negligible bureaucracy assumption is much 
less valid. Bureaucrats are powerful players in the business game, and must be 
paid much attention by enterprise management. Such attention is needed to 
make enterprise operations efficient.  
The history of non-interventionist state policy 
A major reason for the power of the bureaucrats in the economies in the cases 
studied was the central planning policies that were part of the political legacy of 
the host countries. It is an inevitable part of a central planning system that the 
bureaucratic system is endowed with more power and importance in the busi-
ness game. It is the machinery through which the direct intervention policy is 
carried out. It was also remarked that the bureaucratic system was a hindrance to 
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the change of policies in the direction of more reliance on market forces. The 
bureaucrats were seen not to be very keen on letting go of their power and influ-
ence in the business game.  
The non-intervening state policies that are pursued in the Western, industrialised 
societies are, on the other hand, a condition that corroborates the negligible bu-
reaucracy assumption at the basis of modern management knowledge. Over the 
years, the bureaucratic system has grown increasingly transparent and well-
oiled, and the lack of attention paid to relations with bureaucrats in modern 
management knowledge can be interpreted as mirroring this.  
The adequacy of payment 
The level of salaries paid to officials in the bureaucratic system is a fundamental 
condition for the machine-like efficiency of that system in the Western, industri-
alised societies. The bureaucrats are paid enough to cater for their own needs 
and for those of their families. This allows them to be non-corrupt and efficient 
in their functions in the system. It can be concluded that the negligible bureauc-
racy assumption rests upon an adequacy of payment condition (the adequate 
payment assumption). It is a condition that makes the abhorrence of bribery pos-
sible in the first place, and it is a condition that is the basis of stewardship ra-
tionality also in the bureaucratic system. 
The same adequacy of payment condition was, however, not the case in the 
cases studied. The inadequate salaries paid to the bureaucrats in the host coun-
tries were remarked upon as a reason for the inertia in the bureaucracy. The offi-
cials in the system simply could not afford to be investing all their energy and 
time in their jobs, but had to find ways of earning an additional income. And this 
was detrimental to the effectiveness of the entire system. 
The low level of salaries and wages paid to state employees was also mentioned 
as a fundamental reason behind another difference, compared with Sweden: the 
importance of the element of bribery in the business game. Bribery was a source 
of additional income to anyone who had a position in the system, and the urgent 
need for an additional income made the temptation to take and offer bribes large, 
so large that bribery was an all-embracing element in business, including in rela-
tions with officials in the bureaucracy. 

The image of the enterprise 

The image of the enterprise stood out as a fifth culture-contingent image that 
was a source of cultural clashes when modern management knowledge was in-
troduced and applied in a developing country context. There were, in particular, 
two major differences in the image of the enterprise that were commented upon 
as sources of problems when the Swedish managers attempted to introduce and 
apply their professional capabilities in these cases. One concerned the scope of 
activities embraced; the other concerned the autonomy of the enterprises man-
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aged. These differences point to two important assumptions about the concept of 
the enterprise in modern management knowledge, which are questioned in de-
veloping countries: the specialised enterprise assumption and the autonomous 
enterprise assumption.  

The specialised enterprise assumption  
A common theme in all cases studied was that the enterprises embraced more 
functions than corresponding Swedish enterprises. The Swedish managers found 
this to be a source of organisational inefficiency. In the Tanzanian case, the 
Swedish management team had also tried to strip the enterprise of auxiliary 
functions and to delegate these to other enterprises in the business environment, 
but met resistance from the local managers and administrators. The local image 
of the enterprise was different. A large-scale enterprise was expected to embrace 
the functions the Swedish managers attempted to let other enterprises cater for.  
This is a clue to a core concept in liberal economic thinking: the specialisation 
advantage. The message is that nobody can be best at everything. It is necessary 
to specialise to be really good at something. This is a logic that has been central 
to liberal economic theory ever since Adam Smith presented the needle-pin ex-
ample in his Wealth of Nations.  
In modern management knowledge, the specialisation advantage is basic to the 
“don’t be a Jack of all trades” normative message applied to business policies. 
The message is that the efficiency of operations is promoted if an enterprise fo-
cuses on a limited set of core activities, and that such efficiency is needed for 
survival and success in a competitive business environment. 
The large scope of activities embraced by the enterprises in the cases studied 
runs counter to the logic behind management practices resting on the “don’t be a 
Jack of all trades” message. But, it was also remarked that the socio-economic 
conditions in the business environment made a larger scope of activities more-
or-less inevitable. By extension, these remarks point to corroborating conditions 
in societies where the same management practices “work and fit”. 
The supportive business environment 
One such condition that ran counter to the focusing of activities was the fact that 
there were few local firms in the business environment to which it was possible 
to delegate auxiliary functions. This makes evident that the possibility of pursu-
ing a business policy based upon the “don’t be a Jack of all trades” message 
rests upon the existence of a supportive business environment, i.e., that there are 
other enterprises in the business environment to which a single enterprise may 
delegate auxiliary functions (the supportive business environment assumption).  
Such a supportive business environment has successively evolved in a mature 
industrialised market economy such as Sweden, largely due to the power of the 
specialisation advantage in a market economy context. The development of the 
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economic system has led to an increased complexity of enterprises and organisa-
tions in the business environment. There is a network of specialised and inde-
pendent enterprises, which live and prosper on their ability to assist other enter-
prises in an effective way and on an instant response basis.  
In a developing country context, on the other hand, there has been neither much 
time nor opportunity for the corresponding supportive business environment to 
evolve. This is largely because the small industrial sector means that the demand 
for assistance is quite limited. 
This is made particularly evident in a technology transfer project, when the 
technology introduced is, by definition, an anomaly in the economy of the re-
cipient society. This makes it necessary for industrial enterprises to perform 
many activities themselves that are delegated to other enterprises in societies 
like Sweden. 
The industrialised living conditions  
Another reason for the wider scope of activities was the wider responsibility for 
the welfare of the employees. In Sweden, employees are expected to be able to 
manage their own affairs outside the factory and after work hours. This was not 
so in the cases studied. Responsibility stretched further, and this meant that the 
enterprises included activities, which are not normally included in the same en-
terprise in Sweden.  
This wider responsibility for the employees’ situation was partly a matter of the 
image of the enterprise, expressed in enterprise statutes, but it was also a matter 
of management efficiency, since a lack of industrialised living conditions made 
it obligatory to pay attention to the total situation of the employees.  
One element of the extended responsibility for the situation of the employees 
was that many of these had to be provided with housing in the vicinity of the 
enterprises. The lack of housing was made particularly evident when enterprises 
were located outside urban centres, such as in the Vinh Phu case. But even when 
the distance to an urban centre was not too far, it was found necessary to erect 
some houses, partly to provide migrant workers with housing, and partly to 
make sure key officials and workers in the enterprises were present when 
needed. This responsibility also stretched beyond housing conditions. It was re-
marked that there was an evident similarity between the enterprises in develop-
ing countries and the traditional factory village in the eve of industrialisation in 
Sweden. They were small societies within the society, and top managerial re-
sponsibility was compared to that of the “squire” in the factory villages.  
This points to the existence of industrialised living conditions as a condition for 
the achievement of organisational effectiveness through a business policy based 
on the “don’t be a Jack of all trades” message. Management in a Western, indus-
trialised society can take-for-granted that the employees can manage on their 
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own after work, and that housing and other aspects of their living conditions are 
outside managerial responsibility (the industrialised living conditions assump-
tion). The assumption that the enterprise is a specialised production unit has a 
basis in experience that makes it appear valid.  
The adequacy of payment 
In a mature industrialised society, such as Sweden, it is part of the industrialisa-
tion of the work force to make sure that the employees can work hard during 
work-hours, and that they can afford to be loyal to the organisation. Wages and 
salaries are therefore set at a level that permits full-time industrial employees to 
live on them, and to cater for their families. The problem of nutrition is not a 
managerial problem. This is taken care of by the employee him/herself after 
work. This points to the adequacy of payment as a condition for the focusing on 
core activity approach to business policies (the adequate payment assumption).  
A fundamental problem, remarked upon in all cases was, on the other hand, the 
problem of nutrition. The enterprise management could not take-for-granted that 
the employees could purchase the food they needed for themselves and for their 
families. The inadequacy of wages and salaries paid to the employees was a ma-
jor reason for this. These wages and salaries were set at a central level and were 
so low that the managers and employees could not purchase the food and other 
necessities they and their families needed to survive. To management, this was a 
problem, since nobody can be expected to do a good job on an empty stomach, 
and since it resulted in a split attention and loyalty of the employees, and man-
agers. This made it necessary for the management of the enterprise to make sure 
that the employees were provided with additional food in one way or another, 
and this added to the activities to be managed.  
The industrialised consumer market 
A contributing condition was that the local consumer market did not match the 
needs of full-time industrial workers in the cases studied. It could not be taken 
for granted that the employees could purchase what they needed on that market, 
and the search for goods on the local market was quite time-consuming. This 
was evidently detrimental to work-efficiency, since it was a source both of the 
problem of nutrition and of the problem of unforeseen absence.  
It was part of the picture that the enterprises in the cases studied were compo-
nents in a distribution system. The employees were paid part of their wages and 
salaries in kind. They received coupons with which they could buy goods in the 
factory shop. This added to the scope of enterprise activities. 
This points to an important part of the industrialisation of the environment: that 
a consumer market that matches the needs of full-time industrial workers 
evolves outside the premises of the enterprise. It can be taken-for-granted that 
full-time industrial employees can purchase whatever they need in an efficient 
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and reliable way in this industrialised consumer market (the industrialised con-
sumer market assumption).  
The industrialised public transport system 
It was also remarked that a lack of public transport contributed to the wider 
scope of managerial responsibility in the developing countries. A lack of such 
transport made it necessary for management to make sure the employees could 
arrive at the enterprise in time and to go home again after work. It also made it 
necessary for enterprises to cater for its employees’ transport to funerals and 
other important social events. 
These remarks point to the importance of a reliable public transport system for 
the pursuit of the specialisation advantage. Someone else caters for transport in 
“old” industrialised countries such as Sweden (the industrialised public transport 
assumption). 

The autonomous enterprise assumption 
A common trait in all cases was a tradition of direct intervention in the business 
game by central authorities. The host country governments had attempted to 
manage their economies through central planning policies. Basic to such policies 
is that the single enterprise is regarded as a link in a larger scheme managed 
from above, and that management is very dependent on decisions made at a high 
level of authority. The Swedish managers were quite annoyed with this depend-
ence on decisions by authorities, and regarded it as a major obstacle to the de-
velopment of more appropriate, modern management practices, and in particular 
to appropriate planning, decision-making and marketing practices. They wanted 
to introduce a managerial decision-making that rested upon the basic assumption 
that the enterprise managed is an independent and autonomous economic actor. 
But neither the local authorities nor the local managers appeared to be ready to 
accept and endorse management practices resting on this assumption. In particu-
lar, it was remarked that the local managers preferred to wait for directives from 
above rather than to carry out independent decision-making. 
This points to an autonomous enterprise assumption at the basis of modern man-
agement knowledge, and that this assumption is culture contingent.  
The comments in the cases studied also point to different environmental condi-
tions that make an autonomous enterprise assumption appear valid in the West-
ern, industrialised societies. 
The history of non-intervening state policy 
As mentioned, conditions changed during the last decade spanned by the cases 
studied, and new economic policies were launched that gave more leeway to 
managerial independence at the level of the enterprise. The Swedish managers 
applauded and endorsed this development. It was seen to be quite in line with 
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the image of appropriate management that the Swedish managers attempted to 
introduce with their transfer of modern management programmes. But it was 
also felt that the image of the manager as an independent decision-maker was 
not readily and instantly accepted in the recipient countries. The mental struc-
tures remained, both with authorities and with management staffs at enterprise 
levels, even though the economic policies were changed.  
This points to the history of non-interventionist state policies as a fundamental 
corroborating condition that promotes the perceived validity of an image of the 
enterprise as an autonomous economic actor minding its own business. In the 
Western, industrialized societies such a history is the case (the non-
interventionist state assumption). It is an assumption based on experience that 
enterprises are autonomous actors, catering for their own needs and their own 
survival in a competitive business game, and managerial decision making must 
be carried out with this autonomous enterprise assumption as a basis.  
The competitive business environment 
It may be argued that the mere size of the industrial and “modern” sector repre-
sents another corroborating condition of relevance for the validity of the 
autonomous enterprise assumption. There are three reasons for this: (i) If this 
sector of the economy is small, it might appear to be manageable from above. 
And this is something that motivates a direct intervention in the business by cen-
tral authorities to develop it. (ii) The industrial sector is given a great deal of 
emphasis in development strategies. A direct intervention in the business game 
is motivated by the need to enlarge this sector of the economy. (iii) The lack of 
competitors in a small industrial sector is the root of corruption, and direct inter-
vention in business may be the only way to stop such corruption.  
The first of these reasons can be regarded as fundamental to a reliance on central 
planning, and a reason for the evident reluctance to abolish the central planning 
policies that was noticed in the cases. In a mature, industrialised, society, the 
mere size and heterogeneity of the industrial sector makes the ability to manage 
this sector from above highly questionable. The governments in such societies 
can be assumed to have recognized this, and this is a logical underpinning of a 
non-interventionist state policy. 
The latter reason was quite evident in the cases studied. Almost all of the enter-
prises had been established on governmental initiative, and governmental inter-
vention in the business game was motivated by a desire to develop the “modern” 
sector of the economies. Enterprises that are established on governmental initia-
tive, and that are state owned are, more or less inevitably, regarded as compo-
nents in a larger system managed by the central authorities; not least, since they 
compete with other state activities for resources. In a mature industrialised, soci-
ety, such as Sweden, the mere size of the industrial sector reduces the need for 
direct governmental involvement in the economy to enlarge this sector. The 
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trend is rather the opposite: that the government is step-by-step reducing its in-
volvement in the business game, including the privatisation of state-owned en-
terprises and organisations.  
It was also noted in the cases studied that the element of corruption increased 
with the introduction of market economy policies. A fundamental reason for this 
element of corruption in business was that there was a lack of competition that 
suppressed the demands for bribes. Direct state involvement may, in this situa-
tion, appear to be the only way to restrict corruption and exploitation, even 
though the central planning itself introduces the opportunities for corruption. In 
the Western, industrialised societies, competition with other enterprises is a con-
dition that reduces the risk of bribery. The role of the central authorities in this 
respect is to make sure competition works. But it must not intervene directly in 
the business game to suppress bribery. This is left to the “invisible hand” of the 
market forces.  
The relative abundance of foreign exchange 
A lack of local suppliers made the enterprises in the cases studied heavily de-
pendent on imported goods, and by extension of foreign exchange. This also 
made them heavily dependent on decisions made about the allocation of such 
foreign exchange. This allocation was made at a central level and with the bene-
fits of the entire nation in mind. The can be assumed to promote an image of the 
single enterprise as an element in a larger system.  
In the Western, industrialised societies, the allocation of foreign exchange is in-
creasingly made through market forces. An underlying condition behind this 
policy is that there is a relative abundance of such foreign currency. It is not the 
very scarce resource it is in the developing countries in the study, and there is 
not the same urgent need for administrative decisions to allocate the resource to 
different sectors and different needs in the society as a whole. To the enterprise 
this means that the dependency on decisions made at high administrative levels 
is limited. 

The image of the business relation 

The image of the business relation stood out as a sixth major culture contingent 
image that is a source of cultural clashes when modern management knowledge 
is introduced and applied in developing countries. There were, in particular, 
three basic assumptions attached to this image that were questioned in the cases 
studied, and which made the acceptability and feasibility of modern manage-
ment practices questioned: the voluntary business assumption, the impersonal 
business assumption, and the stewardship business assumption.  
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The voluntary business assumption 
A common complaint in the cases studied was that the local managers were not 
very sensitive to the demands and wishes of their customers, and that they 
lacked the “feeling” for marketing and market planning. Marketing behaviour in 
general was described as rudimentary, and very little time and effort was spent 
on this aspect of enterprise management. The Swedish managers were quite an-
noyed with the lack of attention paid to customer relations and marketing in 
general. It was held to be the most important difference to management in Swe-
den, and a major hindrance to the introduction of proper management practices.  
A major reason for the local managers’ lack of “feeling” for the importance of 
managing customer relations was suggested to be the lack of voluntarism in 
business relations in general. The local enterprise management did not need to 
bother much about the customers and their demands because the customers did 
not have many alternatives. This points to the importance of the voluntary busi-
ness assumption as a basis for the importance placed on marketing and market 
planning in modern management knowledge, what is labelled the market orien-
tation imperative in this study.  
The history of non-interventionist state policy 
A major reason for the lack of attention paid to marketing management in the 
cases studied lay in the economic policies pursued. All host countries had a his-
tory of central planning policies. As mentioned, times were changing and more 
discretion was delegated to the single enterprise managers to manage on their 
own. But the old policies remained, both as a mental legacy and as administra-
tive practices-in-use. 
It is a core feature of centrally planned economies that the scope for voluntarism 
in business is quite restricted. The single enterprise is not the autonomous busi-
ness actor it is in a market economy. It may, rather, be depicted as a link in a 
larger scheme of production and distribution that is managed from above. Busi-
ness relations and business conditions are givens to the single enterprise to a 
great extent. In such a system, it is not the customer that is the King, but the cen-
tral authority. It was also remarked that enterprise management in the cases 
studied spent much time and effort on managing relations with authorities, and 
that lobbying for resources was of vital importance for the efficiency and viabil-
ity of enterprise activities.  
The emphasis placed on the market orientation imperative in modern manage-
ment knowledge does, on the other hand, signify that there is a history of non-
interventionist state policy in the societies where this knowledge has evolved 
and where it fits (the non-interventionist state assumption). The knowledge is 
based upon the assumption that there is no central authority that manages the 
system of business relations, but every single enterprise must establish its own 
business relations, and that a customer is always free to turn to another seller if 
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he/she is not satisfied with the quality and/or business terms offered by the en-
terprise managed. An enterprise that cannot attract customers that are willing to 
pay for its products or services will eventually be bailed out in such a system. 
This makes the survival of an enterprise hinge on its sensitivity to market de-
mands. A lack of such sensitivity is, on the other hand, seen as the route to fi-
nancial problems and eventually to organisational death. This is the essential 
logic behind management practices based upon the market orientation impera-
tive that is fundamental to modern marketing management and modern strategic 
management and to the importance placed on market planning.  
The competitive business environment  
Another reason mentioned for the lack of voluntarism in the business game in 
the cases studied was the lack of competition from other enterprises. Several of 
the enterprises in the study were established to meet an urgent demand for some 
key product in the “host country” economies. It was also a common feature that 
the demand was greater than the supply for these enterprises. All that could be 
produced could also be sold. It was a seller’s market for the goods/services pro-
duced. This was the basis for a take-it-or-leave-it attitude in customer relations. 
Management did not need to bother much about the marketing of the goods pro-
duced, neither did it need to bother much about being sensitive to customer de-
mands and wishes. The prime objective of the management was to manage 
processes, not to manage customer relations. The customers had to accept the 
products and business agreements offered. 
This points to an important condition behind the importance placed on market-
ing in modern management knowledge: that there are many competitors in the 
market that are offering equivalent products/services (the competitive business 
environment assumption). There are always other enterprises in the business 
community that are willing and eager to attract the customers of the enterprise 
managed, and the customers are free to go to some of the competitors if they are 
not satisfied with the quality or business conditions offered. Being sensitive to 
customer demands is vital to success and survival in such competitive business 
game. 
The relative abundance of foreign exchange 
A third reason mentioned for the lack of “feeling” for the market demand was 
quite different in character. A substantial trade balance deficit made attempts to 
export a quota of the production a goal in all cases studied, and a goal that grew 
increasingly important also in the cases where production to meet domestic 
needs was the original motive for the establishing of the enterprises. Foreign ex-
change was a key resource in all sectors of the economies, and in all attempts to 
develop these countries. The enterprises were regarded as instruments for the 
acquisition of this key resource. The urgency of the need for foreign exchange 
meant that enterprise management, or the central authorities responsible for ex-
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ports, had no option other than to export at any terms offered by the world mar-
ket since the demand for foreign currency was so urgent. 
This points to the opposite condition in the Western, industrial societies: that 
foreign exchange is in relative abundance. It is one commodity among many, 
and allocated by market mechanisms.  
It also points to another basis of modern management knowledge: that an enter-
prise is not forced to sell at any price. It can choose between customers, and sell 
to those who are prepared to pay the highest price for the product or services of 
the enterprise (the competitive business environment assumption). And it points 
to the importance of scanning for market segments and customer categories on 
which the enterprise can focus and for which specialised products or services 
can be produced. 

The impersonal business relation assumption 
A common theme in all cases studied was that business relations were found to 
be more personalised than in Sweden. This runs counter to the Swedish man-
ager’s image of proper business behaviour, and this points to an impersonal 
business assumption at the basis of modern management knowledge. The imper-
sonal character of the business relation is basic to the business culture in the 
Western, industrialised societies, and captured in the motto “business is busi-
ness”.  
The history of non-interventionist state policy 
One aspect of the non-interventionist state policy pursued in the Western, indus-
trialised, societies is that relations with state authorities are of minor importance 
for the survival and success of an enterprise. There is also a trend that relations 
with central authorities become increasingly peripheral to the business game in 
those societies. There is a general deregulation of the economies, and a corre-
sponding increased reliance on the “invisible hand” of the market forces to do 
the job of allocating resources (the non-interventionist state assumption). 
This was not so in the cases studied. The enterprises managed were links in a 
larger scheme managed from above. This made their relations with state authori-
ties the most important business relations that the management of an enterprise 
had to deal with and nurture. It also made business relations very personalised, 
because decision-making was quite centralised in organisations as well as 
authorities. There were just a few well-known decision-makers to pay attention 
to.  Attempts were made to change the rules of the game, and to rely more on the 
principles of a market economy. But this change came slowly and only partially. 
A legacy of mental structures with their roots in central planning policies re-
mained. A central planning system also remained the backbone of the economic 
system and in particular in the industrial sector. This points to the importance of 
a history of successful non-interventionist state policy as a legitimising condi-
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tion that motivates the endorsement of liberal market economy policies in prac-
tice. 

The stewardship business assumption 
A common theme in all cases studied was the importance of the element of brib-
ery in the business game. The Swedish managers did not have much personal 
experience of systematic bribery apart from various types of “petty corruption”. 
They were protected from the normal business game by their position as expatri-
ates and by the anomalous character of aid-financed projects. But it was re-
marked that the element of bribery in normal business appeared to be a standard 
part of the game in all host countries in this study, and something one had to 
adapt to in normal business relations. The element of bribery was also observed 
to grow in importance when more market-oriented policies were introduced in 
the era of structural adjustment. 
The Swedish managers were evidently annoyed with this element of bribery, and 
regarded it as a source of general economic inefficiency. But they also consid-
ered it to be quite understandable, and more-or-less inevitable in the socio-
economic context of the recipient countries. 
The adequacy of payment 
The most important reason for bribery commented on was the low salaries and 
wages paid to managers, bureaucrats and state employees in general. It was not 
possible for these people to live on their wages and salaries, not to mention pro-
vide for their families. This made the urgent need for an additional income part 
of the business culture. Bribery was a source of such additional incomes to any-
one who had a position in the system, and the urgent need for an additional in-
come made the temptation to take and offer bribes great, so great that bribery 
was an all-embracing element in business. 
In a society like Sweden, wages and salaries have been industrialised. They are 
set at a level that permits managers and employees to be loyal stewards and or-
ganisation individuals who do not depend on additional incomes. It is also part 
of the picture that officials in the administrative and bureaucratic structures are 
paid adequately and that they are not in the same urgent need of an additional 
income as their colleagues in the cases studied (the adequacy of payment as-
sumption).  

A paradigm questioned and its environmental roots 

A conclusion from the analysis carried out above is that the logic behind modern 
management practices is culturally conditioned. It rests upon a culture-
contingent paradigm of basic assumptions that are attached to different man-
agement relevant phenomena. Fifteen such basic assumptions are identified as 
particularly crucial in a cross-cultural management perspective. These fifteen 
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basic assumptions are related to six different culture-contingent images of man-
agement relevant phenomena: (i) the image of time, (ii) the image of the em-
ployee, (iii) the image of the manager, (iv) the image of the state, (v) the image 
of the enterprise, and (vi) the image of the business relation (cf. table 5 below).  
The basic assumptions identified are the results of a collective learning process. 
They are interpretations of experiences made in a particular environment. They 
are also continually assessed and corroborated through management-in-action in 
that environment. The environmental conditions that enable experience to cor-
roborate the validity of the basic assumptions are labelled corroborating condi-
tions.  
Quite a number of such corroborating conditions are identified through a reason-
ing analysis to be particularly crucial to the perceived validity of the basic as-
sumptions – and thus to the logic behind modern management practices (cf. ta-
ble 5 below).  

Four categories of corroborating conditions compose the environ-
mental basis of modern management knowledge 

A further analysis of the corroborating conditions points to four major categories 
of corroborating conditions that compose a taken-for-granted environmental ba-
sis of modern management knowledge: (i) traditions (tr), (ii) business environ-
ment conditions (bu), (iii) infrastructural systems (sy), and (iv) social infrastruc-
ture (so) (cf. table 4 below). 
(i) Traditions. Three taken-for-granted traditions are crucial to the logic behind 
modern management practices. Firstly, it is a matter of a tradition of technology. 
Modern management knowledge has evolved together with a gradual technolo-
gisation of the Western, industrialised societies, and this technologisation is 
taken-for-granted. Much of the technology used in industrial production is just 
an extension of widespread base technologies in the society. The technology 
used in industrial enterprises is not alien to the employees. Rather, the employ-
ees are expected to have internalised a basic knowledge and know-how about 
this technology already during their youth. This is the knowledge and know-how 
they bring with them to work. 
Another tradition is the political tradition of increased reliance on the liberal 
economic model of the economy and how the economy is to be managed. A core 
element in this model is that the allocation of resources is to be left to the “in-
visible hand” of market forces. These market forces are regarded as a mecha-
nism to turn the greediness and profit seeking of single businessmen into a posi-
tive economic force that creates economic wealth for the society as a whole. The 
central governments’ role in this model is to set the rules for the business game 
and to act as a referee in the business game. But, apart from that, the authorities 
are not expected to intervene in the game, but to carry out a non-interventionist 
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economic policy. Such a reliance on the logic of the market economy is by now 
taken-for-granted as a platform for the business game. 
History shows that this image of the economic role of the state as a non-
interventionist observer and referee has not been unquestioned. It is rather an 
image that has been subject to powerful criticism and questioning ever since the 
beginning of industrialisation. The most important criticism has come from so-
cialist ideas. The main alternative to the logic of market reliance is the logic of 
administrative rationality, expressing a trust in the capabilities of human beings 
to plan and manage operations to achieve goals. The latter logic speaks for an 
active state economic role through a central planning system. 
It is evident, however, from history that the liberal model has received increas-
ing support as the best model for management of the economic system in the 
Western, industrialised societies in general. Even the socialist parties of today 
express a commitment to the benefits of the market forces as a wealth creating 
mechanism. This increased reliance has been juxtaposed to an increase in eco-
nomic welfare in the Occident. A conclusion that may be drawn is that the Lib-
eral image of the economic role of the state has received support by economic 
developments in the past. In the developing countries in the study, the same jux-
taposition of economic development and reliance on the non-interventionist state 
policy as a process of legitimisation has not occurred. 
The democratic tradition is yet another condition that is taken for granted in 
modern management knowledge. An increased endorsement of democratic val-
ues is also part of the political development in Western, industrialised societies. 
This is particularly evident when political and administrative developments are 
seen in a wider perspective: there has been a constant struggle for increased po-
litical democracy during the past century in Sweden and in the Western, indus-
trialised societies in general, and this struggle has resulted in a democratisation 
of political and administrative institutions, and in an image of the manager as a 
democratic leader. It is in line with this democratic ideal that the manager is ex-
pected to confer with his/her subordinates and to consider their opinions when 
important decisions are to be made. A history of sovereignty, peace and political 
stability is also part of the basis of modern management knowledge that relies 
on tradition. This history can be seen as closely related to the increased en-
dorsement of the democratic values, simply because warfare and political insta-
bility is combined with a call for more centralisation and authoritarianism.  
(ii) Business environment conditions. The industrial sector in an industrialised 
society is, by definition, quite big. This is a condition that is taken-for-granted in 
modern management knowledge. A multitude of enterprises compose the busi-
ness community. These enterprises interact in various ways in a complex busi-
ness game. For one thing, they form a competitive business environment, where 
different enterprises attempt to attract the same customers. For another, they 
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form a supportive business environment, where suppliers and service firms offer 
almost instant assistance if something goes wrong.  
The large size of the industrial sector also means that there is a large pool of in-
dividuals with skills and capabilities relevant to industry. 

(iii)Infrastructural systems. “Traditional” infrastructure conditions emerge from 
the analysis as important conditions that are taken-for-granted in modern man-
agement knowledge. It is also part of the picture that these conditions have a 
systems feature. It is a question of systems of transport, education, distribution, 
and for information gathering that are designed and developed to match indus-
try’s needs.  
The population pattern is also an infrastructure system that is taken-for-granted 
in modern management knowledge. Urbanisation and industrialisation go hand 
in hand, largely because the more widely scattered population pattern in an agri-
cultural society does not correspond to the need for punctuality and presence 
during work hours that is part of the logic of industrialism.  
This urbanisation of the society has not occurred instantly. It is the result of a 
long-term process. A comparison with the development of industry in Sweden 
implies that the factory village is one step in this development process. These 
factory villages are now obsolete as a mode of organisation for industrial pro-
duction in industrialised societies like Sweden. Enterprise management no 
longer manages societies, and the responsibility of the management of an enter-
prise no longer embraces conditions in the urban community. The modern enter-
prise is a specialised production unit located in the vicinity of an urban commu-
nity, rather than the other way around. 
(iv)Social infrastructure. In addition to the “traditional” infrastructure condi-
tions, it is also evident that there is a “mental”, or “social” infrastructure that is 
taken-for granted in modern management knowledge. It is a question of a work 
force that has internalised an industrialised work-ethos, including a sense of loy-
alty to the organisation and “feeling” for the virtue of punctuality, together with 
an image of time as clock-time. It has also acquired industry-relevant knowledge 
and know-how, which includes the acquisition of industry-relevant professional 
knowledge through vocational training and higher education. In addition, it is a 
question of a social structure outside work that has evolved to match the de-
mands of industry. This structure comprises a nuclear family unit, a social status 
structure that gives much weight and prestige to industrial work, and a social 
security system that reduces the dependence on relatives. It is also part of the 
picture that wages and salaries have evolved to match the needs of industry for 
predictability and devotion. The adequacy of payment and the industrialised 
status system are of particular importance to managerial activity, because mana-
gerial responsibility goes hand in hand with managerial discretion and this can 
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be misused if the loss of a rewarding, high status job does not counteract the 
temptation. 
These different environmental conditions are essential to the applicability of 
modern management practices and they enable experience from management-in-
action to corroborate the validity of the basic assumptions embedded in these 
practices. By extension, the relationship between these condition-categories and 
the applicability of modern management practices points to a fundamental prob-
lem in transfer of modern management knowledge programmes. The same basic 
environmental conditions cannot be assumed to prevail in the recipient coun-
tries, simply because the power of industrialism and liberalism in combination 
has not had time to transfer environmental conditions around the enterprise 
managed, and this is a prime reason to question the applicability of the knowl-
edge transferred.  

The corroborating conditions are components of an industrialised lib-
eral economy environment 

Even a glance at the table below shows that the majority of the corroborating 
conditions have a common denominator: they are components of a thoroughly 
industrialised liberal economy environment. It is a question of conditions that 
have developed gradually along with the development of industry and the eco-
nomic system in the Western, industrialised societies, and as a response to in-
dustry’s demands in a competitive environment where success and survival of 
enterprises hinge on how effective their production is. It may be concluded that 
industrialism and liberalism in combination form a powerful force that trans-
forms both environmental conditions and the way people in a society think. 
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Image Basic assump-
tion 

Corroborating condition 

The predictabil-
ity assumption 

The adequacy of payment (so) 
The history of non-interventionist state policy (tr)
The history of peace and stability (tr) 
The industrialised body of information (sy) 
The industrialised consumer market (sy) 
The industrialised education system (sy) 
The industrialised electricity system (sy) 
The industrialised family (so) 
The industrialised infrastructure (sy) 
The industrialised telecommunication system (sy)
The industrialised transport system (sy) 
The industrialised work ethos (so) 
The negligible bureaucracy (so) 
The negligible weather  
The supportive business environment (sy) 

Th
e 

im
ag

e 
of

 ti
m

e 

The time is 
money assump-
tion 

The adequacy of payment (so) 
The history of non-interventionist state policy (tr)
The industrialised transport system (sy) 
The industrialised work-ethos (so) 

The capable 
employee as-
sumption 

The industrial tradition (tr) 
The industrialised education system (sy) 
The large size of the industrial sector (bu) 

The “organisa-
tion man” as-
sumption 

The adequacy of payment (so) 
The industrialised consumer market (sy) 
The industrialised family (so) 
The industrialised social security system (so) 

Th
e 

im
ag

e 
of

 th
e 

em
pl

oy
ee

 

The autono-
mous employee 
assumption 

The adequacy of payment (so) 
The industrialised consumer market (sy) 
The industrialised living conditions (sy) 
The industrialised public transport system (sy) 

The democratic 
leader assump-
tion 

The democratic authority structure (tr) 
The history of sovereignty and peace (tr) 
The industrialised education system (sy) 

The primus-
inter-pares as-
sumption 

The industrialised education system (sy) 
The industrialised living conditions (sy) 
The large size of the industrial sector (bu) 

Th
e 

im
ag

e 
of

 th
e 

m
an

-
ag

er
 The steward-

ship assumption 
The adequacy of payment (so) 
The industrialised family (so) 
The industrialised status system (so) 
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The non-
interventionist 
state assump-
tion 

The competitive business environment (bu) 
The history of economic development (tr) 
The large size of the industrial sector (bu) 
The relative abundance of foreign exchange (bu) 

Th
e 

im
ag

e 
of

 th
e 

st
at

e The negligible 
bureaucracy as-
sumption 

The adequacy of payment (so) 
The history of non-interventionist state policy (tr)

The specialised 
enterprise as-
sumption 

The adequacy of payment (so) 
The industrialised consumer market (sy) 
The industrialised living conditions (sy) 
The industrialised public transport system (sy) 
The supportive business environment (bu) 

Th
e 

im
ag

e 
of

 th
e 

en
-

te
rp

ris
e The autono-

mous enterprise 
assumption 

The history of non-interventionist state policy (tr)
The competitive business environment (bu) 
The relative abundance of foreign exchange (bu) 

The voluntary 
business as-
sumption 

The competitive business environment (bu) 
The history of non-interventionist state policy (tr)
The relative abundance of foreign exchange (bu) 

The impersonal 
business rela-
tion assumption 

The history of non-interventionist state policy (tr)
 

Th
e 

im
ag

e 
of

 th
e 

bu
si

-
ne

ss
 re

la
tio

n 

The steward-
ship business 
assumption  

The adequacy of payment (so) 

The paradigm in a perspective 

The main purpose of this study is to develop a perspective on modern manage-
ment knowledge as a cultural phenomenon that contributes to the understanding 
of why and how the cultural basis of this knowledge makes a transfer to Third 
World countries difficult. The development of this perspective is carried out 
gradually in the study, including the identification of a culture-specific paradigm 
embedded in modern management practices that is made in the first section of 
this chapter. The aim in this section is to sum up the main points of this perspec-
tive into which I will insert the paradigm identified, and its environmental roots. 
The perspective developed is presented both in words and in a summarising 
model (see figure 29 below). 

Table 5: Images, basic assumptions and corroborating conditions 
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Main points in the perspective developed 
(a) Modern management knowledge is a body of role-specific knowledge that is 
attached to the role of the manager in the Western, industrialised societies. The 
functions of this knowledge are to provide incumbents of the managerial role 
with an image of appropriate managerial behaviour and to provide managerial 
behaviour with predictability. It is a body of knowledge with three major “lay-
ers”. (i) An explicit layer of recipes for appropriate managerial behaviour which 
consists of the theories and models that are presented in management literature 
and conveyed in management training. (ii) A more implicit layer of normative 
messages. It is understood that these normative messages are more stable than 
the theories and models conveyed. (iii) An even deeper layer of implicit assump-
tions about phenomena in reality that are relevant to management.  
The cultural basis of modern management knowledge consists of the normative 
messages and the implicit assumptions embedded in these messages.  
Many different norms/codes of managerial conduct are conveyed in the man-
agement training process. These are all of importance to the individual’s image 
of appropriate managerial behaviour. But it is also possible to identify six core 
normative messages that are central to the body of modern management knowl-
edge conveyed in management training: (i) the planning imperative, (ii) the per-
fect rationality ideal, (iii) the democratic leadership ideal, (iv) the Maslowian 
message, (v) the market orientation imperative, and (vi) the “don’t be a ‘Jack of 
all trades’” message.  
Fifteen basic assumptions are also identified. These assumptions are essential to 
the logic behind modern management practices. They are attached to six differ-
ent images of management relevant phenomena: (i) the image of time: the pre-
dictability assumption and the time-is-money assumption; (ii) the image of the 
employee: the capable employee assumption, the “organisation man” assump-
tion, and the autonomous employee assumption; (iii) the image of the manager: 
the democratic leadership ideal, the primus-inter-pares assumption, and the 
stewardship assumption; (iv) the image of the state: the non-interventionist state 
assumption and the negligible bureaucracy assumption; (v) the image of the en-
terprise: the specialised enterprise assumption and the autonomous enterprise 
assumption; and (vi) the image of the business relation: the voluntary business 
assumption, the impersonal business assumption and the stewardship business 
assumption. 
(b) Modern management knowledge is traded in a socialisation process called 
management training. It is in this process that individuals performing the man-
agerial role internalise a basic image of appropriate managerial behaviour. The 
core normative messages are central to this image. They are the backbone of the 
role expectations attached to the managerial role in the Western, industrialised 
societies. 
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(c) There is room for individual interpretations of the normative messages con-
veyed in management training. Such variations in individual interpretations of 
the norms are essential to the flexibility that is needed when conditions change. 
From a cultural perspective, these interpretations are best seen, however, as 
variations on general, culture-contingent themes represented by the core norma-
tive messages. It is these messages that provide managerial behaviour with 
structure and predictability. Again, they are central to the image of appropriate 
managerial behaviour that is conveyed in management training. 
(e) Managers enact their image of appropriate managerial behaviour when they 
perform their role as managers. Modern management practices are crucial to this 
enactment. Such practices are the expressions of the normative messages that are 
traded and internalised in the management training process. 
(f) Management-in-action takes place in an environmental context, and this re-
sults in experience of management-in-action. Different environmental conditions 
result in different experiences of management-in-action. 
(g) Such experiences are the basis for individual learning. In particular, experi-
ences from management-in-action may corroborate or question the expected ef-
fectiveness of the management practices applied, and these experiences are in-
terpreted by the individual and incorporated in his/her image of appropriate 
managerial behaviour. Environmental conditions that provide such corroborating 
experiences are labelled corroborating conditions. Consequently, environmental 
conditions that do not provide corroboration conditions are labelled non-
corroborating conditions.  
Quite a number of corroborating conditions are identified, but it is also possible 
to identify four major categories of conditions that are of importance to the per-
ceived validity of the basic assumptions embedded in modern management prac-
tices: (i) traditions, (ii) business conditions, (iii) infrastructural systems, and (iv) 
social infrastructure. 
(h) Learning from experiences is also taking place on a collective level. The im-
plicit assumptions at the basis of modern management knowledge are collec-
tively shared interpretations. These interpretations have a “working hypothesis” 
character. They are continually put to the test through management-in-action, 
and as long as experience from such management-in-action corroborates the va-
lidity of the assumptions, they may prevail as an implicit basis of modern man-
agement knowledge. But when environmental conditions change and environ-
mental conditions turn into non-corroborating conditions, disappointing experi-
ences from a managerial behaviour in accordance with the core normative mes-
sages will successively amass, and this will eventually result in changes in the 
body of management knowledge, including the normative messages and their 
basis in implicit assumptions. 
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(d) The image of 
appropriate managerial 
behaviour in the “mind 
sets” of professional 
managers

(a) Modern management 
knowledge.
• Theories and ideas
• Core normative messages
• Basic assumptions

(b) Management 
training

(f) Environmental 
conditions

(e) Enacting the 
image of appro-
priate managerial
behaviour

(h) Experiences
on a collective 
level
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Figure 29: A model of the perspective developed 
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(i) The scientific discourse on management has an important function in this so-
cial learning process, since the experiences of professional managers deriving 
from management-in-action are the prime data processed and interpreted in this 
discourse. Arguments will be forged on the basis of the disappointing experi-
ences that begin to amass when environmental conditions change. Eventually, 
the most influential arguments will be “filtered” down and presented in text-
books used in management training, in abbreviated and pedagogic forms.  
Major changes in the normative messages and implicit assumptions behind 
modern management knowledge will, however, take time to occur, because 
momentum is a core feature of culture, including the cultural basis of modern 
management knowledge. It is this momentum that provides managerial behav-
iour with its predictability.  

The corroborating feed-back circle is short-cut in developing countries 

A managerial behaviour in accordance with modern management practices can 
be expected not to result in corroborating experiences in a developing country. 
Basically because liberalism and industrialism have not changed the environ-
ment – at least not to the same extent as in the Western, industrialised societies. 
Traditions, business environment conditions, infrastructural systems, and the 
social infrastructure have not developed to match the demands of industry in a 
liberal economy context. 
The environmental conditions in developing countries are rather non-
corroborating, which means that the corroborating feedback circle in the model 
above is short cut. As the analysis carried out shows, this means that experiences 
from management-in-action in developing countries contexts do not support the 
legitimising logic behind modern management practices. They rather question 
this logic. By extension, they question the validity of the basic assumptions 
composing the paradigm at the basis of modern management knowledge (cf. 
figure 30).  
This mis-match between environmental conditions and modern management 
knowledge is of crucial importance for transfer of modern management knowl-
edge programmes, and something that must be subject to strategic analysis. In 
the short term, it is a reason to question the applicability of modern management 
practices. As the analysis of the cases studied implies, such practices may prove 
to be inefficient and, sometimes, even counter-productive. In the long run, the 
mis-match is also a reason to question the acceptability of modern management 
knowledge. Because the local managers must be assumed to be reluctant to ac-
cept and endorse the logic behind modern management practices unless experi-
ences from management-in-action speak in favor of this logic. 
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9 Implications for the cross-cultural management re-
search and for the institutionalism approach 
The aim of this chapter is to compare conclusions that can be drawn on the basis 
of the perspective on modern management knowledge developed in this study 
with arguments presented in cross-cultural management research – with particu-
lar focus on cross-cultural management research that deals with management of 
enterprises in developing countries.  
In retrospect it was recognised that the frame of reference developed for this 
study has much in common with the institutional approach to management – not 
least the definition of management as a social institution and the emphasis on 
homogeneity of managerial practices rather than on differences. This approach 
to management represents a research frontier in management thinking, and this 
makes it interesting to review the observations made in this study through the 
theoretical perspective of the institutional approach too. Part of the aim of this 
chapter is therefore also to discuss implications for the institutionalism approach 
to management. A problem is that this approach is very wide. It is therefore nec-
essary to restrict the discussion of the implications for the institutionalism ap-
proach to a few important issues. 

Implications for the perceptual approach to cross-cultural management 
studies 

The general idea behind the perceptual approach to cross-cultural management 
is that managerial practices have their roots in the way phenomena in reality are 
viewed, and that there are differences in how phenomena are viewed in different 
societies. There is no general agreement, however, on what the most important 
differences in perceptions are. It is also possible to identify two important “ap-
proaches within the approach”: the single phenomenon approach and the world-
view approach.  

The worldview approach reduces the risk of “analytical myopia” 
The single phenomenon approach focuses on differences in how a single phe-
nomenon is perceived and derives differences in managerial practices from cul-
ture contingent differences in the perception of this particular phenomenon. The 
risk with this approach is that too much emphasis is placed on the perception of 
one particular phenomenon, whilst differences in the ways other phenomena are 
perceived are neglected – even though they may be of greater importance in a 
wider perspective.  
The aim behind the worldview approach is to reduce this risk of “analytical 
myopia”. It sees managerial behaviour as an outcome of a complex system of 
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assumptions about what is “out there” in reality, and allows a more encompass-
ing view of the perceptive reasons for differences in managerial practices.  
It was also evident from the analysis carried out in this study that the worldview 
approach is “empirically sound”. The problems experienced when modern man-
agement practices were introduced and applied in Third World societies indi-
cated that management behaviour is a complex social behaviour, and that the 
legitimising logic behind this behaviour rests upon several culture-contingent 
perceptions of phenomena in reality. None of these perceptions had an all em-
bracing, all-explanatory importance. It also followed that different perceptual 
elements were important as a basis for different aspects of managerial behav-
iour. 

An open-ended search for culture contingent assumptions is combined 
with a scope and depth problem 

Kluckhohn and Strodtbeck’s (1961) value orientation model has had a profound 
impact on studies with a worldview approach (cf. for instance, Child 1986, Red-
ding and Martyn-Johns 1979, Schein 1997, Trompenaars 1997). It may be ar-
gued, however, that this model is too general and that there is a need for world-
view elements that are more relevant to management in cross cultural manage-
ment analysis. As a whole, cross-cultural management research guided by the 
perceptual approach to cross-cultural management differences can be regarded 
as an on-going search for such worldview elements that are relevant to manage-
ment issues and that are perceived different in different societies. The open-
ended search for assumptions questioned that was carried out in this study is 
motivated by the risk of measurement by fiat that is inevitable when a predeter-
mined scheme for analysis is employed. But it may also be regarded as a contri-
bution to the search for worldview elements relevant to management.  
It was found that the logic behind modern management practices rests upon a 
wide array of more-or-less implicit assumptions. This points to an important 
scope and depth problem when the worldview analysis is carried out in an open-
ended way. The problem is that virtually everything in reality is perceived 
through a cognitive lens of assumptions about what is “out there”. This makes 
an analysis of the cultural basis of managerial practices in all its aspects and nu-
ances impossible. Likewise, it makes a cross-cultural management analysis in all 
its aspects and nuances impossible.  

A paradigm of basic assumptions attached to six major images is cru-
cial to cross-cultural management differences  

An analysis of the swarm of assumptions pointed to a pattern comprising six 
important images underlying modern management knowledge: (i) the image of 
time, (ii) the image of the employee, (iii) the image of the manager, (iv) the im-
age of the state and its economic role, (v) the image of the enterprise, and (vi) 
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Image Basic assumption 
The predictability assumption The image 

of time The time is money assumption 

The capable employee assumption 
The “organisation man” assumption 

The image 
of the em-
ployee 

The autonomous employee assumption 
The democratic leader assumption 
The primus-inter-pares assumption 

The image 
of the 
manager 

The stewardship assumption 
The non-interventionist state assumption The image 

of the state The negligible bureaucracy assumption 
The specialised enterprise assumption The image 

of the en-
terprise 

The autonomous enterprise assumption 

The voluntary business assumption 
The impersonal business relation assumption 

The image 
of the 
business 
relation The stewardship business assumption  

 
Table 6: The basic assumptions are assumed qualities 

of six management related phenomena 

the image of the business relation. Differences in the way these elements are 
perceived stood out as important sources of cultural clashes. 
It is part of the 
pattern that 
emerged from 
the analysis car-
ried out in this 
study that each 
of the six images 
is represented by 
more than one 
culture contin-
gent basic 
assumption.  
All in all, fifteen 
such basic 
assumptions are 
identified as cru-
cial to the cul-
tural clashes 
occurring when 
modern manage-
ment knowledge 
is introduced and 
applied in a de-
veloping country 
context. 
Together, these 
basic assump-
tions compose a culture contingent paradigm at the basis of modern manage-
ment knowledge. 

The analysis carried out supports the emphasis placed on the six per-
ceptual elements in cross-cultural management research 

The identification of these images as important in a cross-cultural management 
perspective can be compared with observations made in cross-cultural manage-
ment research: 
The images identified in this study were almost instantly recognised to “match” 
four culture contingent perceptions that are given much emphasis in cross-
cultural management literature (cf. chapter 2: The perceptual approach): (i) The 
image of time. Differences in the image of time is, since long, identified as cul-
ture contingent and of importance for cross-cultural differences in managerial 
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practices (cf. Child 1986, Coldwell and Moerdyk 1981, Fayerweather 1977, Hall 
1959, Herlitz 1991, Lewis 1997, Phillips-Martinsson 1991, Redding and Mar-
tyn-Johns 1979, Phatak 1989, Trompenaars 1997, Webber 1979). (ii) The image 
of the employee, including his/her capabilities (cf. Child 1986, Haire et al. 1966, 
Hofstede 1986, Redding and Martyn-Johns 1979, Trompenaars 1997). (iii) The 
image of the manager. In particular, it is argued that the manager is expected to 
be more authoritarian in some societies than in other (cf. Abramson 1972, Bass 
and Barret 1972, Bourgeois and Boltvinik 1981, Brewster et al. 1993, Fayer-
weather 1977, Fores and Clark 1975, Foy and Gadon 1979, Haire et al. 1966, 
Hamilton and Biggart 1988, Harbison 1959, Hofstede 1984, 1991, Jones, 1986, 
Kiggundu 1986, Laurent 1986, Lewis 1997, Meade 1967, 1970, Mwamwnda 
1985, Negandhi 1979, Richman and Copen 1973, Trompennars 1997, Whyte 
and Braun 1969, Williams, Whyte and Green 1966). (iv) The image of the or-
ganisation. It is concluded in cross-cultural management research that there are 
differences in the image of the organisation in different societies (cf. Haire et al. 
1966, Hofstede 1986, 1991, Laurent 1985, Lewis 1997, Trompenaars 1997, 
Whitehill 1972). 
The two remaining perceptual elements that stood out as sources of cultural 
clashes in this study were less evidently matched with perceptual elements pre-
sented in cross-cultural management literature with a difference in perceptions 
approach. But observations made in cross-cultural management literature in 
general points to their importance as sources of cross-cultural management dif-
ferences:  
The image of the state. It was evident that many problems occurring in the cases 
stemmed from differences in the image of the state and its role in the business 
game. References to differences in the state’s involvement in business can also 
be found in cross-cultural management literature – indicating that there are dif-
ferences in the image of the state’s economic role (cf. Ghai 1985, Hofstede 
1984, 1991, Leonard, 1988, Negandhi 1979,1985, Oberg 1963). (v) The image 
of the business relation. Differences in the image of the business relation stood 
out as yet another source of problems in the cases studied. References to differ-
ences in this respect can also be found in cross-cultural management literature 
(cf. Austin 1990, Blunt 1983, Blunt, Richards and Wilson 1989, Fayerweather 
1969, Glen and James 1980, Hamilton and Biggart 1988, Negandhi 1979,1985, 
Phillips-Martinsson 1991, Richman and Copen 1973, Webber 1969, 1991, 
Wright 1981). 
It can be concluded that the identification of these six perceptual elements as 
sources of cultural clashes in this study supports the importance placed on the 
first four perceptual elements in cross-cultural management research with a per-
ceptual approach, and puts forward differences in the image of the state and of 
the business relations as two additional perceptual elements that are of crucial 
importance for cross-cultural management differences. The observations about 
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the latter two perceptual elements in cross-cultural management research in gen-
eral does, on the other hand, support the importance placed on these elements in 
this study. 

Differences in environmental contingencies make differences in mana-
gerial practices understandable 

The general approach in cross-cultural management research is that cultural fea-
tures explain differences in managerial practices. It is also a common expecta-
tion that cultural features are somehow related to experience and to environ-
mental contingencies that result from experience. There is no general agreement, 
however, on how well the relationship between environmental contingencies and 
cultural features can be explained. Two fundamental approaches may be identi-
fied: (i) one approach assumes that cultural features have very deep and very 
complex roots that make them difficult to trace and explain (cf. Daun 1989, 
Hofstede 1986), (ii) one approach that sees the relationship between environ-
mental contingencies and cultural features as quite understandable. (cf. England 
1979, Farmer and Richman 1965, Fayerweather 1977, Negandhi 1979,1985, 
Oberg 1963)  
The analysis carried out in this study supports the latter approach. It points to an 
array of corroborating conditions in the Western, industrialised societies that 
make the assumptions underlying modern management knowledge appear valid 
and valid in that particular environment, and there is very little mystery in how 
the culture contingent assumptions are corroborated.  
Four major categories of environmental conditions are identified that make ex-
periences from management corroborate the validity of the basic assumptions 
embedded in modern management knowledge: (i) traditions, (ii) business condi-
tions, (iii) infrastructural systems, and (iv) social infrastructure. It is part of the 
picture that these categories of environmental conditions are elements of a thor-
oughly industrialised liberal economy context. In societies where industry and 
the market forces have not had time and/or opportunity to transform environ-
mental conditions, the acceptability and applicability of modern management 
practices must be questioned. 

Implications of the developed perspective for cross cultural management 

The observations made in this study have implications for two of the on-going 
discussions in cross-cultural management research in particular: the convergence 
vs. culture specific discussion and the discussion about the cultural relativity of 
the management style. The observations are therefore seen as arguments con-
tributing to these two discussions.  
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There are reasons to expect that management practices in developing 
countries will become increasingly similar to those in industrialised so-
cieties 

It is debated whether management practices are converging or if they will re-
main different in different societies. The analysis carried out in this study sup-
ports the convergence argument – at least when management practices in devel-
oped and developing countries are compared: there are reasons to expect that 
management practices in developing countries will become similar to those in 
the industrialised part of the world, largely because it is found that industrialism 
and economic liberalism together constitute a powerful environment transforma-
tion force. Over the years, this force will successively change the socio-
economic as well as the physical environment to match the demands of modern, 
large-scale industry. Industrialism is not restricted to the production processes 
only, but the business environment will be industrialised too. It is also accepted 
that two important elements in the development strategies of most developing 
countries are the introduction of industrial production methods and an increased 
reliance on the market forces as a path to economic development.  
The successive transformation of environmental conditions that can be expected 
to follow from a reliance on those two mechanisms for economic development 
will most likely make the assumptions underlying modern management knowl-
edge increasingly valid . This will also make the core normative messages un-
derlying modern management knowledge increasingly suitable and feasible in 
the developing countries – and increasingly acceptable to the local managers. 
Experience will corroborate that recipes for survival and success resting on these 
messages are effective, and this is the beginning of a process of cognitive trans-
formation leading to more “modern” assumptions about management relevant 
phenomena and an endorsement of the rationality behind the normative mes-
sages. 

… but there will probably be important differences too 
At the same time, the cross-cultural management literature review carried out as 
a prelude to the study implies that the convergence will probably never be com-
plete, because in cross-cultural management research it is shown that manage-
ment practices vary between different societies even if they are quite similar in 
economic respects. It may therefore be concluded that the normative messages 
that are accepted as the very core of modern management knowledge are best 
seen as themes – which leave space for societal as well as individual variations. 
By extension it can also be concluded that cultural sensitivity will remain impor-
tant in an increasingly globalised economy. 
The importance of technological and political traditions as conditions as an ex-
perience basis of modern management knowledge does also point to the impor-
tance of cultural sensitivity when such knowledge is introduced and applied in 
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developing Third World countries. Because it can be assumed to take time till 
the same technologisation is the case in the latter countries. It can also be as-
sumed that it will take time till the non-interventionist state policy and the de-
mocratic ideal has received full endorsement in these countries. It has taken at 
least a century in the Occident. 

Transferability hinges on a management of environmental conditions 
Related to the issue of convergence vs. cultural relativity is the issue of the 
transferability of managerial practices. It is argued that the cultural basis of 
managerial practices restricts their transferability from one society to another. 
The emphasis paid to corroborating evidence as a basis for the acceptability of 
managerial practices does point to the feasibility, however, of a transfer of 
managerial practices – if it is carried out as a two-way cultural management 
process.  
Cultural management may be defined as a conscious attempt to match manage-
rial practices with cultural features “in the mind-set” of members of an organisa-
tion. This matching may be regarded as a one-way or a two-way process. The 
crucial issue is how manageable the cultural features are expected to be.  
One approach to this issue is to emphasise the social function of cultural features 
i.e., their importance for the stability and predictability of social life. If these 
aspects are emphasised, cultural features are also regarded as quite inflexible 
and difficult to manage at the level of an organisation. This is a common posi-
tion in cross-cultural management research. The research aim is to identify and 
measure cultural differences, and to discuss the managerial consequences of 
these differences – including the mismatch between managerial practices that 
“work and fit” in one society, and cultural feature in other societies (cf. for in-
stance, Hofstede 1986, 1991). Another approach to the issue is to emphasise the 
ability of individuals to learn from experience, and culture as the outcome of this 
learning. When this ability is emphasised, cultural management is seen as a two-
way adaptation process: managerial practices are designed to match cultural fea-
tures, and environmental conditions are managed to make managerial practices 
accepted through corroborating evidence.  
The latter approach is supported in this study. The position is that culture con-
tingent assumptions may be difficult to change, but also that they will eventually 
change as a result of experience. The individual is seen as a reflexive interpreter 
of experience gained on a continuous basis, and the assumptions behind mana-
gerial practices are seen as resulting from this reflexive interpretation. They are 
working hypotheses that are continuously put to the test through management-
in-action. Experiences from management in action will either corroborate or 
question the validity of these assumptions – it is all a matter of prevailing envi-
ronmental contingencies. Eventually, such learning from experiences on an in-
dividual level will also result in learning on a social level. 
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A conclusion is that “preaching is not enough” in a transfer of management 
knowledge context. Haire et al. (1966) pointed to a gap between the words and 
deeds of managers: managers all over the world expressed a commitment to the 
same “modern” management practices in words, but their more profound cogni-
tive basis for managerial behaviour showed that there were important cross-
cultural differences – and it was concluded that this was deemed to leave traces 
in management-in-action.  
The present study points to a number of reasons to question the logic behind the 
normative messages underlying modern management knowledge when this 
knowledge is applied in developing countries. Conditions in the recipient socie-
ties resulted in experience of management-in-action that disqualified this logic. 
An important element in cultural management is therefore the management of 
environmental conditions – to turn them into corroborating conditions. This 
points to an image of cultural management as the tedious work of building plat-
forms of conditions that make the normative messages convincing (cf. Pettigrew 
and Whipp 1993). It also points to the importance of such a management of 
conditions for the transferability of management practices. 

The appropriateness of a democratic management style is a matter of 
capability, incentive systems and family conditions 

The relationship between environmental conditions and the effectiveness of dif-
ferent management styles is of importance in the discussion on the cultural ap-
propriateness of different management styles.  
It is argued that there is no “best” management style, but that the appropriate-
ness of the management style is culture contingent. In particular, it is argued that 
the management style should be more directive and controlling in developing 
countries than in the Western industrialised part of the world. Such a manage-
ment style is more in line with the pattern of authority in developing countries.  
The argument that the management style should be more directive and control-
ling receives support in the analysis carried out in this study. This is partly be-
cause the pattern of authority was different in the recipient societies, but also for 
more immediate reasons: it was found that three conditions were of importance 
for a suitable and feasible management style in all the cases studied: (a) the lack 
of industrialised capabilities of the employees at all levels in the organisations, 
(b) the urgent need for an additional income, and (c) the great importance of the 
family and the relatives.  
(i) The logic of a far reaching delegation is thwarted if subordinates lack the 
necessary capability 
The lack of industrialised capabilities is a more-or-less self-evident contingency 
in a non-industrialised developing country. The smallness of the industrial sector 
means that there has been neither much need for such capability, nor much op-
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portunity to acquire experience relevant to industry. This makes it difficult to 
pursue a delegative management style because the logic behind such a manage-
ment style rests upon the assumption that the subordinates have the capability 
and experience needed to carry out the tasks delegated to them in an effective 
way. The employees are seen as even more capable than their managers in their 
particular fields of responsibility, and this makes a far-reaching delegation of 
tasks and responsibilities an important key to organisational efficiency.  
(ii) The logic of a far reaching delegation is thwarted if the subordinates are not 
paid “industrialised” wages and salaries  
The inadequacy of wages and salaries paid to employees and managers in all 
cases in the study added to the non-suitability and non-feasibility of a far-
reaching delegation of tasks and responsibilities in these cases because this in-
adequacy made an urgent need for an additional income a contingency that has 
to be accounted for when the “appropriateness” of the management style is con-
sidered. The urgency of the additional income makes corruption a more-or-less 
normal element in the business game, and it is a constant threat to the loyalty to 
the employer. This calls for a more controlling management style than is the 
case in societies where wages and salaries are adequate to live on.  
(iii) The logic of a far reaching delegation is thwarted if the family unit is not 
“industrialised” 
The great importance of the enlarged family and of relatives added to the need 
for a controlling management style, because loyalty to the family overshadows 
loyalty to the organisation, and this had to be dealt with through a more control-
ling management style than is the case in societies where the ties to the relatives 
are looser. 

Implications of the developed perspective for the institutionalism approach  

The institutionalism approach is a very heterogeneous research approach. It is a 
research frontier in several academic disciplines: economic history, economics, 
political science and sociology but it also has deep historical roots in social sci-
ence. For quite a time, the approach was, however, not part of mainstream social 
research. This research was dominated by behaviourism and rational-actor ap-
proaches. The new interest in the institutionalism25 approach during the past 
decades can be seen as a criticism of these approaches (DiMaggio and Powell 
1991). It “brings society back in” into social science research and sees social 
behaviour as a societal phenomenon (Friedland and Alford 1991).  
The approach is also a research frontier in organisation and management theory. 
As such it is an approach that is characterised by a great deal of discussion and 
                                                 

25 The approach is also often labelled the “new institutionalism “ in more recent 
treatments of the institutionalism approach 
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debate. The aim here is to see the findings of this study as arguments in this de-
bate on institutionalism. In particular, the findings will be regarded as arguments 
in the debate on four issues: the mechanisms behind institutionalisation issue, 
the locus of implicit assumptions issue, the institutional variability issue, and the 
institutional change issue. 

On the mechanisms behind homogenisation 
An important argument underlying the institutionalism approach is that there is 
an evident homogeneity in the way organisations are managed and organised in 
the modern, Western part of the world. This focus on similarities rather than dif-
ferences departs from mainstream organisation theory and research, where dif-
ferent technical and commercial conditions are supposed to result in different 
managerial and organisational features.  
The reason for the evident homogeneity is disputed, however, within the institu-
tionalism approach itself. For one thing, it is a core expectation that managerial 
behaviour is motivated by a constant search for legitimacy rather than for effi-
ciency, and that this is an isomorphic force (cf. Meyer and Rowan 1977, Scott 
and Meyer 1991). But it is also suggested that the search for legitimacy is just 
one isomorphic pressure that operates in the economy. Other forces mentioned 
are organisational benchmarking and norms for appropriate managerial practices 
that are internalised by managers in the professionalisation process (cf. Di-
Maggio and Powell 1991, March and Olsen 1989). In addition to this it is sug-
gested that homogeneity originates in a shared cognitive basis for managerial 
behaviour (Scott 1991). 
Technical and competitive features are not so important to the image of appro-
priate management behaviour 
The observations made in this study support the idea that the internalisation of 
professional norms is a powerful force behind organisational and managerial 
isomorphism. Though the organisations in the cases studied are quite different in 
scope and activities, and conditions for competition vary quite a lot the image of 
appropriate managerial behaviour that is the basis of the transfer of management 
knowledge programmes is quite similar in all cases. It is based upon the same 
core normative messages. Technical and competitive features do not appear to 
be so important to the image of appropriate “modern management”. It may be 
concluded that an application of the same normative messages in different busi-
ness and organisational contexts is a mechanism behind organisational isomor-
phism in the Western, industrialised societies. 
The legitimising logic hinges on the acceptance of implicit assumptions 
It is a basic idea in this study that a cognitive basis of culture-contingent basic 
assumptions is conveyed together with more explicit theories and managerial 
practices in the management training process. The analysis carried out also 
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pointed to a paradigm of such basic assumptions. This paradigm can be seen as 
an even more profound isomorphic pressure in the Western, industrialised socie-
ties. If the basic assumptions are questioned, the legitimising logic behind the 
normative messages is questioned too. 

On the locus of institutional implicit assumptions 
An important reason for the heterogeneity of the institutionalism approach is 
that there is no general agreement on what comprises institutionalised behaviour 
(cf. Jepperson 1991). A common denominator is that such behaviour is charac-
terised by implicit assumptions. But it is disputed what it is that is implicit: pre-
cise behavioural practices, norms for behaviour, or the cognitive basis for be-
haviour.  
There are different “layers” of institutionalisation and implicitness  
The relationship between institutionalised behaviour and culture-contingent be-
haviour is an important issue in this context – and also something that is dis-
puted. For one thing, it is argued that there is a close relationship between the 
two: culture is seen as a “carrier” of institutionalised behaviour (Jepperson 
1991), and the degree of institutionalisation is considered to be a factor behind 
cultural persistence (Zucker 1991). On the other hand, it is contended that insti-
tutionalisation should be studied as a social phenomenon in itself, deserving its 
own explanatory theory – “the theory of practical action” (DiMaggio and Powell 
1991).  
The analysis carried out in this study is based upon the argument that institu-
tionalised behaviour is a core element in cultural behaviour. Such an image of 
institutionalised behaviour also implies that institutionalisation can be seen as a 
phenomenon with different “layers”. The implicitness of institutionalised behav-
iour can also be found at – at least – three different layers. (i) First, there is the 
surface layer of managerial practices. The focus in this study has not been on 
such practices, but it may be inferred from every-day practices that much of 
what goes on in an organisation has a taken-for-granted character. It is also an 
established “fact” in organisational theory that organisational activities are, to a 
great extent, carried out as standard operating procedures. This includes mana-
gerial practices (cf. Cyert and March 1963, Simon 1965). (ii) Second, there is a 
layer of normative messages indicating what is appropriate managerial behav-
iour (cf. March and Olsen 1989). These normative messages are seldom ex-
pressed in a clear-cut form. They form an implicit normative basis for manage-
rial behaviour. In this study, they are derived as normative common denomina-
tors in the body of management knowledge that is conveyed in management 
training. The normative messages derived are also checked against the image of 
appropriate management that forms the basis of the transfer of management 
knowledge programmes that have been analysed. (iii) Third, there is an even 
more profound cognitive layer of implicit assumptions underlying management 
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knowledge. These assumptions make managerial behaviour guided by the nor-
mative messages appear logical and justifiable. Such a rationale for managerial 
practices can be regarded as an important element of the legitimising concept in 
force (cf. Karlsson 1991). The analysis carried out in this study points to the 
great importance of a shared cognitive basis for the legitimising logic behind 
modern managerial practices.  

On institutional variability 
The homogeneity of managerial behaviour is quite evident from a bird’s eye 
perspective, but it is also quite evident that managerial behaviour shows a great 
deal of variation when it is observed more closely. This points to a macro-micro 
problem when the institutionalism approach is applied in organisational analy-
sis: the approach is developed to explain homogeneity in organisational behav-
iour at a societal level. When it is applied to the level of an organisation, it must 
account also for institutional variability.  
Social roles are “carriers” of institutionalised behaviour  
The problem is that the institutionalism approach is based upon an idea of social 
forces – the concept used is “isomorphic pressures” – whilst social behaviour is 
carried out by individuals. The individuals carrying out institutionalised behav-
iour may be subject to isomorphic forces – but they do so as reflective, interpre-
tative and active individuals, rather than as senseless reacting humanoids. In 
other words: there is a need for a “linking theory” that links the macro level of 
social forces with the micro level of individual behaviour.  
The position in this study is that role theory is such a “linking theory”. The gen-
eral idea is that social roles are carriers of institutionalised behaviour. Institu-
tionalised behaviour is the basis for role expectations, and such expectations are 
social forces that make role behaviour predictable. But it is also part of role the-
ory that predictability is not perfect. The reason for this is that social roles are 
performed by individuals – in accordance with their individual interpretations of 
role expectations and how restricted they are by these role expectations.  
There are several reasons for institutional variability 
The image of social roles as carriers of institutionalised behaviour, and of role 
behaviour as based upon reflection and interpretation points to four fundamental 
reasons for the institutional variation that is evident when managerial behaviour 
is closely studied:  
The openness of the normative messages. A sample of normative messages is 
identified as central to the image of appropriate managerial behaviour in the Oc-
cident. A characteristic for these normative messages is their openness. They are 
general orientations rather than precise procedures for managerial behaviour. 
This enables individual interpretations of the messages – how they shall be ex-
pressed in management-in-action. The single manager may “shop around” for 
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good practices and imitate these, but in the end, it is a matter of personality and 
personal experiences. The planning imperative, for instance, expresses the nor-
mative message that it is “good management” to rely on the planning approach. 
But it is not specified how much time and the amount of resources are to be put 
into planning activities, nor is it specified how the planning is to be imple-
mented. The individual manager may put more or less reliance on the planning 
approach as a result of his/her previous experience of planning – and of his/her 
attitude to uncertainty. In the same way, it must be recognised that the other 
normative messages enable individual interpretations too. It is part of the picture 
that the general vagueness of the normative messages also allows for organisa-
tional variations in managerial practices – even though the general pattern is 
there as a social institution.  
Contradictory norms. It is evident that the different norms identified may indi-
cate managerial behaviour that is in conflict. The democratic leadership ideal 
may be in conflict with the perfect rationality ideal (how much of the planning 
activities shall be delegated, and how much shall be carried out by specialists in 
planning?). The planning imperative may be in conflict with the rationality ideal 
(when is it rational to abort planning, and how large are the resources it is ra-
tional to invest in planning activities?). The perfect rationality ideal with its em-
phasis on a rational calculation may be in conflict with the market orientation 
imperative, with its emphasis on sensitivity to customer demands. And so on – 
there are numerous reasons for latent norm contradictions. It is also part of the 
picture that all the normative messages identified are backed up by a certain 
logic. This adds to the importance of individual interpretation and the weight the 
individual places on the logical reason for the different normative messages – 
and it opens up for organisational variations of managerial practices. 
Role conflicts. Another reason for institutional variability can be derived from 
the fact that an individual may be subject to different role expectations, because 
the social roles are external to the individual, and the same individual may per-
form different social roles (cf. Friedland and Alford 1991). This was made evi-
dent in the cases studied by the great importance placed on the extended family 
and by the importance of the central authorities. The local managers were sub-
ject to expectations as family members and members of the political system in 
addition to their expectations as managers. They had to strike a balance between 
these systems of role expectations. The same need for a balancing of role expec-
tations can be expected to be a important reason for institutional variability also 
in the Western, industrialised societies, even though the institutional spheres of 
action are kept separate to a greater extent than in non-Western, non-
industrialised societies. (cf. Berger and Luckman 1973) 
Variations in experience basis. It is part of the frame of reference of this study 
that the normative messages have a cognitive basis. They express a logic that is 
based upon a paradigm of assumptions – which are corroborated by experience 



 258

gained on a continuous basis. This points to a variation-in-experiences basis for 
institutional variability because different individuals may have different experi-
ences – for instance of the reliability of fellow human beings, and this influences 
greatly his/her interpretation of the democratic leadership ideal. The corroborat-
ing conditions may also be regarded as organisational variables – and this makes 
experience at the level of an organisation a variable too. The level of education 
and professional training of the work force, for instance, varies from organisa-
tion to organisation, and this can be of importance for organisational differences 
in management style. A management style that relies on a far-reaching delega-
tion of tasks and responsibilities is based upon a confidence in the capabilities 
and professionalism of the subordinates.  

On institutional change 
The institutionalism approach emphasises the stable, repetitive element of social 
behaviour. This is seen as a prerequisite for social co-operation and co-existence 
as a whole, since it makes the behaviour of fellow beings predictable and under-
standable. But it is also part of everyday experience that institutions do change. 
This includes management as a social institution: what is the optimum for ap-
propriate managerial behaviour is time related. This points to another important 
issue that is discussed within the institutionalism approach: the issue of institu-
tional change and the mechanisms behind such change (Powell and DiMaggio 
1991). 
Institutional change is partly a matter of “hypothesis testing” ...  
Two important approaches can be identified in the discussion of institutional 
change: one that sees the changes as originating in exogenous processes that 
short circuit the reproduction of institutionalised behaviour, and another that 
sees the changes as originating in institutional behaviour in itself (ibid).  
The frame of reference of this study has much in common with the former ap-
proach. It sees managerial behaviour as guided by normative messages indicat-
ing what is appropriate. Six core normative messages are identified as particu-
larly important to the image of appropriate managerial behaviour in the Western, 
industrialised societies. Attached to these normative messages is a certain ra-
tionalising means-end logic. In institutionalism terms, these institutional logical 
positions comprise a legitimising factor behind managerial behaviour (cf. Jep-
person 1991). 
A basic idea in this study is that the logic behind the institutionalised managerial 
behaviour is culturally conditioned: it is based upon a paradigm of culture-
contingent basic assumptions. Fifteen such basic assumptions are identified. It is 
also noted that there is an evident relationship between these assumptions and 
environmental conditions. Experiences from management-in-action corroborates 
the perceived validity of the basic assumptions when certain environmental con-
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ditions prevail. In other societies, where environmental conditions are different, 
experiences from management-in-action may, however, distort this corroborat-
ing mechanism.  
This also points to a fundamental reason for institutional change: if conditions 
change, the corroborating feedback mechanism is short-circuited, and this means 
that the basis for the legitimising logic behind managerial practices is ques-
tioned. But it is also part of the picture that culture-contingent assumptions are 
not easily changed: as cultural elements they are have a momentum. This mo-
mentum is not perfect, however, because the ability to learn from experience is 
fundamental to the development and evolution of human culture. So, when 
“enough” contradictory evidence has been gathered, the assumptions will even-
tually be changed (cf. Kuhn’s (1962) model for learning at a social level).  
... and partly a matter of replenishment of the pool of management personnel 
The scientific discourse on management can also be expected to be important to 
the changes in the management institution. Because scientific work is an institu-
tionalised form of behaviour, and a normative message that guides this behav-
iour is that all scientific analysis should be critical in its character. This includes 
a critical approach to established managerial practices. Eventually, the outcome 
of this critical analysis of managerial practices will be “filtered down” into the 
textbooks used in management training.  
The successive “filtering down” of arguments in the scientific discourse means 
that new generations of managers are carriers of changed norms for appropriate 
managerial behaviour. The reason for this is that managers-to-be are internalis-
ing norms for appropriate managerial behaviour that are somewhat different 
from those that former generations of managers have internalised. Such a suc-
cessive change in the norms for appropriate managerial behaviour conveyed in 
management training was evident in the literature review carried out in this 
study.  
This can be expected to be a reason for institutional change when the pool of 
management personnel is replenished, because new generations of managers are 
carriers of changed norms for appropriate behaviour (cf. Schein’s (1997) de-
scription of management as a carrier of recipes for survival and success). 

Summary of implications  

The analysis carried out in this study has implications for both the cross-cultural 
management research field and the institutional approach to management. 
Implications for cross-cultural management research 
The worldview approach to cross-cultural management differences reduces the 
risk for “analytical myopia”. Management is a complex activity in a complex 



 260

context, and the worldview approach is more apt to capture this complexity than 
the single phenomenon approach. 
Fifteen basic assumptions stand out as crucial to cross-cultural management dif-
ferences. These basic assumptions are assumed qualities attached to (a) the im-
age of time, (b) the image of the employee, (c) the image of the manager, (d) the 
image of the manager, (e) the image of the state, and (f) the image of the busi-
ness relation. 
The identification of these six perceptual elements as sources of cultural clashes 
when modern management knowledge is transferred to developing countries 
supports the importance placed on the same perceptual elements in cross-
cultural management research. 
The analysis points to an evident relationship between the basic assumptions and 
environmental conditions. An array of corroborating conditions are identified 
that makes the basic assumptions embedded in modern management practices 
appear valid and valid in the Western, industrialised societies. In societies where 
the corroborating conditions do not prevail, the acceptability and applicability of 
the same practices are questionable.  
The relationship between basic assumptions and environmental conditions is 
crucial to transfer of modern management knowledge programmes. It points to 
the importance of working with environmental conditions to promote the ac-
ceptability and applicability of the management practices transferred.  
The convergence hypothesis in cross-cultural management research is supported 
– at least in the long run and when managerial behaviour in developing Third 
World countries is compared with managerial behaviour in the Western, indus-
trialised societies. An increased reliance on the market mechanisms and the in-
troduction of industrial production technology in the former societies will 
gradually make modern management practices both more feasible and more ac-
ceptable in these countries.  
The legitimising logic behind the democratic, participative/delegative manage-
ment style hinges on the image of the employee as a skilled and capable profes-
sional, who is a loyal “organisation man” and who can manage his/her own af-
fairs after work. These assumed qualities of the employee are made valid if the 
work force is “industrialised”, i.e., where the employees have experiences from 
industrial work, have industry relevant training, are paid enough to provide for 
themselves and for their families, and have a social responsibility that is con-
fined to the nuclear family members. In countries where these conditions are not 
the case, the democratic management style may prove to be less acceptable and 
to result in disappointments if employed.  
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Implications for the institutionalism approach to managerial behaviour 
The analysis carried out supports the idea that professional norms are isomor-
phic forces. The same core normative messages are basic to the image of appro-
priate modern management knowledge conveyed in all cases in the study – even 
though the cases are very different in technical and competitive aspects. 
Managerial behaviour is an institutionalised behaviour with three major “lay-
ers”: (a) a layer of managerial every-day practices that are based upon more-or-
less implicit codes of conduct and standard operating procedures, (b) an implicit 
layer of core normative messages that are indicating what is appropriate mana-
gerial behaviour, and (c) an even more implicit layer of basic assumptions that 
provides a managerial behaviour in accordance with the core normative mes-
sages with a legitimising logic.  
Role theory is a “linking theory” that combines the macro perspective on institu-
tionalised behaviour as a social phenomenon with the micro perspective on insti-
tutionalised behaviour performed by individuals. 
Since individuals are active, reflexive and interpretative human beings, variabil-
ity in the performing of institutionalised behaviour is the normal thing. It is also 
part of the picture that (a) the normative messages that are guiding individuals in 
their role behaviour are open enough to give leeway to individual variations, (b) 
different normative messages may be contradictory, (c) the individual may be 
performing different social roles with different demands on the individual and 
his behaviour, and (d) there may be substantial variations in the individual ex-
perience-basis. These aspects of institutions and institutionalised behaviour 
makes institutional variability the normal thing on a micro level – even though 
the institutions are quite similar on a macro level.  
A major reason for institutionalised change is the “working hypothesis” charac-
ter of the basic assumptions that are embedded in management knowledge. They 
are put to test through experiences from the performing of role behaviour. When 
conditions change, experiences also change. Eventually, this leads to changed 
basic assumptions and – by extension – to changes in normative messages guid-
ing institutionalised behaviour.  
Another major reason for institutional change is the successional change of role 
incumbents. The messages conveyed in the socialising of managers are gradu-
ally altered and changed – not least because they are influenced by the scientific 
discourse on management. This means that new managers will be carriers of 
new ideas about appropriate managerial behaviour. 
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10 Implications for transfer of modern management 
knowledge strategies 
A point of departure for this study is the conclusion that cultural sensitivity is 
crucial to the effectiveness of transfer of modern management knowledge pro-
grammes. It is also concluded that there is probably a need for adjustments of 
management practices conveyed in such programmes to improve their accept-
ability and feasibility in developing countries. The perspective on modern man-
agement knowledge that is developed in this study is intended to contribute to 
the cultural sensitivity called for and to open up for the need for adjustments. 
The aim in this chapter is to discuss the need for adjustments, and how the ad-
justment shall be managed. This discussion is based on the perspective devel-
oped, and in particular on the recognition of the relationship between environ-
mental conditions and basic assumptions that is at the very heart of that perspec-
tive. 

The success of transfer of management knowledge programmes hinges 
upon a cognitive transformation 

The general aim of transfer of modern management knowledge programmes can 
be assumed to be that of having a sustainable impact on managerial thinking and 
behaviour of the local managers. These are expected to endorse the logic behind 
modern management practices and to use the practices in management-in-action 
also after the expatriate managers/management advisors have left. 
This makes it essential to the success of the transfer of modern management 
knowledge that the local managers accept the basic assumptions underlying 
modern management knowledge, and see them as valid representations of the 
"real thing". Because there is little reason to expect that the local managers will 
endorse the logic behind modern managerial practices unless they have accepted 
the basic assumptions on which this logic is based.  
A problem is that the basic assumptions underlying modern management knowl-
edge may be quite alien to the local managers in a transfer of modern manage-
ment knowledge programme, because these assumptions are elements of a cog-
nitive culture of another society, far away in another part of the world. There are 
also reasons to assume that the local managers have internalised quite different 
assumptions about management relevant phenomena. Because the basic assump-
tions embedded in modern management knowledge are interpretations of ex-
periences made in an environment that is very much shaped by the joint forces 
of liberalism and industrialism. In a non-industrialised Third World society, this 
environment-transforming mixture has not been at work, which means that ex-
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perience basis of assumptions attached to management relevant phenomena is 
different.  
This makes a cultural transformation both important and inevitable to the suc-
cess of transfer of modern management knowledge programmes: the local man-
agers must abandon "old” basic assumptions about phenomena in reality, and 
accept "new” basic assumptions that are essential to the logic behind modern 
management practices. It also makes rejection and refutation inevitable in such 
programmes, since culture is conservative and the local managers cannot be as-
sumed to accept new basic assumptions without hesitation and anxiety. 

Empirical validation is a key to acceptability 
A crucial problem is that the environmental conditions in a non-industrialised 
Third World society cannot be expected to provide the positive feed-back that is 
essential for acceptability and cognitive transformation. The application of mo-
dern managerial practices in that environment may, in fact, result in a negative 
feedback loop (see figure below). This can be seen as an important pitfall in all 
transfer of modern management knowledge programmes – and something that 
must be considered when such programmes are designed and carried out. Basi-
cally: the local managers can be expected to accept the assumptions that are in-
troduced together with the managerial practices conveyed in a transfer of mod-
ern management knowledge programme only if they see for themselves that 
these practices work. This points to the importance of working with environ-
mental conditions as a core element in a strategy to facilitate the acceptability of 
the basic assumptions. It is by changing the environmental conditions that a 
positive feedback of corroborating experiences can be achieved. 
It is part of the analysis carried out that quite a few corroborating conditions are 
identified. The discussion of measures to promote the acceptability of modern 
management knowledge in developing countries is based upon this recognition 
of different corroborating conditions. 

The ideal match is impossible to achieve  
Four major categories of corroborating conditions are identified: traditions, 
business conditions, infrastructural systems, and social infrastructure. These four 
categories of conditions compose the environmental basis of modern manage-
ment as an institutionalised behaviour.  
It is a common trait of these four categories of conditions that they are elements 
of a thoroughly industrialised liberal economy environment. They have evolved 
as a response to industry’s demands in an economy where the central govern-
ment has gradually accepted and endorsed the liberal, non-interventionist state 
policy as the best path to economic development, and where the survival of en-
terprises therefore hinges on their relative competitiveness. Another common 
trait of the four categories of conditions is that they are society wide to their 
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character. They are not confined to the environment around the single enterprise, 
but they compose a platform for the business game in general in a society. 
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Figure 30: Differences in environmental conditions result in non-
corroborating experiences in developing countries 
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A conclusion that can be made is that it is not possible to develop the corre-
sponding corroborating conditions within the frames of a single transfer of mod-
ern management knowledge programme. Much must be taken for given and the 
ideal match between environmental conditions and basic assumptions is impos-
sible to achieve.  
In general terms this means that what can be hoped for – and strived for - is a 
somewhat better match between experiences from management-in-action and 
the basic assumptions embedded in modern management practices. It is this con-
fined ambition that is the backcloth of the discussion presented below.  

Transfer of modern management knowledge programmes have two major 
phases 

Major changes in environmental conditions occur gradually and rather slowly. It 
is, however, part of the counterpart model that enterprise operations must be 
managed right away. This points to the importance of seeing transfer of modern 
management programmes based upon the counterpart model as comprising in 
two different phases: (i) an initial, short-term adjustment phase, when manage-
rial practices applied are adjusted to fit prevailing environmental conditions, (ii) 
a promotion phase, when attempts are made to increase the long-term match be-
tween modern managerial practices and environmental conditions26. 

Short-term adjustment 

Differences in environmental conditions are a reason to believe that modern 
management practices are not immediately applicable in developing countries. 
In the short run, there is a need for adjustments to make managerial practices 
match prevailing environmental conditions. The findings of this study also point 
to such adjustments of managerial practices that are necessary in the short-term.  

Less predictability calls for more flexibility 
The planning approach is central to the image of proper management conveyed 
in modern management knowledge. Good management is expected to be based 
upon forecasts and plans. The rationality of such an emphasis on planning is, 
however, conditioned. The future must, in particular, be predictable with suffi-
cient certainty to make it worth the time and effort spent.  
                                                 

26 It is possible to identify a third phase too: (iii) a consultancy phase, when the ex-
patriate managers have left the direct managerial responsibility in the hands of local 
managers, and possible training of local managers is carried out as conventional 
management training or consultancy. In this phase, it is very much up to the local 
managers to start developing their own image of appropriate managerial behaviour 
– as a local variant of modern management knowledge, based upon a deep insight in 
local cultural and socio-economic features. 
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There are reasons to expect that there are differences in this respect between the 
Western, industrialised societies and non-industrialised societies in the Third 
World. Industrialism and liberalism have successively transformed the environ-
ment in the former societies, and an important part of this transformation is that 
the future has grown increasingly predictable. In the non-industrialised societies 
in the Third World, the same process of industrialisation and liberalising has not 
occurred. There has been neither time, nor cause for the transformation, and the 
future is therefore still rather unpredictable.  
This has consequences for the feasibility of relying on the planning approach. In 
the more uncertain and unpredictable situation in a developing country, man-
agement must be more flexibility oriented. This includes shorter time horizons, 
fewer details in plans made, and more ad hoc management. 

… and more lobbying 
The central authorities can be expected to interfere more with the business game 
in a non-industrialised society than in the Western, industrialised societies. At 
least in the short run, when the logic of market reliance has not been as pro-
foundly endorsed as in the Western, industrialised societies. It must be assumed 
that decisions made at a central authority level will remain an important element 
in the business game in developing countries for a long time to come. This 
makes lobbying and negotiations a core activity in the business game – and a 
substitute for planning and forecasting.  

The element of gut-feeling is greater  
Management literature used in management training is stuffed with models for 
systematic information processing, and the professionalism of managers in the 
Western, industrialised societies rests very much upon the knowledge of these 
models. There are therefore reasons to expect that an introduction of models for 
systematic managerial decision-making is an important part of any transfer of 
modern management knowledge programme. 
There are, however, reasons to expect that this approach to decision-making 
may prove to be less feasible in a non-industrialised Third World society than it 
is in the Western, industrialised societies. A major reason is that all models for 
systematic information processing are subject to Gigo's law. The quality of the 
outcome depends on the quality of the information input, and there are substan-
tial differences in this respect when the situation in the industrialised Western 
societies is compared to that of non-industrialised Third World societies. There 
is not the same abundance of information for decision-making in a Third World 
society and the information that is available is less reliable.  
This means that a manager in a non-industrialised society must rely more on gut 
feeling than a manager in a Western, industrialised society must. Sophisticated 
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decision-making models are not the route to rationality in a situation when eve-
rything is highly uncertain.  

A more directive management style is necessary …  
The benefits of a delegative-participative management style are emphasised in 
contemporary management literature – and have been so since the 1950s. It may 
therefore be expected that the delegative-participative management style is part 
of the modern management knowledge that is transferred in a transfer of modern 
management knowledge programme.  
A reliance on a delegative-participative management style may also be seen as 
part of the “logic of industrialism”, because the development of industrial pro-
duction methods has led large-scale organisations, and such organisations are 
difficult to manage in an autocratic manner. Delegation of responsibility is nec-
essary for efficiency. This development has also led to increased professional-
ism, and this had made delegation necessary for reasons of specialised skills: the 
manager cannot be expected to be omniscient, but must rely on the professional-
ism of his/her subordinates – all the way down to the shop floor.  
There are, however, reasons to believe that an attempt to introduce such a mod-
ern management style in a non-industrialised society will run into problems. One 
reason is the lack of industrialised skills of the local labour force. There has not 
been time or reason for such skills to evolve in a society where the industrial 
sector is very small, and where the society as a whole is dominantly "traditional” 
in character.  
The lack of industrialised skills of the work force makes a directive management 
style necessary. It is not possible to rely on the abilities of subordinates to the 
same extent as in an industrialised society. The manager has to know best – as 
was expected in the Scientific Management School at the beginning of the 20th 
century.  

… and a more controlling management style 
Another reason to question the efficiency of a modern, delegative management 
style in non-industrialised Third World societies is the lack of an industrialised 
work-ethos – including with managers at all levels in the organisation as well as 
with ordinary employees. 
There are, in particular two elements of the work-ethos that can be expected to 
be problematic when a delegative management style is introduced: the lack of 
loyalty to the organisation and the lack of feeling for the virtue of punctuality. 
Differences in these respects make for a more controlling management style in 
non-industrialised Third World societies.  
A major reason to question the loyalty to the organisation is the inadequacy of 
wages and salaries. It was a common theme in all cases in this study that the 
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wages and salaries were so low that the managers and employees could not live 
on them. There was an urgent need for an additional income and/or an additional 
source of foodstuffs for virtually everyone working in the organisations. This 
was remarked upon as a source of split loyalty in the cases studied. 
Another major reason to question the loyalty to the organisation is that that the 
modern industrial organisation is not so important to social life in a non-
industrialised society as it is in an industrialised society. The most important so-
cial institutions are rather the extended family and the tribe. This has conse-
quences for the work-ethos. Loyalty to the family and to extra-organisational 
social relations overshadows loyalty to the organisation. It also means that nepo-
tism – both kinship nepotism and friendship nepotism – is a constant threat to 
the efficiency of operations. 
A more lax attitude to punctuality in non-industrialised countries is yet another 
reason to expect that a more controlling management style is necessary in such 
countries. Because a far-gone division of work makes punctuality crucial to 
management of industrial enterprises.  

Efficient incentive systems must focus on material rewards 
It is a core idea in modern management knowledge that the efficiency of opera-
tions depends on how motivated the employees are – and that the motivation is 
not solely a matter of material rewards. The Maslowian needs hierarchy model 
has a strong grip on incentive thinking. Lower level need categories are believed 
to be sufficiently satisfied to make higher level needs active as motivators. The 
employees are therefore expected to be much motivated by social affiliation, 
recognition, interesting and challenging work tasks – and by the possibility of 
self-management.  
This approach to incentives and motivating may also be quite valid in the indus-
trialised, Western societies. Salaries and wages are "adequate” to live on, and 
there is both an industrialised distribution system and industrialised living condi-
tions in general. Managers and employees in industry can afford to be motivated 
by higher level needs. But the situation may not be the same in a non-
industrialised society. It is a common theme in the cases in this study that wages 
and salaries were too low to live on. It was also recognised that a general scar-
city of everything characterised the living conditions in the different societies in 
the study – and that the distribution system was far from the effective "machine” 
it is in the industrialised societies. Managers and employees could never be cer-
tain of being able to acquire the foodstuffs and other necessities of life they 
needed, and this was a constant worry to them. In such a situation, higher-level 
needs are still not so active, and an effective incentive system must focus on ma-
terial rewards.  
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To management, the inadequacy of payment and the lack of industrialised distri-
bution is an efficiency problem. Because the employees in an organisation can-
not be expected to do a good job on an empty stomach or if they must pay con-
stant attention to the availability of food and goods in the market. Supplying the 
employees with base necessities is therefore a basis for an incentive system in a 
developing country, and a factory store is a important means to do so when the 
enterprise managed is still an "island of industrial production” in the economy as 
a whole.  

Lobbying is more important than marketing 
The importance of being sensitive to customers' needs and wishes is a core nor-
mative message conveyed in management training in the Western, industrialised 
societies. The survival of an enterprise is considered to hinge ultimately upon its 
ability to attract customers who are willing to pay for its products and services.  
This may be regarded as a cornerstone in the "logic of liberalism". It is expected 
that the enterprise faces constant competition, and that business relations are 
characterised by voluntarism. There is always some other enterprise out there 
that is eager to take over the customers, and the customers are free to choose to 
buy from the seller that offers the most attractive products or business agree-
ments. The customer is the King in “the logic of liberalism”.  
This is also an assumption that is quite valid in the industrialised, Western socie-
ties. The business game is not too far removed from the image of perfect compe-
tition. There are normally several sellers offering approximately the same prod-
ucts or services and the customers are free to choose between these sellers. But 
the situation can be expected to be different in a non-industrialised society. The 
industrial sector is normally quite small, and the enterprises in this sector oper-
ate in a monopolistic competition situation.  
It was also evident in the cases that the central authorities play quite a different 
and more direct role in the business game, compared with the role of the authori-
ties in Western industrialised societies. There was legacy of central planning, 
and the governments still attempted to run the economies in a direct way, even 
though new economic policies launched during the past decades emphasised that 
the market forces should be given increased leeway.  
The great dependency on decisions at a central level that followed from the at-
tempts of central authorities to manage the economy by direct means made net-
working important to success and survival. It is the central authority, not the 
customer, that is King in a centrally planned system, and the most important en-
vironmental relations to manage are those with the central authorities. Lobbying 
is more important than marketing, and it is a crucial to the survival and success 
of an enterprise that management invest in developing and maintaining authority 
relations. 
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An important problem adding to the importance of lobbying is the problem of 
the scarcity of foreign exchange. The enterprises managed needed foreign ex-
change to be able to import spare-parts and other essential items for the opera-
tions. But foreign exchange was a very scarce commodity in all societies in the 
study, and a commodity that was allocated at the level of the central authority. 
This added to the importance of lobbying as a route to success and survival of 
operations.  

Enterprise operations must be more embracing 
The benefit of specialisation is another cornerstone in the “logic of liberalism”. 
It is believed that specialisation leads to increased efficiency, and this is re-
garded to be the route to survival in a competitive environment. The normative 
message is that one shall not attempt to be a "Jack of all trades”, because one 
cannot be excellent in all trades. 
The specialisation advantage is applied at both the level of the enterprise and the 
level of the work task. At the level of the enterprise, the idea is that an enterprise 
shall focus on a small number of core activities – and to delegate auxiliary ac-
tivities to other enterprises and organisations in the business environment.  
This recipe for success and survival may also fit and work in the Western, indus-
trialised societies. But it is a recipe that is based upon the assumption that there 
are other enterprises in the business environment to which auxiliary activities 
can be delegated the, and this may prove to be a problem when the recipe is ap-
plied in a non-industrialised Third World society. There may not be any such 
enterprises simply because the industrial sector is small, and the existing suppli-
ers and service firms in that sector may not be fit to delegate matters to. This is a 
problem that is made particularly evident in a transfer of modern technology 
project, when the aim is to introduce a new and more advanced technology in 
the local economy.  
The smallness of the industrial sector also makes the lack of an industrialised 
distribution system, an industrialised public transport system, and industrialised 
living conditions in general a managerial problem in a non-industrialised soci-
ety.  
All in all: an enterprise in a non-industrialised Third World society must cater 
for many activities that are catered for by enterprises and organisations in the 
business environment in an industrialised society. A lack of a supportive busi-
ness environment means that the enterprise cannot focus on its core activities to 
the same extent as an enterprise in the Western, industrialised societies.  
It is also part of the picture that enterprises in developing countries have a more 
extended social responsibility for their employees. And in particular large scale 
enterprises and state owned enterprises. This means that they embrace activities 
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that Western enterprises that are normally outside enterprise responsibility in 
Western, industrialised societies.  

Long term promotion of assumptions  

The long-term aim of a transfer of modern management knowledge programme 
is to make the local managers accept and endorse the logic behind modern man-
agement practices. This makes the match between environmental conditions and 
the implicit assumptions underlying modern management knowledge important 
to the success of such programmes. A miss-match can be expected to result in 
negative feedback and a lack of acceptability of assumptions, whilst a match can 
be expected to result in empirical validation and improved acceptability.  
This relationship between the assumptions underlying modern management 
knowledge and environmental conditions makes evident that “preaching is not 
enough” in a transfer of modern management knowledge programme. A key 
element in a strategy for long-term success of such programmes is to promote 
the acceptance of the assumptions underlying modern management knowledge 
by working with the corroborating conditions.  

Promoting the predictability assumption 
The planning approach has a strong position in modern management knowledge. 
Good management is held to be based upon systematic planning. This is an ap-
proach that is motivated by the future orientation of industrial production. It may 
be regarded as a cornerstone of the “logic of industrialism”. It also carries the 
connotation of rationality, and rationality is an ideal that is striven for in modern 
management knowledge. But it is a rationality that is conditioned. Most impor-
tantly it is based upon a predictability assumption. Perfect predictability is an 
illusion, but the future must be “sufficiently” predictable to make a reliance on 
plans a basis for the allocation of resources and organisation of activities appear 
valid . If the uncertainty about the future is great, the same reliance on plans 
threatens to be dysfunctional. 
There are reasons to expect that the future is more uncertain and difficult to pre-
dict in a non-industrialised Third World society than it is in the Western, indus-
trialised societies. This is a main reason to question the acceptability of the pre-
dictability assumption in those societies. The assumption does not fit the “men-
tal landscape” in the mind-set of the local managers, and an attempt to introduce 
management practices resting on the assumption can be expected to lead to a 
vicious circle: experience shows that plans cannot be relied upon. To promote 
the predictability assumption in a transfer of modern management knowledge 
programme, attempts must therefore be made to change conditions in the recipi-
ent societies, making them less uncertainty generating. 
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Negotiating enterprise statutes 
Much uncertainty stems from the tradition of interventionist state policy. Central 
authorities have not fully accepted and endorsed the liberal non-interventionist 
state policy as the route to development, but attempt to create economic wealth 
and development through direct management of the economy. At an enterprise 
level, this means that the dependency on decisions made on a central authority 
level is a constant source of uncertainty. It is also part of the picture that 
emerged from the cases studied that the bureaucratic system will probably re-
main a source of uncertainty and unpredictability in the future. Not least since 
bureaucrats were not paid salaries that they could live on. 
What can be done is to negotiate enterprise statutes and to make it part of these 
statutes that enterprise management is given as much managerial discretion as 
possible. An increased reliance on the market forces as a path to development is 
also part of today’s development thinking, and this will probably – in the long 
run – both make the demand for managerial discretion increasingly valid and 
reduce the uncertainty stemming from central authorities interventions in the 
business game. The cases studied indicate, though, that the mental legacy of in-
terventionist state policy has a strong grip on administrative praxis in developing 
countries, which means that the uncertainty stemming from such policy will re-
main a managerial problem for a long time. 
Setting up a task force for information improvement 
The availability and reliability of management relevant information is important 
to the predictability assumption because the future is seen in the mirror of the 
past. This is a problem in a non-industrialised Third World society, where the 
body of information is not as “industrialised” as in the Western, industrialised 
societies. There is not the same amount of management relevant information, 
nor is the existing information as reliable. This lack of relevant and reliable in-
formation for managerial decision-making is a constant source of uncertainty 
that reduces the rationality of the planning approach. This also points to the im-
portance of managing the availability and reliability of such information in order 
to promote the predictability assumption.  
To do so, a task force can be set up to improve the body of management relevant 
information. Such a task force should consist of personnel with a variety of 
qualifications. Management personnel with industrial experience should be 
mixed with personnel with anthropological qualifications to make the informa-
tion country specific and relevant. Local management personnel should also be 
mixed with expatriate managers to make the former familiar with the logic be-
hind the need for different information and the reliability of the information 
gathered. An over-reliance on existing information can be expected to lead to a 
vicious circle, but a valid reliance can be expected to lead to an aim to enhance 
information reliability.  
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Managing infrastructural mismatches 
A lack of industrialised infrastructure is an important source of uncertainty in 
non-industrialised societies. There are, in particular, three elements in the infra-
structure that are remarked upon as generating uncertainty: the transport system, 
the system for the supply of electric power, and the telecommunication system.  
It follows that attempts should be made to industrialise these elements of the in-
frastructure in order to promote the predictability assumption. This is, however, 
something that is very costly and time-consuming. It is not something that is 
possible to do with the relatively limited resources that are at the disposal of a 
transfer of modern management knowledge programme. It must therefore be 
regarded as more valid to promote the predictability assumption through manag-
ing the mismatches between the demands of industry and the local infrastructure 
– and in particular those between the demands of industry and the local systems 
for transport and for supplies of electric power: the development of the tele-
communication technology is assumed to make the system for telecommunica-
tion less problematic.  
Developing a relevant logistics management knowledge 
The local transport system is a particularly important uncertainty generating 
condition in a developing country – and it will remain so for a long time. It has 
not evolved into the smooth operating and effective machinery it is in an old in-
dustrialised society, neither will it be the case in the foreseeable future. This is 
because investments in the infrastructure are normally very costly – and particu-
larly so for a poor developing country. It is also a matter of costly imports of 
new vehicles and spare-parts to these.  
To manage the mismatch between the infrastructure and the demands of industry 
for predictability, an attempt can be made to develop a logistics management 
knowledge relevant to society. The important capability for this task is probably 
found in the military services, rather than in industry, because contemporary lo-
gistics management is very much based upon the predictability assumption. This 
is made particularly evident by the emphasis paid to JIT techniques.  
”Industrialising” wages and salaries 
An industrialised work-ethos is a certainty generating environmental condition 
in the Western industrialised societies. The employees at all levels in the organi-
sation have internalised the virtues of punctuality and presence during work 
hours. In a non-industrialised Third World society, the same virtues may not be 
as prominent. An important reason for this can be found in the inadequacy of 
salaries and wages. Inadequate wages and salaries make an urgent need for an 
additional income or an additional source of food an important force behind em-
ployee behaviour. 
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To promote predictability, attempts should therefore be made to industrialise 
wages and salaries – making them adequate for a full-time industrial employee 
to live on. This is partly a matter of negotiations with state authorities: a com-
mon theme in all the cases studied was that the wages and salaries were decided 
upon at the level of a central authority. But it is also partly a matter of manage-
ment responsibility. Because management can circumvent state regulations in 
different ways to make sure that the employees are paid adequately, for instance 
through bartering. 
Making sure the employees are paid adequately is also a means to reduce the 
uncertainty that comes with the urgent need for an additional income and the 
great dependency on the private homestead that were parts of the picture in the 
cases studied. 
Setting up a factory shop 
The lack of an industrialised consumer market in the business environment, 
where full-time industrial employees can provide for themselves and their fami-
lies, is an uncertainty generating condition. The distribution system is not indus-
trialised. The availability of food and other basic commodities is uncertain and 
uneven, and much time must be spent on monitoring and tracking goods in the 
market.  
To reduce this problem, a factory shop can be set up, where the supply matches 
the needs of the employees. To make this shop function efficiently, a transfer of 
shop management knowledge can also be added to the transfer of management 
knowledge programme.  
Encouraging the local entrepreneurial spirit 
A lack of local suppliers and service firms adds to the uncertainty in a non-
industrialised society. An organisation cannot count on instant assistance when 
something breaks down or is otherwise needed in operations. Spare-parts, tools 
and inputs have to be imported from abroad, and this takes a long time – due to 
long distances and a general lack of foreign exchange to pay for the imports.  
One way to reduce this uncertainty is to support and stimulate the local entre-
preneurial spirit. This aim can be achieved through a McClellan-inspired pro-
gramme, but also through a sister industry programme attached to a transfer of 
modern management knowledge programme. The idea would be to contribute to 
the development of a supportive business environment.  
Making exports part of enterprise statutes 
Another way to reduce the problem is to make the enterprise self-reliant in for-
eign exchange. This can be done through making export part of enterprise stat-
utes, and through an agreement with central authorities that the enterprise should 
be entitled to use part of the revenues from exports for its own imports.  
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This is also a means to reduce the uncertainty stemming from the dependency on 
decisions made on an authority level.  

Promoting the time-is-money assumption 
The image of time as clock time and a scarce resource that must not be wasted – 
the time-is-money assumption – are important to the rationality concept underly-
ing modern management knowledge. There are, however, reasons to question 
the acceptability of this image of time in Third World societies, and these rea-
sons also point to the opportunities to promote the image.  
Providing watches 
Clock time is evident everywhere in Western industrialised societies. There are 
clocks on church towers, in official buildings, on the walls of enterprises – and 
on many other places. These clocks are indications of a flow of time in society at 
large. Almost every individual in such a society is attached to that flow of time 
through a watch on his/her wrist. He/she structures his/her days – including 
working hours – according to the time shown by his/her watch.  
There are also reasons to see clock time as an industrialised time perception. Be-
cause a far-gone division of work is a characteristic trait of industrial activities, 
and this requires a coordinating device. Clock time is such a device. The great 
emphasis on punctuality as a component of an industrialised work ethos also 
points in the same direction. This makes an internalising of time as clock time 
crucial to the transfer of modern management knowledge – and codes of behav-
iour.  
In a developing country, clock-time does not permeate every-day life to the 
same extent. Clock time is not evident everywhere in a society, and the individ-
ual employee does not possess a private watch of his/her own. An almost self-
evident conclusion is that an investment in public clocks and private watches is 
a way of promoting an image of time as clock-time.  
Making certain transports work 
A major reason for the lack of “feeling” for punctuality with the local managers 
and employees alike in the cases was suggested to be the lack of reliable trans-
ports. This made it more-or-less important to demand and expect punctuality. 
An evident conclusion is that the virtue of punctuality is promoted by providing 
reliable transports to and from work, and also to work with the logistics man-
agement that was commented upon above as a means to improve predictability.  
Making certain managers and employees are paid adequately 
The lack of adequate payment is remarked upon as a core reason for unforeseen 
absence. Employees and managers simply could not afford to respect work 
hours to the same extent as employees and managers in Western, industrialised 
societies can. It follows that making sure that managers and employees are paid 
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adequately is a means to promote the virtue of being present at work hours – and 
the image of time as a scarce resource that the employer has purchased.  
Making interest matters 
The time-is-money assumption rests upon the importance of interest in a capital-
ist society. The interventionist state policy pursued by the authorities in the 
cases studied run counter to this importance of interest. It made lobbying more 
rational than considering cost-of-money.  
To promote a time-is-money assumption it is therefore crucial to make interest 
matter. To do so, an element of the borrowing of money can be made part of the 
transfer of technology programme, both at enterprise level and at employee 
level. This can be regarded as a means to promote a capitalist image of time. 

Promoting the capable employee assumption 
An important element in modern leadership approaches is the assumption that 
employees at all levels in an organisation possess specialist abilities in their 
trades and/or work tasks. It is concluded that the efficiency of an organisation 
benefits from an employment of all these abilities – allowing the employees to 
have a say in what to do and how to do it. This leads to an emphasis on partici-
pation and a far-reaching delegation of responsibility as a means to greater effi-
ciency.  
The logic behind this conclusion rests, however, on the assumption that the em-
ployee is capable of contributing to the efficiency of decisions made. This is an 
assumption that may not hold in a non-industrialised Third World society, where 
the employees may come straight from the fields, with no prior industrial train-
ing and experience. In such a situation, the capable employee assumption may 
appear quite alien, and the relationship between workers and managers more in 
line with that promoted by Taylor at the beginning of the 20th century. The ex-
pectation that the manager knows best may appear more valid than the expecta-
tion that the employees have specialist capabilities. 
Not much can be done about the lack of industrial tradition 
One source of industry relevant capability that was remarked upon as lacking in 
the cases was the lack of industrial tradition. It is part of this tradition that the 
employees bring with them a basic knowledge and know-how about technical 
gadgets to work – how they work and how they are maintained.  
Not much can be done about this lack of industrial tradition in a single transfer 
of management knowledge programme, apart from instructing and teaching how 
the technical tools etc. function and are maintained. 
Investing in vocational training 
The lack of professional workers such as welders, plumbers, mechanics, electri-
cians and the like is a particular problem in a developing country context. These 
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categories of professional workers may be regarded as a spearhead in the devel-
opment of a new image of the employee and his capability. Their professional-
ism rests upon a specialist training, and the manager cannot be expected to – and 
cannot expect him/herself – to possess the same specialist knowledge without 
training in the profession. The manager must rely on the capability of profes-
sional workers.  
An important step towards a more "modern” image of the employee's capability 
would therefore be to make vocational training part of a transfer of management 
knowledge programme. Either as part of a technology transfer programme, or as 
development assistance in itself. Such professonalisation of the employees may 
be regarded as an important step in the "modernisation” of the image of the em-
ployee in the mind-set of the local managers. 
On the-job- training abroad 
The small size of the industrial sector in a developing country is a hindrance to 
the evolution of an image of the employee as capable. Because this makes the 
pool of employees with experiences from industrial work small too.  
A possible means to enlarge this pool of employees with experiences from in-
dustrial production is to make on-the-job training abroad part of the transfer 
programme.  

Promoting the “organisation man” assumption 
The rationality of a far-reaching delegation of responsibility also rests upon the 
assumption that the employee is a loyal organisation individual, who does not 
misuse the responsibility delegated. This is, however, an assumption that can be 
questioned in a non-industrialised society. Two reasons to question the “organi-
sation man” assumption were mentioned in particular in the cases: the greater 
importance of the loyalty to the network of kinship outside the organisation and 
the inadequacy of wages and salaries, 
Not much can be done about the social system in the recipient countries 
In general terms, it must be held to be quite impossible to make any major 
changes in the status system in the recipient countries. The industrial organisa-
tion is an "island” in a traditional economy, dominated by agricultural produc-
tion. It is also an alien element in the social environment. The family, the kin-
ship network, the tribe, and the political structure – all are more important to the 
status of the individual than the membership of an industrial enterprise. This dif-
ference in status systems can be difficult to change. It will take time to "industri-
alise” the social structure in a non-industrial society. 
The lack of a social security worth mentioning is remarked upon in particular as 
a condition that makes the extended family and the kinship network more impor-
tant in a developing country context than in Western, industrialised societies. It 
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makes the individual very dependent on the relatives if something happens. The 
other aspect of this dependency is an extended social responsibility.  
Industrialising wages and salaries 
A more manageable condition is, however, the second major reason to question 
the organisation individual assumption: the inadequacy of wages and salaries. 
Such inadequacy of wages and salaries make the need for an additional income a 
constant threat to the employees’ sense of loyalty to the organisation. An impor-
tant step in the development of an industrialised work-ethos emphasising the 
loyalty to the organisation is to make sure wages are set at an "industrialised” 
level, i.e., they are to be set at a level that makes it possible for a full-time indus-
trial worker to live on them. 

As mentioned above, this "industrialisation” of the wages is partly achieved 
through negotiation with central authorities – convincing them that the effi-
ciency of the operations rests upon the level of the wages set. But it is also a 
matter of management of the employees’ life conditions in a direct way – and in 
order to promote the efficiency of enterprise operations.  
Managing the nutrition situation 
Part of the split loyalty problem stems from the lack of an industrialised con-
sumer market in developing countries, where the employees can purchase what 
they need for living in an efficient and reliable way – and in particular the food-
stuff they need. This makes them very depending on the homestead – so depend-
ing that the loyalty to the organisation is put in question. It follows that a man-
agement of the nutrition situation of the employees is crucial to the development 
of an industrialised work ethos, including a sense of loyalty to the em-
ployer/organisation. This includes both the setting up of a factory shop and the 
purchasing of goods for that shop. 

Promoting the autonomous employee assumption 
A third aspect of the image of the employee underlying modern management 
knowledge that surfaced in the problems experienced, was the autonomous em-
ployee assumption. Modern management practices rests on the assumption that 
the employee can take care of his/her own private affairs after work. Managerial 
responsibility for the employees halts at boundary of the factory premises.  
This autonomous employee assumption can be questioned in non-industrialised 
societies, basically because the employees cannot manage on their own. The en-
vironment is not industrialised to make such an assumption valid .  
Outsourcing of factory store 
An industrialised consumer market is an important element in an industrialised 
business environment. A full-time industrial worker is expected to be able to 
buy whatever necessities he/she needs after work and with the wage earned. In a 
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non-industrialised society, this condition may not be at hand. The consumer 
market is not developed to cater for the needs of full-time industrial workers. 
This makes it important for the efficiency of the organisation to make sure the 
employees are provided with food etc through a factory store.  
But such a factory store may also generate problems. In particular: it generates a 
dependence on the factory and this runs counter to a third assumption behind 
contemporary leadership approaches: that managerial responsibility and author-
ity stays within the factory. The employee is expected to be autonomous and 
able to deal with his/her private business after work. To promote such an 
autonomous employee assumption, an outsourcing of the factory store – to a co-
operative or to a private proprietor – may therefore be considered an important 
step. 
Outsourcing of transport services 
In the same vein, the outsourcing of transport services may be a step in the de-
velopment of an autonomous employee. A lack of efficient and reliable public 
transports may make it an imperative to cater for the employees’ travels to and 
from work – and also for the employees’ travels for other reasons. The travels to 
and from relatives’ funerals were mentioned in particular in the cases. By exten-
sion, this runs counter to the image of the employee as an autonomous employee 
who can manage on his/her own after work. Hence, an outsourcing of transport 
services can be regarded as a means to promote the autonomous employee as-
sumption.  

Promoting the democratic leader assumption 
The democratic leader assumption is central to the image of the manager con-
veyed in modern management knowledge. This assumption is part of a larger 
authority pattern in the Western, industrialised societies. The democratic ideal 
has grown increasingly strong in administrative thinking during the past century 
in those societies, and a core question is why democracy shall halt at factory 
gates. 
Not much can be done about the authority pattern in the recipient countries 
The democratic ideal cannot be assumed to have the same strong position in de-
veloping countries. Not least because of the lack of professional training and 
higher education. This fosters an elitist image of authority. The cases studied 
also point to the history of civil war and warfare in general as a condition that is 
of importance for the more authoritarian authority pattern in developing coun-
tries. 
It must be concluded that not much can be done about the authority pattern in 
the recipient countries in a transfer of modern management programme. It is a 
matter of a long tradition outside the single enterprise. 
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Investing in vocational training 
One thing that can be done is, however, to invest in employee capabilities and 
skills. For instance by making vocational training part of the transfer of technol-
ogy and modern management knowledge programme. Vocational training is the 
basis of professionalism, and such professionalism makes a delega-
tive/participative management style motivated – and feasible. 
Investing in training abroad 
On-the-job experiences is another source of employee capabilities and skills. 
The small size of the industrial sector in developing countries means that the 
pool of employees with industry relevant on-the-job experiences is small too. As 
mentioned above, this pool can be extended by sending employees abroad for 
on-the-job experiences. This is also a means to promote the democratic leader 
assumption.  

Promoting the primus-inter-pares assumption 
Economic development has led to an increased specialisation of work tasks in 
the Western, industrialised societies. It has also led to an increased professional-
ism: work tasks have become increasingly sophisticated and demand specialist 
capabilities. This development is reflected in the image of the manager too: the 
manager has the ultimate power to decide in organisational matters, but he/she is 
not omnipotent. He/she must rely on the skills of specialists under his/her com-
mand.  
It is also part of this development that the managerial role is separate from the 
ownership role, and that the manager is a specialist in management matters. The 
manager is regarded as a professional amongst professionals, but also as a pri-
mus-inter-pares. 
Professionalisation of employees  
A lack of professional workers can be expected to be a hindrance to the inter-
nalisation of a primus-inter-pares assumption. Since the subordinates cannot be 
expected to be specialists in their trades, it is not self-evidently important that 
the management can benefit from conferring with them. 
This points to an important means to promote the same assumption: through an 
investment in a vocational training programme. Such a programme for voca-
tional training is important to the efficiency of technology transfer programmes. 
It may also be regarded as an important basis for a new image of the manager – 
one that emphasises the need to rely on subordinates, and to confer with them in 
organisational matters. 

Sending employees abroad for on-the-job training 
On-the-job experiences are another capability basis of relevance for the primus-
inter-pares assumption. Through such experiences, the employees and mangers 
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at all levels in the organisation hierarchy develop an expertise in their work 
tasks, and this makes a conferring with them a “normal” managerial praxis. 
As mentioned above, the small size of the industrial sector in a developing coun-
try is a problem in this context. Because it implies that the pool of individuals 
with industry relevant on-the-job experiences is small too. Sending employees 
abroad to acquire such on-the-job experience is a means to expand this pool – 
and to promote the primus-inter-pares assumption.  
Professionalisation of the manager role 
The professionalisation of the employees also includes the role of the manager. 
The development in the Western, industrialised societies has led to a separation 
of management from ownership. The managerial role is a social role with a body 
of role specific knowledge attached to it. This is an important basis for the pro-
fessional-amongst-professionals image of the managerial role.  
In a non-industrialised society, the same development towards a separation of 
the managerial role from the ownership role has not been so prominent. In state-
owned or parastatal enterprises, the managerial role may also be regarded as an 
extension of the administrative system. This is a hindrance to the professional-
amongst-professionals image of the manager. His/her authority in the organisa-
tion does not come from his/her professional qualifications and skills, but from 
his/her role in the political structure.  
To promote the professional-amongst-professionals aspect of the managerial 
role, a transfer of management knowledge is an important step. But it must be 
followed by a negotiation with central authorities that the manager shall have 
substantial autonomy. The enterprise has to be cut loose from the administrative 
system. 
Outsourcing factory village responsibility 
A stumbling stone in the development of a “modern” image of the manger is the 
much wider responsibility for the living conditions of the employees that was 
remarked upon in the cases studied. Much because living conditions in the de-
veloping countries had not been “industrialised”. In some cases, the enterprises 
resembled the traditional factory village at the time of the industrial revolution 
in Sweden – and the manager role that of the traditional “squire”. Managerial 
responsibility for the employees stretched into the private lives of the employ-
ees. Managerial authority was, for that reason, much bigger than that of a con-
temporary manager in the Western, industrialised societies.  
An outsourcing of factory village responsibility – or major parts of it – is a 
means to reduce this “squire” resemblance of the manager role in a developing 
country, and to promote a primus-inter-pares image of the manager 
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Promoting the stewardship assumption 
The separation of management from ownership is the basis for the stewardship 
assumption in the image of the manager underlying modern management 
knowledge. The manager is expected to be loyal to the owners/principals of the 
organisation managed, and to make decisions in the best interests of these own-
ers/principals.  
This stewardship assumption is questioned in a non-industrialised society. Two 
major reasons for the questioning of this assumption were commented upon in 
particular in the cases studied: the great importance of the family and the kinship 
structure; and the low salaries paid to the managers. 
Developing accounting and auditing qualifications and systems 
As mentioned before, it must be held that it is practically impossible to change 
the social structure in the recipient country in a transfer of management knowl-
edge programme. Such a change takes a long time. It is therefore necessary to 
develop systems to manage the threat to the managerial loyalty to the employer 
that stems from the great importance of the extended family and the kinship 
network in a developing country.  
The introduction and development of systems and qualifications for accounting 
and auditing is crucial in this context. Not least because the accounting system 
used in the Western, industrialised societies rests firmly upon the stewardship 
assumption, and has done so ever since the times of Pacioli. It is a managerial 
obligation to present financial reports to the owners/principals, and the man-
ager’s ability is judged on the basis of these reports. There are established stan-
dards for this reporting that are developed with the intent to present a “true and 
fair” picture of the organisation – even though this must be regarded more as an 
intent than as an attainable goal.  
There are also systems for professional auditing based upon specialised qualifi-
cations and auditing practices. These systems may be regarded as yet another 
basis for the stewardship assumption. The manager is constantly aware of the 
fact that someone with a professional ability will scrutinise and check the reports 
presented for the owners/principals.  
It may be concluded that programmes for the development of accounting and 
auditing capabilities are important means to promote a stewardship assumption.  
Industrialisation of management salaries 
A low salary makes managers prone to use organisational resources for their 
own private ends. They are simply not paid to be loyal to the principals/owners 
of the organisation. An important step in the development of a stewardship as-
sumption is therefore to make sure the mangers are paid enough. This may be 
regarded as an industrialisation of management salaries, because it is part of the 
industrialisation that owners are separated from the management of the organisa-
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tions owned. They must therefore rely on the loyalty of the managers they have 
hired to run the operations – and this loyalty is paid for with high salaries. 
It was a common theme in the cases studied that the wages and salaries were 
paid according to a scheme decided upon by a central authority. This makes the 
industrialisation of management salaries very much a matter of negotiation with 
central authorities. These authorities must be convinced that there is a point in 
paying for loyalty.  

Promoting the non-interventionist state assumption 
Modern management knowledge rests firmly on the assumption that the gov-
ernment pursues a non-interventionist state policy. Relations with political and 
administrative authorities are given very little attention, implying that a proper 
management of these relations is not vital to the success and survival of an en-
terprise. 
This non-interventionist state assumption underlying modern management 
knowledge can be seen as questionable in a non-industrialised Third World so-
ciety. Economic and political conditions are different, and a great dependency 
on decisions made by a central authority can be expected to be part of the busi-
ness game that managers of enterprises in those societies play.  
Two major reasons for this greater dependency on decisions by a central author-
ity can be identified: the central planning legacy and the general scarcity of for-
eign exchange.  
Negotiating enterprise autonomy 
The non-interventionist state policy expresses a reliance on the ”invisible hand” 
of the market forces as an effective allocator of economic resources. This reli-
ance will be questionable in a society where there is no legitimating history of 
economic growth juxtaposed with a liberal economic policy – as there is in the 
Western, industrialised societies. It may rather be expected that the ruling elite 
in a non-industrialised Third world is prone to rely on the logic of administrative 
rationality as a mechanism for economic policies and development strategies. 
This reliance on the logic of administrative rationality can be regarded as the 
basis for the central planning policies that are part of the economic-political leg-
acy in all the cases in the study – as it is in a great deal of the developing world.  
The small size of the industrial sector can also be assumed to contribute to the 
reliance on logic of administrative rationality. Because it makes the industrial 
sector appear manageable. I addition to this, a seller’s market may make central 
authorities inclined to intervene in the business game in order to reduce the cor-
ruption that follows on such a business condition.  
A new era has commenced after the collapse of the Soviet system. The central 
planning system has been discredited by the economic development in the socie-
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ties where it has been applied, and the market economy system is recognised to 
be a more effective economic mechanism. This new era was evident in all the 
cases in the study. New economic policies were introduced in the period covered 
by the cases. An increased reliance on market mechanisms and an increased 
autonomy delegated to enterprises were core elements in these policies in all 
cases. This may be regarded as a change of conditions that makes the non-
interventionist state assumption more valid .  
It is also part of the picture, however, that the change does not take place in-
stantly and completely. It is rather a process that is both time-consuming and 
filled with anxiety. Neither political and administrative authorities, nor the popu-
lation at large can be expected to rely instantly on the ”invisible hand” of the 
market forces for the allocation of economic resources. The government and the 
administrative authorities can therefore be expected to play a more direct role in 
the business game in a non-industrialised Third World society than in the socie-
ties where modern management knowledge has evolved.  
This means that the non-interventionist assumption is questionable. The man-
agement of relations with political and administrative authorities is essential for 
the success and survival of an enterprise for a long time to come. This is some-
thing that cannot be remedied in a transfer of management knowledge pro-
gramme. What can be done is to attempt to make autonomy part of the enter-
prise statutes in a transfer of technology programme, including a high degree of 
managerial discretion.  
Making exports part of enterprise statutes 
The great import dependency that follows from the lack of a supportive business 
environment in developing countries and from the alien character of modern, up-
to-date technology in those societies, is another reason for the great dependency 
on decisions made by a central authority. It makes the allocation of foreign ex-
change for the enterprise central to its efficiency, and this foreign exchange is 
allocated by a central authority.  
To avoid this dependency, and to promote the non-interventionist state assump-
tion, an attempt can be made to make exports part of enterprise statutes. The re-
turns from these exports can be used to pay for the imports needed. 

Promoting the specialised enterprise assumption 
The specialisation advantage has a strong grip on economic thinking in the 
Western, industrialised societies – including on modern management knowl-
edge. Specialisation is seen as the path to success and survival in a competitive 
environment. The specialisation advantage is also basic to the image of the en-
terprise conveyed in management knowledge: it is seen as a highly specialised 
production unit with a very confined social responsibility for the welfare of the 
employees outside enterprise gates. This specialised enterprise assumption may 
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also be quite valid in the Western, industrialised societies. Enterprises have 
gradually grown increasingly specialised, and their social responsibility has been 
gradually confined.  
There are, however, reasons to question the same specialised enterprise assump-
tion in developing countries. Enterprises employing modern technology are 
forced to be more self-reliant in such countries, due to a general lack of suppor-
tive business environment. The responsibility for the employees’ welfare is also 
more embracing, due to the lack of “industrialised” environment in general.  
Encouraging the entrepreneurial spirit 
One way to promote the specialised enterprise assumption is to attempt to en-
courage the local entrepreneurial spirit. As mentioned above, this may be done 
through a McClellan inspired programme for development of the achievement 
need, or by investing in a SME-oriented sister industry programme. The ambi-
tion with such programmes for the development of a local entrepreneurial spirit 
is to enlarge and improve the supportive business environment.  
The relative sophistication of the technology introduced in a transfer of modern 
technology programme also points to the importance of a co-operation with the 
local entrepreneurs in order to develop products and services that match the de-
mands of the technology employed. A modern, sophisticated technology de-
mands modern, sophisticated spare-parts and inputs. 
Outsourcing the “social sphere” 
The cases imply that the lack of an “industrialised” environment around the en-
terprise is a reason for a wider “social sphere” in developing country enterprises 
– and a wider managerial responsibility for the welfare of the employees outside 
enterprise gates.  
This responsibility for the welfare of the employees can be reduced by a con-
scious outsourcing policy. A factory shop that can cater for employees’ needs 
may be necessary for the efficiency of enterprise, but this shop must not be man-
aged by the enterprise. The responsibility can be delegated to someone else. It 
may also be necessary to arrange for employees’ transports – to and from work 
in particular – but the transport service must not be part of enterprise operations. 
It may be outsourced to someone else. Likewise, the management of the society 
– including housing, light, sewers etc., must not be part of enterprise 
responsibility. It can be managed by some external authority – that may be set 
up as a “programme within the programme” in a transfer of modern technology 
programme.  
Inadequate wages and salaries were mentioned as another reason for the wider 
social responsibility of the enterprises in the cases. Enterprise management had 
to make sure that the employees’ needs were catered for, since these could not 
purchase what they needed with the payment received. This points to the impor-
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tance of making sure that payment is adequate as a means to promote the spe-
cialised enterprise assumption. 

Promoting the autonomous enterprise assumption 
Another basic assumption about the enterprise conveyed in modern management 
knowledge is that of an autonomous economic actor. This assumption may be 
questioned in developing countries, where the legacy of central planning is still 
strong in administrative praxis – and in particular where the enterprise in ques-
tion is wholly or partially state owned. 
A small industrial sector can also be assumed to make central authorities in-
clined to manage this sector through direct intervention and central planning. It 
makes the sector management task appear possible – and necessary to reduce the 
risk of corruption.  
Not much can be done about the administrative tradition 
The assumption may be increasingly acceptable with an increased reliance on 
market economy policies as a path to development in the developing countries. 
But it must also be held that not much can be done to change the political tradi-
tion in a single development assistance programme. What can be done is, as 
mentioned above, to try to make enterprise autonomy part of the enterprise stat-
utes.  
Making export part of the enterprise statutes 
Another means to promote an autonomous enterprise assumption is to make ex-
port part of the enterprise statutes – and to negotiate with central authorities that 
part of the export revenues can be used for the import of spareparts and inputs. 
In that way, the managerial discretion is extended. 

Promoting the voluntary business assumption 
It is central to the logic of economic liberalism that business is carried out on a 
voluntary basis. If a customer is not satisfied with products or business condi-
tions offered, he/she is free to turn to another seller. This makes it imperative to 
be sensitive to customer demands.  
There are, however, reasons to question the validity of this voluntary business 
assumption in a non-industrialised Third World society. The main reasons for 
this are that a legacy of central planning may still be viable in the economic role 
played by the government and central authorities, and that the industrial sector is 
small, and enterprises included in this sector may have a monopolistic situation 
due to the absence of competitors. The perfect competition condition assumed in 
liberal logic may be an illusion to a much higher extent than in Western, indus-
trialised societies. 



 287

Making exports part of enterprise statutes 
One way to promote the voluntary business assumption is to make it part of the 
enterprise statutes that part of the production shall be exported. This is a market 
where the government and central authorities cannot dictate conditions, and 
where the enterprise is bound to face competition. The business success in this 
context depends on how sensitive the enterprise is to market demands. 

Promoting the impersonal business relation assumption 
A basic assumption behind modern management knowledge is that "business is 
business". Business agreements and personal feelings should not be mixed. 
There are reasons to argue that this impersonal business relation assumption is 
but an illusion, and that all business is based upon personal sentiments. But the 
assumption can be expected to be even more invalid in a non-industrialised 
Third World society, where the network of business relations is scarcer. Busi-
ness is more personalised for that reason.  
The impersonal business relation assumption will grow more valid with the in-
creased reliance on the market forces 
The central planning legacy is essential in this context. In a central planning sys-
tem, the single enterprise is a link in a chain of business relations managed from 
above. The management of relations with central authorities is basic to the suc-
cess and survival in such a system. But it is also a matter of managing relations 
with suppliers and customers, because sensitivity to the needs of the enterprise 
managed is a matter of good-will in the few relations the enterprise has up and 
down the chain as a whole.  
An increased reliance on the market forces is part of contemporary development 
thinking – and of contemporary development policies pursued in Third World 
countries. This means that the rules of the business game will also change – with 
increased competition and with more impersonal business relations. The imper-
sonal business relation assumption will probably and gradually gain in validity . 
Encouraging entrepreneurial spirit  
Not much can be done to change the rules of the business game as a whole in a 
transfer of management knowledge programme. But one way to make imper-
sonal business relations more valid is to make the network of potential business 
relations denser. This can be achieved through a promotion of the local entre-
preneurial spirit. Local businessmen are to be made aware of business opportu-
nities and what it takes to satisfy them. They should also have the entrepreneu-
rial urge to take advantage of these business opportunities.  

Promoting the stewardship business assumption 
It is a basic assumption behind modern management knowledge that managers 
are loyal stewards. They manage the enterprise in the best interests of the own-
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ers/principals, and do not misuse the responsibility delegated to them. This in-
cludes the way business is carried out.  
This stewardship business assumption is questioned in a non-industrialised 
Third World society. The element of bribery can, in particular, be expected to be 
more prominent as an element of the business culture, including in the way 
business agreements are made.  
Paying for managerial loyalty 
The level of management salaries is important as a basis for the stewardship 
business assumption. Management salaries in the Western, industrialised socie-
ties are normally quite high. This may be regarded as a payment for loyalty. If 
managers are found to be cheating, they risk their well-paid jobs, and this makes 
them inclined not to mix enterprise interests with personal interests in manage-
rial decision-making.  
In a non-industrialised society, management salaries cannot be expected to be as 
high. Managerial work may not have the same high salary rewarding status, and 
managers are therefore not paid to be loyal to the same extent as in the Western, 
industrialised societies. This points to the importance of negotiating loyalty-
creating management salaries as a basis for the feasibility of modern manage-
ment knowledge.  
Transferring accounting and auditing standards 
Another means to promote the stewardship business assumption is to introduce 
and apply modern accounting standards, based upon the stewardship assumption 
– and to make it a point that financial reports are presented regularly.  
The auditing system is a corollary to the accounting system. The auditor is a rep-
resentative of the owners/principals who constantly scrutinises financial reports, 
making sure that the resources of the enterprise are not misused. 

Summary of suggestions for transfer of modern management knowledge 
strategies 

Transfer of modern management knowledge programmes based upon the coun-
terpart model may be divided into two major phases: a short-term adjustment 
phase and a long-term promotion phase.  
In the initial short-term adjustment phase, focus is on making operations work. 
Management practices are adjusted to match prevailing environmental in the re-
cipient country to “work and fit”. The expatriate managers must be prepared to 
rely less on forecasts and more on lobbying and negotiations as a basis for man-
agement. They must also be prepared to make decisions more ad-hoc and to be 
more flexible in planning and decision-making. The management style must be 
more directive and controlling than they are used to, and the incentive scheme 
must be based on monetary and material incentives to a higher extent than is 
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emphasised in modern management knowledge. The managerial responsibility 
can also be expected to be more embracing, including a wider social responsibil-
ity for the welfare of the employees off work, and activities that are normally 
delegated to other enterprises in the Western, industrialised societies. 
The long-term aim of a transfer of modern management knowledge programme 
is, however, to make the local managers endorse the logic behind modern man-
agement practices. This makes cognitive transformation crucial to the success of 
such programmes. The local managers are expected to accept and endorse the 
basic assumptions embedded in the logic behind modern management practices 
and to abandon the basic assumptions they have already internalised. To be 
ready to do so, the local managers must be convinced that modern management 
practices work.  
To promote the endorsement of the logic behind modern management practices, 
it is essential to work with the environmental conditions in the recipient coun-
tries with the intention to make experiences from modern management practices 
corroborate the validity of the underlying basic assumptions.  
A perfect match between the basic assumptions and the environmental condi-
tions is impossible to achieve in a transfer of management knowledge pro-
gramme. Such a match is the result of an enduring industrialising and liberalis-
ing process, and it demands investments that are far larger than the relatively 
confined resources at disposal in single aid programmes. The aim must rather be 
to improve the match between environmental conditions and basic assumptions.  
A number of activities in such a matching strategy are suggested, including: (i) 
negotiating statutes of the enterprise managed in order to extend managerial dis-
cretion and autonomy as much as possible, and also to make exports part of en-
terprise operations when this is possible, (ii) improving the body of management 
information and the reliability of such information by setting up a task force 
comprising specialists in anthropology as well as in management and logistics 
management, and also including local personnel as well as expatriate specialists, 
(iii) improving the local work ethos, including working with wages and salaries 
so that these are adequate for full-time employees, managing the nutrition situa-
tion of the employees, making sure transports to and from work works in a reli-
able way etc., and (iv) seeing the transfer of modern management knowledge as 
an element of a wider, more embracing transfer of knowledge programme, that 
also comprises vocational training and sending employees abroad for on-the-job 
training, training in entrepreneurship and small business management, shop 
management, training in accounting and auditing capabilities, and social plan-
ning.  
These suggestions must, however, be regarded as highly tentative and primarily 
intended to open up for a discussion of steps that can be taken to improve the 
plausibility of a long term success of transfer of modern management knowl-
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edge. The more precise transfer strategy must be designed in a case-specific 
manner – but with an eye on the need for corroborating evidence to make the 
necessary cognitive transformation possible and probable. 
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11 Afterthoughts and suggestions for further re-
search 
In the end of the research endeavour a couple of questions remained that called 
for reflective afterthoughts: one was the obsoleteness question and the other was 
the choice of research strategy question. These two questions are addressed in 
this final chapter. Some suggestions for further research to expand and deepen 
the findings of this study are also presented in the end of the chapter.  

Has the cultural basis changed? 

The cases in this study were carried out a couple of decades ago. This is a wor-
rying fact because conditions are changing rapidly in today’s Third World socie-
ties. The cases themselves point to this fact: conditions were changing during 
the time-periods covered by the cases, and there were no signs that this process 
was halted at the end of the case-period. It may therefore be argued that the 
case-observations have become obsolete by now. The standpoint in this study is, 
however, that the time-relativity of the case findings has to be considered — but 
it does not disqualify the findings of the analysis.  
A major reason for this standpoint is that the intention with this analysis is to 
delve into the cultural features of the management knowledge transferred in 
transfer of modern management knowledge programmes, rather than into the 
cultural features of the recipient countries. This intention is motivated by the 
belief that an awareness of the cultural relativity of one’s own thinking is an im-
portant step in the development of cultural sensitivity in a more general sense.  
Modern management knowledge is found to be based on experiences made in a 
thoroughly industrialised liberal economy context. There is an increased reliance 
on the market mechanisms and on an import of modern technology in the devel-
opment policies of developing countries. There are therefore also reasons to as-
sume that modern management knowledge will be increasingly acceptable in 
developing countries. Experiences from management-in-action will begin to cor-
roborate the basic assumptions behind this knowledge. But the foreseen trans-
formation of the environment will take time. Not least because it is very re-
source demanding. This will make the transfer of modern management knowl-
edge restricted by the same basic cultural reasons as today in the foreseeable fu-
ture. 
The concluding discussion on the need for adjustments of management practices 
conveyed in transfer of management projects is also regarded as highly tentative. 
The discussion is intended to point to the need for adjustments, and also to the 
need for (a) a process image of the transfer, and (b) the importance of empirical 
validating as a basis for adjustment strategies.  
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The obsoleteness question is a question of the stability of the cultural 
basis of modern management knowledge  

The search for the cultural basis of modern management knowledge is based 
upon the expectation that cultural clashes occur when Swedish managers intro-
duce and apply a management knowledge that they have internalised through 
management training and that works and fits in the Western, industrialised 
societies. This knowledge is normative to a high extent, meaning that certain 
normative messages are conveyed that indicate what is appropriate management 
behaviour. Six such normative messages are identified to comprise the norma-
tive core of modern management knowledge: (i) the planning imperative, (ii) the 
perfect rationality ideal, (iii) the democratic leadership ideal, (iv) the Maslowian 
message, (v) the market orientation imperative, and (vi) the “don’t be a ‘Jack of 
all trades’” message. When management practices based upon the same mes-
sages are introduced and applied in other societies with other environmental fea-
tures, this is expected to result in cultural clashes, and these clashes are defined 
to stem from culture-contingent and implicit basic assumptions that are ques-
tioned in the different environment.  
The research strategy is designed as a search for implicit basic assumptions be-
hind the modern management knowledge that is introduced and applied in the 
cases studied. This means that the question of obsolescence is different: it is not 
a matter of how up-to-date the case descriptions are, but a question of the stabil-
ity of the core normative messages conveyed in modern management knowledge 
and of the implicit assumptions that make these core normative messages appear 
valid and rational.  

The frame of reference of the interviewees dates back to the 1970s 
All the managers interviewed were experienced managers in their 40s or 50s. 
This implies that they received their primary management knowledge in the be-
ginning/middle of the 1970s. This can be considered to be of importance for 
their image of management — and thus for their image of problems occurring 
when modern management knowledge is introduced and applied in the cases 
studied — because first impressions tend to last! Later training can be expected 
to add to images and recipes already internalised, but to be of less importance.  
This may be of importance for the validity of the findings in this study. Because 
the image of modern management knowledge in this study is that of a continu-
ing process. The findings may be obsolete by now since they are the results of a 
frame of reference that is obsolete — and they may be even more obsolete in the 
future when new generations of managers are responsible for the transfer of new 
versions of modern management knowledge. 
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The discourse on management 
as boundary spanning

The discourse on management 
as leadership

The discourse on management as 
decision-making and planning

1900 1950 2000

The period when the interviewees
were socialised to be managers

 

Figure 32: The interviewees’ frame of reference dates back to the 1970ies

To discuss this validity question, an attempt is made to identify the major 
changes that have occurred in the body of management knowledge conveyed in 

management training at a university level27. More precisely, an attempt is made 
to identify what is new in the discourses on (a) management as decision-making 
and planning, (b) management as leadership, and (c) management as boundary 
spanning. 

The body of knowledge conveyed in management training has not 
changed much … 

The dominant impression when management training in the 1970s is compared 
with the same training today — and in the last two decades — is that there is a 
great similarity. For one thing: the training is organised in much the same way. 
The core subjects are the same (even though the more specific names of the 
courses given may vary): Marketing Management, Financial Management and 
Human Resource Management. For another thing: the content of the courses is 
much the same too — and particularly so at the introductory and intermediate 
levels. The models and messages conveyed are the same — or elaborations of 
models and messages presented already in the 1970s: In Marketing Manage-
ment, the marketing mix approach is still a dominant approach, together with the 
                                                 

27 The attempt to identify the discussion is confined to what is new in the training 
carried out at institutions for Business Administration in Sweden.  
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industry economic approach represented by Porter. In Financial Management, 
capital budgeting together with the cost-volume-profit approach is the basic ap-
proach. In Human Resource Management, the criticism of the scientific man-
agement and classical administrative approaches is still a point of departure for 
the courses, and human relations and human resource approaches are still basic 
to the image of “modern” leadership conveyed — together with the contingency 
approach. 
This basic similarity in structure and content in the body of knowledge conveyed 
in management training is quite in line with the image of management as a (sub) 
culture. Because an important cultural feature is the momentum in messages and 
codes of conduct conveyed in the enculturation process. 

… even though there are some changes 
But the momentum in the messages conveyed in management training is not ab-
solute. There are evident changes in the body of knowledge conveyed: 
The increased attention on Strategic Management. One such change is that stra-
tegic management has received increased attention in management training. It is 
notable that strategic management is presented as a process modelled on the per-
fect rationality model in textbooks. It includes strategic analysis, strategic choice 
and strategy implementation. The image conveyed is also that managerial deci-
sion-making is quite complex — and that this complexity is constantly growing. 
Today’s tough competition is suggested to require that all the organisation’s re-
sources are combined and exploited in a continuous search for sustainable com-
petitive advantages (cf. Hax and Majluf, 1991, Johnson and Scholes 1993, Petti-
grew and Whipp, 1991). It is admitted that the image of strategic management as 
a rational decision-making process does not correspond to strategic decision-
making in reality. Real strategic decision-making is characterised by muddling 
through, satisfying decision-making and incremental rationality. The rationale of 
the textbook version of strategic management is, however, to improve the strate-
gic capability of managers rather than to be a valid description (cf. Johnson and 
Scholes 1993). The textbook version is motivated by the quest for rationality in 
managerial decision-making. 
The relevance-lost criticism of conventional management accounting. Manage-
ment accounting is central to financial management. It is firmly rooted in the 
perfect rationality ideal: the core function is to provide information for rational 
managerial decision making according to the motto “providing users with useful 
information.” Conventional management accounting ideas and practices have 
been subject to increased criticism during the past decades. A main point of 
criticism is that today’s globalised and computerised economy makes yester-
day’s management accounting practices obsolete. In essence: it is argued that 
there are new “imperatives of competition” in today’s economy, and that the in-
formation gathered for managerial decision making must be changed to make 
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decision making more rational (cf. Bromwich and Bhimani 1996, Johnson 1992, 
Johnson and Kaplan 1987). In a somewhat different vein it is suggested that 
there is a need for information that is relevant for strategic analysis. It is part of 
the argument that the importance of strategic management has increased during 
the past decades, and that management accounting systems should be designed 
to provide management with the relevant data for strategic decision-making (cf. 
Blocher, Chen and Lin, 1999, Shank and Govindarajan 1993). 
The importance paid to management for learning. In human resource manage-
ment, the contingency approach was very strong in leadership thinking in the 
1970s, together with an emphasis on the benefits of a delegative management-
style. In the 1980s, the cultural management approach dominated leadership 
thinking. The manager’s role was suggested to be to create and maintain the or-
ganisation culture — rather than to manage through directives and authoritative 
decrees (cf. Schein 1997). The message conveyed was — and still is — that a 
strong organisational culture makes an enterprise competitive since it makes all 
the members of the organisation work in the same direction. 
The focus shifted somewhat in the 1990s when the importance of management 
for learning grew in importance. The message conveyed is that everything in 
society changes faster and faster, and that enterprises must develop a capability 
for continuous learning to be able to survive (cf. Argyris and Schön 1978, 1996, 
Bolman and Deal 1997, Schein 1997). It is part of the message that such learn-
ing is an organisation-wide task. It must take place everywhere in the organisa-
tion. It is a managerial task to create and maintain an organisational culture that 
makes this possible — and effective. It is also emphasised that the manager must 
act as a leader rather than as a boss to make this possible (cf. Senge 1990, 1996, 
Schein 1997).  
The empowerment idea. The empowerment idea is another important input in 
leadership thinking in the past couple of decades. It is suggested that the success 
and survival of an organisation hinge on the commitment of the employees — 
and that this commitment is encouraged if the members of the organisation are 
allowed to take control over their own work and to feel capable. Management is 
advised to grant the subordinates authority, provide them with information, and 
to reduce the element of formalism and bureaucratic restrictions (cf. Cook and 
Hunsaker 2001, Johnson 1992, Røvik 2000). In general terms, it is a message 
that corresponds well to the democratic leadership ideal.  
The service management approach. One change in the field of marketing man-
agement in the 1980s and 1990s was the increased attention paid to the market-
ing of services — probably as a consequence of the growing importance of ser-
vices in today's industrialised societies (cf. Axelsson 1996, Edvardsson and 
Magnusson 1988, Grönroos 2000). An important message is that the marketing 
of services differs from traditional marketing because a service is (a) less tactile, 
(b) consumed and produced at the same time, and (c) an activity or a process and 
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not a thing (Edvarsson and Magnusson 1988). A core message is that the neces-
sity to be sensitive to the demands and wishes of the customers is even more 
crucial to service organisations than to “normal” enterprises. It is also part of the 
message that the entire organisation is involved in the marketing of the service, 
not just the marketing department. By extension, the management of the organi-
sation culture is seen as an important key to the success and survival of a service 
organisation. The idea is that the proper service culture must be built and main-
tained. People in the organisation must “consider that it is essential in business 
to provide internal as well as external customers with good service” (Grönroos 
2000, p 369). Another message is that services and products are not clearly di-
chotomised any longer. “Normal products” often include an element of service, 
and this service element of “normal products” is seen to be increasing. This 
makes service management increasingly applicable to business as a whole. (Cf. 
Axelsson 1996, Edvardsson and Magnusson 1988, Grönroos 2000, Norman 
1992)  
The attention paid to business-to-business relations in marketing management. 
Another major change in the field of marketing management in the last couple 
of decades is the attention paid to business-to-business marketing. It is observed 
that business behaviour in this sector of the economy differs from marketing in 
the consumer market. In particular, it is observed that enterprises tend to estab-
lish long-term relationships with each other — and that these relationships are 
maintained by different ties (cf. Hammarkvist, Håkansson, Mattson 1982). It is 
also suggested that a proper management of business relations is of central im-
portance — more so than in traditional marketing of consumer goods. Business 
relations are also described in terms of network relations. The single enterprise 
is seen as a component in a wider network of enterprises — including not only 
customers and suppliers, but also customers’ customers and suppliers’ suppliers 
in an ever-extending chain. The particular network that one enterprise is a part 
of is also connected to other networks of enterprises. The economy as a whole is 
a meta-system composed of different networks of actors. (Håkansson and Johan-
son 1993) 
Partnershipping and outsourcing. A related trend in contemporary marketing 
management thought is the emphasis paid to different types of inter-
organisational co-operation as a way to achieve competitive advantages. It is 
suggested that today’s tough and global competition forces enterprises to spe-
cialise even more than before. They must focus on their core-competencies to be 
competitive. By extension, this means that much must be “outsourced”, i.e., 
delegated to other firms in the environment (cf. Lorenz 1988, Piore and Sabel 
1984, Powell and Smith-Doerr 1994). To make this far-reaching delegation pol-
icy effective, it is also suggested that enterprises must establish long-term part-
nerships with other firms in the environment. They must create a bond of trust in 
order to be able to reap all the benefits of the outsourcing and partnership policy, 
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because without such a climate of trust and confidence, the enterprises involved 
will take action to shelter themselves from opportunistic behaviour — and this 
reduces the benefits of the outsourcing policy (Lorenz 1988). 
The institutionalism approach. The institutionalism approach is a new approach 
to the image of the relationship between the organisation and its environment. 
The basic message is that the “traditional” image of the relationships of the or-
ganisation to the environment is too functional, technical, and organisation ori-
ented. The textbook version does not recognise that organisations are social in-
stitutions and elements of a larger social structure. It is also suggested that 
managerial decision-making is guided by a quest for legitimacy, rather than for 
rational adaptation to environmental contingencies (cf. DiMaggio and Powell 
1991, Jepperson and Meyer 1991, Scott and Meyer 1983, Scott and Meyer 1991, 
Scott 1991). The persistence of institutionalised behaviour is also suggested to 
hinge on a shared worldview. This makes the norms appear less compelling and 
more legitimate (cf. March and Olsen 1989, Zucker 1991). There are, however, 
few signs that the institutionalism approach has “filtered” down into the text-
book sphere of management knowledge yet. It appears mainly to be restricted to 
the scholarly discourse on management and managerial behaviour. 

The normative messages remain the same 
The conclusion can be made that there are some evident changes in the body of 
management knowledge conveyed in management training, but these changes do 
not change the core normative messages conveyed. They rather strengthen these 
messages. 
The increased importance paid to strategic management adds to the importance 
of planning as a basis for “good” management. It is also part of the message 
conveyed that the manager shall attempt to be as rational as possible.  
The call for more relevant management accounting information is part of the 
image of managerial decision-making as a constant quest for rationality. The 
message conveyed in the criticism of conventional management accounting 
practices is also that the enterprise must be even more sensitive to customer de-
mands than before. The market orientation imperative is even more important in 
the recent development of such practices. 
The emphasis on a non-authoritarian leadership approach in the cultural man-
agement and management for learning approaches adds to the image of a delega-
tive/participative management style as the “best”. The “good manager” is a 
leader, rather than an authoritarian boss.  
The emphasis on the benefits of empowerment adds to the image that monetary 
rewards are not enough. And so does the emphasis on the social dimensions of 
the work organisation in the cultural management approach. Higher level psy-
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chological needs, including the needs for affiliation and self-achievement are 
expected to be strong motivators. 
The emphasis paid to the ability to be sensitive and responsive to customer de-
mands and wants in both service management and business-to-business market-
ing adds to the image of the market relations as the most important relations to 
manage. The emphasis on the management of culture as a key to the sensitivity 
and responsibility also adds to the importance of the cultural management theme 
— including the emphasis on the manager as a leader instead of an authoritarian 
boss.  
The message conveyed with the emphasis on partnerships and outsourcing in 
recent management literature is quite in line with the emphasis on specialisation 
as a way to achieve competitive advantages — i.e., it is quite in line with the 
“don’t be a ‘Jack of all trades’” message.  
The management of legitimacy approach may be a valid description of man-
agement in action, but it is an approach that is more evident in the scientific dis-
course on management than in the textbook version of management knowledge. 
There are few signs that this approach has changed the messages conveyed in 
management training.  

This implies a basic stability in the basic assumptions too … 
The normative messages comprise one layer of the cultural basis of modern 
management knowledge. Another layer is composed of implicit assumptions 
about management relevant phenomena. A question is whether the paradigm of 
assumptions identified has changed since the 1970s? 
A general idea is that the rationale behind the normative messages rests upon the 
acceptance and endorsement of the different implicit assumptions comprising 
the paradigm. As long as these assumptions are regarded as valid representations 
of phenomena in reality, the messages are unquestioned.  
It follows that the stability in the normative messages implies that there is stabil-
ity in the paradigm of assumptions underlying modern management knowledge 
too. 

… even though there are indications on certain modifications  
This stability is, however, not absolute. The assumptions are seen as working 
hypotheses. They are interpretations of experiences in the past and they are con-
tinuously put to the test through management in action. As long as the assump-
tions are corroborated by renewed experience, they may remain a relatively un-
questioned basis for managerial thinking and behaviour. But when conditions 
change — as they sooner or later can be expected to — this feedback of cor-
roborating experience can be well terminate. This is the basic reason for a 
change of the assumptions.  
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Certain modifications of the assumptions about time, the employee, the man-
ager, the state, the enterprise, and the business relation can also be traced in the 
changes in the body of management knowledge conveyed in management train-
ing during the last decades:  
The future is assumed to be less predictable. The predictability assumption is 
identified as one element of the image of time behind modern management 
knowledge. This assumption motivates the emphasis paid to planning as a basis 
for good management. Good management is considered to rest on plans. There 
are, however, indications that the predictability assumption has grown weaker 
during the past decades — and that this has had consequences for the emphasis 
paid to planning. In particular, it is a basic idea behind the relevance lost criti-
cism of conventional management accounting practices that business conditions 
have grown increasingly unpredictable. Everything changes faster and faster in 
today’s economy, and enterprises must develop a capacity for continuous im-
provement of production processes and products to be able to cope with this 
situation. The same idea is basic to the management for learning approach. En-
terprises must develop a capacity for continuous learning to be able to survive in 
a situation where everything grows increasingly unpredictable. 
The capability of the employee is even more emphasised. The benefits of a far-
reaching delegation of authority and responsibility are central to modern man-
agement knowledge. Basic to the logic behind such a delegation policy is the 
capable employee assumption. There are indications that this assumption has 
grown even stronger as a basis for management practices during the past dec-
ades. It is, for instance, a main theme in the relevance lost criticism of conven-
tional management accounting practices that those who are closest to customers 
and to production processes also are experts in production and customer rela-
tions matters. To make production both efficient and effective, much authority 
and responsibility shall therefore be delegated to these experts. The cultural 
management approach also emphasises the capability of the employees in the 
organisation. The idea is that an enterprise can — and must — develop its com-
petitiveness through an exploitation of all the capabilities the members of the 
organisation possess.  
The “organisation man” assumption has grown stronger. Another assumption 
behind the benefits of a far-reaching development policy is the “organisation 
man” assumption. It is believed that the members of the organisation will not 
misuse the authority delegated to them, but to use it in the best interests of the 
enterprise. The “organisation man” assumption is also central to the image of 
efficient incentive systems. The employee is described as a social being who 
attempts to satisfy his/her need for affiliation at work. He/she is also believed to 
be motivated by an opportunity for self-management at work. These ideas are 
given even greater impetus by the cultural management approach. The employ-
ees are regarded as members of a small society, and it is necessary for the effec-
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tiveness of the organisation that a spirit of membership of the organisation is 
developed. It is also part of the empowerment idea that the opportunity to influ-
ence plans and working practices is a strong motivator. 
The image of the manager as a leader has received increased attention. The 
benefits of the democratic management style are central to modern management 
knowledge. A basic rationale behind this management style is that the manager 
is not expected to know best. There are other members of the organisation who 
may know better about their particular trades and their particular work tasks. 
The manager is conceived of as a professional amongst professionals. His/her 
main managerial task is to co-ordinate the work of all professionals in the or-
ganisation. This image of managerial activity has a long tradition in managerial 
thought. There are also reasons to expect that it is an image that has grown even 
stronger during the past decades. It is, for instance, a core idea in the cultural 
management and the management for learning approaches that the manager shall 
attempt to be a leader, rather than a boss. He/she cannot be expected to know 
best about all issues relevant to the management but has to rely on the capabili-
ties of all the employees in the organisation. There are also reasons to expect 
that the growth of the knowledge-based industry in today’s “post-industrial” 
economy will give this primus-inter-pares assumption even more impetus. 
The economic role of the state is given even less attention. The economic role of 
the state is given very little space in modern management knowledge. It is im-
plicitly assumed that the government pursues a non-interventionist state policy. 
There are also reasons to expect that this non-interventionist state assumption 
has grown even stronger as a basis for modern management knowledge, because 
the recent development of political ideas has been towards an increased reliance 
on the market as an allocator of resources in the economy — and of services in 
society as a whole. 
Enterprises are supposed to be even more specialised. The specialisation advan-
tage is central to modern management knowledge – as it is to economic thinking 
in general in the Western, industrialised societies. Over the years, enterprises 
have also developed into highly specialised production units, which rely on sup-
port from various enterprises and organisations in the environment for various 
auxiliary tasks. There are reasons to expect that this image of the enterprise as a 
highly specialised production unit has received even more impetus during the 
last decades. A delegation of auxiliary tasks is a core idea behind the partnership 
and alliance-building strategies that have received increased attention in con-
temporary managerial thinking. Enterprises are believed to develop sustainable 
competitive advantages by focusing on a few products or services, and by rely-
ing on other enterprises and organisations for additional products and services. 
The lasting character of business relations is even more emphasised. The image 
of market relations as impersonal relations between sellers and buyers on a mar-
ket has a long tradition in economic thinking — including in management think-
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ing. The network approach, together with the emphasis on partnerships and alli-
ances, is a criticism of this image of business relations as impersonal – and so is 
the service management approach. It is a core idea in the network approach that 
enterprises develop lasting business relations, and that they benefit from the ad-
vantages of complementarity within these relationships. This is a main reason 
for the network character of the economy as a whole. In service management, 
the core idea is that it is more costly to develop new customer relations than to 
maintain those that an enterprise already has. It is part of the approach that busi-
ness relations should be made personal. Such personalising of business relations 
is both a core element in the marketing strategy and a result of the lasting char-
acter of business relations.  

Afterthoughts concerning the research strategy employed  

The research strategy employed in this study is based upon the assumption that 
the cultural sensibility of Swedish management personnel responsible for the 
design and implementation of transfer of modern management knowledge pro-
grammes is enhanced through recognition of the cultural relativity of the knowl-
edge transferred. The cultural basis of modern management knowledge is sought 
in Swedish managers' experiences of problems when they have attempted to in-
troduce their professional knowledge in different Third World societies.  

Analysing experiences of Third World citizens is an alternative ... 
An alternative approach would have been to search for this basis in the experi-
ence of Third World citizens who have worked in Swedish enterprises. Such an 
alternative search focus has two important advantages:  
For one thing, it is an approach that addresses the acceptability issue in a more 
direct way. The discussion carried out in this study is more indirect. It is based 
upon the idea that conditions in Third World countries may not corroborate the 
assumptions behind modern management practices, and that this is a reason to 
question their acceptability. The arguments are presented as logical conclusions. 
The alternative would be to ask Third World citizens why they do not accept 
these practices — thereby revealing the reasons for their non-acceptability.  
For another thing, it is an approach that addresses the purpose of the study — to 
contribute to the understanding of the cultural relativity of modern management 
that is believed to be necessary and needed for the success of transfer of modern 
management knowledge programmes in development assistance — in a more 
direct way. Primarily because this is an approach that corresponds to that of 
Daun and Phillips-Martin — and to that of Brewster et al. These studies are 
widely known and their findings have influenced core elements in very many 
cross-cultural programmes that are carried out to prepare Swedish Managers for 
work abroad — including Swedish managers who are hired to implement trans-
fer-of-management knowledge programmes in development assistance. It can 
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also be expected that observations that are in line with those of Daun and Phil-
lips-Martin are more readily included in the syllabus of such cross-cultural train-
ing programmes for Swedish managers who are prepared for transfer-of-
management knowledge programmes — and in particular if the findings address 
the acceptability of Swedish management practices by Third World citizens.  
A disadvantage of such an approach when Third World citizens are interviewed 
about their experience of Swedish management practices in Sweden is that it 
does not address the relationship between assumptions and conditions in a direct 
way. And this is a relationship that is given much emphasis in this study. It de-
mystifies the cultural differences that restrict the transferability of modern man-
agement knowledge. It also makes these differences explainable — and man-
ageable. The acceptability of the management practices conveyed in a transfer of 
management knowledge programme is meant to be promoted through an ad-
justment of environmental conditions — not just through an adjustment of the 
practices conveyed to make them fit the cultural features in the recipient society 
— as is commonly suggested in cross-cultural management literature.  

... and so is a quantitative research approach 
All research is combined with doubt. This element of doubt is particularly evi-
dent in qualitative research — as in this study — since such research rests so 
much on the researcher's subjective interpretations of observations made. There 
are always doubts about the validity of these interpretations — not least in the 
interpreter him/herself. It is also part of the game that there are no straightfor-
ward methods that can be applied when the validity of interpretations is assessed 
— as there is when quantitative research methods are applied. 
An evident — and very tempting — alternative research approach would have 
been to carry out a quantitative-oriented study. In that way the feeling of subjec-
tivity would have been reduced, and the validity of the findings could have been 
discussed in conventional ways: discussing the degree of representation in the 
sample, the reliability of the information gathered and the internal respective 
external validity of the findings.  
The crucial point is that a quantitative research approach is best suited to answer 
“how much” or “how many” questions. It is less suited to answer “why” and 
“how” questions. The latter questions must be discussed by the researcher within 
the frame of reference of the study. This also makes the findings of quantitative 
research very much researcher determined — with an evident trap of measure-
ment-by-fiat.  
This measurement-by-fiat trap was essential for the choice of research approach 
in this study. In particular since the literature review carried out as a preliminary 
to the empirical research left a general feeling of uncertainty concerning the ex-
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act nature of the assumptions questioned when modern management knowledge 
is transferred to developing countries. 
It is also part of the picture that the “how” and “why” questions are central to the 
development of a cultural awareness that opens the way for acceptable norms 
and practices of management in transfer of management knowledge pro-
grammes. Managers who are responsible for the design and implementation of 
such programmes should consider these questions in order to be able to work 
with the adjustment issue.  
The qualitative approach chosen may be seen as an attempt to reduce the meas-
urement-by-fiat trap by exploring the “why” and “how” questions with a great 
deal of leeway for the opinions and experiences of managers who have actually 
attempted to introduce and apply modern management practices in developing 
countries.  
This research strategy resulted in a greater certainty about the problems experi-
enced — but the uncertainty regarding the interpretation of these problems re-
mained. The interpretation process is very much that of a logic of reason that is 
based on the interpreters own attempts to see a reason. It left a general uncer-
tainty whether readers of the report will see the same reasons as valid.  

 ... including a measurement of attitudes and values  
Mainstream cross-cultural management research is very much devoted to the 
measuring of differences in attitudes and values. This research approach could 
also have been an alternative. The main advantage would have been precisely its 
mainstream character — which would have provided a wide base of earlier stud-
ies with which to compare findings.  
The main disadvantage is that the “how” and “why” questions regarding the dif-
ferences in attitudes and values are not addressed in a direct manner. They must 
be inferred by speculating on the experience on which these differences are 
based.  
In the qualitative case study chosen, this speculation is made with reference to 
the experience of managers who have actually been “on the spot”. This provides 
a better foundation for speculations concerning the questions “how” and “why”. 
A participant observation based research approach had probably provided an 
even better basis for this type of analysis, but such an approach is ruled out in 
this study due to its duration and — in particular — costs. 
Eventually, discourse validity and praxis validity are leaned on as assessments 
of the validity of interpretations. 
The uncertainty stemming from the subjectivity of interpretations is something 
that one must live with when a qualitative research approach is chosen. What 
can be done is to make an account of the steps taken to strengthen the “truth 
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value” of the interpretations – and then to rely on the convincing power of the 
logic behind the interpretations made. 
In this study, an attempt was made to strengthen the reliability of the observa-
tions through:  
Triangulation of informants. In each case studied, several informants were inter-
viewed about their experiences. This was made to “diversify” very odd opin-
ions/experiences.  
Triangulation of cases. The cases studied were selected on the criterion that they 
should be located in different parts of the world. This was made to “diversify” 
experiences that were case-contingent.  
Triangulation of data sources. Interview data were the main source of informa-
tion in all cases studied. But additional data were also used: archival data and 
literature on the recipient countries. The latter kinds of data were used both to 
expand the case study descriptions and to triangulate the experiences expressed 
by the interviewees.  
Open questions. To avoid the measurement by fiat trap, the interviewees were 
first asked about their immediate observations and experiences. Then an inter-
view guide was used to make the interview more focused. 
Informant feedback. The interviews were transcribed and returned to the infor-
mants for checking and confirmation. This was partly done for ethical reasons, 
partly for reliability reasons. 
To support the validity of the interpretations of these observations, attempts 
were made to: 
Triangulate with earlier studies. The analysis of the problems experienced re-
sulted in a number of perceptual elements. To validate these, an attempt was 
made to compare with earlier studies. The idea behind such a comparison is to 
see if other studies have identified the same or similar perceptual elements. If so, 
this is intended to reduce the element of subjectivity of the interpretations.  
Discuss the interpretations with colleagues. A discussion with colleagues was a 
core part of the method used, both to identify the relevant messages conveyed in 
management training and to assess the logic behind the interpretations made. 
These discussions were carried out both in formal seminar form and in more in-
formal ways. 
Make the interpretation process explicit. Attempts were also made to make the 
interpretation process as explicit as possible. The reason for this was to let the 
reader follow in the steps of the interpretation – thereby also letting him/her as-
sess the logic behind the interpretations made.  
It must, however, be concluded that these steps are not sufficient to guarantee 
the “truth value” of the interpretations. The steps must rather be regarded as 
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means to strengthen the power of the arguments presented and thereby convince 
the reader. It is left to the reader to make an assessment of how convincing these 
arguments are.  
The epistemological position taken in this study is that the findings are argu-
ments presented in an on-going discussion on the cultural basis of management 
knowledge, and on the need for adjustments when management practices are 
transferred from one society to another – with particular emphasis on the trans-
fer of modern management practices as an element of the technical assistance 
given to developing countries. It is in this context of discussion that the validity 
of the findings is assessed – according to the logic of replication. Future research 
will show if the interpretations made are justified, need to be qualified — or if 
they are falsified all together, i.e., the logic of discourse validity is finally leaned 
upon in this study. 
In addition, the validity of praxis is emphasised. The underlying intent of the 
study is to contribute to the cultural sensitivity that is regarded as crucial to the 
success and sustainability of transfer-of-management knowledge programmes, 
and this intent is achieved if the findings of the study actually influence the way 
such programmes are designed and implemented. It must be questioned, how-
ever, whether an academic research report of this kind is the best means to pro-
mote such a cultural sensitivity. The report is written for a different audience 
than practising managers and management consultants. There is probably a need 
for different presentations of the findings if the aim is to be achieved (cf. the 
discussion of the difference between the scientific discourse on management and 
textbook knowledge in Chapter 5). 

Suggestions for further research 

A multidiciplinary approach would enrich the analysis  
The research strategy designed for this study is much inspired by Yin’s (1989) 
case study approach. A core concept in this approach is that it rests upon a 
“logic of replication”. Single case studies are regarded as “quasi experiments”, 
and findings from one case study are supposed to be compared with findings 
from other case studies in a constant search for better understanding and expla-
nations of a researched phenomenon – and of the reality “out there”. This points 
to an evident suggestion for further research: more studies with the same basic 
research design are needed to strengthen – or question – the findings of this 
study.  
At the same time, multidisciplinary research approach could be employed to en-
rich and deepen the analysis of new cases. Such an approach is motivated by the 
recognition of management as a complex phenomenon in a complex context. To 
pay full attention to this complexity, different frames of references could be 
used. Sociology, anthropology, ethnology, political science, and economics rep-
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resent scientific disciplines that can be assumed to contribute to a more compre-
hensive analysis and enrich it. It is also motivated by the variety of corroborat-
ing conditions identified in this study. A deeper analysis of the traditions, busi-
ness environment conditions, infrastructural systems and the social infrastruc-
ture as sources of cultural clashes requires a variety of frames of references – 
i.e., for a multidisciplinary approach.  

More focused studies would deepen the analysis  
The research perspective of this study is General Management. Such a perspec-
tive is per definition general to its character, and resulting in general research 
findings. It is based upon the idea that there are certain core normative messages 
that are valid for all managerial work. Everyday experiences show, however, 
that managerial work is not homogenous. A deeper image of the cultural clashes 
occurring when modern management knowledge is transferred to developing 
countries could be achieved by focusing on more confined aspects of managerial 
work. 
For one thing, it is a matter of different layers in the managerial hierarchy. The 
organization is a hierarchical structure of managers at different layers. An analy-
sis of cultural clashes at a middle management level and a foreman level is a 
way to deepen the knowledge about cultural clashes occurring in transfer of 
modern management knowledge programmes.  
For another thing, it is a matter of different managerial context. Studies with fo-
cus on – for instance – Marketing Management would deepen the knowledge 
about cultural clashes in this specific managerial context, and so would studier 
with focus on Financial Management, Human Resource Management and other 
aspects of management. 

An analysis of experiences from the Central and Eastern European 
countries would contribute to the understanding of the cultural basis 
of modern management knowledge 

It is part of the “quasi experiment” feature of case studies that the knowledge 
developed is expanded and deepened through a variation of the case context. Ie. 
new cases shall be chosen so that contextual features are varied.  
An analysis of cultural clashes occurring when modern (Western) management 
practices are applied in the Central and Eastern European countries may con-
tribute to such an enlarged and deepened understanding of the cultural basis of 
this knowledge. The cultural and environmental contexts of these former Second 
World countries are quite different from those in the Third World. 
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An analysis of the experiences of local managers and employees would 
contribute to the understanding of the cultural clashes occurring 

The main informants in this study are Swedish managers. It is their experiences 
that are analysed in search of cultural features of modern management knowl-
edge. An alternative approach would be to interview the local managers and 
employees and to analyse their experiences from the introduction and applying 
of modern management practices.  
Such an approach would provide an “other side of the coin” image of cultural 
clashes occurring, thereby contributing to the understanding of the cultural rea-
sons for the observed lack of effectiveness of transfer of modern management 
knowledge programmes. It would point to elements of the worldview “in the 
mind-sets” of recipient country managers and employees, and how these ele-
ments run counter to the legitimising logic behind the management practices that 
are introduced with transfer of modern management knowledge programmes. 
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Appendix 1: Five cases of transfer of modern man-
agement knowledge to non-industrialised Third 
World societies 
The empirical part of the study consists of five cases when Swedish managers 
have attempted to introduce and apply their professional managerial know-how 
in a Third World society. The intent is that the problems experienced in these 
cases shall serve as a basis for a discussion of the cultural basis of modern man-
agement knowledge, and how this cultural basis restricts its applicability in non-
industrialised Third World societies. 

Summary of information gathering and case compiling procedure 
Following the case study logic (Yin 1989), different sources of data are used to 
compile the cases. The backbone in the presentation of the experiences and ob-
servations of management in the different cases is, however, comments made by 
the “insiders”, i.e., by the managers interviewed. Archival data and data in 
literature are used to triangulate and to enrich these comments. 
The interviewees were promised anonymity. Many of the interviewees foresaw 
that they might return to the countries from which they have experiences or take 
other jobs in other projects in developing countries, and this was something that 
might affect the quality of data unless anonymity was guaranteed. Because many 
observations and experiences might be perceived as offending or otherwise non-
favourable by decision-makers in the developing countries. The interviewees are 
therefore not presented with name, occupation in the project etc. They are 
“speaking with one voice” in the cases. In the research strategy, they are seen as 
“carriers” of modern management knowledge and it is this common knowledge 
that is put on trial in the developing countries. It is also this common knowledge 
that makes the interviewees perceive conditions in the developing countries “the 
managerial way”. 
It is part of the frame of reference that that the transfer or management knowl-
edge means that the Swedish managers have attempted to introduce and apply 
managerial practices based upon five different core normative messages: the 
planning imperative, the perfect rationality ideal, the democratic leadership 
ideal, the Maslowian message, and the market orientation imperative. These 
normative messages are attached to three different images of managerial work: 
management as planning and decision-making, management as leading, and 
management as boundary spanning (c.f., table 2). 
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Information was therefore gathered about problems experienced when the Swed-
ish managers have attempted to introduce and apply their image of planning, 
managerial decision-making, proper leadership behaviour, how to motivate peo-
ple in an organisation, and proper management of environmental relations.  
At the same time, though, the ambition was to be open to what was “found in the 
field” and to what the Swedish managers had experienced to be the problems 
themselves. Information was thus gathered in a relatively open-ended way, leav-
ing space for spontaneous expressions of problems experienced. This resulted in 
the identification of a theme in the observations and experiences that was not 
foreseen: that large-scale enterprises in the developing countries were quite dif-
ferent from corresponding enterprises back home in Sweden. This difference 
was an evident source of problems when the Swedish managers attempted to 
introduce their image of proper managerial behaviour. 
The cases are presented in the same general way: First, a general background is 
presented, including a brief description of the country and the projects in ques-
tion.  
It shall be noted that the statistical country data presented are chosen to reflect 
conditions at the time of the cases. The data presented may not be valid for the 
societies today. This is part of the case study logic: the cases are regarded as 
“rough experiments”, and the results of these “experiments” must be seen in the 
light of conditions at the time.  
After the background data are presented, a brief description of experiences and 
observations of management follows. This description of the experiences and 
observations of management in the different cases is structured in six major 
parts: (i) on planning and forecasting, (ii) on decision-making in general, (iii) on 
the “appropriate” management style, (iv) on motivating and incentives, (v) on 
marketing, and (vi) on the enterprise concept.  

A cross-case comparison and analysis is carried out in search of im-
plicit assumptions questioned 

The different cases are very different in operations and in scope. But there are 
also evident similarities in the problems experienced when Swedish managers 
have attempted to introduce and apply modern management practices in the 
cases. A cross-case comparison and analysis is carried out to delve deeper into 
these similarities and how they may be interpreted in cultural terms. More spe-
cifically, an attempt is made to interpret the problems experienced as stemming 
from implicit assumptions that are questioned when they are put to test in the 
different socio-economic environment of a non-industrialised Third World soci-
ety. This cross-case comparison and analysis is presented in chapter 7 in the 
study. 
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Figure 33: A cross-case comparison and analysis is carried out 
in search of implicit assumptions questioned 
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Area: 330.000 km2 
Population (1992 est.): 68,964,018 
Growth of population: 2.6% 
Distribution (1986): 19% urban, 81%
rural 
GNP (1991 est.): $15 billion; $220 per
capita. 
Expected life length: men 63 yrs.,
women 67 yrs. 
Literacy (1990 est.): 88% age 15 and
over. 
Universities (1981): 3. 
Labour force: 
Agriculture  70% 
Industry 10% 
Services 20% 
Foreign trade (1991): 
Imports  $1.9 billion.  
Exports $1.8 billion. 

 
 

CASE 1: The Vinh Phu pulp and paper factory 
(Vietnam) 
Backcloth 

Vietnam is a fairly large country in 
South East Asia with a population of 
about 70 million – that is rapidly 
increasing: the growth rate is more 
than two percent per year. Vietnam 
is also a poor county: with a GNP 
per capita of about $200 it is one of 
the poorest countries in the world. 
Economic prospects are, however, 
beginning to look brighter and 
brighter for Vietnam. It is suggested 
that it might even turn out to be a 
new “dragon” or “tiger” economy in 
South East Asia – if it can make use 
of the vigour and fighting spirit that 
it has used in the struggle for 
independence and reunion in the 
past (The Asia & Pacific Review 
1993/94). 

The colonial background 
The modern history of Vietnam is 
quite turbulent. In the end of last 
century it was conquered by the 
French and made part of the French 
Indo-China. The resistance against 
the colonial rule soon started, but it 
was first after World War II that this 
resistance really began to be successful. A major actor in the struggle for 
independence was the socialist Viet Minh movement, led by the famous Ho Chi 
Minh. This movement soon became the uniting force behind the opposition 
against the colonial rule, and in the struggle for independence. Today’s Viet-
namese government is a successor of this Viet Minh movement. This means that 

Table 7: Vietnam in figures 
Source: The New Grolier Multimedia
Encyclopaedia, 1993 



 335

it is a socialist government, but it also appears to have learned much from the 
development policies of the successful Asian neighbours. 

The division of Vietnam 
An important date in Vietnam’s modern history is 1954, when a conference was 
held in Geneva about the future of Indo-China. In this conference, Vietnam 
eventually achieved its independence – but the decisions made at the conference 
also resulted in two decades of civil war. The country was divided into two 
halves: the communist North Vietnam and the capitalist South Vietnam. The 
idea was to keep the fighting parties apart: Viet Minh troops in the North and the 
French troops in the South. The French were expected to withdraw from the re-
gion and a general election was to be carried out within a couple of years. Im-
portant groups in the South were, however, reluctant to let go of their influence, 
and the elections lasted. Eventually, South Vietnam was proclaimed a country of 
its own.  
This was the days of the cold war, and Vietnam became an arena where the con-
flict between the superpowers surfaced. North Vietnam was supported by the 
Soviet Union, the East European states and China, whilst the USA and its allies 
supported the South Vietnamese regime.  

American involvement in Vietnamese affairs 
The American involvement in Vietnamese affairs escalated successively. First, it 
was mainly a matter of financial support to the South Vietnamese government, 
and military advisors. It soon became evident, however, that the South Vietnam-
ese army could not match the communist led resistance movement. The US ad-
ministration therefore decided to send troops to Vietnam. This military presence 
increased over the years. The number of American soldiers involved in the fight-
ing in Vietnam was about half a million in the middle of the 1970ies. 
This civil war – the Vietnam War – ended in 1975, with the defeat of the South 
Vietnamese army and the withdrawal of American troops from the entire Indo 
China region. But the American involvement in Vietnamese affairs persisted – 
and still persists. The Vietnamese government’s attempts to develop the country 
have suffered severely by an American supported embargo, motivated by the 
issue of allegedly imprisoned American soldiers in Vietnam after the war. The 
embargo was also followed up by the World Bank and the Asian Development 
Bank, which refused to give Vietnam any loans to finance its development. Be-
hind this policy was – again – the USA that put pressure on its allies in the 
boards of the two institutions.  

Fighting continued 
Relations with neighbours turned out to be another major post war problem to 
the Vietnamese government. There is a tradition of hostility between Vietnam 
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and its neighbours, and this hostility escalated rapidly after the Vietnam War. 
For one thing, the hostility between Vietnam and a Chinese supported Khmer 
Rouge government in the neighbouring Cambodia/Kampuchea resulted in a 
Vietnamese invasion of Kampuchea and installation of a Vietnamese friendly 
government there. For another thing, China decided to invade Vietnam to “teach 
Vietnam a lesson”. It turned out, however, that this lesson was hard to teach: the 
Vietnamese forces successfully fought off the Chinese invasion.  
From an economic point of view, though, the fighting with neighbours had dis-
astrous consequences. A great deal of the poor country’s financial resources had 
to be spent on non-productive military operations, and a great deal of the “hu-
man capital” was used in warfare activities28.  
A large part of the (under-balanced) state budget is still devoted to military ex-
penses, and the standing army remains very big. An expressed policy is, how-
ever, to reduce both the military expenses and the military force – not least in 
order to reduce the state budget deficit. 

Vietnam is an agricultural country 
Vietnam is an agricultural country: about 70 percent of the population are em-
ployed in this sector of the economy. The primary economic activity is the culti-
vation of wet rice: two-thirds of the cultivated land is used for the cultivation of 
rice. Other cash crops are maize, manioc, sweet potatoes, sugar cane, soybeans, 
pineapple, jute, peanuts, coffee, tea, and rubber. 
This makes the productivity in the agricultural sector of vital interest in any at-
tempt to develop the economy. It is also necessary to increase this productivity if 
the well being of the Vietnamese people shall increase. But in the decades fol-
lowing the end of the Vietnamese war, there were periods when Vietnam could 
not even feed its own people. Foodstuff had to be imported from abroad.  
The growth of the population is adding to the importance of increasing the agri-
cultural productivity. The population had doubled since the 1950ies, and the 
yearly increase is more than two percent.  

The industrial sector 
The industrial sector employs about 10 percent of the work force, and it contrib-
utes about 30 percent of the GNP (The Asia & Pacific Review 1993/94, p 261). 
The main part of it has evolved since the Geneva conference in the mid-1950ies. 
The French had little interest in investing in an industry that could be a threat to 
French industrial interests in Vietnam. The colonial policy was rather to regard 

                                                 
28 To support the installed regime in Campuchea, more than 100.000 men were re-
quired 
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Vietnam as an exporter of agricultural goods and a supplier of cheap raw mate-
rial to the French industry. The major investments were therefore made in the 
export sector. The independence changed this situation. The new government (s) 
were interested in developing the domestic economy, including developing an 
industry for domestic needs. 
Part of the picture is that the division into North and South Vietnam resulted in 
differences in the economic structure in the two parts of the country – a differ-
ence that still persists in the reunited Vietnam. In the 1950ies and the 1960ies, 
the North Vietnamese government invested in a number of heavy industries, and 
in the 1960ies and 1970ies, a more consumer oriented industry evolved in South 
Vietnam.  

The productivity problem 
The installed capacity in the industry was not utilised fully in the first decades 
after reunion. It has been estimated that the capacity was used to only 50 percent 
in the mid-1980ies. The main reasons for this were the lack of spare-parts, elec-
tric power and transport capacity. But it was also a matter of a lack of manage-
ment knowledge, organisation and planning. In addition to this, the warfare re-
duced the poor country’s financial ability to invest in the economy. (Öström 
1984)  
The low degree of capacity utilisation also resulted in substantial over-manning. 
A reason for this over-manning was that the backbone of the industrial sector 
consisted of state-owned enterprises, and there was no pressure to reduce the 
number of employees to increase efficiency to survive in the competition with 
other enterprises.  

The “Wrong Way” 
The end of the Vietnam War marked the start of an attempt to turn the whole 
Vietnam into a socialist state á la the Soviet Union. I.e., with a nationalised in-
dustrial sector, investments in heavy industry, nationalisation of trade – and a 
collectivised agricultural sector. This transformation of the society had already 
taken place in North Vietnam. Now it was time to carry out the same policy in 
the South.  
Reality soon caught up with ideology, however, and proved the economic policy 
to be a failure. The economic development of Vietnam was stalemated – of both 
external and internal reasons. 
The major external reasons were the American hostility to the socialist Viet-
namese government and the collapse of the East European socialist economies at 
the end of the 1980ies/ beginning of the 1990ies. The hostility of neighbouring 
socialist countries was another external factor hampering the economic devel-
opment.  
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The major internal reason was the lack of support from the Vietnamese popu-
lation – and in particular the South Vietnamese population – to the development 
ideas of the government. A general lack of productivity-enhancing incentives 
was another major internal factor behind the economic problems of the reunited 
Vietnam for a long time.  
Productivity fell in both agriculture and industry, and the moral as well as the 
financial support from the former allies in East Europe ceased after the collapse 
of the communist economies there. The deficits in the state budget balance and 
the Trade balance grew bigger and bigger. Inflation was sky high – in the middle 
of the 1980ies, it was 700 percent per year – and the population just kept on in-
creasing.  

The “New Way” – Doi Moi 
The development policy pursued by the Vietnamese government began to 
change in a more “pragmatic” direction already at the end of the 1970ies. It be-
came increasingly evident that the development of the economic productivity 
was far from the positive development the government had expected – and that 
was necessary due to the rapid growth of the population.  
The change of policy was further spurred by a couple of periods with bad 
weather conditions and bad harvests. Millions of Vietnamese were on the brink 
of starvation, and the whole situation began to be unmanageable for the gov-
ernment. It was clear that something drastically had to be done to change the 
situation. 
A lack of incentives was identified to be a major reason for the negative eco-
nomic development. People were simply not motivated to produce a surplus in 
the agricultural sector, or to work hard in other sectors of the economy.  
The changes in economic policy commenced with a beginning liberalisation of 
the trading with surplus in the agricultural sector. The farmers signed a contract 
to deliver a certain amount of foodstuff to the state. What they produced above 
this contracted amount, they were allowed to trade with themselves on the mar-
ket.  
The liberalisation of trade was then successively extended to other parts of the 
economy, including the industrial sector. This sector employs about ten percent 
of the work force. This means that the sector is a small part of the Vietnamese 
economy, yet relatively big in a developing country perspective.  
In 1986, Doi Moi, or the “New Way” was proclaimed as official development 
policy. Two cornerstones in this policy were that no political opposition was/is 
allowed, at the same time as one relies on the market mechanisms as an effi-
ciency creating mechanism. More discretion and power was delegated to the 
single enterprises’ management, and enterprises are supposed to operate on a 
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competitive market, fending for their own existence. Small size private enter-
prises were also allowed. 

The turnaround 
In the beginning of the 1990ies, the new development policy started to pay off. 
Productivity in both agriculture and industry started to improve. It is possible to 
talk about an economic turnaround. Vietnam has changed from an importer of 
foodstuff to the world’s third largest rice exporter and total food production in-
creased year by year. In 1992, the increase in food production was nine percent.  
In the industrial sector, the increase in production has been just as substantial. 
All types of enterprises – state-owned as well as private owned – showed a rapid 
growth in production. Vietnam has also begun to attract foreign investors, and in 
particular investors from Taiwan. In the early 1993, foreign companies had 
signed more than 600 agreements for investment, worth more than $5 billion 
(The Asia & Pacific Review 1993/94).  
An important hindrance to much needed foreign investments in the Vietnamese 
economy has been the American attitude to the Vietnamese government, and the 
pressure the USA has put on its allies to isolate this government. But also in this 
respect, there are evidences that a change is on its way – not least since Ameri-
can businessmen do not want to miss the business opportunities in this new and 
promising market.  
In short, Vietnam has had a tough time, but the future looks relatively bright – 
The Doi Moi policy has evoked a new spirit in business, and productivity is in-
creasing. At the same time, it must be kept in mind that the experiences reported 
from the attempt to convey and introduce management knowledge in the case 
below are experiences from a situation prior to this turnaround of economic 
conditions.  

The Vinh Phu Project 

Sweden has been one of the very few Western donors of aid to Vietnam for a 
very long time. This aid started already in the mid-1960ies, with humanitarian 
aid. In the beginning of the 1970ies, the aid policy was changed, and it was de-
cided to assist the North Vietnamese government with an industrial project too: 
this was the Vinh Phu project, or the Bai Bang project, as it is better known as in 
Sweden. This project was/is a Swedish sponsored integrated pulp and paper fac-
tory in former North Vietnam.  
The rationale behind the project was: 
(a) That paper was a very scarce resource in Vietnam. There was, in particular, a 
lack of notebooks in the school system in general. The Vinh Phu factory was 
intended to cover this particular demand for paper. This was also an intent that 
was easily “digested” by different parties also in the Swedish aid debate – the 
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aid to the communist North Vietnamese government was otherwise quite an in-
flamed issue in the days of the Vietnam war. 
(b) Vietnam possessed the necessary raw material: 24 percent of the Vietnamese 
area is covered with forest, and Sweden possessed the necessary forestry indus-
try tradition and capability to help Vietnam exploit this resource in an effective 
way.  
(c) The factory was also supposed to reduce the demand for foreign currency. 
Much of the paper needed had previously been imported from abroad, thus de-
manding foreign currency. The 
negative trade balance made this a 
burden to the Vietnamese government: 
there were so many needs and so little 
foreign currency to cover these needs.  
In Vietnamese terms the factory is a 
giant. Figures about paper production 
vary and are generally uncertain, but it 
is estimated that the factory would 
double the paper production in 
Vietnam.  
In Swedish terms the factory is a small 
or medium factory of its kind. The 
installed capacity is about 55.000 tpy 
of paper, and the technology employed 
in the factory is of normal Swedish 
standard of the 1970ies. The number 
of employees is about two and a half 
thousands – a much higher number of 
employees than in a corresponding 
Swedish factory. In the first plans for 
the factory, it was also estimated that 
the number of employees would be 
much lower: about seven to nine 
hundreds (Cedergren 1975).  

The factory was the core of a 
“New Economic Zone” 

Vietnam has a population density 
problem. The arable land is concen-
trated to the delta areas of the Red 
River and the Mekong River. The 
density of population in these areas is among the highest in the world – and in 
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particular in the Mekong delta. The population density is also high in the major 
cities, along the river valleys, along the coastline, and on a few spots on the high 
plateau. The rest of the country is rather scarcely populated.  
The living conditions in the densely populated areas are difficult to improve – 
and in particular since the population is increasing rapidly. As a remedy to the 
density problem, the Vietnamese government has tried to establish “New Eco-
nomic Zones” in the less densely populated areas. It has primarily been a matter 
of agricultural settlements, but the location of the Vinh Phu factory is motivated 
by the same regional economic reason. The factory was intended to be the core 
of a New Economic Zone in a place where there was not much population be-
fore – not to speak of industrial activity. There were but a few huts and a groove 
beside a river.  

The forestry part 
According to the first agreements made, the Swedes should not be involved in 
the supply of wood to the factory. This was regarded to be an internal Vietnam-
ese business, and the Vietnamese government guaranteed the sufficient supply 
of raw material for the production. 
A raw material area (RMA) of about 800.000 hectares was been assigned to the 
project. It was estimated, both by the Swedish forestry consultants and by the 
Vietnamese that this was quite sufficient for the needs of the factory. But it soon 
turned out that this was a miscalculation. The RMA had to be expanded to in-
clude parts of the neighbouring provinces too.  
Separate Forestry Enterprises, set up for this purpose, made the cutting of the 
wood for the factory. There were six such Forest Enterprises in the initial plans. 
The number of forest workers was about 17.000 in the mid-1980ies – a great 
portion of them women. This was a far higher figure than initially planned for. 
In the first plans, it was estimated that about 4.000 employees were required 
(Rapport från SIDA 2/75). 
A training centre for forestry workers was set up in a city called Ham Yen. The 
rationale behind this was that the skills and capabilities of the Vietnamese for-
estry workers were realised to be hampering the efficiency of the entire opera-
tions. “This was in conflict with the original plans, stating that experienced op-
erators and mechanics should be made available and that only on-the-job train-
ing should be performed by the project.” In the period 1978 to 1988, hundreds of 
Vietnamese forestry workers received their training at the Ham Yen Training 
Centre.  
It was part of the plans that the Swedish involvement in the forestry worker 
training should eventually be phased out, and that the Vietnamese should take 
over themselves. In the end of the period of Swedish presence in the project, the 
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Ham Yen Training Centre was also closed down, and the Phu Ho Forestry Voca-
tional School took over the forestry training, 

The transfer of knowledge programme 
An important part of the Vinh Phu project from start has been the transfer of 
management knowledge. A Swedish management consultant firm called Scan-
management was hired for this task. The intention was to transfer modern man-
agement knowledge needed to run the plant efficiently – also in the future, when 
all Swedes had left the project.  
In the years 1980 to 1983, most managerial efforts were invested in starting up 
the operations. The transfer of management knowledge programme took speed 
after 1983, and the programme was terminated in 1990, when the last Scanman-
agement manager was “phased out” and left the country.  
The primary training method used was on-the-job advising – or “couching”, as 
the Scanmanagement team labelled it – of Vietnamese counterparts. The idea 
was that the Scanmanagement staff had the knowledge required for the effective 
managing of a pulp and paper plant, and that this knowledge should be conveyed 
through day-to-day advising. This staff should be working together with Viet-
namese managers and acting as their advisors in the daily work. The Vietnamese 
managers had the managerial responsibility all the time.  
The Scanmanagement personnel put a label on the management principles they 
tried to convey to the Vietnamese counterparts: “Modern Management Knowl-
edge”. This was a management based upon up-to-date management practices, 
i.e., a management based upon planning - both annual and long term – on a cor-
porate level, delegated decision-making and market orientation.  
In the beginning of the transfer of management knowledge programme, it was 
evident that the management principles advocated by the Scanmanagement staff 
were rather strange in the Vietnamese context – and not readily accepted by the 
Vietnamese. “To have a general acceptance of the new management principles 
turned out to be very difficult and occasionally SM also felt that the principles 
were perhaps considered as subversive.” 
With the new economic policy introduced in Vietnam from the mid-1980ies, the 
modern management practices advocated by the Scanmanagement personnel 
became, however, more opportune and easily accepted. Enterprises were given 
more freedom, and management of enterprises more power to make decisions on 
their own. This also made the management principles advocated by the Scan-
management staff more applicable. But the problem of acceptability remained 
during the entire period the Swedish managers worked as advisors in the project 
– and may be assumed to remain for a long time in the future, because of differ-
ences in the Swedish and Vietnamese economic and political contexts.  
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On planning 

It is held that the planning imperative is central to modern management knowl-
edge. This assumption was also confirmed in the interviews: it was evident from 
the comments that the interviewees considered the planning approach to be cen-
tral to proper management. It was, for instance, contended that “it is just as im-
portant anywhere”, and “one needs frames to manage from”.  

Forecasting and planning are even more important in Vietnam 
It was also contended that forecasting and planning are even more important in 
Vietnam than in Sweden. Major reasons for this were the lack of local suppliers 
and the long delivery times of all imported goods.  
A general lack of local suppliers and subcontractors was instantly recognised to 
be a problem when the Vinh Phu project was commenced. Vietnamese suppliers 
were expected to provide various construction material – labelled “domestic” in 
the initial agreement. They should, for instance, supply the cement, the rein-
forcement bars, and all timber needed. But it proved that one had been too opti-
mistic in this respect. Much of the goods needed had to be imported from 
abroad.  
The problem was made even bigger by the fact that the technology employed in 
the factory was quite sophisticated in the Vietnamese context. The factory man-
agement had made deliberated attempts to order goods from Vietnamese work-
shops, but the results were discouraging. The Vietnamese suppliers could not 
live up to the standards required for this technology. 
The lack of local suppliers and the anomaly of the technology employed made 
the factory heavily dependent on an import of spare-parts and other things that 
could not be purchased locally. The delivery times for such imported goods was 
experienced to be a matter of months – or even years. This made it necessary to 
foresee every little detail in good time if activities were to proceed in a smooth 
and uninterrupted way. “If you want something here in Sweden, you just pick up 
the receiver and it is delivered immediately. Down there it took, at best, six 
months to get something – the official way. And if there was the slightest prob-
lem, it could take years. Letters had to be sent backwards and forwards in the 
system, and you might need an acceptance on a high level for a change in some 
purchase or something like that. Therefore, the demand for planning and fore-
sight is much bigger down there.” 

“It is not going to be like the forecasts anyhow” 
The questions about the importance of forecasting and difficulty of planning in 
the Vietnamese context implied that there was a dilemma in the minds of the 
interviewees. Because even if it was considered of central importance to foresee 
and plan to make activities proceed smoothly and efficiently, it was also experi-
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enced that the much greater uncertainty connected with all planning in Vietnam 
made a reliance on the planning approach questionable. It was contended that 
“(F)orecasting is less important since the reality is changing so much that it is 
not going to be like the forecasts any how”, and “(P)rognoses are not so reliable. 
Therefore the value of the prognoses is less.” 

The lack of reliable data and statistics 
The lack of reliable data was one major source for the uncertainty. This made all 
planning unreliable. A reason for this problem is that industrial production is an 
anomaly in the economic system. No data and statistics has been compiled and 
assessed in decision-making over a longer period of time. There has been no use 
of such data. This made all planning very much subject to GIGO’s law, i.e. Gar-
bage In - Garbage Out. 
The Bai Bang factory was also a new element in the Vietnamese economy. 
There was not much forestry industry before – and in particular there was no 
industry with the size of the Bai Bang factory. This made the demands for in-
formation for management of the factory new too. 
Much of the data for planning purposes were received from above – from the 
central planning authorities. These data were experienced to be generally unreli-
able – being a matter of promises and wishes rather than realistic guesses.  
Taken together, this meant “all planning and decision-making was made under 
much greater uncertainty than here, since they had no experience and no reliable 
statistics to build on. It was like wetting the finger and holding it up to feel 
where it is blowing from.” 

The uncertain supply of raw material 
The supply of wood for the factory is a good example on this general uncer-
tainty. This supply was the responsibility of the Vietnamese government, which 
guaranteed the availability of this important raw material for the production in 
the first agreements on the project. But it was soon recognised that the Vietnam-
ese government had big difficulties fulfilling its part of the agreement.  
In the initial plans, a Raw Material Area (RMA) of approximately 800.000 hec-
tares in the Vinh Phu province was assigned to the project. This was considered 
quite enough for the demands of the factory. But as soon as the operations 
started, it was recognised that this was a miscalculation. A major reason for the 
miscalculation was that the forest industry was quite new. There was no experi-
ence-based knowledge to rely upon. Data and statistics about the forest re-
sources had not been compiled and assessed in the past, but were estimations 
made on uncertain grounds.  
A number of inventories were made of the forest assigned to the factory in the 
early years of the project – with quite different results. “Some studies stated that 



 345

100.000 ha were available. Others (FIPI) reported that only 38.000 ha were cov-
ered with plantations of different kinds. Later on, investigations proved that the 
lowest figure was the most accurate one. In fact, it should have been even lower. 
However, nobody knew the truth at that time and the disputes among the Viet-
namese organisations, and also among the expatriates went on for years.” 
Because of the problems of wood supply, the Vietnamese government decided 
to expand the RMA to include areas also in the neighbouring provinces. Already 
in 1983, 40 percent of the needed wood had to be taken from outside the original 
RMA.  
Part of the problem was that the Swedish experts were not allowed to visit the 
raw material area personally in the beginning. The area was military “hot”, and 
the Scanmanagement management staff was not allowed to bring aerial photos 
of the area with them for analysis. The Vietnamese therefore made the analysis, 
and the Swedes had to rely on the information and promises they received from 
the Vietnamese authorities.  
Conditions in the forest were also changing all the time, much due to the re-
gional policy pursued by the government. The government tried to move people 
out from the densely populated areas into less densely populated areas – includ-
ing the RMA assigned to the factory. The settlers practised burn beating, and 
this reduced the available wood in the forests substantially. They also cut down 
wood for their household needs. 
A great portion of the wood cut and destined for the factory “leaked away” on 
the way to the factory too. It was estimated that about thirty to forty percent of 
the wood just disappeared (Ny Teknik 1985, SIDA Inside 4/87). One reason was 
the need for firewood: people needed firewood and picked it from the heaps of 
wood cut. Another reason was that the income from selling firewood on the 
market was higher than the income from selling the same wood to the factory. It 
was therefore concluded that the forest workers might be inclined to sell the 
wood harvested on the market, instead of delivering it to the factory as the inten-
tion was, and that a great deal of the wood cut “leaked away” for that reason 
(Rapport från SIDA 2/75). 
A problem that was not foreseen was that the bamboo forest bloomed at the end 
of the 1970ies. Bamboo is a grass that whithers away after blooming. Large 
parts of the bamboo forest just became unusable for the paper production for this 
reason: it is estimated that about 50 percent of the bamboo forest assigned to the 
Vinh Phu factory suddenly became unusable for the production of pulp. This 
blooming came as a complete surprise to the planners – even though it may, in 
retrospect, be stated that it was nothing extraordinary. It is something that hap-
pens once every 7th, 10th or 20th year – the figures vary in the project reports 
(Bistånd utvärderat SIDA 3/82). 
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The lack of a reliable infrastructure 
The lack of a reliable infrastructure is recognised to be a major development 
problem in Vietnam. “It is in tatters”, a visiting Hong Kong businessman com-
plained (The Asia & Pacific Review 1993/94). Roads, railroads, ports, ships, 
lorries etc. are often old fashion, worn and over loaded. Another part of the in-
frastructure that is not working properly, measured in developed country terms, 
is the telecommunication system.  
It was remarked that this is one reason why the bureaucracy is so inert and inef-
ficient. “You cannot always lift the receiver and make contact with another au-
thority.” Efficient telecommunication is important also for the effective func-
tioning of the industry. It is part of the industrialised infrastructure. 
To the management of the Bai Bang plant, the unreliability of the infrastructure 
added to the uncertainty. The location of the plant made it dependent on trans-
ports from various other places, and since it was never certain whether roads 
were blocked or otherwise not open for transport, one could not be certain if 
goods arrived as planned either. “You cannot say that the lorry with timber will 
arrive at two o'clock in the noon. It could very well arrive next day at two 
o'clock.” The problem with the unreliable transport system became evident 
when the factory was started up. In particular, it proved difficult to get bulk 
goods like limestone and coal. As a remedy to this, it was decided that to invest 
in a factory owned fleet of pushers and barges, and to invest in a river harbour 
with unloading facilities.  
The supply of electric power is another infrastructure matter that is a major de-
velopment problem for Vietnam in general. The supply is far from enough for 
the demands of the existing industry, and a reason why the capacity in the indus-
try is not fully utilised. The existing systems for distribution of electricity, in-
cluding the power generators are in bad shape after the war – and due to lack of 
spare-parts and bad maintenance. This makes the supply of electricity a source 
of uncertainty for most enterprises in Vietnam. But it is not a major issue in the 
project reports about the Vinh Phu project. The factory invested in its own 
power generators, and this shielded it from the unreliability of the power supply 
system in general. 

Thefts and “redistributed” goods was a serious problem from the 
beginning 

In the beginning, when the factory was erected, goods earmarked for the factory 
did not arrive. Things just disappeared in one way or another. When the Scan-
management staff turned to the Vietnamese government and complained about 
this, it was found out that much of the goods that had disappeared had been “re-
distributed” to different state-owned stores.  
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In this context, it must be mentioned that according to Vietnamese law, any 
goods or equipment arriving in Vietnam immediately become a Vietnamese 
property. That is: however meant for the Bai Bang project, the Vietnamese could 
reallocate material and utilised elsewhere demanded. And the demands were in-
satiable! What this “redistribution of goods” has meant to time schedules and 
budget as well as for the efficiency of the Swedes is easy to understand.  
Private property belonging to the Swedish advisors also disappeared. It was sto-
len from the staff accommodations when the staff was working in the factory. A 
high wall had to be built to protect the property of the Mill, and of the expatriate 
personnel. This was not part of the plans from start. Rather, the Swedes opposed 
to such a wall in the beginning. 
A major reason for this tendency of goods to “disappear” was suggested to be 
the poverty of the Vietnamese. The temptation to filch whatever goods one 
could get ones hands on was very big.  

“They lack the proper ‘feeling’ for planning” 
The management of the factory was obliged to deliver lots of figures and plans 
to the Central Planning authorities. This meant that quite a lot of effort and en-
ergy was invested in planning. But it was also experienced that the local man-
agement staff lacked the proper “feeling” for planning – and in particular for the 
kind of planning Scanmanagement advisors were trying to introduce. The plan-
ning practices advocated by the Scanmanagement staff were even believed to be 
considered a bit subversive in the beginning of the project. The general attitude 
with the local top management staff was to deliver figures and wait for direc-
tives, rather than to carry out independent planning. 
Another problem was that the planning practices advocated by Scanmanagement 
added new tasks to the work burden of the Vietnamese staff – and an addition 
that was not mandatory. In this situation, the Vietnamese management staff was 
experienced to be rather reluctant to comply with the ambitions and advises of 
the Scanmanagement advisors. 
It was reported that the introduction of the Doi Moi policies made the Scanman-
agement planning policies more accepted also among the Vietnamese managers. 
Planning on an enterprise level – like the one advocated by the Swedish advisors 
– was very much in line with the ideas of the new economic policies introduced. 
But it was also suggested that the change of attitudes would probably take a long 
time.  

The campaign tradition 
A certain “campaign tradition” was experienced to be central to Vietnamese 
economic life. When it seemed as if the goals set up in the plans were not to be 
fulfilled, a campaign was proclaimed to improve the figures. This often resulted 
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in the expected improvement of the figures. For instance, it was noted that all 
the fibrous raw material needed in 1982 – 16 000 tons – were delivered at the 
end of the year – during the December campaign. Yet, one managed to start up 
the enterprise and to make test runs, because one could rely on imported pulp. 
But even if goals set up in plans could be achieved through campaigns carried 
out at the end of a planning period, the campaign tradition was experienced to be 
a problem for the efficiency of a modern process industry like the Bai Bang fac-
tory. Large-scale process industry was suggested to demand an even work pace 
to be effective. 
The campaign tradition must also be considered of importance for the lack of 
“feeling” for planning that was remarked upon. The goals are more important 
than the way the goals are achieved.  

It is more important with lobbying anyhow 
It was also remarked that the importance of forecasting and planning could be 
questioned since decisions made by central authorities were more important for 
the success and survival of an enterprise than a sensitivity to market demand. It 
was therefore more important to lobby and influence decision-makers on the 
central level than to try to forecast “on a distance”. Much time was also spent by 
top management – maintaining relations with state authorities was exclusively a 
top management issue – on relations with the state authorities in order to con-
vince these to set realistic goals and to allocate sufficient resources to the pro-
ject. “Much time was spent on meetings in Hanoi to achieve results in the form 
of realistic plans and practical organisations.” 
The province authorities were also quite powerful and important for factory effi-
ciency. In particular, they were influencing the supply of wood to the factory. 
Factory management had to devote much time to negotiations with these au-
thorities. “At the same time, the province forestry organisations were ap-
proached by the province advisors. It was really a delicate challenge to try to 
created an open and fruitful co-operation with the different provinces and 
BYU.” 
The expansion of the RMA to include areas in the neighbouring provinces made 
the negotiations with province authorities particularly time consuming. The or-
ganisation established for the supply of wood to the factory had no authority 
over forest enterprises in the other provinces, and this made negotiations with 
neighbouring province authorities crucial for the efficiency of the factory. 

On decision-making 

The perfect rationality model is held to be central to Swedish managers’ image 
of how managerial decision-making shall be made. This model is implicitly pre-
suming a number of conditions that were questioned in the Vietnamese context. 
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The Vietnamese manager is forced to rely on intuition to a higher ex-
tent than the Swedish manager is 

For one thing, there was a general lack of decision relevant and reliable data. 
This made it inevitable that a decision-maker had to rely much on intuition and 
gut feeling when decisions were made. 

There were reasons to question the “stewardship rationality” 
The perfect rationality model applied on managerial decision-making implicitly 
presumes that the decision-maker is a loyal “organisation man”. He/she is ex-
pected to evaluate all options and make all decisions in the name of the princi-
pals/owners of the enterprise or organisation managed. There were reasons to 
question the validity of this implicit assumption in the Vietnamese context.  

• For one thing, the remuneration paid to the managers – and employees – in 
the factory were far too low to provide for a manager’s needs. He/she urgently 
needed some kind of additional income, or additional supply of foodstuffs. It 
was therefore very common that the manager or employee had a small home-
stead, but he/she could also have some kind of second job. This extra job or 
this homestead was experienced to be of overshadowing importance to man-
agers and employees alike. More important than ordinary job in the factory!  

• For another thing, the industrial organisation is not the core social institution 
it is in Sweden. It is an anomaly in the Vietnamese economic and social life. 
The most important social institution in Vietnam is the Family. It was sug-
gested that this great importance of the Family is of major importance also for 
decision-making in the organisational context.  

Corruption is increasing 
The corruption element was experienced to be increasing in the Vietnamese 
economy during the period when the Scanmanagement staff worked there. In 
particular, this tendency was evident after the launching of the Doi Moi princi-
ples.  

On the appropriate management style 

The benefits of a democratic, participative and delegative management style are 
central to modern management knowledge. The Scanmanagement staff also tried 
to introduce such a management style in their coaching of the Vietnamese man-
agers. But it was experienced that the applicability of this management style was 
questioned in different ways in Vietnam.  

“To delegate was more-or-less an unknown concept.” 
For one thing, it was experienced that the indigenous Vietnamese management 
style was quite authoritarian – and that the manager was expected to be authori-
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tarian. This was partly suggested to be a cultural thing: the image of authority in 
Vietnam was that of an authoritarian “chief”. Decision-making was very central-
ised and delegation very restricted. “In the beginning, in principle all decisions 
were to be made by the top managers, and subordinate managers were only pre-
pared to act on directives. To delegate was more-or-less an unknown concept” 
(The Bai Bang Project – a frank description by Scanmanagement, p19). 
The economic structure added to the authority of the manager. The factory was 
not the specialised production unit an enterprise is in Sweden. Rather, it was 
more like the traditional Factory village at the time of Industrial Revolution in 
Sweden: i.e., a society within the society. This also meant that the manager was 
endowed with much more power over the subordinates than a corresponding 
manager in Sweden has – it was a power that did not halt at the factory gates.  

The lack of industrial qualifications and experience 
It was also suggested that an authoritarian, directive management style was 
more-or-less inevitable in the Vietnamese situation. A major reason was a gen-
eral lack of capable employees. 
It was not so much a matter of basic education, because Vietnam has one of the 
highest rates of literacy amongst all developing countries in the world – due to 
an extensive investment in literacy campaigns and in the primary education sys-
tem. But there was a lack of industrial tradition, and this proved to be a major 
problem. A great deal of the work force was, for instance, young women who 
arrived directly from school or from an agricultural co-operative. They had ab-
solutely no previous industrial experience. The delegative management style did 
not work in this situation. It was rather necessary to give very precise directives 
and to check that everything was done as expected.  
The capability problem was acute on higher administrative positions in the fac-
tory organisation. The general lack of management competence is something 
that echoes in descriptions of the Vietnamese economic situation (cf. for in-
stance, Öström 1984). 
The lack of professional workers was another important management problem. 
There did exist vocational training institutions in Vietnam, but the quality of this 
education was not experienced to be sufficient for the needs of the relatively ad-
vanced technology used in the factory. The location of the factory added to the 
problem, because people with any kind of professional training were not keen on 
moving to a remote place like Bai Bang, where the infrastructure and the living 
conditions in general were still very poor. The Vietnamese professional workers 
preferred to live in the more developed Hanoi-area – where they also had their 
relatives. 
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The loyalty to the organisation could be questioned 
Another reason to question a participative-delegative management style was that 
the loyalty to the organisation could be questioned.  
For one thing, it was a matter of the low wages and salaries paid to all state em-
ployees. These wages and salaries were too low to live on. Both managers and 
employees therefore urgently needed some kind of additional income and this 
had negative consequences for their loyalty to the organisation and for their in-
volvement in organisational work.  
For another thing, the industrial organisation was an anomaly in the Vietnamese 
social life. The majority of the population were small-scale farmers, and the 
most important social institution was the family. This is where the ordinary 
Vietnamese invests his/her loyalty in the first place. This means that the attitude 
to factory work can be assumed to be quite instrumental – the factory organisa-
tion is not the place where he/she seeks for affiliation and recognition. It is 
rather a place where he/she earns (part of) the income used to pay for “real life” 
outside factory site.  

The anxiety over decision-making 
A common theme in the interviews was the anxiety over decision-making. 
Managers and employees alike appeared to prefer to avoid taking the 
responsibility for decision-making. It was better to “delegate issues upward” to 
someone else, than to risk making the wrong decision.  
This contributed to the authoritarian management style – the subordinate style 
was one of a passive implementer of decisions made higher up in the organisa-
tion. Subordinates on all levels in the organisation were waiting for directives 
from above. The Scanmanagement staff regarded this to be a problem and an 
obstacle to the efficiency of operations.  

On motivating and incentives 

Material rewards are the basis of every effective incentive system in 
Vietnam 

The Maslowian message states that material rewards are not enough to promote 
efficiency. Managers and employees alike are regarded to be social and psycho-
logical beings, striving for affiliation and recognition at work, and also for chal-
lenging work tasks providing opportunities for self-achievement.  
This may also be the case in the Western, industrialised societies where the indi-
vidual have their basic needs satisfied. But Vietnam is a very poor country. Ba-
sic needs are not satisfied incentive systems must be designed with this in mind 
to be effective.  
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The employees were paid part in cash, part in kind 
The employees of the Bai Bang factory were state employees. As such, they re-
ceived wages and salaries according to a scheme decided upon on a central 
level. It was also part of the picture that the payment was divided into two parts: 
payment in cash and payment in kind.  
The payment in cash was quite low, and its value was successively decreasing 
due to the inflation. In addition to this, it was often delayed. This made the pay-
ment in kind the most important part of the wages/salaries received.  
The payment in kind consisted of coupons, which the employees could buy sub-
sidised food for – for instance rice, pork, fish, fish-sauce, and sugar. How much 
food one was allowed to buy in this way depended on the size of the family and 
the type of work: the harder the work, the more food one was entitled to. The 
ration ranged between 13 to 24 kg of rice per month. The employees could also 
be allowed to buy other goods at subsidised prices in this way, for instance coal 
to the household fire, tissues and soap (Sevenfjord, 1985). The distribution was, 
however, uneven and uncertain – often there was little or nothing on the shelves 
in the state shops. Acquiring one’s ration is also often associated with an endur-
ing queuing in the state owned shops. 
It was possible to buy foodstuff of different kinds, living animals and simple 
consumption goods – for instance watches, spare parts to bicycles, bulbs etc. – 
on the local market. But the prices were much higher than the subsidised state 
prices. The small cash remuneration received from the state did not last long if 
one had to buy something on these markets – as one often had to. This forced 
workers in towns to have double sources of incomes.  
On the countryside, the private homestead was also an important source of food 
and other necessities – and of cash that could be used to buy things for.  

The Vietnamese incentive system was quite inefficient 
The basic idea of every effective incentive system is the alignment of the indi-
vidual needs with those of the enterprise. I.e., the single manager/employee shall 
strive for fulfilment of his/her own needs by striving to fulfil his/her own needs.  
The lack of proper incentives was recognised as a major obstacle to economic 
development in Vietnam in general – and in particular in the agricultural sector. 
People were simply not inclined to invest time and effort in producing a surplus 
in the agricultural sector since they were not paid properly for this. State em-
ployees – including employees in the state-owned industry were also paid too 
low wages and salaries to make them inclined to work hard.  
This lack of proper incentives was also experienced to be a problem in the Bai 
Bang case. In short, there were no incentives to make managers and employees 
inclined to work hard and to feel responsible for their jobs. “The wages of the 
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employees were so low – and still are – that it was impossible to survive from 
only the work in the mill. It is not to wonder that motivation and discipline both 
among workers and superior personnel were quite unsatisfactory. The Vi-
etnamese authorities did not realise the problem, however, or could not solve it” 
(The Bai Bang Project – a frank description by Scanmanagement, p 11). 
The situation was recognised to be particularly bad in the forest in this respect. 
“The workers are also working in the forest only two hours a day. The rest of the 
day is spent with other, for them more important activities. There is no motiva-
tion for them to work and do a good job. They are paid the same, whether they 
are doing a good or a bad job.” (Mårn and Wallberg, 1989) 
It was suggested that punctuality as well as efficiency of operations would be 
improved if a bonus system was introduced.  

The need for an additional income 
The need for an additional income had negative consequence for both the incli-
nation to work hard for the sake of the organisation and for the work-ethos in 
general. Because the managers’ and employees’ “minds and thoughts are set on 
how to acquire consumables”, and not on ordinary work (Facts 8/82). The addi-
tional incomes or the contributions from the homestead were also often greater 
and more important for the employee, than the income from “ordinary” work in 
the factory – something that, quite naturally, affected the work attitude. Selling 
the domestic pig did, for instance, render a higher income than what was earned 
from ordinary work during the whole year (Ny Teknik 1985).  
Workers and managers were also often quite tired and exhausted when they 
came to work due to the additional “shift” they spent on acquiring an additional 
income. 

The importance of the family 
The Maslowian message implicitly states that it is in the organisational context 
that the employee strives for affiliation and recognition. This means that the or-
ganisation is believed to be an important social institution. But in the Vietnam-
ese social context, an industrial organisation like the Bai Bang factory is an 
anomaly. The family and the social relations outside factory gates were much 
more important than social life at work. It may therefore be contended that it is 
in these institutions outside the work site that the single employee or manager is 
primarily striving for affiliation and recognition.  

The overmanning made work discipline suffer 
The number of employees in the Mill and in the forestry is very high – much 
higher than in a corresponding activity in Sweden, and also much higher than in 
the original plans. The Swedish managers opposed to this and considered it to 
hamper the work discipline – and to imply that rewards were smaller than oth-
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erwise had been possible. “This (the high number of employees) means that no-
body feels personally responsible for anything. It also means that the scarce re-
sources have to be divided among many individuals.” (The Bai Bang Project – a 
frank description by Scanmanagement, p10) But neither the Swedish advisors, 
nor the local factory management could do much about the number of employ-
ees – this was decided on by central authorities.  

On marketing  

A proper management of market relations is central to modern management 
knowledge. The ultimate criterion for the survival of an enterprise in a market 
economy is whether it can attract customers or clients that are willing to pay for 
its goods or services or not. Management must therefore be sensitive to demands 
and wishes of the market. This “recipe” for success and survival in a market 
economy was questioned in several ways in the Vinh Phu case.  

The dependency on the “visible hand” made it an imperative to main-
tain good relations with central authorities 

Most basically, the enterprise was not the same autonomous economic actor as it 
is in a market economy like Sweden. It was rather a “link” in a central planning 
system. It was decided on a higher level to whom the enterprise should deliver 
its goods, and also how much and on what conditions goods was to be sold. It 
was also decided who should deliver to the enterprise and the conditions for this. 
This made the relations with the central authorities crucial to the efficiency of 
operations: it hinged on the ability to maintain good relations with the State 
Planning Committee and to make this Committee aware of the needs of the fac-
tory. “The most important relations the manager has to work with are those with 
the authorities in Hanoi: the State Planning Committee, which decides on how 
much resources the enterprise should receive, the Transport Ministry, which de-
cides on transports, and so on. – Sometimes one wondered if the gentlemen in 
Hanoi knew how big the factory really was, and how much resources it required 
– continuously!”  
This dependence on decisions made on a central level was particularly problem-
atic for the Vinh Phu factory, since the technology employed and the size of the 
operations made it an anomaly in the Vietnamese economic context.  

The inert bureaucracy 
The management of bureaucratic relations was another important boundary 
spanning task. It was experienced that the bureaucracy was generally quite inert 
and time demanding. Different reasons for this bureaucratic inertia were men-
tioned. One reason mentioned was that the officials on different positions in the 
system lack the proper training for their tasks, and are often given unclear in-
structions. Part of the picture was that many bureaucratic officials were ap-
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pointed as a reward for their serviced during the fighting for independence, 
rather than upon their merits as administrators – or managers.  
Another reason for the bureaucratic inertia that was mentioned was that there 
was a constant competition for resources in the system. The general scarcity of 
resources made administrators fight for the resources that were available and 
strive to maintain control over them, rather than to co-operate for the efficiency 
of the state administration as a whole. The lack of administrative experience 
was, furthermore, suggested to make officials not realise the need for co-
operation to achieve development.  
A certain anxiety over decision-making was also commented upon as a reason 
for bureaucratic inertia. Bureaucratic officials were experienced to avoid making 
decisions, since they did not want to run the risk of being accused of making the 
wrong decisions.  

The customer is just a receiver 
The customer relations were quite unproblematic. The Vietnamese economy was 
a central planning system, and the relation between a seller and a buyer was one 
of a deliverer and a receiver.  
There were two main customers: the Ministry of Internal Trade purchased about 
75 percent of the production, and the Ministry of Education and Culture that 
purchased another 10 percent. The rest of the production was sold to various 
smaller customers. The Ministry of Internal Trade was responsible for the deliv-
erance to end-users. The factory just delivered what it produced to this Ministry. 
Management therefore had to spend very little efforts and energy on maintaining 
market relations in a conventional, market economy meaning. “The greatest dif-
ference is when it comes to the relation to the customer. We are first of all trying 
to establish good relations with the customers. But that’s not so for them. The 
customer is just a receiver. Who takes what he can get, and pays what is de-
manded. The supplier was, to a certain extent, important. Not for price reasons, 
but for quantity reasons. They try to get favours from the suppliers by establish-
ing good relations.” 
The demand for paper was also so big that the quality did not matter much ei-
ther. 

The dependency on imported goods 
The factory was an oddity in the Vietnamese economy. It employed a modern, 
Western technology, and there were very few local suppliers that the factory 
could rely on for spare-parts and other goods needed to maintain production go-
ing. The factory was therefore very depending on imported goods. This also 
meant a dependency on foreign currency and on the permission to import what-
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ever needed. This added to the importance of maintaining and managing rela-
tions with central authorities. 
The trade balance deficit made foreign currency a very scarce resource in gen-
eral in Vietnam, and one that was extremely rationed. The need for it was vast, 
and the supply very limited. The factory management had to compete for the 
hard currency needed with many other, and often more urgent needs. This made 
the supply of spare-parts and imported inputs to the factory a matter of long de-
livery times and general unpredictability - something that made the efficiency of 
the factory suffer. It also made it important to be able to convince the central 
authorities about the urgent need of such imported goods. 
The import business was first made through a separate unit within the Ministry 
of Foreign Trade called Technoimport. The Scanmanagement staff disapproved 
with the way this unit handled the import matters. It was experienced to be 
overly “bureaucratic” and lacking the feeling for maintaining good relations 
with suppliers. In particular, it was often slow with payments. This caused prob-
lems. Suppliers began to hesitate about delivering goods to the factory, and this 
caused interruptions of operations because of non-availability of spare-parts. 
The Scanmanagement staff tried to change this, but the advises did not receive 
much attention. When a new agreement was made in 1985, it was therefore 
made an important part of the negotiations that a new organisation for the import 
of goods for the factory should be set up. This was also agreed upon, and an or-
ganisation called VIPIMEX was established. This organisation worked quite 
smoothly and efficiently under the supervision of Scanmanagement, but as soon 
as the Swedes left, operations begun to be “sluggish and fumbling” – again. 

Maintaining relations with suppliers was another crucial management 
task 

The supply of raw material and of other important inputs to the enterprise was 
formally in the hands of the central authorities. In theory, this should therefore 
pose no problems to factory management. In reality, though, the management 
had to invest much time and efforts in guaranteeing the supply of all necessary 
inputs. “It’s quite a different situation. A manager in Sweden has a lot of things 
free. The manager in Vietnam has to make sure everything is arriving to the en-
terprise: food, coal, wood etc. In Sweden you purchase it. In Vietnam it is much 
more complicated.”  

The bartering business 
Bartering was part of the game. The factory management was given the right to 
barter with “rejects” and “surplus”, and this bartering was a means to “oil” the 
rigid state planning system. “If resources weren’t sufficient, they had to pur-
chase them on the open market. If they produced more than planned, they could 
sell the surplus or barter with it: we delivered quite a lot of paper to the South. 
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We swapped it against raw material. This activity was increasing. And we 
backed it up.” Bartering was also used to acquire extra food for the employees. 
The management could procure foods outside formal channels by trading with 
the waste and with the surplus production. It was experienced that this type of 
trading outside official channels was increasing in importance during the period 
the interviewees worked there. And the Swedish managers supported this busi-
ness, since “This was our way to do business: first earning the money and then 
spending it. And in this way being able to manage the business by oneself, not 
being so dependent on the Great Plan – and it was perfectly OK. They were al-
lowed to do this – under surveillance, of course.” 

The personalisation of business relations 
The great dependency on a few persons in the Central Authorities and on some 
key suppliers of inputs to the factory made the business relations very personal-
ised. It was not a matter of the relative anonymous market relations in the West, 
where the quality and price of the goods trade with are the core issues in trade 
relations, and where business agreements are made in quite a formal impersonal 
manner. Maintaining good relations with Central Authorities was a top man-
agement business. 

Doi Moi made the market orientation approach more applicable and 
accepted, ... 

The new economic policies introduced in 1986 were successively changing eco-
nomic conditions also for the Vinh Phu factory. From 1989, this transition of the 
Vietnamese economy from a plan economy to a more market oriented economy 
was obvious. The governing principle was that enterprises should be subject to 
forces of competition in a market environment, and that more power and more 
responsibility should be delegated to the single enterprises’ management. This 
made the Swedish emphasis on a market orientation more applicable and ac-
cepted. “The new policy was manifested in Resolution 306, which was scruti-
nised also by SM ... Now the management principles that SM had worked for, 
were suddenly much more accepted”.  

..., but it will take time 
But it was also remarked that the transition of the economy into a market econ-
omy will take time. The central authorities are still very powerful – and will re-
main so for a long time. “In Vietnam, central government ministries both di-
rectly manage economic units and operate administrative or service units. The 
reform process has led to considerable changes in the nature of these relations, 
... There is, however, a tradition of close official involvement in commercial and 
production activities” (Åberg 1989). An implication of this is that maintaining 
good relations with central authorities will also remain a core managerial task in 
Vietnam for a long time ahead.  
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Export was made necessary 
The dependency on imported goods soon made export of paper part of the goals 
for the factory. It was a way to earn the necessary foreign currency to pay for the 
import with.  
This export was not part of the plans in the beginning of the Vinh Phu project. 
On the contrary, it was originally said that the total production should be used 
domestically and in the education system. But the Vietnamese reality had not 
developed as originally expected, and the Authorities made clear towards the 
middle of the 1980ies that the enterprise had to cater for its own need for foreign 
currency for spare-parts, consumables etc.  
The export business started in 1986, and has increased ever since: 

In the future, it is planned that one-third of the production shall be exported. The 
production targets for 1990 to 1995 are:  

 The image of business relations was a problem in export business 
The image of business relations inherited from the plan economy system proved 
to be a major problem in the export business. “That the enterprise had to comply 
with the demands of the market and not the opposite, was quite a new experi-
ence that was very hard to accept for those who were used to domestic custom-
ers who had to accept whatever they received.” (The Bai Bang Project – A frank 
description by Scanmanagement 1990)  

Paper 1983 1984 1985 1986 1987 1988 1989 

Export - - - 500 2800 4500 7100 

Domestic 10000 18700 22700 30000 25300 19200 19100 

Total 10000 18700 22700 30500 28100 23700 26200 

Table 9: Actual production in the Vien Phu factory 1983-1989 (1000 tons) 
Source: The Strategic Plan 1990 – 1995 for Vinh Phu Paper Union. Feb. 1990 

Paper 1990 1991 1992 1993 1994 1995 

Export 8 000 8 000 10 000 10 000 10 000 10 000 

Domestic 22 000 25 000 25 000 25 000 25 000 25 000 

Total 30 000 33 000 35 000 35 000 35 000 35 000 
 

Table 8: Planned production in the Vinh Phu factory 1990 - 1995 
Source: The Strategic Plan 1990 – 1995 for Vinh Phu Paper Union. Feb. 1990 
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The corruption element was increasing in business 
It was remarked that corruption appeared to be increasing as an element in busi-
ness relations in Vietnam. The interviewees themselves had very little personal 
experience of corruption – what they had experienced was “petty corruption”: 
small “gifts” like some parcels of cigarettes etc. were used to oil relations. But 
there were indications that more substantial corruption was a growing element in 
“normal” Vietnamese economic life. “They were subject to it, these managers – 
and they exploited the situation. I am pretty sure that some appointments and 
recruitments were made with the help of money – money and gifts and presents. 
They bought jobs, and they bought promotions. My counterpart was pretty well 
off!”  
The low remuneration and the following need for an additional income was 
mentioned as a major reason for the corruption element in business. “There is 
much more of this than one could believe. The people cannot live on what they 
earn. The ordinary salaries and wages are not more than pocket money. How to 
get money then? Well, some people are growing vegetables and sell. And some 
breed pigs – often there is even a place for the pig in the house. But consider all 
of those who are sitting in a position which means that they cannot engage in all 
of these matters. They must manage in some other way.”  

On the enterprise concept 

Specialisation is a core concept in modern management thinking – one of per-
meating importance for the way enterprises and organisations are organised. The 
basic idea is that efficiency is promoted through the focusing on a few tasks – 
that one can become an expert on.  
This specialisation concept is also important on the enterprise level. The effec-
tive enterprise is one that concentrates on a few core activities – that it can be 
best at – and leaves to other specialists to what they are best at.  
The role of the state in a market economy is of importance to the “specialised 
unit approach”. The main economic task of the state is to guarantee the effi-
ciency of the entire system by acting as a referee and rule setter – and by offer-
ing indivisible services, i.e., services that cannot be efficiently offered by private 
firms on the market but are of core importance for the efficiency of the whole 
economic system. The design and maintenance of the transport system is one 
such task of the state.  
In the Western, industrialised societies, this “specialised unit” recipe to achieve 
efficiency on an enterprise level may also be quite applicable. Over the years, a 
system of specialised firms offering each other goods and services has evolved, 
and the efficiency of each of these firms and of the system in toto, is upheld by 
the mechanisms of competition. But the applicability of the “specialised unit” 
approach was questioned in the Vietnamese economic context.  
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The lack of local suppliers and service firms 
The relatively sophisticated technology of the Bai Bang factory made it an 
anomaly in the Vietnamese economic system. This, together with the relative 
insignificance of the industrial sector in general, made it difficult to find local 
service firms and suppliers offering goods and services with the quality and the 
features required. This meant that the factory had to rely on itself and to em-
brace many functions a corresponding Swedish factory could leave to others to 
deal with. As a result, the factory embraced more functions than a corresponding 
Swedish paper and pulp factory does. 
The lack of local suppliers was evident almost instantly when the factory was 
build. According to the agreements made, a great deal of the building material 
should be “domestic”, but it turned out that there were no local suppliers who 
could deliver the goods required. A number of plants and workshops providing 
important services and construction material had therefore to be built first. A 
Swedish engineer visiting the factory remarked “(I)n a similar construction pro-
ject in Sweden, all these plants and services could have been purchased exter-
nally from already existing firms in the vicinity.” 
Some of the most important of these plants and workshops were:  

• A crushing and screening plant. To be provided with macadam and filling 
mass and for the production of cement, a Crushing and Screening plant was 
built. This had a capacity of 280 m3/shift. 

• A cement factory. To provide cement for the building of the factory, a cement 
factory was built – with the capacity of a medium size Swedish cement fac-
tory.  

• A precast concrete plant. A Precast Concrete Plant was built to provide with 
concrete pipes and blocks. 

• A large maintenance shop. A maintenance shop was built to care for the 
maintenance and repairing of the vehicles used in the project. 

• An engineering shop. An engineering shop was built to care for all the design 
and construction of all the steel and tin elements in the construction of the fac-
tory. This shop had the size of a medium size Swedish engineering shop; 50 
“experts” and 300 local employees.  

Also after the erection of the plant, there were certain “auxiliary” functions that 
a corresponding Swedish plant can rely on other firms to care for: 

• A power plant. Electricity is a scarce resource in Vietnam. The distribution 
system is underdeveloped and unreliable. It was therefore decided to build a 
power plant as part of the factory complex – both to supply the factory with 
the electricity needed, and to produce a surplus. The Power plant is fuelled 
with coal that is transported from the northeast part of the country. The sur-
plus was planned to supply the enterprises that were foreseen to be established 
in the New Economic Zone around the Bai Bang plant in the future. For time 
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being – until these foreseen new enterprises had been established, the surplus 
was delivered to the national grid.  

• A chlorine-alkali plant. To provide the factory with necessary bleaching 
chemicals, a chlorine-alkali plant was built as part of the enterprise.  

• An acetylene gas factory. A certain supply of acetylene was needed – in par-
ticular when the factory was built. For this reason an Acetylene Gas Factory 
had to be made part of the project.  

• A large maintenance shop. An important part of the factory is a large mainte-
nance shop. Such a maintenance shop is necessary also in a corresponding 
factory in Sweden, but not at all as big as the one belonging to the Vinh Phu 
factory. There were no other maintenance enterprises in the vicinity of the 
factory that could be relied upon, but the factory had to be equipped for all 
eventualities itself. 

•  A vocational school. The efficiency of the operations depended on the avail-
ability of a professional work force. This included both specialised process 
operators and more common professionals and artisans, like electricians, 
welders, plumbers etc. A problem was that there were not enough, and not 
qualified enough, workers of this kind in the Bai Bang surrounding. It was 
therefore necessary to establish a vocational school as part of the project. This 
vocational school was the largest and most modern school in the area. In 
1985, about 3.500 workers had received vocational training – and the activi-
ties proceeded. The training conveyed was of importance not just for the Bai 
Bang factory, but also for the economic development of Vietnam in general 
too: a great deal of the people trained were employed elsewhere. An interest-
ing opinion is also presented of some of the interviewees, who maintained 
that the entire project should be regarded as a giant vocational school – South 
East Asia’s biggest. The project was not merely a pulp and paper factory: it 
was a matter of introducing modern technological thinking and practices in a 
more “traditional” society. 

• A nursery. A great part of the employees in the factory (34%) is women. To 
make it possible for these to go to work, a nursery was built. This nursery was 
particularly necessary, since the people employed in the factory had moved to 
the area, and therefore lacked the traditional support from the “enlarged” fam-
ily.  

• Housing areas. A large portion of the factory workers lives in Viet Tri, a so-
ciety about 20 km from the factory. But it was also deemed necessary to im-
prove dwelling conditions of the workers by constructing two “housing areas” 
in the vicinity of the factory – with fresh water for the households, electric 
power, health care, and many other services that were directly related to their 
well-being. This was considered to be vital to the efficiency of operations. 
“Take this thing with housing. In Vietnam we came to the conclusion that 
people must be able to rest if they are working in shifts. They must have a 
place to sleep during the day to be able to work in the night. Otherwise they 
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will sleep at work”. A separate “housing area” was also built for the expatriate 
personnel. 

The factory village conditions 
All in all, the Bai Bang factory was very much like a factory village at the time 
of the Industrial Revolution in Sweden. It was a society in the society rather than 
a specialised production unit a contemporary Swedish factory is. 

The responsibility for the employees’ welfare was wider in Vietnam 
The factory management had to make sure the employees were provided with 
food and other basic commodities the employees needed for survival. For one 
thing, the factory was part of the distribution system. It was a governmental pol-
icy to subsidise base food, and this subsidised food was distributed by the fac-
tory and as part of the wages and salaries.  
The factory management also tried to add to the supply of food in other ways. 
This was suggested to be vital to the efficiency of operations. “And this with the 
food: that’s the most important thing. When the stomach screams for sustenance 
and the family is starving, it isn’t so easy to make a top productive job”. One 
way of adding to the supply of food – and of other basic commodities, was by 
trading with “rejects” and surplus on an inter-organisational basis. The bartering 
business was an important part of the business game in Vietnam. 

The indigenous managerial role was that of a patriarch  
The great involvement in the social matters outside the production had conse-
quences for the management role. The role of the manager was resembled with 
that of the squire in the old factory village. The manager was expected to be 
more of a patriarch than of a professional among professionals. The employees 
were depending on the management for their entire well-being. I.e., also for life 
outside factory gates. “In Sweden it is almost a right that the enterprise shall not 
interfere with the privacy of the employees. But that’s not the way it is in Viet-
nam. In the managerial role is included that he shall take care of the employees 
to a great extent; making sure they are as well off as possible – in every respect. 
He has to acquire food and most anything. And there are quite a number of em-
ployees too. “ 
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Area. 945,087 km2  
Population (1992 est.): 27,791,552 
Growth of population (average
1985-90): 3,4%  
GDP (1991 est.): $6.9 billion; $260
per capita.  
Life expectancy (1992): women 55
yrs, men 50 yrs 
Infant mortality (1992): 103 per
1,000 live births.  
Literacy (1983):  85% of
adult population. 
Universities (1990):  2 
Labour distribution (1987): 
Agriculture  82 %,  
Mining manufacturing,  
construction, and public 
 utilities   5%;  
Trade, finance, public  
administration, defense,  
and services  13%.  
Foreign trade (1991 est.):  
Imports $1.5 billion 
Exports $478 million 

Table 10: Tanzania in figures 
Source: The New Grolier Multimedia
Encyclopaedia, 1993 

CASE 2: The Rehabilitation of the Tanzanian Port-
land Cement Company (Tanzania)  
Backcloth 

Tanzania is an East African country 
with a past as German and British 
colony. This colonial past has an 
important bearing on the economic and 
social structure of the country – and it 
is the root of many of the problems 
today’s Tanzanian government wrestles 
with.  
It is one of the poorest countries in the 
world. The GNP per capita is about 
$260 a year. Part of the colonial legacy 
is that the economy is heavily 
dependent on agriculture. Circa 85 per-
cent of the population are occupied in 
the agricultural sector of the economy. 
The majority are peasants, cultivating 
their homesteads with simple hand-
tools. The industrial sector employs less 
than 10 percent of the population. 
The period as a colony came to its end 
in 1961, when Tanzania (then 
Tanganyika) achieved independence. 
Tanzania had quite a lot of international 
goodwill after independence. It has also 
received substantial amounts of foreign 
aid in its attempts to develop during the 
entire post-colonial era. In the 1980ies, 
this foreign aid was the very basis 
for Tanzania’s efforts to develop. 
Tanzania grew increasingly aid 
dependent, and the lion share of its 
investments and import was – and 
still is – paid for through aid fi-
nancing. 
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The African socialism project.  
During its first years as independent country, Tanzania’s development strategy 
was based on a reliance on foreign capital’s interest in the investment opportuni-
ties offered. This strategy did, however, soon prove to be unrealistic. The ex-
pected development of the economy did not take place as planned, and a new 
development strategy was outlined in 1967. This was the African Socialism pro-
ject.  
The African Socialism project rested upon two main ideas: self-reliance and the 
fundamental importance of increasing the productivity in the agricultural sector. 
Self-reliance was the “leading star”, and agriculture the basis for the develop-
ment of the Tanzanian economy.  
Another core idea of this project was that the development efforts should rest on 
Tanzania’s cultural legacy as an African society, rather than on its past as a col-
ony. The Ujamaa village concept was central to the attempts to restructure the 
economy in the African Socialism era. It was based upon an image of the “tradi-
tional” African village as a social unit with a high degree of common ownership 
and unity29.  
The African Socialism project received much attention as a model for develop-
ment policies in other developing countries too. In retrospect it can however be 
concluded that it was a cul-de-sac in Tanzania’s development. Many problems 
contemporary Tanzania is struggling with have their roots in this project – to-
gether with a rapidly increasing population and major changes in the world 
economy.  

The base industry strategy 
The industrial sector was quite rudimentary at the time of independence, but it 
grew substantially in the decades that followed. Following the Arusha Declara-
tion in 1967, when the African Socialism project was launched, a development 
strategy for the industrial sector was designed. This was the Base Industry strat-
egy. The idea was that the industry should be developed to supply the home 
market in the first place – export was regarded as merely an extension of the ac-
tivities to supply the home market. Nationalising of the industry was another 
part of this strategy. The nationalising strategy was to gain control over industry 
through different Parastatals, i.e., holding companies that were partly or fully 
owned by the state.  

                                                 
29 This image of the “traditional African village” has been accused of being an idealis-
tic image only in the head of the anti-colonial struggle-leader – and not a valid repre-
sentation of the African village structure. 
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Structural imbalances 
Everything appeared to proceed as planned during the first years after the 
launching of the African Socialism project, but then problems began to emerge. 
Structural imbalances grew and productivity dropped in both agriculture and in-
dustry.  

The trade balance deficit 
One structural imbalance was the trade balance deficit. This balance began to 
show negative figures soon after the Arusha Declaration – for several reasons.  
For one thing, the value of Tanzanian export has shown a decreasing trend. One 
reason for this is the falling terms of trades for Tanzanian export products. An-
other reason is the falling productivity in the Tanzanian economy as a whole – 
and in the very important agricultural sector in particular: Tanzanian export 
revenues come to 85% from agricultural produces (The World Factbook 1994)30.  
At the same time as the value of the export fell, Tanzania’s dependence on im-
port grew. Tanzania used to be self-subsistent with food, but growth in popula-
tion – in particular the urban population – combined with decreasing agricultural 
productivity and draught periods in the mid-1970ies made a substantial import 
of food grains necessary.  
The oil crises in the beginning and end of the 1970ies were two other major 
blows on the Tanzanian economy. When the country started to invest in devel-
opment, it became dependent on an import of oil. In round figures, the value of 
the oil import amounts to about 30% of the total value of the import.  
The investments in the industrial sector, together with investments in the infra-
structure, also made an increased import of spare parts and intermediate raw ma-
terial necessary.  
It has been suggested that aid donors are partly responsible for the growing de-
pendency on import, since they have invested in industrial projects that depend 
on import of spare parts, oil and intermediate raw materials from abroad to be 
effective. It is also a common aid policy that the recipient country – Tanzania in 
this case – shall take over a project and pay for the costs of maintaining it in op-
eration after the investment period. Tanzania has not been able to do so, and this 
is suggested to be a major reason behind the decrease in productivity in the in-
dustrial sector.  

                                                 
30 It has been estimated that the falling productivity is the more important of these two 
reasons for the fall in value of Tanzanian export (Skarstein R and Wangwe S M, 
1986). 
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The state budget deficit 
Another major structural imbalance in the Tanzanian economy is the state 
budget deficit. The Tanzanian government h great ambitions to increase the well 
being of the Tanzanian people after independence – too great for the poor Tan-
zanian state as it turned out. Major investments were made in education system, 
health system, and in the infrastructure. The state revenues proved to be insuffi-
cient to cover the increased expenditures that followed. 
The state finances also suffered from the inefficiency of the parastatal compa-
nies. The parastatal companies were expected to contribute to the state finances 
– partly through the export. Instead, large amounts of the state finances had to be 
spent on covering the deficits of these companies. The falling productivity in 
both the agricultural and the industrial sectors of the economy was a major rea-
son for this negative situation. 
The periods of draught and a war against Uganda in the last part of the 1970ies 
further strained the state finances.  

The aid dependency 
The Tanzanian financial problems made the country increasingly dependent on 
foreign aid. A large part of the development investments has been paid for by 
foreign aid organisations, and so has a large part of the total Tanzanian import. 
Aid has filled the gap between value of export and value of import. In the begin-
ning of the 1970ies, the share of total import paid by foreign aid accounted for 
9.6%; at the end of the decade, the share was 34.6% (Havnevik 1993) 

The increasing inflation 
As a result of the state budget deficit, the inflation showed an increasing trend. 
From a relatively modest level of about 4 - 5% in the beginning of the 1970ies, 
it reached a level of about 20-30% in the 1980ies (ibid).  

The overvalued Tanzanian currency 
The financial system was nationalised as part of the African Socialism project. 
This made it possible for the Tanzanian government to set the exchange rate of 
the Tanzanian shilling. The level set proved to be much too high: the Tanzanian 
shilling was substantially overvalued. This made an export of Tanzanian com-
modities financially disqualified, with a decrease in export revenues as a conse-
quence. It also made import cheap, including a substantial black market. When 
import-export business was eventually liberalised, it also meant that Tanzanian 
manufactures met a heavy competition from abroad.  
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Rehabilitation projects became central to foreign aid 
A very low rate of capacity utilisation in the industrial sector – it is estimated 
that the installed capacity in industry was used only to about 30% in the 
mid1980ies (Drangert and Skarstein 1987) – made rehabilitation a core issue in 
foreign aid to Tanzania. It was regarded more effective – both by the Tanzanian 
government and the aid donating organisations – that financial resources were 
spent on rehabilitating the existing industries and other aid financed facilities, 
than to invest in new projects (Odén 1987). Import substitution was also part of 
that policy: the efficiency of investments already done was recognised to be 
hampered by Tanzania’s inability to pay for the import – for instance the import 
of necessary spare parts and intermediate inputs needed in the industry (ibid).  

The structural adjustment programme  
The Tanzanian government’s efforts to develop the economy was first met with 
great sympathy – not least from the Nordic countries, which contributed sub-
stantial development aid. But as the imbalances begun to emerge, the policies 
pursued received increasing criticism. The Tanzanian development policy began 
to be connected with failures. In the middle of the 1980ies, the structural imbal-
ances, combined with a pressure from aid donors that the Tanzanian government 
must do something to these imbalances, forced the government to redesign its 
policies. A structural adjustment programme was signed and endorsed by the 
International Monetary Fund together with the World Bank. Core elements of 
this programme were the liberalising of trade, the denationalising of the econ-
omy, a substantial devaluation of the Tanzanian shilling, and increased prices 
paid to the farmers/peasants for their produces.  
Much of this programme has been implemented – in particular the devaluation, 
the liberalising of the import-export trade, and an increase in prices paid for ag-
ricultural produces. A few parastatal companies have also been sold to private 
investors, but much remains to be done before the economy is denationalised: 
many Parastatals still remain public companies.  

The TPCC project 

The Tanzanian Portland Cement Company – TPCC for short – is a cement fac-
tory located to a place called Wazo Hill, about 25 km from the capital Dar es 
Salaam. It has an installed capacity of about 150.000 tpy, making it a medium 
size cement factory in Swedish terms. It has about 900 employees. This is far 
more than a corresponding Swedish factory would employ; according to an in-
terviewed Swedish manager, a Swedish factory with this capacity would have 
about 250 employees.  
It is a parastatal concern, belonging to the Tanzania Saruji Corporation – a hold-
ing company for construction material producing companies in Tanzania. The 



 368

plant was established as a German aid project in 1966. During an initial period, 
it was also managed by Germans, and then it functioned quite efficiently. But 
then followed two successive periods of Indian management, when reinvest-
ments were kept on a very low level – most of all due to the economic climate in 
Tanzania.  
In the beginning of the 1980ies, the factory was in a very bad shape due to the 
mis-management. It was at this point in time the Swedish aid agency – SIDA – 
contemplated a rehabilitation of the plant as an aid project. A Swedish manage-
ment consultancy firm in the cement industry – Scancem Ltd. – was hired to do 
a feasibility study. In this study, it was concluded that “everything was just bro-
ken down”, but also that there was a good potential in the factory. What were 
needed were substantial investments to make production processes effective 
again – and a management training programme to make a Tanzanian manage-
ment staff capable to maintain production effective. 
SIDA decided to finance the rehabilitation of the factory, and Scancem was con-
tracted to implement the rehabilitation project.  
The rehabilitation of the factory was originally planned to last for five years: 
from 1984 to 1989. But at the end of this period, it was decided to prolong the 
project another two years to 1991. And before this period was ended, a Joint 
Venture project was negotiated. The TPCC enterprise would pay for a team of 
Scancem top-managers who should manage the enterprise for yet a couple of 
years – or until the Tanzanians were capable to maintain production on a high 
level themselves. 

The investment programme 
When the Scancem management team took over responsibility, the factory was 
in a very bad shape. All three kilns – the heart of the production process – were 
in great need of rehabilitation, and all equipment was worn and old fashion.  
Large investments were made in the rehabilitation of the kilns, in computerisa-
tion of administration, in modernisation of quarry operations, in modernising of 
office and customer facilities, in quality control facilities, in raw material store, 
in garage facilities, in material store, in canteen and in a health clinic – and 
much more.  

The management training programme 
The prime method for the training of the Tanzanian management staff was the 
“counterpart system”. A team of Scancem managers was hired to manage the 
operations, and Tanzanian managers worked together with them, discussing 
management questions whenever they turned up in daily work.  
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In addition to this on-the-job training, several Tanzanian managers and other 
Tanzanian staff members were sent to different training courses in Tanzania and 
abroad – “with generally good results”. 

Phasing out and joint venture 
Phasing out was a core idea in the management-training programme. The 
Scancem management team was to be gradually reduced during a terminal pe-
riod of the project, when local managers were expected to have received suffi-
cient training to take over. 
This phasing out started at the end of the 1980ies, but it was also recognised at 
that time that the plans had been too optimistic. It was judged necessary to main-
tain a Scancem top management team for yet another period to make sure pro-
duction remained effective. The Tanzanian top management team was not be-
lieved to be capable enough to guarantee an effective production. 
This was the reason for the continuing of the project as a Joint Venture: in ex-
change for a share in the company, Scancem maintained a top management team 
with the company. Another part in the joint venture project is Swedfund – a 
Swedish organisation for the financing of projects in developing countries.  

On planning. 

When the interviewees were asked about the importance of forecasting and the 
difficulty of planning in the Tanzanian context, a dilemma was evident in their 
comments. For one thing, they regarded planning to be central to “proper” man-
agement. For another thing, they had experienced that a reliance on the planning 
approach is questionable in the Tanzania. 

“One must plan!” 
The planning imperative appeared to have a strong grip on the interviewed man-
agers’ image of managerial responsibility. In different ways, the interviewees 
contended that “one must plan”, or “it is important to plan” – event though they 
also had experienced that it was difficult to make reliable forecasts and plans in 
the Tanzanian context. Basically, planning was seen as a prerequisite for rational 
management: “one is making the goals clear, and one can consider how the 
things that occur are affecting my goals. So I think it is very important there 
too.” It was also contended that “a cement factory is a cement factory”, and that 
“one must have the same types of planning over there too – in theory at least.”  
The mere size of operations was another reason mentioned for the necessity to 
plan: “hundreds of millions are invested in the industry, and this one cannot do 
just on feeling and optimism. It has to be based upon something.” This may be 
regarded as part of the logic of industrialism mentioned by Kerr et al. (1960).  
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Planning must “go all the chain” 
It was experienced that a manager must spend more time on planning in Tanza-
nia than in Sweden. One reason for this was that the plans must be more de-
tailed, since there were many more steps in the planning. Things that can be 
taken-for-granted in he Swedish context must be scrutinised in Tanzania. 
The lack of a reliable and “industrialised” transport system was one reason men-
tioned for the greater necessity of planning in Tanzania. The factory manage-
ment had to check if there were proper transport facilities, if the road system 
was working etc. This was made evident by an example when a new traverse-
crane was purchased for the quarrel. “They said that it was no problem, it was 
just to transport it here. But when one starts investigating who can transport it 
there, one finds that nobody can. The question is how to solve this. Well, either 
one must construct some equipment to transport it with, or there may be some 
equipment that is lent to someone. In this case it turned out that Wade Adams 
had a big low loader that was lent to Zambia, but which was on its way back 
home at the moment. This we could use. So one has to start from the beginning. 
For instance considering the port facilities: are there cranes in the port which can 
lift it. That was the first problem. And it is to be transported on a road that’s full 
of potholes. Does it hold? We have to start with this and then go all the chain. – 
This you don’t do here. Here we just tell the suppliers that we want it to be de-
livered at this place, and then they fix it. This you cannot do there. So there are 
many more steps in the planning. One starts earlier.” 

The factory village conditions makes planning embrace more 
Planning also embraced more in Tanzania, since the enterprise was not the spe-
cialised production unit a corresponding factory in Sweden is. Rather it resem-
bled a traditional factory village at the time of industrialisation in Sweden. The 
factory included housing facilities for the employees, a canteen, health service, 
supply of food, bussing of employees, social activities etc. – “there were many 
such tasks which the old factory villages had”. It was a managerial responsibility 
also to plan for these “auxiliary” elements of the enterprise operations. 

You cannot just pick up the phone and have goods delivered promptly 
The delivery-times for spare-parts and for various other goods were experienced 
to be very long. This was mentioned as a major reason why forecasting and 
planning are even more important to the management of a factory in Tanzania 
than it is in Sweden. It was not possible to pick up the receiver if something was 
missing, and have things delivered promptly. Very often it was a matter of 
weeks, or even months, till goods ordered were eventually delivered. Hence, 
management must plan for replacements and needs in good time in order to 
make sure operations may proceed in a smooth and effective way. 
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One reason for the long delivery-times was the lack of local suppliers of indus-
trial goods – and in particular the lack of local suppliers, which could meet the 
needs of large, scale industrial enterprises. In general: large scale industrial pro-
duction like the TPCC enterprise is still very much an anomaly in the Tanzanian 
economy. When Tanzania achieved independence in 1961, the industrial sector 
could best be describes as rudimentary. During the decades that followed, the 
sector expanded, but it is still a very small element in the total economy: 85 % 
of the labour force is employed in the agricultural sector and only 5 % is em-
ployed in the industrial sector. As a result, no local network of local suppliers 
matching the needs of the industry has (yet) evolved, simply because there has 
not been any demand for it. Even the most elementary industrial goods had to be 
imported from abroad, and this implied long delivery-times.  
The long delivery-times were also suggested to be a matter the heavy bureauc-
racy connected with use of foreign currency. The trade balance deficit had made 
foreign currency a very scarce resource in Tanzania. The “over-ambitious” state 
policies – and not least the ambitions to improve and expand the infrastructure – 
also made the demand for this scarce resource extremely tough. As a conse-
quence, the government had imposed strict restrictions on import, and this re-
sulted in a heavy bureaucracy – and a demand for very detailed future planning.  
Part of the problem was that the TPCC plant is quite modern, relying on West-
ern technological solutions. This made it dependent on imported spare parts – 
and oil – to function efficiently. 
Management had to foresee all eventualities in detail to make sure that the plant 
was operated effectively and efficiently. “One must send a request to the sup-
plier and get a pro forma invoice from him – with prices and everything. And 
after having received this, one must have a permission to use the money on the 
account. Then the order may be placed – and nothing may be changed, one can-
not make any additions to it. “ 
Top TPCC management also spent a lot of time on negotiations and persuasion 
on a ministry and Central Bank level to make sure that sufficient financial re-
sources were made available for the necessary import. 
It was also mentioned that the problems would probably be even direr in the fu-
ture. Because the Scancem management had their ways of speeding up the de-
livery of imported goods: using Scancem’s own channels, and being supported 
by SIDA. The Tanzanians themselves, on the other hand, had to rely on the or-
dinary channels, “and this took a very long time. About six months”. 

A lack of capability makes detailed planning very important 
The lack of industrial experience and skills added to the need to plan in detail. A 
manager could not rely on his subordinates capabilities to perform work tasks, 
but had to give very precise directives. “You have to go into a more detailed 
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level since your subordinates normally have lower skills than what is the case in 
Sweden.” The problem was not so much a matter of basic education, because 
Tanzania has invested much in primary schooling after independence. The rate 
of literacy is also amongst the highest in Africa – 85% of the population is liter-
ate. Most of the employees could therefore read and write. In addition to this, it 
was remarked that the minority that remained illiterate had simple work task that 
did not require literacy. 
The problem was rather the lack of relevant industrial experience, “and this isn’t 
so strange, since there aren’t too many enterprises in the country where they 
could get it”. It was also a problem of lacking professional workers like welders, 
grinders, plumbers etc. There was no big need for such skills and qualifications 
in the economy as a whole, and as a result, no pool of professional workers with 
adequate industrial experience had evolved. The training provided in the school 
system was also accused of being too “theoretical”. A particular problem men-
tioned was the lack of computer knowledge. The Scancem management had in-
troduced computers as a means to facilitate the planning task. This was also 
suggested to provide the factory management with a comparative advantage in 
the negotiations for financial resources on a ministry level. But it also made the 
lack of computer professionals and computer experience with the local person-
nel evident. This lack was part of the African socialism legacy. The idea was 
that Tanzania should rely on its own, indigenous resources, and that computers 
were not necessary. As a consequence, the computer experience was lacking 
when the Scancem management team took over.  
A third type of capabilities lacking was the managerial capability. This lack was 
the very reason for the management-training element in the TPCC case in the 
first place, but it was also a recurring comment in the interviews. The problem 
was not a lack of personnel with higher training: there were, in fact, more aca-
demics employed in the TPCC factory than in a corresponding Swedish factory. 
Rather, it was the managerial experience that was lacking. The local manage-
ment staff did not have the frames of reference a manager acquires through prac-
tice. 

Aid organisations’ demands for figures and budgets added to the ne-
cessity to plan  

Part of the picture was that the TPCC factory belonged to the public sector in 
Tanzania. Central authorities and the Saruji concern management demanded a 
lot of forecasts, figures and plans from the enterprise management. This made 
planning and forecasting an inevitable part of management work: the TPCC 
management was obliged to spend a lot of time on such, externally requested 
plans and figures. 
Another external request for plans and figures that the factory management had 
to meet, was that from various aid organisations; “SIDA, OECD and United Na-
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tion-organisations, African Development Bank etc. – all of them request progno-
ses, including cash flow planning – to provide with money”. 
These “external” demands added to the “internal” demands for detailed plan-
ning, and made planning even more important and time consuming in Tanzania 
than in Sweden. 

The Tanzanian managers were experienced to lack the proper “feel-
ing” for planning 

Even though the Tanzanian managers spent a lot of time on compiling figures 
for forecasts and plans, it was also experienced that there was a fundamental dif-
ference in the attitude to planning. “There were lots of formal reports that should 
be compiled. The ministries request such reports. But this I do not consider to be 
meaningful planning. If one stresses meaningful planning, i.e. planning which is 
based upon valid assumptions, I think it is less than here.”  
The Tanzanians were experienced to lack the proper “feeling” for the impor-
tance of planning. This lack of “feeling” for proper forecasting and planning was 
a particular problem to the Scancem staff, since the management training pro-
gramme emphasised the introducing of “proper” planning and budgeting rou-
tines – i.e., up-to-date Swedish planning procedures. This was seen as central to 
the efforts to make the factory more effective. 
One aspect of the lack of “feeling” for the importance of forecasting and plan-
ning mentioned was that the local management did not try to foresee future 
needs for spare-parts and important inputs. “One goes on as long as possible. 
Then one checks if there are any spare parts. They may also lack fuel oil for a 
weekend. And oil is very important for a cement factory, since the kilns are 
heated with oil, and the kilns just have to be in operation day and night. So run-
ning out of oil is more-or-less a catastrophe.” The Scancem staff introduced sys-
tems for preventive maintenance, but this was an idea that was experienced to be 
quite strange to the local management staff. “They almost seemed to think there 
was something that mattered in our heads when we started to exchange parts 
which had not broken down. They used the parts till they broke down and then 
operations stopped.” 
Part of the picture was that the local management staff did not emphasise the 
“proper” follow-ups of budgets and plans made. “We started to introduce budg-
eting at Waso Hill. They said that there were no problems with the budgeting. 
They had made it for many years. They made a budget once a year but then they 
didn’t look at it again. They didn’t even look at the result. And then they used 
the budget to make another budget by adding 10%”, and “there was no follow 
up of the budget before our time – and in such a case, what is a budget? They 
had no feeling at all for this. It is the tradition that is lacking.” 
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The forecasts and plans compiled by the local management staff were suggested 
to be intended to satisfy the political instances and powerful persons in the au-
thorities in the first place – rather than to be a means for rational management of 
the factory operations. 

The great uncertainty makes the rationality of relying on forecasts and 
plans questionable 

At the same time as the interviewees wanted to declare that planning and fore-
casting are important anywhere, they also expressed the opinion that the uncer-
tainty was much bigger in the Tanzanian context than in Sweden – and that this 
was a reason to question the rationality to invest a lot of time and energy in 
plans. A number of contingencies were mentioned for this greater uncertainty. 

The lack of a reliable infrastructure 
The Tanzanian infrastructure is much less developed and reliable than in Swe-
den. Basically, this unreliability of the infrastructure can be derived from the 
anomaly of large-scale industrial production in the Tanzanian economy, but it 
was also a matter of a colonial inheritance, and a result of “over-ambitious” state 
policies. 
In Tanzania, the colonial forces had not been particularly interested in develop-
ing the domestic industry. Their main interest was to develop the export-oriented 
plantations and estates. The infrastructure was therefore primarily developed to 
match the needs of a self-subsistent agricultural sector.  
This was recognised to be a major hindrance to economic development. The 
new government, together with foreign aid donors therefore tried to improve 
roads and railroads – and the entire infrastructure. Yet it remained a constant 
source of problems. The very strained state budget added to the problem. The 
lack of financial resources made it impossible even to maintain the existing in-
frastructure. The state simply could not afford it. As a consequence, transports 
were often hindered because of road blockages, or because roads were simply 
not appropriate for the kind of transports to and from the enterprise. The climate 
in Tanzania added to the problem. Heavy deluges could make transports im-
possible for longer periods. “The roads may be in such bad condition that the 
cars cannot get trough. Trains don’t arrive because the railway brakes down or 
there may be deluges. – Sometimes it rains violently, and this makes it impossi-
ble to transport cement in sacs.” 
Another major infrastructure problem mentioned was the unreliability of the 
supply of power. There had been recurring and sudden stops in the production 
due to lack of power supply. This had a particular problem for a cement factory, 
since the kilns must be opened and the melt chopped out by hand if it colds 
down due to lack of power.  
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Yet another infrastructural source of problems mentioned was the unreliability 
of the supply of fresh water to the enterprise. 

The lack of punctuality and the unpredictable absence 
Another reason for uncertainty was the lack of “feeling” for punctuality. People 
arrived late for meetings and for job. Managers and employees alike were also 
experienced to stay away from work in quite an unpredictable way.  
The very low wages and salaries paid to state employees, and the resulting ur-
gent need for an additional income, was held to be a reason behind this lack of 
punctuality and for the unpredictable absence. The additional business de-
manded time, and was of higher priority, since “ordinary” payment was not suf-
ficient to live on. The additional income was also often much more important to 
employees and managers alike, and this made it of greater priority than the pay-
ment from “ordinary” employment.  
Another major reason mentioned was the importance of the family. The loyalty 
to the family overshadowed the loyalty to the enterprise, and different family 
events like funerals were of great importance in the Tanzanian social life. The 
family concept was also different – the number of close relatives was much 
higher in Tanzania than in Sweden, and this made the absence because of family 
events common.  
The lack of goods on the market added to the problems. The managers and em-
ployees alike could not turn to the nearest shop to buy whatever they needed for 
the household. Goods were supplied on the market in small quantities, and in an 
unreliable and unforeseen way. This made the search for it a very time con-
suming activity of high priority.  
The overmanning made ordinary employees’ absence of a less problem – apart 
from the demoralising consequences. The number of employees was much 
higher than in a contemporary Swedish cement factory of the same size. When-
ever a person with a key position was absent, however, the efficiency of opera-
tions was at risk. This was particularly problematic when a manager was absent: 
a common anxiety over decision-making made subordinates just sit and wait in-
stead of dealing with problems themselves. 

The dependency on the visible hand 
The ”visible hand” of the state authorities has a great say in economic matters in 
Tanzania. This was a source of much uncertainty. “The market is there all the 
time. But it is very depending on what the government decides. How much it 
decides to spend on the development of the country. So the forecasting implies 
looking for what the government decides.”  
The large state budget deficit, in combination with the central planning system, 
added both to the uncertainty of planning and to the dependence on central au-
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thorities. In particular it made decisions made by the Ministry of Industry and 
Central Bank of salient importance. The factory management did not know for 
sure that financial resources were available for necessary investments. “There 
were different kinds of money: there was local money, and there was money for 
purchase of spare-parts. This money had to be applied for in the Bank. It could 
take several weeks to receive the approval. And this was not controlled by the 
factory, but from a society perspective. It could be found more important to buy 
oil instead of spare-parts. So the factory management was, so to speak, a man-
agement within restrictions. They were dependent upon the Ministry of the In-
dustry and the Bank of Tanzania.” 
To reduce this uncertainty, the GM invested a lot of time on influencing and in-
forming people at the Ministries and in the Central Bank, negotiating for neces-
sary financial resources. He also “tried to influence them so prices could be set 
on a level which made them cover the costs.” 
The political situation added to the uncertainty: Tanzania at the end of the 
1980ies, and beginning of the 1990ies had grave economic problems, and it was 
a time for large political changes. A new development policy was introduced – 
but the old one still remained as a pattern in the background. A new government 
was installed to deal with the transformation of the economy into a more liberal 
one – but no one was certain what was going to happen, and what changes 
would occur.  

On decision-making in general 

The “perfect rationality model” is central to modern management knowledge. 
According to this model, the goal is made clear, information is gathered about 
the options available, and then the “best” option is chosen. The applicability of 
this model was questioned in various ways in the Tanzanian setting. 

The loyalty to the enterprise could be questioned 
Implicit in the perfect rationality ideal, is that the manager/decision-maker is an 
agent for the organisation’s owners/principals – there is a “Stewardship assump-
tion” implicit in the model. It is premised that decision-making in the name of 
the owners/principals and in their best interest. In the TPCC case, this implicit 
assumption was questioned in two different major ways:  
The need for an additional income was an ever-present threat to the rationality 
of decision-making. The low remuneration paid to state employees made man-
agers and employees alike urgently seek for opportunities to earn more, or to 
provide for themselves and their households in other ways. Often it was a matter 
of a homestead – a Shamba – that managers and other employees had beside or-
dinary work. A general trend remarked upon was that this Shamba was larger, 
the higher up in the management hierarchy the manager was.  
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Generally speaking, the Shamba was more important to the factory employees – 
including manages – than ordinary work. Hence, the Shamba had a higher prior-
ity than ordinary work too, meaning that the loyalty to the organisation and to 
the owners could be questioned. The manager was not the “”organisation man”” 
he or she is taken-for-granted to be in the perfect rationality model. It was also 
experienced that managers could use company property in their private busi-
nesses. 
The temptation to demand and accept bribes was also part of the picture. The 
low wages and salaries paid to state employees, and the urgent need for an addi-
tional income that followed, made corruption a more-or-less normal part of Tan-
zanian economic life (cf. also Bigsten and Julin, 1995). As expatriates with suf-
ficient payment to live on, the Scancem managers were anomalies in the socio-
economic context, and not much involved in the corruption affairs. The situation 
was quite different for the local managers, who are actually depending on extras 
to be able to survive and to provide for their families. 
The great importance of the family and the tribe was a second major reason to 
question the Stewardship assumption implicit in the Perfect Rationality model of 
business decision-making. The enterprise was an anomaly in the Tanzanian 
socio-economic context. It was in the bosom of the (enlarged) family and the 
tribe the Tanzanian employees – and managers – lived their “real” lives, and it 
was there they sought for affiliation and recognition. The TPCC plant came next 
to these institutions in importance.  
Nepotism is a normal and self-evident consequence of this anomaly of the enter-
prise in the social life of Tanzanians. It was, for instance, mentioned that a local 
manager was expected to prefer hiring tribe members rather than strangers to 
work in the organisation.  

“They lack knowledge and experience-data” 
An important prerequisite for the applicability of decision-making models based 
upon the Perfect Rationality model is that there exists a body of valid and reli-
able information to gather and assess. This prerequisite was questioned in the 
Tanzanian case. Information for planning and decision-making was experienced 
to be rather unreliable (cf. also Brodén, 1983, Andersson, 1987, and Ekengren & 
Carlsgård, 1994). According to the model, a manager shall gather as much in-
formation about options available as possible, and than assess this information 
and choose the options that is “best” considering the goals.  
A lot of decision-making information has been compiled and continuously as-
sessed over the years in an “old” industrialised society like Sweden. This makes 
decision-making models based upon the Perfect Rationality model quite worka-
ble. There has been a demand for decision-making relevant information, thus 
there has evolved a supply of such information too. But no so in a developing 
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country like Tanzania. Modern large-scale industrial production is an anomaly, 
and there has not been the same need for relevant information. This means that 
emotions and gut feeling are quite important in decision-making. “I think there 
are more emotions in the decision-making. They lack knowledge and experi-
ence-data. And one knows that the prognoses are defective. So I think one is re-
lying very much on emotions.”  
The state planning system added to the problem. It resulted in a general unreli-
ability of information used for planning on a factory level. Figures and informa-
tion was received from above – and the quality of this information was ques-
tioned. One reason for this is that plans compiled by central authorities in a de-
veloping country tend to reflect intentions and wishes – and the result is inevita-
ble a high degree of unreliability.  
Part of the problem was that Tanzanian managers were not used to making fol-
low-ups. This was a recurring comment in the interviews. Such follow-ups are 
crucial to the development of a reliable and relevant body of information for 
managerial decision-making – and a lack of follow-ups result in a general unre-
liability. The budgeting practice pursued prior to the Scancem period was sug-
gested to be to compile budgets and plans – which were delivered to authorities 
higher up and then more-or-less forgotten. The activities proceeded in a day-to-
day manner. 

“They often jump into conclusions” 
It was remarked that the local managers did not make decisions in a very sys-
tematic way. They were experienced to be more impulsive and “often jump into 
conclusions”.  
One reason for this was suggested to be the lack of managerial experience. Such 
experience provides frames of references for the judgement of business propos-
als and opportunities, and if this frame of reference is lacking, decision-making 
becomes “emotional” and a matter of intuition. It was, for instance, mentioned 
that a Tanzanian manager had become very excited by the idea of extending the 
production of window glass by producing windshields for cars. “He was very 
hot on the idea, and I think that if he had mentioned this to the board, they 
would very well have decided to do so. He did not realise that there are thou-
sands of different types – each of them produced in a small number. He was in-
stantly fascinated by the thought.” 

“The anxiety over decision-making permeates all levels”.  
A recurring remark in the interviews was that there was a general anxiety over 
decision-making that was fundamental to organisational decision-making. It 
“permeates all levels. It is difficult for them to make decisions themselves. Here 
it is the opposite situation.” One result of the responsibility avoidance was that 
“it was a lot of calling people in the middle of the night to make them decide 
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etc.” It was also experienced to be quite irrational from an efficiency point of 
view since it could mean that necessary precautions were not taken, or were de-
layed. For instance, it was mentioned that it was a problem in the night shifts: 
the Tanzanian shift masters were formally in charge of operations, but they did 
not dare make necessary decisions. If something went wrong, they waited till a 
superior manager arrived in the morning and decided what was to be done.  
Considering the reasons for this anxiety over decision-making, it was suggested 
that a major reason might be that someone who made a mistake in Tanzania run 
a much bigger risk than someone who make a mistake in Sweden. 

On motivating and incentives 

The Maslowian message is central to motivating efforts and attempts to evoke 
loyalty and involvement with employees in an organisation. The general idea is 
that material rewards are not enough – the need for belongingness/affiliation, 
and the need for recognition and a challenging job are believed to be very strong 
motivating forces that must be accounted for by management.  

Material rewards are of central importance in Tanzania 
According to the Maslowian argumentation, Western workers have their “lower 
level” needs sufficiently satisfied. Hence, “higher level” needs are the strong 
motivators. This may also very well be the case in a society like Sweden, where 
people in general can live on the salaries/wages received from work. But in the 
TPCC case, the remuneration received from ordinary work was far from suffi-
cient to pay for the employees’ cost of living. “Their ordinary payment is so low 
that they just cannot live on it. They have to earn at least three times as much as 
that to be able to provide for their family – to make sure they may live on a 
minimum standard.”  
The low remuneration made every material reward of greatest importance. This 
was the very platform for all motivating efforts. Behind the low remuneration-
problem was the fact that the TPCC enterprise is a parastatal organisation. 
Wages and salaries are paid according to a remuneration scheme decided upon 
by a central governmental committee: the Standing Committee of Parastatal Or-
ganisations (SCOPO), and the remuneration paid according to this scheme were 
very low – and continually decreasing. 
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Figure 35: The development of real wage/salary in Tanzania 1971-82 

  Source: Skarstein and Wangwe, 1986 

The main reason why the salaries were so low was the state budget deficit. 
There was a general lack of financial resources to pay for the state’s outlays and 
investments. There were also quite a lot of state employees due to the govern-

ment’s ambitions to improve the education system, the health system etc. The 
African Socialism project had also resulted in a large cadre of state bureaucrats 
who had to be paid salaries.  

”What they don’t get from the factory they have to get elsewhere” 
It has been estimated that the minimum wage paid to a state employee covered 
only about 17% of the cost for food for a household of four persons at the end of 
the 1980ies (Havnevik 1993). Hence, managers and employees alike were in 
urgent need for additions to the incomes received from “ordinary” work. This 
was the reason for many managerial problems.  
A common way to add to the low remuneration from ordinary work was to have 
a homestead. Most employees did, in fact, have a small homestead where they 
grew some crops, had some domestic animals etc. It could also be a matter of 
quite big farms, run for profit purposes: a general tendency was that the higher 
the position in the organisation, the larger the farm was. Another common way 
to add to the low remuneration received from ordinary work was to trade with 
various goods. The scarcity of all kinds of goods on the official market that fol-
lowed from the general lack of foreign currency and the import restrictions im-
posed by the state led to an extensive black market. On this market, goods from 
the homestead were traded with, but sometimes one also traded with stolen 
property from the enterprise.  
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The urgent need for an additional income also made the employees and manag-
ers alike inclined to have some kind of private business beside “ordinary work”. 
It could be a matter of transport companies etc. Sometimes, the private business 
was undertaken with enterprise property – one seized the opportunity. Some 
employees had two full time occupations, i.e. wages from two jobs. An asbestos 
factory in the vicinity of the cement factory was mentioned in particular as a 
place where TPCC employees could have an extra job.  

Corruption was part of daily life 
The corruption was experienced to be much more common in Tanzania. It was 
suggested to be a normal part of daily life in the Tanzanian economy. A major 
reason for this was the low remuneration from ordinary work: people were sim-
ply forced to earn some additional income, and corruption was a more-or-less 
accepted way to do so.  

Enterprise management tried to circumvent SCOPO-regulations.  
When the TPCC project commenced, it was soon recognised that the efficiency 
of the operations was suffering because the employees lacked food – and be-
cause the loyalty to the enterprise was low. Therefore it was also soon decided 
that the factory should provide the employees with a meal a day and with tea 
and bread. A canteen for the workers was erected, where the employees could 
eat. Later, a canteen for the management staff and for experts and visitors was 
also erected. 
The TPCC management had small opportunities to work with ordinary remu-
neration as a means to induce loyalty and motivation with the employees. It was 
tied up by the state remuneration scheme – the SCOPO scheme. This was 
quickly realised to be an efficiency problem by the Scancem management, since 
“What they don’t get from the factory they have to get elsewhere”, and “(T)hey 
have to spend very much of their time on finding ways of earning enough money 
for them and their family. They know they cannot earn enough by working at 
Twiga Cement. This only gives them part of what’s needed. They have to find 
out how to earn the rest.” To improve the situation, the Scancem management 
tried to circumvent the SCOPO-regulations in different ways. “I also know that 
he has tried different methods to circumvent the SCOPO-regulations. What he 
spent much time on was to improve the canteen, the health care and the trans-
ports.” It also tried to increase the monetary rewards, even if this was not 
permitted. “We try to pay them more. The cost of various fringe benefits is 
much higher than the cost of wages and salaries. And we try to give them bonus 
– which is illegal. The labour-costs are very low: five to six percentages of the 
total costs. So we could increase the wages as much as we wish – if we were 
allowed to, but we aren’t allowed to do this. Still: we do, of course, try to go 
around this and motivate with money.” One way to circumvent the SCOPO 
regulations was to let the employees buy a quota of cement that could be resold 
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was to let the employees buy a quota of cement that could be resold by the em-
ployees on the market. “They are allowed to buy “employees’ cement”, i.e. they 
are allowed to buy some tons of cement per year, and this cement is more-or-
less sold before it has left the factory. – With a certain profit.” 
On a workshop level, scrap, waste etc. were used as bonuses for a good work. 
This was suggested to be a very effective way to elicit work motivation, because 
“they want everything. So everything can be used to give them material rewards. 
If I have two gadgets and sixty men, I give the gadgets to the two men who have 
earned them best. Then the rest wonder why they didn’t get them, and some may 
even ask. Then I tell them that they didn’t perform as good. If they work better 
and faster they will get something the next time. This made them motivated, be-
cause there were some rewards. – And in this way they learned to plan their 
work too.” 

“What is most important to them is the family” 
The importance of the family and the tribe was experienced to have a permeat-
ing impact on social and organisational life in Tanzania. This was also consid-
ered to be something quite self-evident in a developing country like Tanzania, 
where the state cannot offer the individual security if he is injured etc. Basically, 
this meant that it was the relatives who provided the social security when nee-
ded. It also meant that the employee was not the “”organisation man”” an em-
ployee is taken-for-granted to be in Sweden. He or she was expected to take care 
of their brothers and sisters – and of their fellow tribesmen – in the first place. 
The loyalty to the organisation ranked low in importance. “What is most impor-
tant to them is the family. Then comes the tribe and then, more vaguely, the 
country and the enterprise. One must also recognise that the country has no re-
sources to take care of the individual. Here, we have all these social security 
which take care of us; they have to rely upon the family and the tribe.”  
Part of the picture was that “everyone, without exception, had a relative on some 
other department, in some position”. This made the family relations an impor-
tant part of work relations too. It was also experienced that the family-concept 
itself was different from what the Swedish managers were used to. It was not the 
small nuclear family, with father, mother and a couple of children. Rather, it was 
experienced that “their image of brothers and sisters isn’t the same as we have. 
They have brothers and sisters everywhere.” 
The great importance of the family and the tribe in Tanzanian social life made 
an element of nepotism natural. Within the organisation, this meant that every-
one with a position was expected to use this to take care of his or her relatives. 
For instance when people were employed. “A Tanzanian will employ someone 
from his own tribe in the first hand. This is very important. The tribe could be 
more important than qualifications.” 
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Another aspect/consequence of the importance of kinship relations was that 
there was a certain tribe antagonism. People from different tribes did not work 
well together, and did not easily establish a joint “we-feeling”. This had some 
managerial consequences. In particular, the manager had to have a “feeling” for 
what tribe members could co-operate smoothly with other tribe members – or 
else the antagonism might affect the efficiency of activities. 
A third consequence of the importance of the family and the tribe mentioned, 
was the absence from work because of family reasons. It was experienced that 
employees could just leave whatever he/she was doing to go home if something 
happened at home. This could have grave consequences, especially if a person 
who left had a key position in organisational activities. “It happened that people 
just went home. Someone back home was ill or they had some other reason for 
leaving. And nobody cared about their tasks. And everything just broke down.”  
Another thing remarked upon was the number of funerals the employees at-
tended. The funerals were experienced to be very important social events in the 
Tanzanian social life. It was obligatory to participate in the funerals of relatives, 
and this resulted in a significant absence from work. “And people die. The mor-
tality is very high in these countries. And as soon as someone dies, they have to 
go to the funeral. They are also living in extended families, which means that 
there are more deaths in the family. So they are often away from work for this 
reason.” 
The lack of loyalty to the organisation bothered the Scancem management team. 
It also tried to improve the situation by inducing a sense of corps d’ esprit with 
the employees in different ways – and in particularly by investing in various so-
cial activities, like a social club, sports activities etc.  

On the appropriate management style 

The benefits of a democratic management style, including emphasis on partici-
pation and a far-reaching delegation, are premised to be central to modern man-
agement knowledge. The appropriateness of such a delegative and participative 
management style in the Tanzanian socio-economic context was questioned in 
various ways in the interviews. 

The image of authority is different 
The Tanzanian management style was experienced to be quite authoritarian. It 
was remarked that a manager “could just send a note in the morning that every-
body should do some overtime in the evening. So it was quite a different man-
agement style.” This more authoritarian management style was also experienced 
to be an aspect of a more general image of authority. “It is much more authori-
tarian compared to what’s the case in Sweden. But if you compare with the 
normal standard in the country, there is a much more authoritarian organisation 
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from the beginning.” It was also experienced that the manager was, in fact, ex-
pected to be more authoritarian in his behaviour – he/she was expected to know 
“best”. “I think he is expected to tell how things shall be to a greater extent. He 
is expected to tell what is going to happen and why. The men on the floor are 
expecting the boss to be able to tell what is to be done.” In their relations with 
superiors, the subordinates also showed a very “low profile”. they did not dis-
cuss much with their superiors, but treated them with much obedience and ser-
vility.  
Part of the image of the management style was that the employees in the TPCC 
plant appeared to have an anxiety over decision-making. Employees on all levels 
in the organisation did not want to stick their chins out by making decisions. 
Rather, they preferred that their superiors made the decisions – even tough they 
also appeared to know what to do themselves. “It is because they don’t want to 
make the decisions themselves. Because they know what is to be done – at least 
the men I had. They knew what the job was about. We were discussing, but in 
the end it was I who was expected to make the decision – stating that we should 
do it in a certain way.” Thus, there is a force from below that the superior shall 
behave in a directive and authoritarian way. 
The authoritarian management style was also suggested to result in a vicious cir-
cle. “They are afraid of responsibility. Because they haven’t taken any responsi-
bility before – as a consequence of the authoritarian management-style.” 

“They may consider something else more important”  
Another part of the authoritarian management style-syndrome was that a man-
ager must be much more supervising and controlling. One reason for this was 
the general lack of industrial experience. The manager had to explain more, and 
more in detail, what the subordinates should do, and the manager must con-
stantly check that everything is working all right. The lack of industrial tradition 
was also mentioned as a reason for constant surveillance and control. “You 
don’t trust the men to do what you tell them. If you make an agreement with a 
mechanic in Sweden that he is to do a certain thing, he does that – to the best of 
his ability. But down there they may mend things so they work for the moment. 
With a piece of string etc. – It is difficult to make them understand the impor-
tance of making a thorough job.” 
For another thing, the low wages and salaries, and the resulting urgent need for 
an additional income meant “if you want something to be done in a short time, 
you have to check that they are actually doing what they are expected to do. 
They may consider something else more important. – They are involved in so 
many things beside the ordinary job. You have to make sure they are really do-
ing what you want them to do.” 
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The importance of the Shamba was a recurring theme in the interviews, but the 
employees and managers also tended to different private businesses beside work 
to earn an additional income. “It is the Shamba or their private business. This 
they think is more important. It is their way of earning money. – They must, of 
course, attend to their job in such a way that they don’t loose the possibilities of 
transport etc. But it is a matter of priority to them.” 

“You must be much more socially involved” 
Part of the image of the manager in Tanzania, was also that he was not the “pro-
fessional among professionals” he/she is in Sweden. The factory is not the same 
very specialised production unit it is in Sweden. Rather, it is a small society in 
itself – an Industrial Village or factory village. The manger is very much the 
head of this society, instead of a manager with responsibility just for production 
processes. This endows him/her with much more social responsibility and status 
than a contemporary manager peer in Sweden has: the role of the manager is re-
sembled with that of the squire of the Factory village 
One part of his/her responsibilities as a squire was to provide the employees 
with food – both so that they could survive, but also so that efficiency of opera-
tions could be supported. “To be able to reach a good result, the workers had to 
have food”. An important element in the incentive scheme introduced by the 
SCANCEM management was to “circumvent” the SCOPO regulations by pro-
viding “fringe benefits” of various kinds. “When nothing could be done to in-
crease the wages and salaries, he (the GM) could improve their standard by pro-
viding with bulbs etc. – The canteen at the factory was previously in very bad 
condition, now it was improved. And the hospital was improved too. And the 
workers were provided with working cloths – because before they had shorts 
and bare feet. Now they were provided with overalls and shoes and hard hats. 
And there was an ambulance. And a social club including a soccer team and dart 
team. – In this way we could do something to improve their conditions. And I 
think it was appreciated.” 
In all: like the squire of the factory village, the manager of the TPCC factory is 
much involved in the subordinates’ social life in general. His role was also 
wider. It was not confined to the management role behind factory gates. “You 
must be much more socially involved. You must hand over prizes in the club’s 
sport contests and you must be present at inaugurations. – They like such breaks 
in the daily life. – So you must be present at such occasions much more. The 
arrangement gets more weight if you are present. 

“But managers don’t mingle with the subordinates” 
But even though the manager was very much involved in the social life of the 
subordinates, there was still quite a distance. The manager did not mingle with 
the subordinates. The difference in social status was quite evident. Managers 
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were treated in a very respectful and servile way. And the relations between the 
managers and their subordinates were very formal. 

The white collar syndrome 
Part of the picture of Tanzanian image of authority was the formalism and the 
great status given to white collar work. Anyone who had a white-collar job was 
considered – and considered him/herself – too “fine” to do anything practical. 
He/she saw his task to supervise and decide – not to get involved in more mun-
dane activities. There was a great distance between managers and employees – 
and this implied an authoritarian management style.  
It has also been remarked that formal merits are more important than “real” 
qualifications for remuneration paid – and that this is a de-motivating factor for 
those who have no academic degree. According to the Swedish point of view, it 
is a rewarding of the wrong qualifications.  

The lack of capabilities made a directive management style inevitable 
The rationality of the delegative management style rests upon the tacit assump-
tion that subordinates know what to do – that they are capable to perform the 
work tasks delegated to them. This assumption was questioned in the TPCC 
case. Basically, it was a matter of lack of industrial capabilities and experience 
with the subordinates. This made a more directive and authoritative management 
style more-or-less inevitable to guarantee the efficiency of operations. 

The great need for an additional income made a controlling manage-
ment style inevitable 

The rationality of the delegative management style also rests upon the tacit as-
sumption that subordinates are loyal to the organisation and do not misuse the 
discretion delegated to them. There were reasons to question this tacit assump-
tion in the TPCC case. Most important because the need for an additional in-
come was so urgent that the employees were not expected to be very loyal to the 
organisation, but to be able to take “French leaves” or otherwise part from work 
whenever a possibility occurred. This called for more surveillance and control-
ling – a more authoritarian management style.  

On marketing 

The market orientation imperative is premised to be central to the Swedish man-
agers image of environmental relations. This imperative reflects the necessity 
for an enterprise to attract customers or clients in a market context – customers 
or clients who are willing to pay for the products or services the enterprise is 
offering. The profitability and survival of the enterprise hinges on its attractive-
ness to these customers or clients. This imperative can also be premised to be a 



 387

normative message that “works and fits” in the Swedish context, since the econ-
omy is a market economy.  
In the TPCC case, though, the appropriateness of the market orientation impera-
tive was questioned in various ways:  

It was a seller’s market for cement 
The relations with the customers were not so important to manage in a proper 
way. Because it was a seller’s market for cement in Tanzania. The customers 
were lining up to purchase all what the factory could produce. “It is a bit pecu-
liar with cement: the customers just tear it from your hands. Cement has always 
been a scarce commodity.” 

It was quite a different thing on the world market 
The great demand for cement in Tanzania meant that the TPCC factory could 
sell all its production on the domestic market – if this had been the policy. It 
was, however, in the plans for the rehabilitation project that part of the produc-
tion should be exported. The prime reason for this was to acquire foreign cur-
rency – both to be able to finance the necessary import of spare-parts, consum-
ables etc., and to contribute to the state finances in a more general sense.  
This export ambition proved to be difficult to carry out – at least it was a prob-
lem to export cement with a profit. A major reason for this was the artificially 
set exchange rate for Tanzanian currency. This made the terms of trade for the 
cement on the export market suffer.  

The most important environmental relations to manage were those 
with the central authorities 

Most of the important variables in TPCC management were decided upon on a 
“higher level”: the price of cement, the wages and salaries, the price of various 
other inputs etc. Relations and negotiations with state officials were therefore of 
outstanding importance to the management of the enterprise. The TPCC man-
agement also spent a lot of time on relations with personnel on ministry level – 
and with representatives of the Tanzanian Central Bank to assure that financial 
resources were allocated to the factory for investment and procurement of spare-
parts. “Decisions could be made which were quite irrational from a factory per-
spective, resulting in that no cement could be produced. – I think it is very im-
portant that the General Manager very early informs about the needs.” 
The scarcity of foreign currency, and the harsh competition for this currency 
was a constant threat to the efficiency of operations – and a crucial managerial 
problem. “When things are to be purchased, the money shall be available. ... Or 
else, there might emerge this attitude that it doesn’t matter anyhow. One must 
break this spiral.” The TPCC General Manager invested a lot of his time and 
efforts in negotiations and information on Ministry levels to make sure that cur-
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rency was allocated for factory needs. It was remarked that the General Manager 
could work for several months to acquire the money.  

The “personalised” market relations 
The “personalised” feature of market relations was a recurring theme in the in-
terviews. This meant that a great deal of the manager’s time had to be devoted to 
meetings with personnel on ministries, with suppliers etc. 
It was, for instance, remarked that the phone was not as useful as in Sweden. 
One could not just pick up the phone and call a supplier, an official in a ministry 
etc., because nothing happened if one did. Written requests also had proven to 
be of little use. The face-to-face contact was experienced to be necessary to 
make things happen. “In Sweden one deals with many things through a tele-
phone call. But this you cannot do in Tanzania. You must meet people face-to-
face if things shall work. – I was arguing with them in the beginning: why they 
didn’t just lift the receiver and talked to people. But it was soon obvious that this 
wasn’t the way it worked in this country. One had to turn up in person. Perhaps 
chase people or spend time waiting for them to have things made. And this takes 
long time. – One has to engage personally in matters.” 
Another aspect of the “personalising” of business relations that was mentioned 
was that there was but a small elite in the country. People on different positions 
in the society and in different organisations know one another quite well. They 
have gone in the same schools, belong to the same tribe – and have common 
work experiences. “And I think the personal relations are incredibly much more 
important. One must remember that all the managers of the different organisa-
tions know one another: they may have gone in the same schools, and many of 
them come from the same tribe, and they have been transferred from one organi-
sation to another. Hence, they know one another pretty well. So I think the per-
sonal relations mean very much here when they want something to be done.” 
A third reason for the personalising of business relations mentioned was that it 
was a way to avoid expensive bribing. Bribing was a very common element in 
the Tanzanian business game and in the relations with authorities. But if some-
one had a relative on an important position, this reduced the need for bribes. 

The importance of parties and social clubs 
Parties were important events in the Tanzanian economy. It was in different par-
ties the manager got in touch with and established connections with various eco-
nomic actors. “In the parties you meet bank people and people from other aid 
organisations. We applied for some money from the US-aid. … And the Tanza-
nian state sold the cars to private companies. And EEC and the World Bank 
have several different organisations providing aid money. You have to find these 
too, and this you do in the parties arranged by the aid organisations, the minis-
tries etc. “ The managers in the top of the enterprise spend a lot of time visiting 
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parties at ministries etc. And the factory management itself invited different per-
sons and delegations to visit the factory. And dinners and parties were self-
evident ingredients of these visits at the factory. 
Social clubs were other important arenas for business meetings in the Tanzanian 
economy. “It is important to maintain a network of social contacts to find out 
what can be purchased and where. And also to find out what exists in the coun-
try. Both for your personal use and for the enterprise: what can be purchased etc. 
Newspapers and advertisement are limited. You have to search for the suppliers 
and workmen yourself. You haven’t got the same system of advertisement and 
public relation that exists in Europe. You find out about these things in the 
clubs: the boat-club, the tennis-club etc. There you meet other persons involved 
in industry and trade. That’s where one receives the major part of information 
about these things. I think it was among the most difficult things to find out 
where to get the things you wanted. It was quite a large town. And especially to 
find serious enterprises. All enterprises aren’t serious. Often you have no tele-
phone catalogue. And if you have one, you don’t know if the information in it is 
obsolete.” 

The bureaucracy also demanded much managerial attention 
Bureaucracy is an inevitable part of any state. But it may be more or less power-
ful an inert – more or less “bureaucratic”. In the liberal state doctrine, the bu-
reaucracy is an impartial, smooth operating machine, serving the actors on the 
market scene, and maintaining rules and regulations imposed from above. The 
management of an enterprise must not spend much time and energy on main-
taining good relations with the bureaucrats. It is part of the game that relations 
are very impartial and anonymous.  
The situation was quite different in Tanzania. It was a matter of a powerful – 
and inert – bureaucracy that demanded much attention. Partly it was quite time-
consuming, since “everything was more enduring. The officials were never in 
their offices, but you had to find out where they were. – ‘He is usually in that 
place this time of the day. Try there!’ And if one asked when he was expected to 
be in, they often responded ‘any time from now’ – it could be today, or it could 
be next week.”  
A major reason for the difficulty of getting into touch with the bureaucrats was 
suggested to be the low salaries these received: the bureaucrats could not afford 
to devote themselves to their bureaucratic obligations but had to earn an extra 
income in some way. “They had something called the Revenue Office, dealing 
with taxes, customs etc. You have to get stamps from people there. But the men 
with the important positions there have a lot of affairs beside their job. They ha-
ven’t got time to spend many hours in the office every day. They are out trying 
to get money to manage this month too. There is some subordinate in the office, 
but he has no right to sign papers etc.” 
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The necessity to maintain good personal relations with bureaucrats in the Cus-
toms was mentioned in particular. “Back here, if you want to import something, 
you just send a form to the Customs, and the they fix their internal business 
themselves. But if you wanted something out of the Customs in Tanzania, there 
might be seven persons within the Customs who should sign the papers. And 
you had to make sure they did so by yourself!” Maintaining good relations with 
Customs officials was particularly important since the enterprise was very im-
portant dependent. Essential and urgent deliveries of inputs and spare-parts 
could be standing unattended in the port for a long time if thins were not dealt 
with in a “correct”, i.e., personalised, way.  

Corruption was part of daily life in Tanzania 
Another important element in the Tanzanian economic life was corruption. It 
was part of “normal” business relations. “Systematic corruption exists on all 
levels.”  
The major reason was suggested to be the general poverty and – in particular – 
the urgent need for an additional income that followed from the low wages and 
salaries paid to state employees. “It is much more common. First of all because 
of the low wages and salaries. They simply must have more. And corruption is 
one way of earning enough money to pay for the food. So of course there is 
more corruption, there is no doubt about that.” 
The corruption in the customs was mentioned in particular. The customs bu-
reaucracy could work very slowly, but a bribe paid could speed up things quite a 
lot. “And there is no doubt that a fridge to the manager of customs made it much 
more simple to get a container through the customs.” 
It was also experience that work in the port could be very slow – and that a lack 
of “proper contributions” could be a reason for this. “We had one man who 
managed this transport division, and he was also responsible for many transports 
to and from the port. And one must realise that if the cranes were suddenly 
without electricity, the crane operator just had to be provided with a sum of 
money. – I guess everybody realises this down there.” 
A way of facilitating business with the authorities that was practised by the en-
terprise management was to provide them with cement – “This is called com-
plementary cement”. This was also used in relations with management of other 
organisations.  

“Corruption can be used by some in the enterprise” 
The great demand for cement made the existence of corruption a constant inter-
nal problem – and a reason for close surveillance. The factory management had 
taken steps to prevent this corruption – primarily by firing people who had de-
manded bribes. The urgent need for an additional income, combined with the 
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great demand for cement, proved to be a very tempting mixture, however. “We 
have had a problem with the market organisation. The customers have had to 
pay to be admitted to buy cement. So the relations to the customers have been 
rather bad. We are trying to change this. We have fired a lot of people. And then 
hired new people – who have been fired in their turn and yet new ones hired.”  
The temptation to take bribes was a problem also on a management level. “Cor-
ruption can be used by some in the enterprise, not of all. There are two typical 
categories: those who sell and the purchasers – and then there are of course 
those in the management, who can influence sales and purchases – It is these 
categories. When there was a lack of cement in the country one could under-
stand that they earn a lot of money. When things were purchased, one was pretty 
sure they were ten to twenty percents more expensive. It was just the way it 
was.” 

On the enterprise concept  

Specialising is a core concept in the liberal image of efficiency. This also in-
cludes enterprises. The single enterprise is believed to enhance its efficiency by 
concentrating on a few core tasks or products. Such an efficiency through spe-
cialisation approach may also “work and fit” in the Swedish economic context. 
But the approach was questioned in various ways in the Tanzanian economical-
political context.  

There were no firms to delegate tasks to  
For one thing, the efficiency through specialisation approach rests upon the 
premise that it is possible to delegate many “auxiliary” functions to other firms 
to care for. I.e., there is an implicit assumption that there exists a multitude of 
other specialised firms in the business environment. This was, however, not the 
case in the Tanzanian context. There were not many specialised firms in the en-
vironment to delegate tasks to. The enterprise had to cope with these tasks itself. 
This made the TPCC factory embrace many functions that a contemporary 
Swedish cement factory of the same size is leaving to others to deal with. The 
TPCC factory resembled the traditional factory village at the time of the Indus-
trial Revolution in Sweden, rather than a contemporary Swedish cement factory. 
“It is a typical industrial village. It was just 20-25 kilometres from Dar es Sa-
laam, still housing, roads, illumination, nursery, church and everything in the 
society belonged to the factory.” 

The infrastructure demanded constant attention 
The lack of a reliable and “industrialised” road system was also mentioned as a 
managerial problem. The road system in Tanzania was in a very bad condition, 
partly because it was not designed to meet the needs of modern, large-scale in-
dustrial production, and partly because of the lack of financial resources to 
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maintain the system that did exist. This made it necessary for the factory man-
agement to engage in the maintenance of roads – or else the distribution of the 
cement would be obstructed. “For instance, a bridge crumbled down during the 
rain-season outside Dar es Salaam. We had to go there to build a road beside the 
bridge, or we wouldn’t have been able to distribute any cement. – It’s a matter 
of bureaucracy, and the lack of money to repair things, and no machines etc. It 
would take a year before the issue has passed all instances up to the government 
and back again. But for us it was the only way to distribute the cement. So we 
had to fix it.” 
It was also remarked that the GM spent quite a lot of time on negotiations with 
the authorities to make these keep the roads leading to the factory in decent con-
dition. 

The responsibility for the employees was wider than it is in Sweden 
Another reason why the factory resembled a factory village was that the em-
ployees were so dependent on the factory. The factory took care of the employ-
ees from the “cradle to the grave”. The enterprise was running a hospital for the 
employees and their families, a canteen where the employees could eat, a truck 
shop, and a nursery. It also if arranged for recreation opportunities after work, 
such as a social club and a soccer team. It even had a church. 
The factory provided some of the employees with housing. This added to the 
image of the factory as a factory village. The reason was the lousy communica-
tions. This made it an interest of the enterprise management to provide housing 
in the vicinity of the factory for key employees. “The communications in the 
country are bad and it is important to have the personnel close to the work 
place”. 
The majority of the employees did, however, live in Dar es Salaam – 25 kilome-
tres from the factory. The factory arranged for the transport of these employees 
to and from the factory site – or else the employees could not be expected to ar-
rive at work in time for their shifts. 

The image of the enterprise was different 
It was experienced that the image of (a large-scale) enterprise was different in 
Tanzania than in Sweden – something that had been a matter of dispute. “In this 
country (Tanzania) it is expected that the enterprise takes care of its employees. 
Schools, houses and transports etc. And the managers are provided with cars. – 
The enterprise is expected either to run a canteen or to give food allowances. 
There shall be a certain amount of health care. Transports to and from work 
shall be arranged etc. It is a bit like it was in Malmberget 25 years ago. It is the 
idea of the factory village. This is valid for all larger industries in the country. 
We have tried to change it. We have hired independent companies to take care 
of the transports to and from the company. The board opposed to this. They said 
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that this was something the company ought to take care of itself. But eventually 
they agreed – under protest. We are producing cement. We haven’t got the time 
to be shop proprietor, restaurant proprietor, proprietor of cafe etc. too. These 
tasks take quite a lot of time to be done properly. (To us) they become of low 
priority. But to independent proprietors, they have high priority, since they are 
running them to earn money. But in Tanzania it is considered a bit bad to hire 
private businessmen for such things. For political reasons. “ 
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Area: 236,800 km2 
Population (1992 est.): 4,440,213 
Distribution (1987): 16% urban, 84 %
rural 
Annual growth of population (1992):
2,9% 
GNP (1991 est.): $800 million; $200
per capita. 
Life expectancy (1992): women 52
years, men 49 years.  
Infant mortality (1992): 107 per 1,000
live births.  
Literacy (1990):  41 % of adult
population.  
Universities (1986) :  1 
Labour distribution (1990) :  
Agriculture  80 %. 
Commerce and services 
   18%;  
Manufacturing     2%. 
Foreign trade (1990 est.):  
Imports  $ 238 million;  
Exports   $ 72 million. 

CASE 3: The Lao road sector support and the Work-
shop Km14-project (Laos) 
Backcloth 

Laos is a small, landlocked country. 
The population is about 4.5 
millions. It is one of the poorest 
countries in the world; the GNP per 
capita is about $200. It belonged to 
French Indochina until 1953, when 
it achieved independence. A long 
civil war followed, till the Pathet 
Lao movement eventually seized 
power in the mid 70s. This marked 
the beginning of a communist re-
gime in Laos – that still remains in 
power.  

The industrial sector is 
almost non existent  

The backbone of the economy is 
subsistence peasant agriculture. 
About 80-85 percent of the 
population is working and living in 
this sector of the economy. The 
industrial sector is very small, and 
limited to small-scale production of 
a few consumer items by primitive 
means. Only about two percent is 
employed in this sector of the 
economy. 

The trade balance deficit 
The trade balance is a disaster. In 
1990, the value of the imports was 
more than three times that of the 
exports.  
Electricity sold to Thailand is the main source of foreign currency, but there is 
also a small export of tin and forest products.  

Table 11: Laos in figures 
Source: The New Grolier Multimedia 
Encyclopaedia, 1993 
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The state budget deficit 
Another structural problem is the under-balanced state budget. Expenses exceed 
revenues and this hampers all policies requiring investments. 
  

State budget 
(% of GNP) 

1989  1991 1992/93 1993/94 

Revenues 8.3 10.3  12.0  12.8 
Expenses 24.9  20.9 18.1 20.6 

Source: Landöversikt Laos, 1995 

The rudimentary infrastructure 
Another major problem is the rudimentary infrastructure. Railroads are non ex-
isting, and the road system little developed and in a bad shape (The Asia & Pa-
cific Review 1993/94). The telecommunication system is even less developed 
than the road system. And so on. The Laotian government lay much emphasis 
on the development of the infrastructure. This is a must to live up to the goals in 
the economic policy – including the development of the industrial sector. For-
eign aid donators have also recognised the great need to improve the infrastruc-
ture, and much aid assistance is devoted to this. The Swedish assistance to the 
road sector is one example on this. 

The aid dependency 
The trade balance deficit has made Laos heavily aid dependent. Prior to the col-
lapse of communism in East Europe, substantial aid was received from the So-
viet Union and other East European countries. Today the situation is different: 
the support from East Europe has vanished, and aid from Western countries is 
much more important. This has resulted in an increased pressure for structural 
changes – and for a change of economic policies.  

Self supportive with food stuffs is the main economic goal 
The overshadowing goal for the economic policy is to make Laos self-
supportive with food – and in particular with rice. But it is also part of the policy 
to develop the industrial sector. The 1986-90 development plan called for in-
vestment in transportation, management training, and small and medium-scale 
industrial projects. 

Table 12: The development of the Laotian state budget deficit 1989 – 1994



 396

The Swedish support to the Lao
road sector

The School of
Communication and
Transport/ The
Road Training
Centre (RTC)

Advisor to the
Ministry

(on road system
issues)

Assistance to

SER 13 S

Administration
Department

Construction
Department

Workshop Km 14

 
Figure 36: The organisation of the Swedish 

support to the Lao Road Sector in the beginning

The “brain drain” 
A substantial “brain drain” occurred when Pathet Lao seized power. It is esti-
mated that about 400,000 refugees, “including most of the educated, wealthy 
elite, and many tribes-people from the hills” (The New GROILER 1993), have 
left the country in the decades that followed. This has been a major development 
problem. The Laotian administrative capacity is recognised to be very low – and 
an obstacle to all development efforts. 

The Swedish support 

Sweden is one of the largest contributors of foreign aid to Laos. It has contrib-
uted to the Laotian development efforts by providing (bilateral) financial and 
technical assistance to the road sector and the forest sector – and also to the de-
velopment of the very rudimentary telecommunication sector. Because of the 
low institutional capacity in Laos, a transfer of administrative and managerial 
skills and know-how has been an important component in the Swedish bilateral 
assistance to Laos from the beginning. 

The road sector support 
A core element in the government’s development strategy is “to bring the most 
important roads up to 
all-weather standard in 
the shortest possible 
time. This policy will 
make sure that transit 
operations exist and the 
resulting direct and 
indirect benefits to the 
country’s economy will 
be realized as quickly 
as possible, rather than 
waiting to carry out 
major upgrading.” 
(Eliassson et al. 1989) 
The Laotian govern-
ment invests a large 
share of the state 
budget (about 27 percent in the five-year plan 1980-1985) on the improvement 
of the road system. Foreign donors of aid have also recognised the core impor-
tance of the road system for the development of the Laotian economy. Laos 
therefore receives quite a lot of support from abroad – including the Swedish 
support. 
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The Swedish support to the Lao road sector commenced in the beginning of the 
1980ies. It includes technical assistance and also heavy-duty equipment for con-
struction and maintenance of roads. It is primarily directed to the improvement 
of a major road (Road 13S) in the Vientiane area. 
The objectives of the Swedish support to the Road Sector are two: 
 To reduce over all transport costs by upgrading Road 13S, and also initiating 

maintenance activities, and  
 To increase the Lao government’s institutional capacity to construct and 

maintain the road network.  
A Swedish consulting firm – SweRoad31 – was hired for the implementation of 
the aid project – including the transfer of management knowledge. The Laotian 
organisation responsible for the construction and maintenance of the roads em-
braced by the Swedish road support is State Enterprise Road 13 South 
(SER13S)32. This enterprise ranges under the Ministry of Communication, 
Transport, Post and Construction.  
In the beginning, management training was not considered in specific terms. It 
was rather regarded as part and parcel of the technical assistance provided. But 
as time went on, the lack of management capability was recognised to be a ma-
jor problem – and the transfer of management knowledge to be a key factor to 
the efficiency of the assistance given. The transfer of management knowledge 
was therefore made a goal and an activity in itself.  
The management strengthening support to SER 13S consisted of different types 
of advisory services:  
A Chief Technical Advisor, who will also assist with the current management 
and organisation development and with the traffic safety component, 
A Manpower Development Advisor/Training co-ordinator who will assist in the 
strengthening of the department of communication and the manpower develop-
ment unit. 
Short-term advisors for management training, traffic safety and unspecified ac-
tivities were also thought to be required. 

                                                 
31Formally: the Swedish National Road Consulting AB, a company formed in 1981 
with the objective of making know-how from the field of road implementation and 
adminstration available to other countires. SweRoad is primarily intended as a con-
sulting service to other road administrations. 
32When the Swedish support to the Lao Road sector commenced, the Laotian coun-
terpart was the State Enterprise Construction Unit No 1, but then SER 13 S was cre-
ated for the construction and maintenance of the main road in the area - the “Swed-
ish” road.  
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In a support review in 1985, it was concluded that SER 13S needed more assis-
tance with management and organisation in order to make the road construction 
and maintenance effective – and in particular since the foreign financial support 
to the road sector had increased much, causing co-ordinating problems. A Swed-
ish consultant also made a review of the organisation and management of the 
SER 13 S, and presented solutions to the problems identified.  
In 1989, eight SweRoad staff members were assigned to provide the technical 
assistance/management training in the Swedish road sector support – two with 
master’s degree, four with bachelor’s degree and two who had completed trade 
courses. “Each of the experts has more than twenty ears experience in the road 
sector and five have previous overseas experience.” (Eliasson et al. 1989, p 48-
49) 

The Workshop Km14-project 
An important part of the Swedish aid to Laos has consisted of vehicles – both 
“ordinary” cars and heavy vehicles. It was almost instantly recognised when 
Sweden started to assist Laos, that there was a lack of workshops providing 
proper repair and maintenance on all kinds of vehicles in the Laos, and that this 
was a core threat to the effective use of the equipment donated by Sweden. It 
was therefore decided that Sweden should donate a workshop providing a work-
shop with “adequate spare-parts as well as repair and maintenance facilities” 
(Damm and Rylander 1985). Part of the plans was also to transfer the skills 
needed to manage and operate the workshop in an effective manner.  
A Swedish firm – Volvo International Development – was contracted to deliver 
“a complete workshop from the ground-work up”, and also to assist with the 
necessary transfer of skills for the workshop operations. This workshop was in-
augurated at the end of 1980. It was located 14 kilometres north west of Vienti-
ane, and is therefore called Workshop Km 14 in Swedish aid documents.  
The facilities delivered by Volvo were quite modern, and equipment was also up 
to date. The workshop was delivered as a packet. Very little local building mate-
rial etc. was used. The standard of the facilities was later criticised to be too 
high: “it seems likely that the plant could have been just as effective at a cheaper 
cost if local building techniques and materials, and local labour for the construc-
tion work had been used.” (Damm and Rylander 1985)  
The original intention with the workshop project was that it should maintain and 
repair all the Swedish financed vehicles and heavy-duty equipment included in 
the assistance granted to Laos. This intention was later to be considered unreal-
istic, and the objectives for the workshop activities confined. In the Plan of Op-
eration in force until 1985/86, four objectives for the Workshop Km 14 are de-
fined: (i) service of all Volvo equipment in the Vientiane area, (ii) training of 
personnel at the workshop and the customers, (iii) developing administrative 
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Figure 37: Workshop KM14’s organisation as a separate 

state enterprise 
 

routines, and (iv) possibly include service of International Harvester and Cater-
pillar. 
The last or these objectives was later excluded. This meant that the Workshop 
Km 14 had changed from a workshop for Swedish financed equipment into a 
specialised Volvo Workshop – with the implication that its “natural market” in 
Laos was much smaller than planned.  
A core intention was also that the workshop should be turned over to the Laotian 
authorities after it had been established, and the operations were working prop-
erly. This was done in the beginning of the 1990ies. 
In the period prior to the new economic policy, the workshop employed 170 
people (Damm and Rylander 1985), of which 86 worked on the shop floor as 
mechanics, electricians and trainees, 15 worked in the warehouse, and the re-
maining 69 worked in administration, canteen and kindergarten. It was organ-
ised in eight separate divisions, headed by a Managing Director, reporting to the 
Ministry, and a Deputy Director. 
The workshop’s low efficiency has been a constant remark in reports about the 
project. The 
productivity 
was far 
below 
“Volvo 
standards” 
during the 
entire project. 
It has also 
been 
suggested 
that the weak 
workshop 
management 
capability 
was a major 
reason for 
this low 
productivity. 
Volvo was 
supposed to 
transfer the 
adequate 
skills and 
know-how 
for the 
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effective operation of the workshop. In reports about the project, it is also con-
cluded that this technical assistance worked quite all right when it came to op-
erations on the workshop floor, and in the warehouse. But little attention had 
been given to management issues.  
To enhance management capability, a new one-year contract was signed with 
Volvo in 1985. In this contract, the management training was emphasised. An 
experienced Swedish workshop manager was supposed to coach and advice the 
Lao workshop management staff at work. But also this attempt to emphasise the 
transfer of management knowledge was recognised not to lead to any substantial 
changes.  
A new Swedish firm – Engström och Nilsson Maskin AB – was therefore con-
tracted in 1986 in order to improve the situation. It was hoped that the new firm 
could start afresh, without the shackles of past performances and history. It was 
also reported that the new firm had apparently succeeded in establishing a good 
relationship with the local management staff – something that was considered of 
core importance for the efficiency of the training activities.  
But then things started to happen. The New Mechanisms policy resulted in quite 
a new competition situation. The Workshop was turned into a separate state en-
terprise that had to compete with a multitude of other workshops, which were 
“mushrooming” in the Vientiane area due to the liberalisation of the business. 
These workshops provided cheaper services than the Workshop KM 14, and this 
threatened the viability of the entire workshop project.  
The shrinking Volvo fleet in Laos was recognised to be another major threat to 
the viability of the Workshop. It had specialised on maintenance and repair of 
this make, and if no new Volvo vehicles were donated to Laos, the “natural” 
market for the Workshop’s services would rapidly vaporise.  
It was therefore recognised that the workshop had to change and develop its 
business concept to survive in the new situation. It had certain qualities: modern 
facilities, modern equipment and well-trained personnel. But this was not be-
lieved to be enough to guarantee its survival in the new competitive situation – 
in particular since the management and marketing capabilities of the Workshop 
remained very inferior. 
The management apparently preferred to wait for orders from above, instead of 
acting independently and changing business concept, marketing activities and 
workshop operations on its own.  
The low commitment of Laotian authorities to Workshop issues was recognised 
to be yet another major problem. The Laotians apparently regarded the Work-
shop as an internal Swedish matter. In order to improve the Laotian commit-
ment, a separate Steering Committee was established that was planned to func-
tion much like the board in a common Swedish joint stock company.  
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The low Laotian involvement in the project remained, however. This was par-
ticularly evident in the beginning of the 1990ies, when the Workshop was even-
tually turned over to the Laotians to care for. Soon after this event, the Laotian 
authorities decided to lease it to a Chinese company that used it to assemble dif-
ferent kinds of vehicles. It is remarked by Swedish consultants that the leasing 
fee is very small, taking into consideration the investments made and standard of 
the facilities. 

On planning 

When the interviewees were asked about the importance of forecasting, and the 
difficulty of planning in Laos, a dilemma was evident in their comments: they 
regarded the planning approach as central to proper management at the same 
time as they had experienced that a reliance on this approach could be ques-
tioned in Laos.  

“Forecasting is always important” 
Planning, including forecasting, was seen as a prerequisite for rational man-
agement. Thus, planning is regarded to be just as important anywhere, including 
in Laos. One interviewee did, for instance, state “(f)orecasting is always impor-
tant, no matter where. The importance of forecasting is that you are forced to 
consider problems before they have occurred. Therefore forecasting is actually 
more important in developing countries than with us.” It was also contended that 
planning is inescapable when modern technology is introduced. So, even if fore-
casting and planning may not be very important in a “traditional” society, it 
must be given due attention as soon as one tries to industrialise.  
There were also evident reasons to contend that planning and forecasting are 
even more important in Laos than in Sweden.  

“You cannot just pick up the receiver and order the thing from a sup-
plier in the vicinity” 

One reason why planning and forecasting are even more important in Laos, is 
the lack of local suppliers and service firms in the Laotian economy. This meant 
that a manager could not do as in Sweden. “If something breaks down, or is 
missing, you cannot just pick up the receiver and order the thing from a supplier 
in the vicinity, and then receive it almost instantly.” 
The long delivery times for spare parts and for all kinds of technical devices and 
instruments were mentioned in particular as a problem: “it may take anything 
from one week up to half a year” to receive something needed. In the 1989-
review of the Lao Road Sector Support, it is concluded that a reason for general 
inefficiency and “meagre” result of the Swedish financed road activities is “the 
irregular spare parts supply and the long lead time for the arrival of equipment.”  
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It was therefore considered essential for the effectiveness of the operations that 
management foresees everything in great detail and in good time. All eventuali-
ties must be foreseen in order to make sure that operations could proceed 
smoothly and uninterrupted. “It is incredibly much more important to reconsider 
every little detail, because you cannot just pick up the receiver and order some-
thing. If you just forget a small screw or a nut, a whole machine or unit could 
stand idle because you must wait for delivery.” The non-availability of vital 
spare parts at Workshop KM 14, responsible for the maintenance and repair of 
equipment used in road construction was also experienced to be a major problem 
for the SER 13S operations – causing delays in road constructing and road main-
tenance.  

The heavy bureaucracy 
The long delivery times were partly a matter of logistics: spare-parts and other 
necessary devices had to be sent a long way to Laos. But another, and perhaps 
even more important reason for the long delivery times was the Laotian bureauc-
racy. From the Workshop KM 14 activities, it is reported: “(A)ccording to the 
spare-parts advisor it takes two months from issuing of an order until Volvo 
Spare Part receives the same.” (Damm and Rylander 1985, p 12) A rationalising 
of the bureaucratic procedures was suggested as a remedy to this situation.  
The bureaucratic routines in the warehouse also resulted in long delivery times – 
and waiting times. “The present routines imply long waiting hours in the work-
shop. Also the sales of spare parts to Volvo and BM owners must pay higher 
respect to the client. Today the customer can spend a full day waiting for a sig-
nature necessary to be served by the warehouse.”  
The trade balance deficit and the lack of foreign currency that followed from 
this deficit was another reason for the heavy bureaucracy connected with the 
import of necessary spare-parts and other commodities: the Laotian authorities 
simply did not have the money to pay for all its obligations in all the aid projects 
carried out in the country.  

The lack of an “industrialised” work force makes planning even more 
important in the Laotian context than in Sweden 

Another reason for the greater importance of planning in Laos was the lack of 
industrial capabilities and experience. This made it necessary for the manage-
ment to plan everything in detail. It was not possible to delegate tasks and rely 
on the professionalism and experience of the subordinates/employees. “A man-
ager must have more knowledge about the minutiae matters than in Sweden. 
Here one can give the responsibility to a guy: you know the outcome, but you 
don’t really know what he is doing. But over there you must know what he is 
doing, or else you cannot give the right directives.” 
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The central planning system demanded much planning 
Laos is a Socialist society with a centrally planned economy. Times were chang-
ing: the “New Mechanism” policy included increased liberalisation of business 
life, and increased freedom of action on behalf of single enterprises. But central 
planning was an important part of Laotian business life when the interviewees 
had been working there, and this had important consequences for the manage-
ment of the single enterprise.  
The enterprises are obliged to deliver a lot of data and plans to the central plan-
ning authorities. This made planning and forecasting a core managerial respon-
sibility. “It is a planned economy. They base everything on long-range plans. 
Hence, it is much, much more important to them than it is to us to fix a plan”. 

Aid organisations demand plans 
Laos is very aid-dependent. The fiscal revenues are very limited, and so are the 
possibilities to invest. New investments are therefore, to a very great extent, fi-
nanced by foreign aid organisations. These organisations are bureaucracies in 
the donor countries, and such bureaucracies demand plans and follow-ups. The 
great dependence on the donor organisations made it an imperative for Laotian 
managers to respond by investing a lot of time and energy in compiling figures 
and plans for these organisations.  

They lack the “feeling” for planning  
An important part of the Swedish advisors’ task in Laos was to induce a proper 
feeling for planning. This was regarded a sine que non for proper management. 
But it was also experienced that the Laotian staff might not share this attitude to 
planning. Rather, it was experienced that the Laotian managers lacked the ade-
quate “feeling” for the importance of planning – and in particular planning on an 
organisational level like the Swedish managers were used to. This was consid-
ered an important obstacle to the introduction of a proper planning approach. 
One difference pointed to was that the planning in Laos often lacked a sense of 
realism. It was suggested that plans were often based upon wishes and guesses, 
rather than sound estimates. One interviewee commented. “The difference lies in 
the gathering of data for the planning. They don’t do this.”  

The lack of managerial capability 
An important reason for this was suggested to be the lack of managerial capabil-
ity. There were not so many Laotians who had such capability. Hence, individu-
als who were appointed to be managers simply did not know how to do. “There 
were many on a management level who didn’t know what planning is. We had 
to start management training dealing with goals, organisation, action pro-
grammes etc., just to make them start thinking in the ways a manager shall do – 
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not just arriving at work at nine o’clock, reading the newspaper and then leaving 
early after lunch, believing that everything works all right.” 
The massive “brain drain” that occurred in the wake of the communist take-over 
is a major reason for the lack of management capability. Virtually all capable 
individuals left the country (The New Grolier 1993). The low “institutional ca-
pability “ is a remark that is echoing in most reports about development assis-
tance donated to Laos. On an enterprise level, this means a lack of managerial 
capability on virtually every level in the organisational hierarchy. 
The “political factor” also contributes to the problem: management and adminis-
trative personnel are promoted on political grounds, rather than on their merits 
as managers/administrators – managers had to be seen as politically reliable to 
come into question. Some managers/administrative officials were also believed 
to have been promoted as a reward for their efforts during the civil war, rather 
than on their managerial merits.  

Laotian managers did not make any follow-ups 
One thing that was often remarked upon as an indication on the lack of “feeling” 
for planning was that the Laotian managers did not make any follow-ups of the 
plans. “For instance, when a plan of operations was agreed upon, they didn’t 
have this feeling that they should control if operations were running as planned. 
They just noted that it wasn’t done, and then they carried on as before.”  
It was also experienced that the Laotian managers stuck to goals even though 
reality successively proved that they were not realistic. “We are much more 
open and sensitive when we are planning. They are quite clear about what they 
want from the very start, and then they plan with this as a point of departure. I 
think the goal is so very clear many times that it is entirely determining the 
planning. With us what happens during the planning is many times affecting the 
goal. And that’s where the difference is.”  
Part of the image was also that the local management staff did not use informa-
tion from the accounting system, even if existed. Administrative routines, in-
cluding accounting system, were introduced in the Workshop KM 14, but the 
information gathered this way was not used properly. In a project review made, 
it was stated “our general finding is that much of the information presented in 
various routines is not fully utilised as instrument for the follow-up of produc-
tion, productivity, profitability etc.” So, when the 1985-review was made, the 
Swedish consultants undertaking the review had to compile the information 
needed for the follow up in these respects themselves – and with much un-
certainty and question marks.  
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“Plans are intended to make superiors content” 
The attitude to authorities was also experienced to have a negative impact on the 
realism of plans. For one thing, figures from the Planning Committee are central 
to the activities at enterprise level – but the validity of these figures was not par-
ticularly high. When the reality showed that plans could not be fulfilled, this in-
sight was not allowed to change plans already made, but the objective striven for 
was maintained in spite of the evident lack of realism. 
It was also remarked that the intent of the plans and data compiled on an enter-
prise level was not to present a sound estimate, but to make the superiors con-
tent. “I don’t think they tell their superiors that something is impossible, but they 
try to make them content. The superior is often a minister or something like that. 
They don’t turn to him, telling him that what he has asked from them is impos-
sible to do, but they make a plan which makes him content.” 

“They are living more on a day by day-basis” 
The image of time, and thus of planning, was suggested to be different from the 
one in Sweden. It was experienced that the Laotians lived more on a “day-to-day 
basis”, solving problems as they occurred. This did, of course, affect the attitude 
to planning and its importance much. One interviewee remarked that he had ex-
perienced that it was part of the Laotian culture that “they might look into to-
morrow, or – at most – into next week. But never much more!” This was held to 
be impossible in Sweden, much due to the climate. “We hadn’t had a chance to 
survive here in Sweden if we hadn’t learned to plan for the winter – They have 
no feeling for planning, since they have never been forced to do it.” 
The difference in the image of time also surfaced in the attitude to punctuality. 
This lack of punctuality annoyed the Swedish managers much, and it also 
evoked quite a lot of comments.  
It was suggested that time was not considered such a scarce resource as it is con-
sidered in Sweden. “Time they have plenty of. For instance, if we had made an 
agreement to meet at two o’clock, they may say “well, two o’clock – wasn’t it 
this afternoon?” – It has to do with the stressed situation we have. To us time is 
so very limited. There are so many things we must do.” 
A reason for this difference in the attitude to punctuality was suggested to be the 
degree of industrialism: the demand for punctuality is much greater in an indus-
trialised society than in an agricultural society like Laos. “It is an agricultural 
population. It is similar to in Sweden 50 to 100 years ago, when people from the 
agriculture in Sweden commenced working in the industry and were told to be 
there at a certain time: they were used to work according to the sun. Half an 
hour more or less didn’t really matter. They worked till the job was finished.” 
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The predictability assumption questioned 
Even if the Swedish managers were of the opinion that planning is a prerequisite 
for rational management and were annoyed by the Laotian manager’s lack of 
proper “feeling” for the importance of planning, there were also reasons to ques-
tion the rationality of investing a lot of time and energy in planning and forecast-
ing in Laos. A major reason was the much greater uncertainty. “It’s a larger gap 
between what the plans imply and what the reality turns out to be.”  

The great uncertainty makes a reliance on the planning approach 
questionable 

One reason for the bigger uncertainty is the general lack of reliable data for the 
planning: the planner lacked all kinds of reliable data for the planning. The data 
used were, to a great extent, figures received from above, and these were very 
often quite “in the blue”. 
A basic reason for the lack of reliable data was the anomaly of the activities in-
troduced with the Swedish assisted projects. In a society like Sweden, road con-
struction and workshop operations are common and have long traditions. There 
is a lot of reliable statistics gathered and assessed over the years. This is not the 
case in Laos. Rather, a lack of information about the transport sector was a ma-
jor problem when decisions were to be made.  
The lack of relevant data and statistics was recognised to be a major problem by 
the Swedish advisors in the Road Sector support. Part of the Swedish support to 
this sector was also devoted to the collecting and organising of information for 
road design. This work had commenced at the end of the 1980ies, but much had 
yet to be done. “The intention is to work out a comprehensive manual for how to 
collect, classify and sort out needed data for making professional design work. 
The work has been initiated although a major portion remains to be done.” 
(Eliasson et al. 1989, p66) 

The climate caused unforeseen delays of work 
The climate is a major source of uncertainty in Laos. Deluges are common and 
cause heavy destruction when they occur. For instance, the heavy rains in late 
1988 and spring 1989 made the road construction work lag far behind plans. 
And these rains did not just hinder construction work; they also caused major 
damages on the roads already build: the groundwork of the roads was flushed 
away and much work had to be rehabilitated.  

The lack of an industrialised infrastructure 
This also indicates yet another major reason for uncertainty in the Laotian con-
text: the unreliability of the infrastructure. It was not the effective and smoothly 
working infrastructure managers in Sweden can take for granted. Rather, it was 
a basic problem to all development efforts and all business activity in Laos. The 
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basic reason for the entire Road Sector support was to improve the transport sys-
tem – in order to reduce this obstacle to economic development and progress.  

The lack of suppliers and service firms 
The existence of local suppliers and service firms can be regarded as part of the 
infrastructure. In an industrialised market economy like the one in Sweden, the 
management of the single enterprise can rely on almost instant assistance if 
something breaks down or is missing. But in Laos, such events had grave conse-
quences. One could not just pick up the receiver and get almost instant assis-
tance.  
The Workshop KM 14 was, itself, a service firm established to improve the 
availability and efficiency of the Laotian vehicle fleet. It was suggested that the 
general lack of the kind of services offered by workshops in the area was a busi-
ness opportunity. “In order to make the machine shop more complete, it should 
be considered to invest in a plane grinding machine for motor blocs and a crank-
shaft grinding machine. No other workshop in the Vientiane area can offer these 
services” (Damm and Rylander 1985, p 16). This also indicates the general lack 
of service firms in the business environment and – indirectly – that this is a ma-
jor reason for uncertainty. 

The lack of telephone communications 
Another problem that occurred with the Workshop KM 14 operations was the 
lack of telephone communications with Vientiane. “The line is broken since 
long because 2.700 m of the copper line was said to be stolen” (Damm and Ry-
lander 1985, p 11). 

The instability of power supply caused break-down of essential equip-
ment 

The supply of electric power caused problems. Such power is supplied from the 
national grid, and the voltage variations caused problems. “One problem is, 
(however) the voltage variations that already have caused burning of the com-
pressor’s motor and some other equipment.” It is suggested that this problem 
could be overcome with the installation of an automatic switch-off, which cuts 
the main electric power supply and starts a stand-by generator set when the volt-
age drops below the lower limit, or – which is a cheaper alternative – a siren that 
precedes a manual cut. 

The low quality of water supply caused break down of equipment 
Water is pumped from a drilled well in the vicinity of the workshop and distrib-
uted from a high level tank. The quality of the water supplied in this way is 
causing problems to the workshop. The high content of sand had caused a 
breakdown of the high pressure washing equipment. A filtering system is 
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planned for and “ought to be installed as soon as possible” (Damm and Rylander 
1985, p12). 

Theft of equipment is a problem 
The general poverty and scarcity of almost everything in the Laotian economy 
made theft a problem – that is made particularly problematic due to the long de-
livery times. The problem was evident in the disappearance of the communica-
tion wires with Vientiane. Tools and power testing equipment had also disap-
peared from the Workshop KM 14. This equipment had to be replaced.  
For the Swedish supported workshop, this was quite easily done. “New tools and 
equipment were ordered and the situation in this respect was under control” 
(Damm and Rylander 1985, p 13). It was mainly a matter of delivery times. But 
for a “normal” enterprise in Laos, the problems must be considered to be bigger. 
Because there was a general problem of availability of foreign currency for im-
port.  

The lack of “feeling” for preventive maintenance caused unforeseen 
break downs 

The lack of a “feeling” for proper maintenance was a recurring comment in the 
interviews. It was also reflected in reports about activities in Laos. For instance, 
it was recognised to be a problem that the Road Authorities lacked this feeling. 
It is noted that the task of maintaining roads is not taken seriously by any of the 
involved (local) organisations. “This has resulted in sub-optimisation as the lack 
of maintenance of the road network does not contribute towards the objective of 
reducing transport costs” (Damm and Rylander 1985, p 55). The lack of “feel-
ing” for a proper preventive maintenance also caused unforeseen breakdowns of 
equipment – and a general inefficiency of utilisation of equipment in the road 
construction project (ibid). 

“You didn’t know for sure that people came to work” 
The absence was observed to be rather unpredictable – “If they need to be home 
a day or two, they just stay home” – and this added to the uncertainty. “You 
didn’t know for sure that people came to work. They are working quite hard 
when they are working. But sometimes they just didn’t arrive. For different rea-
sons – private or social. It’s part of their culture. – And this could make a vehi-
cle stand idle, since there was no driver etc. And it meant that there were prob-
lems doing certain tasks every now and then.”  
The low salaries and wages paid to state employees, and the great need for an 
additional income that this resulted in, was a major reason for the unpredictable 
absence: people just had to stay home to earn extra. The low wages and salaries 
paid also made the choice between going to ordinary job or staying home attend-
ing to the additional “job”, rather easy. “And some days they needed some extra 
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money, and then the question is whether they should stay home one day sewing 
shirts or whether they should go to work. And it is quite self-evident that if they 
are better paid if they sew shirts, they don’t consider work hours so very impor-
tant, but stay home one day.” 
One of the interviewees mentioned that the workshop could be practically empty 
the rainy days. Because then the fishes were swimming up in the ditches, and 
then people were absent from work to catch fishes for their families. “And this 
was completely accepted. We asked what was going on. ‘Well’, they said, ‘they 
are out fishing, because it is raining, and they have to get fish to their families.’ 
It was completely accepted.”  
Another major reason for the unpredictable absence was the great importance of 
the family and relatives. In a poor country like Laos, the family is the core social 
institution. And if something occurred in the family, this is of first hand priority. 
“If other things occur, work has very low priority: they may stay home to ac-
company an aunt to the hospital instead, or if they had received one week’s 
permission to go somewhere, and happened to pass by a cousin on the way, they 
could stay away for yet another week.” 
 - So work is considered something necessary evil. And the relations they have on the work 
site is probably not very important.“ 

The lack of a reliable infrastructure made it difficult to be punctual 
It was also remarked that the deficit infrastructure made all communications etc. 
very slow and unreliable in Laos – and that this made it difficult both to be in 
time and to expect punctuality. 

“Well, first of all, there weren’t many of them who had a watch” 
The different attitude to punctuality was reflected in the fact that the Laotians 
seldom owned a watch. This made it difficult to be in time for meetings. It also 
implied that punctuality was not so important that such a time structuring device 
was particularly important.  

“I think it’s no problem to them” 
When the interviewees were asked whether the lack of punctuality was a prob-
lem or not, the answers differed quite a lot: in the comments to the questions it 
was also evident that the interviewees thought it was a difference between the 
“objective” situation, and how the Laotian managers experienced it. The Laotian 
managers were not experienced to be very concerned with the lack of punctual-
ity. “I think it’s no problem to them. My counterpart didn’t indicate that it was a 
problem, and he didn’t try to change the behaviour of his subordinates much in 
this respect.” It was also remarked that they showed an incredible patience wait-
ing for appointments.  
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But to the Swedish managers the lack of punctuality was a problem. It was con-
sidered a waste of time, and to have negative consequences for the efficiency of 
the production. “It is a problem because you miss production all the time if you 
start work one hour after schedule all the time. And finish work half an hour too 
early before lunch and then start half an hour too late after lunch.”  
It was therefore considered necessary to introduce systems to improve the punc-
tuality. A bonus system rewarding punctuality was believed to be central to any 
attempt to change the attitude to punctuality: “you must be rather tough, stating 
that if they aren’t present they won’t get a penny. But they shall have a certain 
payment if they arrive, even if there is nothing to do. To make them inclined to 
go to the job.”  

There were lots of political meetings in the beginning 
A manager who had worked in the KM14 workshop remarked that there were 
lots of political meetings during work time in the beginning. And employees on 
all levels in the organisation could be “snatched” away at any time to visit a 
seminar or a political meeting. This was experienced as rather disturbing by the 
expatriate management advisers and as an indication that an effective use of the 
time was not very important to the Laotians. “And many things were interrupted 
by the political seminars. And this I mean is indicating the same thing, i.e., that 
punctuality and agreements weren’t very important. – Every now and then 
someone didn’t turn up. He might be the most central person for the meeting we 
were about to hold and we could be sitting there all of us except him, and when 
we asked why he didn’t arrive, they told us he had left for a two days’ seminar. 
This indicates that this was more important to them. – Such seminars could take 
one or two days. For instance if some minister from Vietnam was to come, peo-
ple were summoned to discuss the relations to Vietnam for a day or two. Or if 
something else happened somewhere in the world – a communist congress in 
Cuba for instance – they should discuss such things. – People were just snatched 
away in that way.”  
But it was also reported that it had proven possible to convince the local man-
agement staff that it was better to hold such political meetings after work. Politi-
cal meetings were therefore not a major disturbance after a while.  

On decision-making in general 

The planning imperative is part of, and embraced by, a more general perfect ra-
tionality ideal, stressing that decision-making shall be carried out in a systematic 
way: goals shall be made clear, information about options available gathered, 
options evaluated, the best option chosen and implemented, and then the out-
come followed up. Implicit in the model is also that the manager/decision-maker 
is acting as a loyal “”organisation man””, making decisions on behalf of the 
owners or principals of the organisation, and that “rationality” is the opposite of 
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emotional and intuitive decision-making. This model of managerial decision-
making was questioned in different ways in the Laotian context.  

The manager used to be but an implementer of directives from above 
For one thing, the single manager of an enterprise in Laos was experienced to 
have very little discretion. Prior to the “New Economic Mechanisms” policy, the 
Laotian economy was centrally planned. All important decisions were made on a 
higher level, and the role of the manager was that of an implementer of direc-
tives from above.  
In the Workshop KM 14, the function of the Steering Committee also reduced 
the discretion of the workshop management. The Committee was intended to 
function as the board in a Swedish company. I.e., it was thought to deal with 
major policy questions, plans and major investment decisions. It was remarked, 
however, that it focused on the “wrong” questions: neither SIDA representatives 
nor Ministry representatives seemed to have understood the intended role of the 
Committee and that it should focus on strategic questions - leaving the daily 
management to the workshop’s own executive management. The Committee 
tended to interfere with management issues that are the manager’s tasks in a 
Swedish organisation.  

Managers were appointed on other grounds than professional qualifi-
cations 

A common remark in interviews and reports is that there was a “political factor” 
behind the promotion of managers: they had to be politically reliable to be con-
sidered. Some mangers were also suggested to have been appointed as a reward 
for their efforts during the revolution. 
It is not just a matter of the existence of qualified personnel, but the qualified 
personnel must also have the right political attitude and background. “In 1975 
the Laotian authorities “cleaned up” and put all intellectual people in political 
training. Those who took over were those with the right political ideas, but they 
lacked the right qualifications. I think they suffered quite a lot from this. Things 
were going down quite a lot. So they were forced to take the people with capa-
bilities back again, i.e., people with the knowledge about administration and 
other knowledge to make things work. But then they gave them a political over-
coat. – And I think there is a difficulty today, really to take care of the capabili-
ties there is. Because they don’t know where they stand. – We had a very quali-
fied administrator with us. He was a former colonel of the royal army. But they 
began to be uncertain what he talked with us aid personnel about, and where he 
stood politically. Hence, they fired him – and the organisation declined. This is a 
problem. But I think it is a matter of matching the political attitude of people 
with a capability.”  
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In the Workshop KM 14, the workers were organised into teams of 4 to 10 em-
ployees, headed by a team leader. “It appears as if the team leaders have been 
appointed on other merits than their supervisory and vocational ability.” (Damm 
and Rylander 1985, p 18) The management of the workshop is also experienced 
to lack experiences from management and a contributing reason was – again – 
suggested to be that it had been appointed on other grounds than professional 
skills and documented leadership ability (SIDA: Insatspromemoria 1986-09-05, 
p 5). It was concluded in an internal report that this “political factor” was an ob-
stacle to effective decision-making, and that it resulted in a high turnover of di-
rectors (Damm and Rylander 1985).  

The anxiety over decision-making 
Another way the “political factor” influenced decision-making was through a 
general anxiety over decision-making. Laotian mangers were experienced to be 
quite reluctant to make decisions on their own. They preferred to “delegate” is-
sues upward in the organisation and wait for directives.  
The political situation was considered an important reason for this agony of de-
cision-making. Politicians were surveying most everything in the society. And a 
wise manager didn’t do anything that might annoy the politicians or that contra-
dicted the intentions of the politicians. “He who didn’t do something wasn’t 
criticised, but he who did something and made an error, he was in a hell of trou-
bles – if it didn’t suit the politicians”. If a subordinate makes a good work, this 
may also be experienced as a threat, and the “capable one must be eliminated”. 
Since the politicians have such great power, the single manager did best to avoid 
any decision-making. Hence, managers were quite reluctant to make decisions 
themselves. They wanted assurance from above that they were doing the right 
thing. Or they wanted straight directives.  
Part of the picture was also that many Laotian managers had a past in the previ-
ous administration, or in the business life prior to the revolution. And with such 
a background, they had better take care. Several of them had also spent time in 
“correction camps” after the revolution. This was suggested to make them very 
interested in security at the moment: they didn’t want to be considered unreli-
able again, by acting in an independent way.  

“There was an obvious change. To the better, for sure”  
The “New Mechanisms” policy included that much more discretion was dele-
gated the management of single enterprises. But it was not clear how far the 
process of delegation of managerial responsibility had gone. Opinions differed 
in this respect. One interviewee reported that he had noticed an evident change: 
after 1987, when the new policy was introduced, a manger that used to maintain 
a very “low profile” suddenly “started making decisions. The paths for decision-
making suddenly became shorter. Until then it could take months, with lots of 
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papers and stamps and changes etc. But now it could be dealt with within half a 
day or so. And I noticed that very often the “politruk” wasn’t even involved in 
it. – So there was an obvious change. To the better, for sure.”  

“But they lack a whole generation of managers” 
But it was also suggested that the new freedom of action that was granted in the 
“New Mechanisms” policy was not going to result in a sudden change of the 
managerial behaviour. Managers had not been allowed to make decisions inde-
pendently before, and a new image of management would not emerge over the 
night – in particular since there were very few managers left in Laos who had 
any experience from another way of managing. “Now, the managers are sud-
denly told that it is their responsibility to suggest goals and to choose methods. 
But they lack a whole generation of managers.” 
It was also experienced that there was a powerful resistance from inside the state 
bureaucracy. Bureaucrats on middle levels didn’t want to let go of their power 
and importance, “And if local managers feel a bit uncertain, and don’t go for it, 
the bureaucrats will hold on to their power.” 
In an internal SIDA report in 1990 on conditions in the Workshop KM 14, it was 
concluded that Ministry would still have a great say in such important matters as 
the use of investment funds, nomination of managers etc. “The autonomy that 
state enterprises are supposed to have, has yet to come to Km 14. It seems to be 
run by the Ministry just as much as during the “old mechanism”.” It is also ex-
perienced that the manager is “ultra relations minded”, and “The director is ap-
parently caught between the necessity of taking own initiatives and an urge to 
please the Ministry. This very often results in avoidance to make decisions or 
postponement of them beyond reason” ( SIDA: Internal report 90-04-02). 

The lack of management relevant information 
It is implicitly assumed in the perfect rationality ideal that there exists reliable 
information about different options and their outcomes. This makes efforts to 
process this information worth-while and rational. This assumption is questioned 
in the Laotian context. A recurring comment in the interviewees was that there 
was a great lack of relevant information for decision-making – and that the in-
formation available lacked reliability. This was suggested to force the decision-
maker to rely on intuition, guesses, and gut-feeling to a much higher extent than 
a manager in Sweden must.  

“The decisions made must not be negative for the relatives” 
The choice of the “best” option is implicitly resting on an assumption that the 
decision-maker is a loyal agent for the owners/principals of the organisation. 
The choice is primarily done in the best interest of these. The manag-
ers’/decision-maker’s own interests are of little or no importance to the choice 
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made. This is a prerequisite for the efficiency of organisational decision-making, 
and a criterion for the assessment of the efficiency. This may also be the case to 
a very high degree in Sweden, but there were reasons to question the same as-
sumption in Laos.  
For one thing, the family and social relations outside work were experienced to 
be very important to the Laotian manager. Laos is a very poor country, and there 
is very little social security. This made the family the basis for social life. It is 
the family context the employee can receive support when something goes 
wrong. It also means that consequences for the family are considered when the 
decision-maker makes a decision: It is easier for someone from the same family 
as the minister to speak with him. It is also easier to get a response for what is 
said, and it is easier for them to get a job. And “they consider the family rela-
tions and kinship relations when they make a decision: the decisions made must 
not be negative for the relatives.” 

The need for an additional income was a constant threat to “the stew-
ardship rationality” 

The low salaries paid to state employees were another reason to question the 
loyal Stewardship assumption. Managers – and employees – could scarcely live 
on their salaries and wages from “ordinary” employment – not to talk about 
supporting their families. They urgently needed some kind of additional income 
– or some additional source of food and necessary commodities. This need for 
an additional income had a pervasive impact on Laotian business life – and it 
was also important as a factor in decision-making.  
One way the urgent need for an additional income surfaced was through bribery. 
It was remarked that bribery was an element of the Laotian business game, and 
that the need for an additional income was an evident reason for this bribery. 
Because the state employees had to acquire some additional income in one way 
or another, and bribery represented one way of earning some extras. 
The Swedish managers were only occasionally subjects to demands for bribes 
themselves, and when the interviewees gave examples about corruption, it was 
mainly a matter of “petty corruption” – it was experienced that it was “a habit 
that gifts should be given here and there”: small contributions, a bottle of whis-
key, a few quids or something similar. The interviewees gave some examples 
when bribing was common: bribing of police officers, of state officials and of 
staff in customs.  
After the revolution, the new government tried to forbid and eliminate corrup-
tion, and it also appeared to reduce it quite substantially – for a while. But cor-
ruption was believed to be growing in importance again, and there were also in-
dications that bribes existed as an important factor in Laotian business life. 
There were rumours about heavy corruption – for instance in the export business 
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– and it was suspected that an increasing corruption was a future threat: when 
Laos opened to businessmen and enterprises from other countries, the opportuni-
ties for corruption would also multiply. 
The Laotian government has recognised the increasing corruption to be a prob-
lem. It has taken steps to try to stop the development, and an anti-corruption 
committee was established in 1993. Several issues of corruption in companies or 
authorities involved in – amongst others – petrol trade, forestry and irrigation – 
have received much attention, and also resulted in long prison penalties. Investi-
gations are also going on in several ministries (Utvecklingssamarbetet med Laos 
1995/96 - 1998). 
For decision-making at work, the threat of bribery implied that there was a cor-
ruption factor that had to be taken into account in management. It was a constant 
threat to organisational efficiency, and it made a close control of activities nec-
essary. “But they can exploit the system too. That’s a danger with the spare part-
guys. One must keep a tight hand on them all the time. They are fiddling with 
the prices when they are negotiating with the suppliers. That’s for sure! – Well, 
in Laos we purchased most of the things from abroad, and then they couldn’t do 
much to get some of the money for themselves. But when the system is opened 
and the suppliers are coming to the enterprise, they will for sure arrange for 
this.” 

No capital costs whatsoever were calculated with 
A major difference in the assessment criteria, compared with in Sweden, is that 
capital costs were not considered. It is noted in the 1985 review that a consider-
ing of the capital costs would result in a quite different image of the economic 
viability of the Workshop KM 14 project “whether the capital costs would be in 
the form of interest to be paid, or demands by an owner of the project to have a 
return on capital tied in these operations” (Damm and Rylander 1985, p 6). 

“An Asian very rarely shows any emotions “ 
One phenomenon often commented upon in the interviews, was the importance 
of the “face” concept. This was considered of permeating importance for the be-
haviour of the Laotians. It was important for them not to loose their “face”. 
One aspect of the “face” concept is that one is not supposed to get exited. The 
impression was therefore that the Laotians were very calm. As a consequence, 
the Laotians also appeared to be very little influenced by emotions when making 
decisions. “They may even be a bit more cool when they make decisions. Here 
we may be somewhat stressed and nervous when we make decisions, but the 
Asian don’t appear that way. When he makes a decision he appears not to worry 
too much – at least not on the surface: an Asian very rarely shows any emotions. 
Not overtly.” But it was also stated that this could just be a fiction. “In Laos the 
emotions were there, but on a deeper level. But I think they were of importance 
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anyhow – one could notice this. But they were shown in a different way: if 
someone became hurt, he didn’t say much. But it still had an impact on the deci-
sions made.” 

On the appropriate management style 

The democratic leadership ideal is central to Swedish managers’ image of ap-
propriate managerial behaviour. The manager is expected to participate and in-
fluence, rather than to manage through decrees and controls. But the introduc-
tion of such a democratic leadership ideal in Laos was experienced to be com-
bined with certain problems. 

The image of authority is different in Laos  
For one thing, the image of authority in Laos was commented upon as a prob-
lem. Authorities, including managers, were quite authoritarian in their behav-
iour. Orders and directives were more common than participating. “The manager 
did not confer with anyone before a decision.”  
It was also experienced that the subordinates did, if fact, expect an authoritarian 
management behaviour. “This is simply the way the system is. He is not just ex-
pected to be more authoritarian – he is as soon as he has been appointed: he has 
such a position that he is much more authoritarian. I don’t think they have much 
expectation when they come to their job. They just know that the manager has 
this position and subsequently he has the authority.” 
The different image of authority and the role of the manager also surfaced in the 
relations between managers on different levels in the organisation. It was ob-
served that the manager could by-pass subordinate managers and interfered with 
the operations at any time. Such behaviour on behalf of a superior manager was 
suggested to result in big protests in Sweden. A subordinate manager would not 
accept being by-passed by a superior. But the Laotians did not appear to care 
about it. “I don’t know how people really experience this. But I had no feeling 
that those who were run over reacted negatively on it.”  

“The tradition to look up to the king is still there” 
It was suggested that this attitude to authorities had a very long tradition, and 
that not much had changed with the revolution. This had merely resulted in a 
change of authorities, not a change in the relations with the authorities. “In Laos 
there used to be a royal family which was very important. It is gone now, but the 
tradition to look up to the king is still there – but now it is the minister one looks 
up to.” 
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It will take a long time to introduce a more democratic management 
style 

The Swedish managers wanted to introduce a more democratic management 
style. Such a management style was considered more effective. But since the 
authoritarian management style was considered to be culturally rooted in Laos, it 
was also suggested that it would take a very long time to introduce a democratic 
management style in Laos. “I think SIDA is too much in a hurry in this respect. 
They think that the transfer of knowledge is much faster. “ 

Decision-making is very centralised 
It was experienced that the subordinates demanded the manager to make all de-
cisions, and that this was partly believed to be a matter of the culturally deter-
mined image of authority. “They have a false image of what a manager is. They 
force him to make decisions.” This resulted in very centralised decision-making 
in the organisation.  

The anxiety over decision-making added to the authoritarian man-
agement style 

A certain anxiety over decision-making was also experienced to have a permeat-
ing impact on organisational decision-making – and on economic life in general. 
Managers on all levels in the organisation hesitated to make decisions on their 
own. “Nobody wants to make the decision – it is better not to make the deci-
sion.”  
It was suggested that this anxiety over decision-making was a matter of the risk 
a person takes if he is wrong. “Decision-making always means taking a risk. Not 
to make a decision is considered riskless, hence they try to stay away from all 
kinds of risks.” This added to the authoritarian management style. “ The political 
system has a devastating effect upon decision-making. People are afraid of mak-
ing decisions. – Even if it is clearly within their sphere of responsibility to make 
a certain decision, they prefer to go to their superior. And that superior goes fur-
ther up to have a decision made. Instead of making a decision where there is 
most capabilities!”  
A consequence of the centralisation of decision-making was that no decisions 
were made if the manager wasn’t present. And this could be a real problem 
when the organisation was big, with work sites a long distance from each other. 
With the infrastructure there is in Laos, this meant that the top manager was of-
ten away, and then nothing happened.  

A “white collar syndrome” added to the authoritarian management 
style 

Manual work was, on the other hand, looked down upon. What might be label-
led a “white collar syndrome” is, thus, an important factor behind the authoritar-
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ian management style. “He who has received an education is sitting there in a 
white shirt and with long finger nails. He consider himself too ‘fine’ to do any-
thing.” A manager is not “one of the team”, but one that has the right to give or-
ders and keeps a distance to those under his command.  

The attitude to seniority is adding to the authority of the manager 
Another cultural root of the authoritarian management style was suggested to be 
the attitude to seniority: the Laotians were experienced to have a very great re-
spect for elder persons.  
A consequence of this was that younger persons were rarely made managers 
over older persons. “They are not so keen on appointing younger persons to po-
sitions above elder persons. The age is to be held in respect. This means that 
they cannot always appoint the best person to a certain management position, 
and it might curb the rational behaviour of younger managers if they, in spite of 
all, are appointed to a superior management position.” The authority of seniority 
was therefore adding to the authority of management positions.  
A negative aspect of this respect for seniority that was commented upon was 
that it might be an obstacle to organisational efficiency, “because someone who 
hasn’t got the same capacity or knowledge, but who is older, might be the most 
dominant person in the organisation. He might hamper the possibility for the 
others to act. Because of the tradition. They don’t advance further, because of 
there is an older person there. – There is a very strong respect for older persons. 
Both within an organisation and outside it – but within the organisation it might 
be an obstacle.”  

The Laotian manager is a squire 
A somewhat more immediate reason for the authority of a manager in Laos was 
the fact that the enterprise had a much wider responsibility for the welfare and 
total social situation of the employees in Laos than in Sweden. It is in the stat-
utes of the state enterprise that it shall care for the employees’ social welfare. 
This great dependency upon the factory management for the total life situation 
can be seen as a reason why managers were also treated with quite a lot of re-
spect. It also meant that the enterprise resembled the traditional factory village 
in this respect – and the role of the manager resembled that of the squire of the 
traditional factory village. 

The lack of capabilities calls for a more directive management style 
The democratic leadership ideal rests upon the assumption that the manager is 
not omniscient, but a professional in the management trade. The subordinates 
are more skilled and qualified than the manager in their respective professional 
trades and in their fields of responsibility. This makes it effective to confer with 
them and to make use of their know-how.  
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This assumption about the capable employee was questioned in Laos. There was 
a general lack of capabilities in the country – the kind of capabilities needed in 
organisations employing modern technology and modern equipment, nota bene. 
It was not so much a matter of basic education, because the Pathet Lao govern-
ment had invested a lot in the educational sector, and “everyone can read”. It 
was rather a matter of technical tradition and professional qualifications.  
It was experienced that a superior had to tell the subordinates what to do in a 
more precise way due to the lack of skills and capabilities. “You must give di-
rectives all the time.” Planning had also to be more precise and delving into mi-
nutiae matters. “Here one can give the responsibility to a guy: you know the 
outcome, but you don’t really know what he is doing. But over there you must 
know what he is doing, or else you cannot give the right directives.” 

The lack of technical tradition 
In the comments, the lack of technical tradition was a recurring issue. This tech-
nical tradition is held to be more-or-less automatically conveyed in the environ-
ment where Swedish children grow up. It is also believed to be surfacing in such 
matters as, for instance, the attitude to preventive maintenance. The local atti-
tude was experienced to be that things either worked or did not, and that things 
needed no attention until they actually seized to work. “It was also a matter of 
their mechanical tradition. In Sweden we are growing up with mechanical toys 
and gadgets. I grew up with Meccano and small cars myself. In that way many 
things become natural. Down there the children are growing up with water buf-
faloes, dogs, and various other animals. And they can handle these animals in a 
perfect way. Small children could fall asleep on the back of a water buffalo 
whilst it is wandering around. But they haven’t the feeling for mechanical 
things: that they require maintenance, service, inspection to see if a bolt is loose, 
or if there is a leakage etc. (To them) the machine still works! They don’t realise 
that there is a gradual deterioration of things – and things deteriorate very 
quickly down there. We have to transfer the feeling that they shall maintain eve-
rything. – And consider their houses: they construct them themselves, with a 
bamboo roof or a tin roof. These roofs are relatively waterproof, and they mend 
them every now and then with a piece of string or so. But they have very little 
inclination to maintain things regularly. They have small motorbikes. And they 
are very skilled in mending things that breaks down. But they cannot afford any 
preventive maintenance. – But it is also a matter of skills and qualifications. And 
this lack of skills and qualifications can be found from the very top to the lowest 
levels. They don’t allocate resources to preventive maintenance on the ministry 
level. – If I change oil after 200 or 500 hours ... Well, to them the machine still 
works, and therefore it is considered an unnecessary expenditure to change the 
oil. They don’t realise that they must change the oil, tear parts etc. to keep the 
machine alive. They kill everything by running the machines to the point when it 
is impossible to mend them. – They have no technical tradition, because they 
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haven’t owned much. They have had a wooden plough, and when this has bro-
ken down they have made a new one. And they have had a few ropes and a wa-
ter buffalo to plough with. And they have been working very manually, with 
very simple tools. And when they have manufactured a roof of reed and when 
this becomes too deteriorated after a few years, they just make another. And if 
the house is crooked, this doesn’t bother them too much – as long as it works.”  

The lack of professional workers 
The lack of professional workers, like welders, electricians, technicians etc. – 
and also of qualified managers – was considered a major problem. For instance, 
it was reported that a reason for “the meagre results” of the road sector support 
was partly due to the lack of professionalism with road workers and manag-
ers/supervisors (Eliasson et al. 1985). A lack of capable and professional work-
ers is also referred to as a reason for the low efficiency in Workshop KM 14.  
There is a very small pool of professionals in the Laotian economy. Even if 
there was a small demand for this type of employees too, the supply was even 
smaller. Basically, it is a reflection of the “insignificance” of the modern sector 
in the Laotian economy, but the brain drain that followed the revolution in the 
mid 70s had made this lack of professional qualifications even more problem-
atic. “They had trained people whilst the French were there. But a whole genera-
tion fled 1975-6, and then they lost all their skilled and capable personnel.” As a 
result, there was a great lack of electricians, mechanics, computer operators etc. 
This posed a severe problem to the Swedish projects, which were very depend-
ing on such qualifications. 
There were no institutions for training of professionals of this kind in Laos. A 
possible pool of such professionals was an employee trained in other technology 
transfer projects. In particular, Russian projects were mentioned. But it was also 
stated that the technical training people received in these projects was not suffi-
ciently sophisticated for the needs of the technology introduced in the Swedish 
projects. Basically it was a matter of degree of sophistication of the technology 
introduced. “The Russians have introduced their training, which means very lit-
tle training. Russian machinery cannot be compared with Western machinery. It 
is quite a different standard. – For instance, we cannot run our diesel engines 
using Russian oil. The engines break down. The oil becomes like milk. But the 
Russian engines could be run on Russian oil. – There were lots of such events.”  
People were sent to other countries for professional training, but the quality of 
this training was questioned – and in particular the training of those who had 
been sent to Soviet and to Vietnam. Employees who had been sent to East Ger-
many and Czechoslovakia were better trained.  
It was therefore considered necessary to make professional training part of the 
project. The lack of professional skills and qualifications with the employees 
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also made a directive management style more-or-less inevitable. “You cannot 
ask them ‘will you fix this, and give me a report when it is done.’ If you do, 
nothing happens.” This was something adding to the authoritarian management 
style. 

The “white collar syndrome” resulted in a lack of persons with ade-
quate industrial qualifications 

The “white collar syndrome” also had consequences for the supply of profes-
sional labour: people trained abroad often had a wrong type of training. People 
were suggested to choose training programmes, which render status in Laos, and 
the more “practical” types of training did not belong to this category. 

There was a “foxy political struggle” for the professional labour force 
It was remarked that the competition for qualified employees was tough. The 
demand for such qualifications was not very big – but the supply was even 
smaller.  
For one thing, the administration needed qualified personnel. Not least to man 
all the aid projects carried out under their supervision. “Every ministry and 
every project want the best. So many time there is foxy political struggle be-
tween different parts of the administration.” It was also suggested that the most 
qualified professionals were allocated to loan financed projects. This was sug-
gested to be quite a rational policy, considering the circumstances: aid projects 
are financed with soft credits, which makes the demand for effectiveness softer 
too. But it was also suggested that SIDA should demand more capable personnel 
in the future, or the effectiveness would suffer.  
The competition with the private business was also mentioned as a reason why 
the recruiting of skilled and capable personnel was such a problem. In the pri-
vate sector, enterprises could pay better wages and salaries. This competition 
from the private business was foreseen to be even fiercer in the future since the 
“New Mechanisms” implied that the private sector of the Laotian economy 
should grow. 
A rapid increase in private sector transport companies – mainly one and two ve-
hicle companies – had also occurred during the last few years, and KM 14 has 
lost a few of its best mechanics to private mechanical workshops “which are 
mushrooming in the Vientiane area”. The same had happened to the KM 18 
Workshop. It is remarked that this happened in spite of the fact that KM 14 paid 
relatively good wages and salaries, compared to other state-owned enterprises. 
“KM 14 would have to take action in this field or it may rapidly lose a substan-
tial share of the skills and qualifications that have accumulated in KM 14 over 
the project’s life span” (Damm and Rylander 1985, p6). 
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Part of the “New Mechanism” policy is to invite foreign companies to invest in 
Laos. Since the foreign enterprises could offer better terms of employment than 
the state-owned companies, the professional employees were thought to prefer 
to work in these, adding to the fierce competition about qualified professionals.  

The language problem 
The technical language, including manuals and spare-part lists, is English. The 
Lao personnel was not proficient in this language, and this was experienced to 
be a problem, since the Lao mechanics could not read manuals etc. (Damm and 
Rylander 1985) The language problem has also resulted in a less than optimal 
utilisation of the skills and capabilities of the Swedish advisors and resources. 

The low wages and salaries made the attitude to work instrumental 
The very low wages and salaries of the state employees were also suggested to 
result in an instrumental work orientation. The employees urgently needed some 
kind of additional income. Very often they also had a small homestead that they 
had to tend to, or they had some other income generating activity beside work. 
Often managers and employees alike were earning more on their “additional 
job”, than on the “ordinary” job, and this meant that the additional job often had 
a higher priority to them than ordinary work. This also included the homestead 
that was more important for their well being than the income from the job in the 
state enterprise.  
Consequently, they laid more importance on the additional job or the homestead 
than on work in the Enterprise. This was experienced as quite frustrating by the 
expatriate advisers, who are used to a situation when people engage fully in their 
work during work time. “Hence they try to acquire food in other ways; they 
breed hen and pigs; they help their neighbour with rice in order to get some 
themselves; they are exchanging services. – And all of this has higher priority 
than going to the job. – And this is a bit frustrating for us who go there; that be-
ing at work hasn’t the highest priority, but to manage to get a good standard of 
living, and that if they need to use the working hours to do something outside 
work to reach this goal, they do so.”  
The low importance laid on “ordinary” work in the enterprise also meant that 
there was a need for more control and directives in Laos than in Sweden – and 
this added to the more authoritarian management style.  

On the importance of the face concept 
The “face” concept was suggested to imply that the manager must spend more 
time on relations with the subordinates in Laos. The manager was not supposed 
to give someone a reprimand when others could see it, and in particular not the 
subordinates. Because if he did, this someone would loose his “face”. The man-
ager therefore had to ask the subordinate to his office for a “meeting”. And then 
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he could tell his meaning. “There were meetings with the supervisors and sec-
tion managers all the time. One never discussed with them or corrected them on 
the shop floor; one had a meeting with them in the office. In this way they didn’t 
loose their face.” 
Another consequence of the “face” concept was that the Laotians avoided saying 
a straight “no” to someone. This was experienced to be a big problem in particu-
lar in the communication between the expatriate management advisers and the 
local counterparts. It was suggested to take a long time till the expatriate adviser 
understood what the Laotians actually was conveying. But it was also suggested 
to be a problem in the Laotians’ internal communication. 

On motivating and incentives 

The Maslowian message is central to Swedish managers’ image of how incen-
tive systems shall be designed, and to how employees are motivated. Basically, 
material rewards are not thought to be sufficient to make people effective at 
work. Employees are seen as social and psychological beings, motivated by 
needs for affiliation, for recognition and for a challenging work, and an effective 
motivation scheme must be designed with this in mind. There were reasons to 
question this normative message in the Laotian context.  

Material rewards are “incredibly more important” in Laos 
A major difference, compared with in Sweden, was that the employees could not 
live on their “ordinary” payment from the Enterprise. The salaries and wages 
were so low that the employees could not support their families on them. They 
urgently needed some additional income – or an additional source of life stuffs. 
“A man cannot support his family on the wage he receives from the enterprise. 
He must have a farm, or have some other source of income. Most common in 
Laos is that they have a farm. But they are also exchanging services: someone 
who can repair a car is helped when he is building a house etc. So I’m quite 
convinced they are working at least twice the work hours (in the garage). And 
this doesn’t motivate the workers to very big efforts.”  
The low standard of living means – quite in line with Maslow’s needs hierarchy 
model – that material rewards are the prime motivators. “They are trying to ac-
quire enough with food for themselves and for their families. This is their prime 
problem. This is also why one mustn’t expect very much democratic behaviour, 
participation and involvement in operations: first they have to have a basic eco-
nomic security, which is quite low according to our standards, and a security of 
tenure.”  
The Maslowian needs hierarchy was also used by the interviewees when they 
were commenting upon the importance of material rewards. One interviewee 
remarked “They are incredibly much more important. It is self-evident. They are 
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on the first step of Maslow’s needs-hierarchy. All material rewards are impor-
tant.” Another interviewee commented: “(T)he Maslowian needs-hierarchy is a 
very good model to use to explain why Swedish management doesn’t work in 
Laos – at the moment. The great majority are still trying to satisfy the needs on a 
very low level in Maslowian terms.” 

Payment in cash and in kind 
Another major difference, compared with in Sweden, was that the wages and 
salaries were paid both in cash and in kind. Only a small share of the wages or 
salaries was received in cash. The payment in kind was a matter of coupons, 
which the employees could exchange for food and for a limited range of con-
sumer goods. In 1987, state employees were paid 10 percent in cash and 90 per-
cent in coupons. This made the payment in kind the most important part of the 
wages and salaries. 
The major reason why salaries and wages were paid in kind was that only a 
small share of the Laotian economy is monetarised. Taxes are collected in the 
form of produces from co-operatives and farmers, and these produces were then 
used to pay state employees.  

The incentive system resulted in low motivation and low work effi-
ciency 

This system with fixed – and very low – wages and salaries were experienced to 
have a negative impact of motivation and involvement in work – and thus on the 
efficiency of the operations in general. 
The management of Workshop KM 14 tried to offer different “fringe benefits” – 
i.e., a canteen, free transportation and purchasing of food and cattle to be resold 
at subsidized prices – to increase the employees’ motivation and involvement in 
work. It is also suggested in a review that this system should be expanded fur-
ther: “i.e., by improving the food situation in exchange for obligations for harder 
work” (Damm and Rylander 1985, p 32). 
The negative consequences of the incentive system – not just for the Swedish 
assistance, but also for the economy as a whole – were also recognised to be a 
problem by the Government. Decisions had therefore been made to change the 
system. “The Government seems to have observed the negative effects of so in-
significant rewards for work and has decided to support it with a wider set of 
consumption facilities.” In 1989, a decision was made that state enterprises 
should pay 50 percent in cash and 50 percent in coupons. The new incentive 
scheme also included an extended bonus element. But the economy of the Lao-
tian state made the implementation of this new incentive system difficult. 
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The tardiness with disbursement of funds is a major problem 
A separate problem is that the state employees are, quite often, not paid their 
salaries for months – sometimes years. (Landöversikt Laos 1995) “The state 
could own them millions of kips, and this forced the General Manager to try to 
find opportunities to earn some extra money beside the project to be able to pay 
wages and salaries to his personnel. – When he delivered the report about what 
had been done during a month, he could have to wait a month to receive the pay-
ment. – This was difficult!” 
It is remarked that the tardiness with disbursement of funds makes it difficult to 
plan future activities and to maintain work discipline in SER13S. The Enterprise 
earns its revenues from actual work carried out – and reported to the central au-
thorities. But the actual disbursement often took a long time. The state could 
own the Enterprise millions of kips.  
The Enterprise was therefore often forced to undertake non-road assignments in 
order to guarantee the survival of the employees. For this reason, the manage-
ment made deals with farmers and villages in the vicinity that the Enterprise 
should do some road construction work etc., in exchange for food.  
This was suggested to be lowering the efficiency of operations much, because: 
“(A)s a result of the engagement in non-road assignments and the involvement 
in the acquisition of plants and machinery, the management does not always de-
vote the existing combined resources towards road construction and main-
tenance activities” ( Eliasson et al. 1985, p 54). 

The lack of an “industrialised” market made the payment in kind very 
important 

Acquiring food or other necessary commodities was quite difficult – and expen-
sive – for the single individual in Laos. The whole commercial system was ex-
perienced to be very bureaucratic and undeveloped. The enterprise was in a 
much better position in this respect. It was a powerful actor in the administrative 
commercial system in Laos, and could – in this way – acquire foodstuff and 
other commodities for its employees.  

Many workers relied on alternative income sources 
The low cash remuneration was experienced to result in a pressure on the em-
ployees to develop alternative income sources – or alternative sources of life 
stuff. Very often they had a small homestead that they attended to, but it could 
also be some private business activity. This dependence on an alternative source 
of incomes or of life stuffs was experienced to have negative consequences for 
work efficiency. For instance, it is reported that this “subsequently, reduced their 
moral obligations towards the Workshop, Km 14” (Damm and Rylander 1985, p 
32). 
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On marketing 

The market orientation imperative may be regarded as a direct consequence of 
the fact that Swedish enterprises operate on a competitive market. The survival 
of an enterprise is ultimately resting upon the enterprise’s ability to attract cus-
tomers and to make them content. But in Laos, this simple relationship was not 
the case. Laos was a centrally planned economy – and still is, even if liberalisa-
tion process is going on.  

“They give a damn about the customers” 
The enterprise was part of a larger scheme of customers and suppliers, designed 
on by administrators on a higher level. This made the customers/clients a 
“given” to management of the enterprise/organisation. It also meant that cus-
tomer relations were no major management problem. One interviewee stated 
that the management did, in fact, “give a damn about the customers”.  

The most important relations were those with the central authorities... 
The most important relations a manager in Laos must attend to and maintain, 
were those with the central authorities. The top managers of the organisations 
where the Swedish management advisors had worked were observed to spend 
very much time in meetings with personnel from the ministries under which the 
organisations ranged, and with personnel from other ministries. It is also re-
ported that the Ministry is the focal point for the Workshop KM 14 manage-
ment’s consideration, not the clients’ needs and wishes. It is the Ministry that 
decides on such important issues as plans, budgets, nominations, utilisation of 
funds and accounts etc.  
It was also to the state authorities the management of a state enterprise could 
turn to when customers did not pay. It is reported from the Workshop KM 14 
operations “one problem we had was that some customers couldn’t pay. And the 
GM had to go to the ministries to get assistance when other public companies 
wouldn’t pay. This became quite a heavy task.”  
Part of the picture was that a manager of a state enterprise had a constant report-
ing duty to the ministry, and it was not sufficient to deliver written reports: the 
manager had to visit the ministries in person.  
A separate problem was that the high dependence on decisions from central au-
thorities could result in serious delays in operations. Decisions must be made or 
confirmed on the ministry level. And the right to make these decisions was in 
the hand of but a few persons. And this was observed to have a paralysing ef-
fect. “And if the one who had the right to make a decision isn’t present one day, 
no decisions are made that day. – He might be attending a political seminar for a 
whole week, and during that week nothing happens. – One can’t make any deci-
sions and one can’t get any directives.”  
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... and with bureaucrats 
Central planning means bureaucracy, and a very powerful bureaucracy was a 
key element in the Laotian business environment. Several of the interviewees 
were also commenting on the impact of this state bureaucracy. Relations with 
bureaucrats on all levels in the administrative system were experienced to de-
mand a lot of managerial time and attention.  
A particular problem, and an obstacle to the efficiency of operations, was that 
most anything had to be imported from abroad. This made the viability and effi-
ciency of operations depended on the allocation of foreign exchange for import 
of necessary spare-parts. And foreign exchange was a very scarce and tightly 
controlled commodity in Laos – due to the trade balance deficit. This meant a 
heavy bureaucracy and a heavy reliance on central bureaucrats and administra-
tive personnel.  

The importance of personal relations 
An implicit assumption in the market orientation approach is that market rela-
tions are impersonal. It is a matter of anonymous business relations, where 
prices, qualities and other product/service relevant issues are discussed. Trust in 
deals made is also part of the picture. This trust is central to an impersonal busi-
ness agreement.  
In Laos, business life was experienced to be very personalised – and a matter of 
relations on a high level. Maintenance of extra-organisational relations was not 
something that was easily delegated to subordinates. Relations with ministries 
and with bureaucrats had to be managed by top management in person. “It is 
very important that a manager of an enterprise in Laos handles the relations with 
the authorities personally.” It was not enough to rely on written documents and 
letters; a manger had to show up him or herself, and maintain relations person-
ally. This was suggested to be a reflection of how important social relations are 
in the Laotian society in general, including in business life.  
Another reflection of the importance of social relations in business life was the 
time managers spent on various meetings and parties. “In Laos it was a very de-
veloped and sophisticated social life. And this I think this demanded quite a lot 
of time. The manager was visiting various parties two to three times a week – or 
at least quite often. It was self evident that he should go there. I think that a great 
part of the business contacts were taken in the social life.”  
It was also suggested that the great importance laid on socialising and on per-
sonal relations in the Laotian context might be a matter of managers striving for 
individual benefits – not so much for the benefits of the enterprise/organisation. 
“This I think is the very spur behind this behaviour. – I don’t think it depends on 
the organisation as such or because of the work tasks or so – I think it is because 
he can benefit from cultivating the right relations himself.” 
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Times they were a’changing 
The process of liberalising the Laotian economy had commenced, but just 
merely so – when the interviewees worked in Laos. This change in economic 
policies was believed to make the market orientation imperative more important 
in the future – but the road to economic liberalism was also believed to be a long 
road. And there was a strong resistance to the changes – in particular with the 
bureaucrats on a middle level, who were not too keen on loosing their influence 
and power positions.  

On the enterprise concept 

In the Swedish business context, specialisation is a means to improved effi-
ciency. There is a specialised business context, and different firms in this con-
text specialise on certain core tasks. The general idea is to develop and exploit a 
specialised competence, and to leave to others to care for auxiliary tasks – what 
they are best on.  
This general approach was questioned in the Laotian context for two major rea-
sons: the responsibility for the welfare of the employees’ welfare was wider, and 
the enterprise employing modern technology is an island of modern production 
in a sea of traditional agricultural production.  

The responsibility for the employees was wider 
The wider responsibility for the employees is part of the statutes for a state en-
terprise. The enterprise is part of the state machinery, and it is also an important 
distribution channel for state subsidised food and other necessary consumer 
goods. The enterprise provided the employees with food, with health service, 
with consumer goods via enterprise owned truck shops. It also had to care for 
the dwelling conditions of the employees – if it was not located in an urban area. 
One thing often remarked upon in the interviews was that the enterprise has to 
arrange for transports for its employees. Or else, the employees would have 
grave difficulties getting to and from the enterprise. The public transports were 
almost non-existent.  
A major problem was the supply of fresh water. The enterprise had to arrange 
for this itself. Both for its own demands and for the households of the employ-
ees. In some cases, state enterprises also provided the employees with housing 
and schooling of their children. Some Enterprises even had rice fields and cattle 
herds to supply for their employees.  
All in all, the responsibility for the welfare of the employees outside work was 
much wider than in Sweden. “The Enterprise was arranging social welfare for 
the employees. Those working for the Enterprise had quite a lot of benefits. For 
instance there was a nursery, and health care – and quite a lot of social welfare 
in general. – In Sweden the employer doesn’t need to bother much about the 
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employee’s situation outside work. The employee is expected to manage to go to 
the job by himself, and it is at the job the employer’s responsibility begins. But 
down there this is not so evident. The responsibility of the employer is wider. He 
must make sure the employee arrives at the job and that he has somewhere to 
live in the vicinity of the job.”  

The anomaly of industrial production means that an enterprise must 
embrace more functions in Laos than in Sweden 

The standard of the Laotian infrastructure is reflecting the fact that Laos was an 
agricultural society, in which self-subsistent farming is the dominant mode of 
production. The modern sector is quite insignificant. This meant that the infra-
structure is not developed to meet the needs of modern technology. As a result, 
the management of a Laotian Enterprise must take care of many matters that a 
contemporary Swedish enterprise can take for granted and rely on others to deal 
with – including much infrastructure matters.  
It also included the training of professional workers: the lack of professional 
workers is a major problem when modern technology is introduced and em-
ployed in Laos. There were no training institutions providing workers with an 
adequate training. Therefore, the enterprise had to arrange for such training it-
self.  
In short, the anomaly of industrial production in the Laotian economy means 
that an enterprise must embrace many activities a corresponding enterprise in 
Sweden can rely on other enterprises or organisations in the business environ-
ment to perform.  

The state enterprise resembled a traditional factory village 
The more extended activities of the large-scale Laotian Enterprise made it more 
similar to a traditional factory village in Sweden in the beginning of this century, 
than to a contemporary, highly specialised Swedish enterprise “It is the same as 
in the old factory villages. The society is handling these matters so badly, that 
they (the Enterprises) have to fix them themselves.” 
It was also remarked that this resemblance with a traditional factory village was 
particularly evident in cases when state enterprises had cattle herds and rice 
fields to be able to provide the employees with food.  

The manager is a factory village squire  
The Laotian top manager was suggested to resemble that of the manager of a 
factory village: he was a squire. This squire image of the manager was also evi-
dent in his social role outside work: he or she was much involved in the subor-
dinates’ social life after work. He was present at their weddings, funerals and in 
many other social events – and he was involved when they had some problems.  
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A caveat: the interest in the welfare of the employees might be some-
thing particular for aid projects 

It was also suggested that the great interest in the welfare and living conditions 
of the employees could be something particular for the Swedish aid projects, 
where money were earmarked for such purposes. If things had been left to the 
Laotians to care for, these would perhaps not bother so much. “If it had been left 
to them, they hadn’t cared. Well, they might have arranged for some kind of ex 
military personnel to take care of broken bones etc. Or giving them some medi-
cine etc. But if people had been more gravely ill, they had left them to die if they 
didn’t survive by themselves.” 
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Table 13: Guinea-Bissau in 
figures 

Sources: The New Grolier Mul-
timedia Encyclopedia, 1993,
Guinea Bissau, Faktablad 1984,
and CIA World Factbook 1992.

Area: 36,135 km2 
Population (1979): about 0,8 mil-
lion 
Annual growth (1979): 1.8 %  
Child mortality (1981): 211 per
1000 childs  
Life expectancy (1992): women 48
years; men 45 years 
Literacy (1979): 9% 
Universities (1992): none 
GNP/capita (1982): 1500 SKr  
Labour distribution (1983): Agri-
culture  90%, 
Industry, services, 
and commerce   5%, Govern-
ment   5%. 
Foreign trade (1989 est.): 
Exports:  $14.2 million 
Imports: $68.9 million 

 

CASE 4: The Management Support to the Ministry 
for Industry, SOCOTRAM, and the Folbi enterprise 
in Guinea-Bissau 
Backcloth 

Guinea-Bissau is a very small and very 
poor country on the west shore of Af-
rica. For a long time – about 500 years 
– it was a Portuguese colony, but after 
a period of struggle for independence it 
was eventually liberated in the mid 
1970ies. The former liberation 
movement PAIGC (Partido Africano 
de Independência de Guiné e Cabo 
Verde) seized power under the 
leadership of Luis Chabral in 1973. In 
1980, the present president, João 
BernardoVieira seized the power in a 
coupe d’état. 

There have been several other at-
tempted coupes after that, but Vieira 
has proven capable to remain in power. 
There have also been several conflicts 
with neighbouring Senegal and Guinea 
after the liberation, and the tension in 
the relations with these neighbours is 
still a constant threat to peace.  
During the first years of its regime, the 
PAIGC government pursued a deve-
lopment strategy based upon “con-
ventional” socialist ideas: nationalisation 
of banks, enterprises and foreign trade. 
But this strategy proved to be a failure. 
The economic development was stale-
mated and Guinea-Bissau had problems 
receiving credits from the World Bank 
and other foreign financial institutions to 
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finance its development efforts. New, more “pragmatic” economic policies 
based upon a structural adjustment and a liberalisation of the economy were 
therefore introduced in 1977 – and progressively launched in the 1980ies.  

The Portuguese inheritance 
The social and economic conditions in Guinea-Bissau after the liberation were 
very much the results of a Portuguese inheritance: hardly any colonial power has 
left any of its former colonies in such miserable condition as the Portuguese did 
with Guinea-Bissau (Rylander 1979). This inheritance is thus an important 
backcloth to the development efforts undertaken after the liberation – and to the 
Swedish support to the country.  

The extreme duality of the economy 
One permeating features of the Portuguese inheritance is the extreme duality of 
the economy. The Guinean economy is divided into two major sectors: a tradi-
tional sector, consisting of self-subsistent farmers living in small villages scat-
tered over the rural areas, and a more modern sector, primarily consisting of the 
colonial administration and a small industrial sector in the towns. Such a duality 
of the economy is common in developing countries, but in few cases it is so ex-
treme as in Guinea-Bissau at the time of liberation.  

The extremely specialised export sector 
The Portuguese administration had treated Guinea-Bissau as a supplier of raw 
material, and in particular peanuts. 70% of the export revenues came from the 
export of peanuts the time of liberation.  

The “insignificant” industrial sector 
The Portuguese had done very little to develop the domestic industry in Guinea-
Bissau. There were but a few enterprises at all in the country right after the lib-
eration – and the majority of them in the service industries. The only manufac-
turing enterprises that could be called modern were a shirt manufacturer and a 
newly established brewery. In addition to this, there were a few small sawmills, 
some bakeries, some distilleries, a small shipyard, and some other very small 
enterprises.  
Right after the independence, the Guinean government established a number 
more enterprises, but the sector was still characterised as “insignificant”. In 
1981, it employed 3.100 persons. The informal sector employed another 5.700 
persons.  
The newly established industry also proved to be rather inefficient. It used less 
than 25% of its installed capacity in 1981.  
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The trade balance deficit 
The Portuguese administration had a very small interest in developing the Gui-
nean economy. It relied on an import of all kinds of industrial goods. But the 
trade balance was basically in balance before the struggle for liberation com-
menced. The struggle changed this situation. Import increased substantially, and 
the revenues earned from the peanut-export were far from sufficient to cover this 
import.  
After the war, when the new government took over, there was therefore a sub-
stantial trade balance deficit – and this deficit has continued to be a major eco-
nomic and development problem ever since.  

The general illiteracy 
The school system during the Portuguese administration was quite underdevel-
oped. The number of places in the primary school was 10.000, whilst the num-
ber of children in school ages was about 90.000. As a result of this system, about 
90% of the population over 15 years were illiterate, and there were extremely 
few Guineans with any kind of higher education.  

The massive lack of administrative and management skills and experi-
ence 

Part of the Portuguese inheritance was also that there was an immense lack of 
administrative experience in the new-borne state after liberation. The Portuguese 
administrative system offered very few Guineans the opportunity to serve in it. 
The lack of administrative qualifications on a management level was also due to 
the general insignificance of the industrial sector. Because there were just a cou-
ple of enterprises in the entire country that could actually be called “modern” at 
the time of liberation, and this meant that there was neither much need for man-
agement skills and capabilities nor any opportunity to gather experience from 
management. 
The “inheritance” has been the source of major obstacles to the effective imple-
mentation of all Swedish aid projects in the country – something that has left the 
Swedish personnel involved with a feeling of frustration.  

The miserable communication system 
When the Portuguese left the country, they left it with a miserable communica-
tion system. It was a matter of a few roads, designed primarily for military use. 
These roads were not designed for continuous use, and even the best of the roads 
had just a thin layer of asphalt.  
The telecommunication system was also in bad shape. It was a matter of an old 
system, making all communication cumbersome and unreliable. 
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The Swedish support to the industrial sector 

The country has received Swedish aid ever since the end of the 1960ies. First, it 
was a matter of humanitarian aid and support to the PAIGC-movement. Later, 
the country has received sectorial support: support to the health sector, the 
school sector, the telecommunication sector, the fishery sector, the agricultural 
sector – and the industrial sector.  
The core projects in the Swedish support to the industrial sector have been the 
support to a brickwork, to a small shipyard, to the forest industry (including the 
support to a veneer factory), to a mechanical workshop, to a vehicle repair 
workshop, and to a foundry. 
Sweden – together with Norway – has also helped Guinea-Bissau modernise and 
develop the telecommunication system. Partly this support has been intended to 
be of benefit for the industrial sector. The objectives for the support to this sec-
tor have been (a) to improve the communication between central administration 
and regional administration, (b) to improve communication for business pur-
poses, and (c) to improve the private communications in the country. 
The policy of the Swedish aid agency has been to focus on these projects, and to 
try to make them as effective as possible. 

The emphasis on a transfer of management and administrative know-
how and knowledge 

The lack of administrative and management qualifications has been a particular 
obstacle in the efforts to develop the country. This is a reason for an emphasis 
on a transfer of management and administrative know-how in the projects sup-
ported by Swedish aid agencies. 
The main method for this transfer has been on-the-job training. Expatriate man-
agers – Latin American and Portuguese as well as Swedish – have had operative 
management tasks in the different industrial projects financed by Swedish aid 
authorities. But it has also been part of these managers’ tasks to train the local 
managers so that these can eventually take over and manage the enterprises by 
themselves. The policy has been to “phase out” the expatriate staff and to leave 
management in the hands of local managers as soon as these have acquired the 
necessary management qualifications. 

The support to the Ministry for Industry 

A strengthening of the Ministry’s for Industry administrative skills and capabili-
ties was considered a prerequisite for the effective implementation of the pro-
jects in the industrial sector. Hence, the assistance to the industrial sector also 
included advisory assistance on a Ministry level. Two Swedish industrial 
economists were employed for this task, and have worked with the Ministry dur-
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ing the 1980ies. Their prime tasks was to supervise the Swedish financed pro-
jects, but they were also expected to give the Ministry advises about the devel-
opment of the industry as a whole. 

The SOCOTRAM Enterprise 

SOCOTRAM is a state owned forestry industry, and one of the biggest and most 
important enterprises in the country. Its proper name is Sociedade de Comer-
cializacão e Transformacão de Madeiras. It was established after the liberation 
to exploit the development opportunities offered by the forest resources: the for-
est in Guinea-Bissau. The forest industry was, at that time, very little developed.  
SOCOTRAM was established to co-ordinate the sawmills and carpentries that 
already existed in the country, and to start new businesses based upon the proc-
essing of wood. It has about 600 employees and a great portion of its production 
is exported, thus adding to the much-needed export revenues. Its operations are 
divided into the following activities: felling, forest re-plantation, sawing indus-
try, parquet manufacturing, furniture manufacture, and marketing of the prod-
ucts on the national and export markets. In addition to this, there are a mainte-
nance division and a workshop. 

The Folbi Enterprise 

The Folbi enterprise is a veneer manufacture with about 200 employees. It is 
located in Buba in the southern part of the country. It is a joint venture company, 
owned by SOCOTRAM33, Bomans Faner AB and Swedefund.  
Training of the local personnel was an important part of the project from start, 
and so was the intention that most of the products should be exported, adding to 
the import revenues of the country.  
A decision was made that Swedish managers should manage the enterprise dur-
ing a first period of operations. The lack of local management qualifications was 
the main reason for this decision. In the long-run, though, the intention was that 
the Swedish involvement in management should be phased out, and the man-
agement of the enterprise should be left in the hands of local managers.  

On planning  

“It is just as important to make prognoses wherever in the world you 
are” 

When the interviewees were asked to comment upon the importance of forecast-
ing and difficulty of planning, a certain dilemma was evident in their responses. 
                                                 

33 The Swedish aid agency contributed SOCOTRAM’s share of the owner’s capital 
in the company. 
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For one thing, the interviewees appeared to be inclined to state that planning and 
forecasting are important anywhere. It is considered a prerequisite for rational 
management. One interviewee commented, for instance: “(I) think it is just as 
important to make prognoses wherever in the world you are. You must know 
what you are doing.” Hence, the “planning approach” was considered very im-
portant as a basis for proper management in Guinea-Bissau too – no matter how 
difficult it might be to introduce a proper “feeling” for planning with the local 
management staff, or how difficult it might be to actually make realistic and 
meaningful plans/forecasts in the Guinean context – and this was experienced to 
be difficult indeed.  

The long delivery times made planning even more important in 
Guinea-Bissau 

It was also remarked that the delivery times were much longer in Guinea-Bissau 
than in Sweden. What was a matter of picking up the receiver back in Sweden 
and ordering something that was received almost instantly was – in the Guinean 
case – often a matter of months’ waiting for deliverance. This was suggested to 
make planning and forecasting even more important in Guinea-Bissau than in 
Sweden.  
The anomaly of industrial production in the Guinean economy was a major rea-
son for these long delivery times. There was no local network of suppliers and 
service firms, but spare-parts and many other necessities for the production 
equipment had to be imported from abroad. Such a network of suppliers had not 
evolved because of the insignificance of the industrial sector in the Guinean 
economy. This implied long delivery times due to long transports. 
The lack of foreign exchange and the bureaucracy that followed from this was 
another reason for the long time it took to import anything from abroad. The 
foreign currency was heavily rationed, and the need was very big. In the SIDA 
sponsored projects this problem was cared for by earmarking part of the financ-
ing for import support precisely for the import of spare-parts etc. It was sug-
gested that the problem must be considered to be even bigger in indigenous pro-
jects and for “normal” Guinean enterprises.  

The lack of reliable data and statistics made the planning approach 
questionable 

A major reason to question the planning approach in Guinea-Bissau was the 
much higher uncertainty, and a major reason for this greater uncertainty was the 
general lack of reliable data and statistics.  
The anomaly of industrial production in the Guinean economy and the general 
“insignificance” of the industrial sector can be regarded as a major reason for 
this lack. In a country like Sweden, a great amount of data and statistics has 
been compiled and assessed over the years. But in Guinea-Bissau, everything 
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was still so new. There was not the same amount of historical data and experi-
ence available to the planner – neither on society level nor on enterprise level. 
Even very fundamental data, like the total amount of forest available for the for-
estry industry, was quite uncertain. This made planning and forecasting much 
more of a guesswork in Guinea-Bissau than in Sweden. Investing a lot of time 
and energy in planning and forecasting was, for that reason, not experienced as 
very meaningful – plans and forecasts were seldom fulfilled anyhow. 
The “insignificance” of the industrial sector also meant that every new project 
changed conditions much. The history and the data and statistics compiled were 
of little relevance for the future for this reason. This also included the market 
situation. Guinea-Bissau changed from war conditions, when the policy of the 
liberation movement had been to cut off the towns and the modern sector in 
these from the supply from the rural areas. The economy had become more-or-
less stalemated for these reasons – the activities in the existing sawmills were, 
for instance, more-or-less closed down. In the post-liberation era, everything 
changed in sudden steps. New enterprises were established and the demand 
changed drastically.  
On the enterprise level, production capacity was also changing quickly and in 
sudden steps. For instance because of changes in the manpower skills and capa-
bilities in the enterprises: people were sent abroad for professional training, and 
when they came back they had acquired much needed qualifications. 

Figures received from central authorities were not reliable 
The Guinean economy was centrally planned, and this made the decisions of the 
central authorities very important. It also meant that enterprise management was 
provided with figures from the central authorities for forecasting and planning, 
including figures on the availability of raw material, fuel, machinery, spare-parts 
etc. It was experienced that these figures received from above were quite unreli-
able, and this was mentioned as an important source of uncertainty. It was also 
suggested that this was the result of a lack of “feeling” for sound planning at a 
Ministry level. But also that the authorities were doing just like the enterprise 
management: lacking reliable data for the planning, they had to guess.  
The interviewees had also experienced that the central authorities could make 
decisions that had important consequences for the enterprise without informing 
enterprise management, and obviously not considering the consequences for the 
single enterprise.  

The uncertain supply of raw material and other necessary inputs 
The uncertainty of the supply of raw material and other necessary inputs was 
mentioned as a particular source of uncertainty. The anomaly of the industrial 
sector and the extreme scarcity of hard currency were two reasons for this uncer-
tainty.  
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The anomaly of industrial production and the general insignificance of the in-
dustrial sector meant that there was no local network of suppliers to turn to when 
something broke down or was needed for other reasons. The enterprises were 
depending on the import of spare-parts, tools and other commodities needed for 
the operations. The lack of hard currency made this dependency particularly dif-
ficult, since the need was so immense and the single enterprise could never be 
quite certain that it was allocated the currency needed for necessary import. The 
supply of even the most essential inputs was therefore very uncertain.  
An input that was both very essential and uncertain was diesel. Apart from the 
need for fuel for the vehicles, all electricity was produced with diesel. This die-
sel had to be imported, and since the country is very poor, the import of diesel 
wasn’t guaranteed. It was experienced that the entire operations had to stop for 
two months at one occasion due to a lack of diesel in the country.  
The supply of timber for the operations was also quite uncertain (both SOCO-
TRAM and Folbi were established to process wood from the forest). One reason 
for this was suggested to be that there was a fundamental conflict between the 
need for the local farmers, and the need for a supply of timber for the enterprise. 
The local farmers were burning down the forest to get new acres to grow on, and 
new fields for the cattle to grass from. Very often this burning was not stopped 
in time, but more land than necessary was burned.  
The inefficiency and unreliability of the work in the forests was also a problem. 
Part of the Swedish support to the forest sector went to the improvement of fell-
ing methods and transport facilities in the forest, but the unreliability-problem 
remained a major obstacle to the effective operations in the SOCOTRAM or-
ganisation anyhow.  

The political instability 
The political instability was mentioned as a source of uncertainty. For one thing, 
the Guinean government had not worked out any precise development strategy – 
at least in the beginning of the post-liberation period – and as a result there was 
a general uncertainty concerning the support on the project level.  
The government might also be overthrown, and the new regime could have very 
different ideas about how business should be conducted. The coup d’état in the 
beginning of the 1980ies made this uncertainty evident. The new regime first 
focused on the development of the rural sector in an attempt to make the country 
self-sufficient with foodstuffs. The industry sector was more-or-less abolished in 
the development policy pursued. But after but a short period, the policy was 
changed again, and the enterprises’ management felt that the government tried to 
make sure that the projects in this sector were supplied with raw-material, fuel 
and other necessities for their operations again.  
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The unreliable infrastructure was a constant source of uncertainty 
Another reason why forecasting and planning was more uncertain in Guinea-
Bissau, was that the infrastructure did not work as smoothly and efficiently as in 
Sweden. The supply of raw material and other things often did not reach the fac-
tory as planned because of problems with the transports.  
For industries located in the rural areas, like many of the sawmills, the unreli-
ability of the telecommunications added to the problem. When something broke 
down, the sawmill could be standing still for long periods – as long as it took for 
someone to travel to the capital and back to buy whatever was needed – if it was 
available in the country at all. 

The high and unpredictable absence 
The absence from work was experienced to be much higher and much more un-
predictable in Guinea-Bissau than back home in Sweden. A supervisor had to 
calculate with a much greater variation in the labour force. One of the interview-
ees was mentioning a variation of between 50 and 100 persons in the organisa-
tion where he had been working.  
One reason for this absence was suggested to be the great importance of the 
family. People were often absent from the work for family reasons.  
In particular, the importance and duration of funerals was observed to result in 
much absence. But there were also many other social events within the network 
of social relations that the single employees had an obligation to attend to – and 
which were very important to him/her.´”The family is very important to them. 
The family is much more important - partly because the supply of food is organ-
ised in such a way and the security when one is growing old is working this way 
- if one doesn’t have any children or close relatives who take care of one in the 
old ages - well, then one starves to death. - We have a social security, they don’t 
have at all. It is the family which is the social security. And this means that fu-
nerals, weddings, feasts and everything like that have much greater importance, 
and that one spends much more time on it. One simply cannot avoid this.” 
Another reason mentioned was the insufficiency of wages and salaries of all 
state employees – including managers and employees in the organisations where 
the Swedish managers had worked. Even if the employees were provided with 
some food and other commodities by the enterprise, they were still in almost 
desperate need for an additional income. It was mentioned that some industrious 
people could earn some extras by fishing, or by cutting grass for roofing. But the 
most common method was to have a private homestead. This homestead, and 
what happened there had very high priority in the lives of the managers and em-
ployees alike: what happened there was often of higher priority than work in the 
enterprises. Hence, people often stayed home working on their own homestead 
instead of going to work in the factories or in the forest – the absence was par-
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ticularly high at harvest season. “It also has to do with the extra work. With a 
farm which they are running beside the job. They stay home working with this 
instead of going to the work. - This may coincide with the most urgent reporting  
periods. What they have back home may have higher priority. - This is definitely 
a problem. There isn’t the same stability as back here, where everybody goes to 
the job. Except the very few who are sick. I guess that a supervisor down there is 
calculating with plus minus 20%. There may be a variation between 50 and 100 
persons in the factory.” 
A third reason mentioned for the absence problem was the frequent maladies – 
for instance malaria.  

The climate is causing uncertainty 
The climate was also a factor causing uncertainty. It wasn’t the same moderate 
changes in weather conditions people are used to in the industrialised countries, 
but the changes could be very drastic, making the continuing of activities practi-
cally impossible for a period.  

The seller’s market conditions reduced the need for forecasting 
In another vein, it was remarked that planning and forecasting was not very im-
portant because the market demand was much bigger than the production. The 
enterprise could sell all it manufactured on the domestic market without much 
effort. And in such a situation, forecasting was suggested to be perceived to be 
unnecessary by the local staff.  

It was quite another thing on the world market 
A general ambition behind the establishment of the enterprises where the Swed-
ish managers had worked was that a certain quota of the production should be 
exported. An important reason for this was the deficit in the trade balance and 
the extreme lack of foreign currency that followed.  
When the export market is considered, a couple of the interviewees stated that 
this was very different from the domestic market. The factory had to adapt to the 
conditions on this market to a much higher extent. And then forecasting and 
planning became more important. But one of the interviewees also maintained 
that exporting did not pose any problems either. After a couple of years, during 
which the SOCOTRAM enterprise had been quite unknown in the surrounding 
countries, things had changed. More and more customers from neighbouring 
countries were coming to the enterprise to buy the products, and the enterprise 
had no problem finding buyers abroad. 
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Management of authority relations was a very important managerial 
task 

A third reason to question the planning approach in Guinea-Bissau was the cen-
tral planning system and the great dependency on the “visible hand” of the cen-
tral authorities that followed. The decisions of the Central Planning Committee 
and the authorities are very important for the activities of the single enterprise. 
In particular, the supply of fuel and the allocation of hard currency for the im-
port of spare-parts and other necessities were mentioned as matters that were in 
the hands of the central authorities. Considering this importance of the central 
authorities, it might be more important for the efficiency of operations to estab-
lish and maintain good relations with these than to make plans – and in particu-
larly since there was a seller’s market. 

The image of time is different 
Planning and the image of time are very related. Planning is a matter of looking 
into the future. This means that the image of time is of importance for the atti-
tude to planning. Differences in this image were not mentioned directly in the 
comments to the difficulties of introducing and implanting a “planning ap-
proach” with the local staff. Yet, a difference in this respect surfaced in two par-
ticular situations: differences in the attitude to punctuality and to preventive 
maintenance. 

The local managers and employees lacked the “feeling” for punctuality 
The locals – managers and employees alike – were experienced to lack the feel-
ing for punctuality, and this made the Swedish managers quite annoyed. It re-
sulted in a lot of waiting, and this was considered a waste of time. But it was 
also suggested that the local staff did not see the lack of punctuality in the same 
way. The Guineans were supposed to be used to the lack of punctuality and to 
have adapted to it. “Of course it is a problem, but I don’t think they experience it 
to be a great problem down there. It is just like that. There aren’t very many who 
arrives to a meeting in time. They arrive at any time, and the wrong day or not at 
all. It is the whites who are in time, and the locals arrive whenever it suits them. 
So one usually starts within an hour after the time decided upon. - But since this 
is more or less accepted, I don’t think it is experienced to be a big problem by 
those down there. Even though it is.” 
The interviewees also mentioned a number of conditions in the Guinean context 
that made this lack of feeling for punctuality with the local staff understandable. 
For one thing, it was suggested that the lack of punctuality might be a conse-
quence of the anomaly and insignificance of the industrial sector. Punctuality is 
very important in the industry, where the need for coordinating of activities is so 
central to the efficiency of operations. In a traditional, agriculturally dominated 
economy, punctuality might not be such a big deal. It can be important to know 
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approximately when it is time to sow and to harvest, but it might not be so very 
important – and not even possible – to do these activities at a precise point in 
time. “To a Swede this is a problem. We are quite programmed here: we have 
calendars which we use to decide about meetings with different people. And 
people are in time and there are no problems at all. - But down there one could 
decide to do something at a certain time. But half a day – or eve a hole day – 
may pass and a certain person might not turn up. But I don’t think this is such a 
big problem to a Guinean manager. Because they are so used to this, and to the 
fact that so much might occur. I think they feel they have the time to wait. I 
think it is more difficult to us expatriates than it is to the local managers.” 
For another thing it was experienced that the unreliable communications in the 
country made it practically impossible to know exactly when someone would 
arrive to a meeting – and if that someone would arrive at all. This was suggested 
to be detrimental to a proper “feeling” for punctuality 
The lack of punctuality was also suggested to be a result of the need for an addi-
tional income. The homestead had higher priority than the ordinary job. Hence, 
the employees could stay home to attend to it even during very intense periods at 
work, and they might be forced to attend to the homestead in the first place – 
with the consequence that they might be late for meetings and for job.  
The great importance of the (enlarged) family was yet another reason mentioned 
for the lack of “feeling” for punctuality. What happened in the family was be-
lieved to mean much more to the single employee than what happened at work. 
In Sweden this is very important. We spend the whole day on the job. But I also 
think it depends on the fact that we haven’t so good social relations after work. 
We have no enlarged families where we have close and good relations and in 
which we live. Not like the Africans, to whom the family or the friends are very 
important. - It was much more important what happened in the family or to the 
friends; if they were ill, or if they died, or if they were marrying etc., than what 
happened at the job.  
This importance of the family and tribe relations was suggested to be deeply 
embedded in the minds and thoughts of the Guineans – with important, and 
sometimes devastating, effects for the efficiency of the operations.  
Finally, it was experienced that the lack of punctuality sometimes appeared to be 
a way of showing status and importance. It was observed that the most important 
persons came last to a meeting. One of the interviewees had also experienced 
how a minister deliberately let a SIDA delegation sit and wait in an adjacent 
room whilst others were allowed to approach him – even though the time of ap-
pointment with the SIDA delegation was overdue. The interviewee had experi-
enced this as an obvious demonstration of power.  
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The lack of “feeling” for preventive maintenance 
A difference in the image of time can also be traced in the observed difference 
in the attitude to preventive maintenance. The local management staff was ex-
perienced to lack the proper “feeling” for the maintenance of machines, and this 
sometimes had quite serious consequences for the efficiency of the entire opera-
tions. There were for instance many stops because machines were not greased 
properly.  
It was suggested that this difference in attitude to regular maintenance, and to 
preventive maintenance, might be a matter of differences in the way future 
events were perceived: breakdowns were real first when they actually occur. But 
it was also suggested that the differences might be a matter of the lack of indus-
trial tradition and experience: people did not realise the importance of mainte-
nance simply because they had not experienced what might happen if no such 
maintenance was carried out.They have no industrial experience in the country. 
They haven’t got the feeling for industrial work. If you just consider the situa-
tion in a garage: the guys could be instructed several times, and they could have 
practised and practised and practised. Still they could twist a nut the wrong way 
etc. And in the saw mills they don’t have the feeling for dimensions and for 
grades. They may also run a machine without greasing it as they are supposed 
to. Many times there are stops because of this. - And because of wrong tensions 
of the saw bands - there are incredible number of saw bands which have broken 
for that reason. 

On decision-making in general 

The perfect rationality ideal rests upon a model of decision-making as making 
clear the goal, gathering information about all alternatives’ all consequences, 
and then selecting the alternative that is best according to the goals. Implicit in 
the model is also that all decision-making shall be made in the name and interest 
of the employer. This implicit assumption is questioned in the Guinean context 
for several reasons.  

Decisions were made in the interests of the family and the tribe – and 
friends 

The importance of the family and the tribe was experienced to be very big in 
Guinea-Bissau. This is also a reason to question the implicit assumption that 
managerial decision-making is always made in the best interest of the organisa-
tion managed. The assumption can, of course, be questioned in a country like 
Sweden too, but the greater importance of family relations and tribe relations in 
Guinea-Bissau made it even more questionable there.  
It was, for instance, experienced that a manager responsible for recruiting started 
employing relatives and tribe fellowmen on a grand scale. Ministers and high 
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officials likewise often arranged for their wives and other relatives to be em-
ployed by the enterprises under their jurisdiction. An evident result of this “so-
cial pressure” on the managers of the enterprises was an abundance of employ-
ees. A consequence of the importance of tribalism and family-affiliation is that 
there is an abundance of employees. Because of the tribalism and family af-
filiations there is always an abundance of people in the enterprises We tried too 
reduce it. But this was hard. During the last few years we succeeded to put a 
stop to new employments. But I guess that if there is a vacancy, the family rela-
tions are many times most important.  
Several of the employees on the payroll were also experienced to be employed 
only on the paper: they hardly ever turned up at work. 
It was also experienced that the tribal background mattered much when ar-
guments were presented: a Guinean did not readily oppose to what a fellow 
tribesman said.  
The importance of personal relations outside work was also commented upon. 
Decision-makers, including the managers of the enterprise, were members of 
networks of personal relations. The loyalty to friends within these networks was 
very important to a decision-maker. One of the interviewees is referring to the 
concept of “friendship corruption” to describe the situation. The existence of 
such “friendship corruption” was made evident in cases when someone on a 
high position was dismissed of. Then many of his friends on lower positions 
were dismissed too – and replaced with persons belonging to another network.  

The need for an additional income was a constant threat to decision-
making rationality 

The low salaries paid to state employees – including the managers of state en-
terprises like SOCOTRAM and Folbi made them eager to earn an additional in-
come. This is another reason to question the assumption that managers (always) 
made decisions in the best interest of the organisation they were set to manage. 
It was experienced that the local managers did not make a sharp distinction be-
tween the enterprise’s affairs and resources and their own. The scarcity of re-
sources and the problem of acquiring spare-parts etc. from abroad also added to 
the temptation to use the enterprise’s resources also in the private enterprise.  

The corruption factor 
It was experienced that corruption was very common in Guinea-Bissau. A major 
reason for this was suggested to be the need for an additional income: it was a 
means to earn some extras. As such, corruption could be considered rational 
from a personal point of view – but irrational from an enterprise or a national 
point of view. It was also experienced that the Guineans themselves did not ap-
pear to consider corruption to very negative. Rather, it was seen as a normal and 
natural aspect of social and economic life: people did not even try to hide it.  
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The income received from corruption could be quite substantial, compared with 
the ordinary income. A General Manager earned perhaps 500 SKr per month. 
“But occasionally they earned about 10.000 or so through corruption one month 
– without blinking.” Thus, there is reason to believe that corruption is a major 
distortion to rational managerial decision-making. “They mixed their private 
economy and the economy of Socotram. I got the impression that the managers 
down there considered the company to be their property. They didn’t consider 
themselves as employed by a State enterprise, but they saw it as their company, 
and they didn’t need to be so considerate. The enterprise purchased several cars, 
which the managers used privately, but the maintenance and spare-parts etc. to 
these cars were paid for by the enterprise.”  

The lack of reliable data and information 
Another part of the rationality model, is the gathering of information about op-
tions open in decision-making. An implicit assumption is that there exist reliable 
information to gather, but this assumption could be questioned in Guinea-
Bissau. The anomaly of industrial production meant that there was not much his-
torical data to rely on, and the available information was very uncertain – for the 
same reasons as when it comes to information for planning purposes. This made 
decision-making very much a guesswork – more so than in Sweden. 

“The prime goal is to make the superior content”  
In a centrally planned economy like Guinea-Bissau’s, much of the figures used 
in decision-making are provided by central authorities. This includes figures for 
availability of spare-parts, fuel, machinery etc. The Swedish managers experi-
enced that these figures were often quite uncertain and unrealistic, but it was 
also experienced that the Guinean managers did not appear to be very keen on 
questioning figures received from the superior authorities. They were rather 
treated as “facts”, no matter if they were evidently wrong. This was suggested to 
be related to the attitude to authorities in general in Guinea-Bissau.  
The authoritarian management style and the power of superiors were also sug-
gested to lead to another consequence which diminished the rationality of deci-
sion-making in Guinea-Bissau: managers and sub-managers made decisions in-
tended to make superiors content rather than to be rational in an economic sense. 

On the appropriate management style 

A manager who is not authoritarian in Guinea-Bissau is considered 
weak 

The democratic leadership ideal is a core normative message conveyed in mod-
ern management training. A participative management style is regarded as more 
effective and appropriate than an authoritarian management style.  
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The Swedish managers had problems to get a commitment for a democractic-
participative management style in Guinea-Bissau. The Guinean image of author-
ity was quite different. A manager who was not authoritarian was considered 
weak and the general manager of SOCOTRAM during the period when the in-
terviewees worked there was very authoritarian in his management behaviour. 
Management was very much a matter of orders and directives, and very little 
participating with personnel on lower echelons in the organisation. Another part 
of the management behaviour that was remarked upon, was that the manager 
appeared to come and go as it pleased him. He was not committed to time 
agreements, but did as he wished to a great extent.  
It was also experienced that the employees, in fact, expected a rather authoritar-
ian management behaviour – and to know best. “They expect you to know eve-
rything. And they want a clear answer when they ask about something. In Swe-
den we discuss a lot - the development has led to this. I think it gives a good im-
pression if you can give them a straight answer when they ask something. That’s 
my experience.” It was also experienced that a manager could bye-pass anyone 
in the managerial hierarchy below him, and those bye-passed did not oppose to 
this.  
The role of the subordinates, on the other hand, was experienced to be very ser-
vile. It was part of the system that they were “licking superiors and kicking sub-
ordinates,” as one of the interviewees put it.  

The manager was a factory village squire 
The management role was resembled with that of the traditional squire in the old 
factory village at the dawn of industrialisation in Sweden. He was endowed with 
many of the status symbols of such a squire: a big house, several servants etc. 
These symbols signified a more authoritarian management position, and the 
mere existence of the symbols was also suggested to mean that the manager 
more-or-less automatically became more authoritarian.  
“I think it is sort of old Swedish “factory village-spirit“. The GM is often pro-
vided with a fancy house and lots of servants etc. - all of which the enterprise is 
paying for. And then I guess it follows that he automatically becomes more au-
thoritarian. But something speaking against this is that they are relatives. All of 
them are brothers and sisters or relatives in some other way. But according to 
what I have observed, they are more authoritarian.”  

A “white collar syndrome “ added to the authoritarian management 
style 

The attitude to work – and manual work in particular – was experienced to be 
rather negative, and administrative work held in great esteem. There was a 
“white collar syndrome” that had a permeating impact on management behav-
iour. The positive consequence of this syndrome was that people were keen on 
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acquiring formal training, but the negative consequence was that those with a 
formal training considered themselves too “fine” to do anything practical in the 
enterprise. People with formal training were described as “sitting there in a 
white shirt and with long fingernails” – the latter a traditional symbol showing 
that a person is not obliged to do anything practical with his hands. Thus, the 
white-collar syndrome fostered an aloof and authoritarian management style. 
“He who has received an education is sitting there in a white shirt and with long 
finger nails. He consider himself too ‘fine’ to do anything. - A manager down 
there didn’t ever touch something dirty or worked physically. He just walked 
around observing things. I have observed situations when it was required that 
somebody acted to prevent something from happening - a log rotating in a crane 
etc. - and a manager just stood there looking at it and waited for someone to 
come and do something - without even thinking of interfering with things him-
self. Not like we do; spontaneously acting even if it is not part of our official 
duties. - But this kind of spontaneous actions I never observed. They were very 
conscious about their positions.”  
There were also more practical and evident obstacles to the introduction of a 
participative and democratic management style in Guinea-Bissau. 

The lack of skills and capabilities made a directive management style 
inevitable 

An obvious obstacle to a participative management behaviour in Guinea-Bissau 
was the immense lack of industrial experience and all kinds of industry related 
qualifications. This lack is a common developing country problem, but it was 
also made particularly grave by the Portuguese inheritance that Guinea-Bissau is 
suffering from. 
Part of the Portuguese inheritance was an underdeveloped school system, with 
very few opportunities for the Guineans to acquire even basic education – not to 
talk about more advanced training. 90% of the population were illiterates as a 
result of this system, and even if the new regime tried to improve the situation, 
the problem with wide spread illiteracy remained also in the post liberation pe-
riod (the rate of drop-outs from school is very big also in an African perspective, 
and the lack of personnel with adequate training for teaching purposes is a prob-
lem that Guinea-Bissau is still suffering from.) Even if the illiteracy is most 
widespread in the rural areas, it was also a major problem in the enterprises – 
and for management. In an assessment of who amongst the employees in the ve-
neer factory were suitable for management training, it was found out that only 
50% of the employees could actually read and write, and that many had difficul-
ties with the most elementary mathematics. “They weren’t capable of doing the 
most simple multiplication and additions. And they cannot write or read. It is so 
very fundamental it can be.”  
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This made it difficult to work with written directives – something that is central 
to modern industrial production and in particular to process industry. “In Guinea 
Bissau this is a big problem. This is obvious from the manpower development 
plan which was undertaken by SIDA. Very many of them needed to learn to 
read and write. And in particular the older ones. It is a problem when you try to 
introduce a process industry, this implies some kind of system for giving written 
orders about what shall be produced. They must at least be able to read to know 
what to do. And to be able to keep a record. And they must be able to read 
manuals when they shall work with more sophisticated equipment.“ 
Many employees were also experienced to be incapable of reading instructions 
and manuals for tools and machinery. It was, for instance, remarked that it re-
sulted in bad maintenance and handling of machinery in the veneer factory. It 
also implies that management must be more controlling and that delegation of 
work tasks may be hindered. The manager cannot delegate planning tasks to the 
subordinates, neither can he give just rough directives, relying on the skills and 
capabilities of the subordinates. He has to make the planning is detail, and also 
supervise work in detail. 
Another part of the Portuguese inheritance was that the industrial sector in 
Guinea-Bissau was very small – it was described as “insignificant” in the econ-
omy as a whole. There were very few industrial enterprises in the country prior 
to the liberation, and even if the new regime tried to establish more industrial 
projects in the era that followed, the sector remained very small. This meant that 
there was a vast lack of industrial experience in the country – including the kind 
of general industrial tradition children in an industrialised society more-or-less 
automatically acquires during their infancy – by growing up in an environment 
filled with technical gadgets. “When people come to the industry, there is not 
the built in knowledge our children have acquired ever since the infancy. Our 
children play with mechanical toys, and when they grow up they have motorcy-
cles and maintain and mend these. - They haven’t ever done something like that 
in the poor country down there. So that kind of mechanical knowledge they ha-
ven’t acquired. They have been playing with sticks and with hoops. - The whole 
society is so very much poorer, that there aren’t these learning processes we 
have free. - The society is very, very poor from a mechanical point of view.”  
This lack of industrial tradition and experience was considered a fundamental 
problem with consequences for very many aspects of the entire aid project. It 
was a matter of problems on a very elementary level: how to work with a span-
ner for example, or how other tools and machinery shall be handled and main-
tained. One of the interviewees commented that “One cannot explain how a 
chain saw works if they don’t know anything about combustion engines.” 
It is difficult to explain to people how things function if they haven’t got the ba-
sic knowledge. For example, one cannot explain how a chain saw functions if 
they don’t know anything about combustion engines: how petrol is gasified etc. 
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And that oil and petrol shall be mixed, and that there shall be three percentages 
of oil and the rest petrol. - It may be just anything. Simply because they don’t 
know what the instructor is talking about.  

The importance of the family and the tribe made a more controlling 
management style inevitable 

The efficiency of delegation rests upon the loyalty of subordinates – that they 
are loyal “organisation men” that do not misuse the discretion delegated to them. 
There are at least two major reasons to question this implicit assumption in 
Guinea-Bissau.  
One reason mentioned was the great importance of the family and the tribe. The 
loyalty to the family, the tribe and the social network outside work was experi-
enced to overshadow the loyalty to the enterprise. This called for much more 
supervision and control than what is the case in a Swedish enterprise – and it 
was a major obstacle to the pursuing of a maximum delegation policy.  
The situation when a Personal Manager started employing his relatives and 
Tribe fellowmen on a grand scale was mentioned as an evident example of how 
the loyalty to the Family and the Tribe overshadows the loyalty to the enterprise. 
The “friendship corruption” mentioned as an important part of social and eco-
nomic life in Guinea-Bissau was also of great importance in this context.  

The great need for an additional income made a more controlling 
management style inevitable 

The other major reason to question the loyalty-assumption is the great need for 
an additional income. Managers and employees alike were paid very small sala-
ries and wages as state employees, and they were therefore eagerly looking for 
some way to add to the income received.  
This resulted in a substantial filching of tools and equipment – something that 
was particularly problematic since so much of the filched goods had to be im-
ported from abroad, with long delivery times and uncertainty about the financing 
of the import. So, if some essential gadget was lost, this caused problems a long 
time. “But they are also stolen very much by the personnel. During the time I 
was there many persons were fired for this reason. - Whole sets of tools could 
disappear, and chain-saws etc. And this is making things difficult, because it is 
hard to replace such things. It takes months to import them. Especially with the 
high inflation. The reason for this was partly that the wages were so low. But it 
was also that they wanted a higher standard. For instance, they wanted to have 
the opportunity to go to Portugal. And then they had to find out some way to 
earn the extra money required. - But they might also need money to afford to 
send their kids to the school. People living on the countryside had to send their 
kids to Bissau, and they often had to have a house there. And this costs in-
credible amounts of money.” 
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Managers on all levels were also experienced to embezzle or otherwise use 
company resources for private purposes. Apart from the need for an additional 
income, this habit was also explainable because of the general lack of commodi-
ties on the Guinean market. The temptation was great since the opportunities to 
acquire the goods were so limited outside aid projects endowed with financial 
resources to import the goods. 

On motivating and incentives 

According to the Maslowian message, monetary rewards are not enough to moti-
vate the employees to do a good job. The needs for belongingness and for rec-
ognition are strong motivators that management must take into account when it 
manages – including the design of the incentive scheme. But when the impor-
tance of social relations at work in the Guinean organisations – and the manag-
ers’ involvement in these – were commented upon, a dilemma was evident. For 
one thing, some of the interviewees were inclined to contend that social relations 
at work are important anywhere – indicating the impact of the Maslowian mes-
sage, but it was also stated that there were certain conditions in Guinea-Bissau 
that made these relations of less importance there than in Sweden. 

People were queuing for a job 
It was experienced that the manager did not need to bother much about relations 
at work since there was such an un(der)employment. “They didn’t need to spend 
energy on this part (the relations with the subordinates). Because there were lots 
of people who wanted a job.” 

“They are not helped by a pat on the shoulder” 
The Maslowian message rests upon two implicit assumptions: (a) that the em-
ployees have the most basic needs satisfactory fulfilled, and that (b) that they are 
“”organisation men””, i.e. that work has a central position in their lives and that 
they try to satisfy their needs at work to a great extent. Both of these assump-
tions are questioned in the Guinean context for different reasons.  
One reason was that the general poverty made material rewards of much higher 
importance in Guinea-Bissau than they are in Sweden. The poverty meant that 
the employees urgently needed all kinds of material rewards. Commenting on 
the importance of social relations at work, one of the interviewees concluded 
that “they are not helped by a pat on the shoulder”, but the employees needed 
something more substantial – something that really added to their living condi-
tions. “I think this is very important, since it is the only thing one can help peo-
ple with. They are not helped by a pat on the shoulder. If they in any way can 
get something extra, they value this very high. It is very simple: if you haven’t 
anything to live on, it means a lot if you get something extra.” An incentive sys-
tem had to be designed with this in mind to be effective. 
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 Wages and salaries were too low to live on 
It was also suggested that the importance of social relations at work was lower 
in Guinea-Bissau than in Sweden. A reason for this was suggested to be the gen-
eral insufficiency of wages and salaries. The employees and managers were paid 
according to a scheme decided upon by central authorities, and the wages and 
salaries paid according to this scheme were so low that the managers and em-
ployees could hardly live on them. This made a need for an additional income a 
salient element in the local work-ethos, and it was suggested, “they didn’t have 
time to engage in social relations at work.” 

The importance of the homestead overshadowed the loyalty to the 
enterprise 

An important way to add to the income was to have a small plot of land or a 
farm back home, from which they could receive foodstuff for their living. The 
“income” received in this way was often of more importance for the single em-
ployee than the income from the work – and this did, of course, have important 
consequences for work motivation and discipline. It was commented “the job 
wasn’t as sacred as here.” The employees were absent to a much higher extent 
than that in Sweden and the work discipline was generally inferior compared 
with in that Sweden. The job wasn’t sacred in the same way as it is here. They 
could be absent and it didn’t matter. - And there was also quite a different ab-
sence, compared with here. - And not the same discipline concerning the work.  
A basic reason for this was suggested to be the wages. Trading with produces 
from the cultivation back home was more rewarding. The wife could sell some 
mango on the market – and in a few minutes she had earned a month’s wage – 
“and everyone who didn’t have any employment grew something or raised some 
chickens. This was just as profitable as working in the industry.” In such a situa-
tion, it was not considered strange that the employees did not have the same loy-
alty to work, and that the work discipline was much inferior than in Sweden. To 
provide for the support of their families, the employees couldn’t afford investing 
too much involvement in “ordinary” work. They had to attend to their home-
steads to get enough food for survival and simply did not have the time to con-
centrate on ordinary work.  
They also took ‘French Leaves’ to tend to their cultivations. For instance, I had a 
team working with a nursery. And many times they run off to attend to their pri-
vate cultivations.  
It also meant that the employees were often quite exhausted and tired at work, 
since they had to work double “shifts”: one with the enterprise and one at the 
private homestead.  
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The importance of the family and the tribe 
Another reason to question the “organisation man” assumption was the great 
importance of the family and the tribe in the Guinean socio-economic context. It 
was in the bosom of the family and the tribe the employee lived his “real” life, 
and what happened there was believed to be much more important than what 
happened at work. This was where managers and employees were living their 
“real life” – to a greater extent than in Sweden, where the work is what provides 
the employee with his status and belongingness in the social web of the society. 
In Guinea-Bissau, the industrial enterprise is still very much an anomaly in so-
cial life.  
A major reason for the importance of the family relations was suggested to be 
the lack of a national social security system: it was the family, the relatives and 
the tribe that offered social security for the single individual. But the social secu-
rity-aspect of the family and tribe relations was just one aspect: family and 
friendship relations were suggested to be the very basis of social and economic 
life. The state and the economic system had not developed into the impersonal 
“machinery” it is in the Western market economies, but most relations were ob-
served to be very personal to their character. 

The lack of commodities on the market, and the importance of pay-
ment in kind 

There was a general scarcity of commodities on the Guinean market, and this 
was experienced to have important consequences for the involvement in work – 
and for the design of an effective incentive scheme. 
The dominating mode of production was self-subsiding peasantry. The peasantry 
sector was quite inefficient – a hoe and wooden shovel cultivation that produced 
just a small surplus. Prices were also set centrally – and with devastating effects 
on the supply of most foodstuffs. The central authorities were interested in keep-
ing the prices low, and this has made the peasants not very inclined to produce a 
surplus.  
As a result there was a general lack of commodities on the market. In particular, 
there was a lack of rice. This also meant that monetary rewards were of little 
importance, because “there is nothing you can buy for money. And the currency 
is worthless. With the money there is, one could buy all commodities there are 
several times around. There is a scarcity of goods, not of money. There isn’t 
much to buy.” 
It was also suggested that the scarcity of resources on the market contributed to 
the low involvement in work. “It is hard to give them an incitement to go to the 
job. Because there is nothing to buy with the money they earn. To a great extent 
you work for the money, but if there is nothing to buy for them, then ...”  
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The general lack of commodities on the market was also the basis for an exten-
sive barter and black market activity. People were trading with whatever com-
modities they could spare or get their hands on, and this trading activity occu-
pied much to the time and mind of the employees. On the other hand: the gen-
eral scarcity of everything on the market also made the “payment in kind” very 
important. The enterprise provided the employees with rice at subsidised prices, 
and it also provided the employees with a variety of other necessities.  

The bonus-system discussion 
The efficiency of operations in the Guinean enterprises was very low. The low 
wages and salaries, and the fact that the employees couldn’t increase their ordi-
nary income from the enterprise by working harder, was a major reason for this: 
people were simply not motivated to work hard, since this did not pay. There 
had been a prolonged discussion amongst the Swedish managers that some kind 
of bonus system was needed to promote the involvement in work – and in the 
extension the efficiency of the operations. But it was also experienced that there 
was a resistance from the Guinean authorities in this respect. It was suggested 
that this resistance could be explained by the bad financial situation of both the 
company and the Guinean state. 

On marketing 

According to the market orientation imperative, the viability of the organisation 
is depending on the correct assessment of the “markets” demands and wishes. 
“The customer is the King” is a well-known expression for this market orienta-
tion imperative, and it is up to the management to “read” and interpret the mar-
ket demand – and to make sure that organisational activities are designed to 
meet that demand. It is by satisfying the market demand an enterprise receives 
the necessary support for its survival. An implicit assumption is that there exists 
a competition for the customer’s money. Other enterprises compete for the same 
money that the single enterprise needs for its survival – and it is only through 
being sensitive to the customers’ wishes and demands the manager can guaran-
tee the viability of the enterprise managed.  
There were evident reasons to question the rationality of this implicit assump-
tion in Guinea-Bissau. 

It was a seller’s market 
Both Folbi and SOCOTRAM had monopoly positions in the domestic market. 
They were state enterprises established to exploit the forest resources in the 
country. None of them had any problem finding customers for their products. 
Rather, the customers were queuing for the products. Primarily, it was a matter 
of the type of products manufactured. Because there was a great domestic de-
mand for construction material – and also a great demand in the neighbouring 
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countries. “Hence we didn’t need to spend much time on this. – Well, in the be-
ginning, before it was known that we had a steady production and that they 
could rely on delivery, we had to spend some time on the marketing. But once 
this was clear, I don’t think we had to spend very much time on this.”  

“..., but they must adapt to the world market conditions” 
The establishment of industrial enterprises was part of the development policy 
aimed at reducing the Balance of Trade deficit – which was part of the Portu-
guese inheritance. Enterprises established should either reduce the need for im-
port, or be exporting to acquire the urgently needed foreign currency. It was 
therefore part of the goals for the enterprises that a certain quota of the produc-
tion should be exported. 
When the export market is considered, a couple of the interviewees stated that 
this was very different from the domestic market. The competition was sug-
gested to be much tougher on the world market, and the factory had to adapt to 
the conditions on this market to a much higher extent. This was also suggested 
to make a sensibility to market demands inevitable.  
One of the interviewees maintained, however, that exporting was not very prob-
lematic either, because the demand from the surrounding countries was very big. 
After a couple of years when the enterprise had been quite unknown on this 
market and marketing on the export market had been problematic, things had 
changed. An increasing number of customers were coming from the neighbour-
ing countries to the enterprise to buy the products, and there were no problem 
marketing the factory’s products.  

The management of authority relations demanded much attention 
The Guinean economy was centrally planned. This meant that the enterprise was 
depending very much on decisions made on a central level, and also on decision 
made on a regional level. “One had to discuss quite a lot with them. There are 
ministers in the regions etc. With fancy titles etc. And one had to be very polite 
to these or one had problems with the operations.” Much attention was therefore 
spent on relations with authorities on all levels – they were the important and 
powerful stakeholders.  

… including the management of relations with the bureaucrazy 
The Guinean bureaucracy was very “developed”. One interviewee with experi-
ences from various developing countries concluded “This is valid for all the de-
veloping countries I have been to: Mozambique, Tanzania, Ethiopia and Guinea-
Bissau. It is the same thing everywhere. The amount of forms to fill in is in-
credible. But I think Guinea-Bissau is the worst of them in this respect.” It was 
mentioned that a routine errand in a bank office could take a whole day, while 
the same errand was a matter of seconds in Sweden. Every official matter was 
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also demanding certain stamps. Partly this was a state finance matter: the fees 
acquired from stamps amounted to a substantial part of the state revenues. But it 
was also suggested that it might be a matter of the formal training. “People ha-
ven’t got very much education, but they think they look educated if they hold a 
paper in their hands. I think a lot of papers are generated just for this reason. 
That’s my impression. “ 
In particular the long time it took for the bureaucrats to deal with matters of im-
port was mentioned. This meant that it took very long time to receive spare-parts 
and other goods that had to be imported from abroad – goods that were urgently 
needed for the effective production. The management therefore had to pay much 
attention to bureaucratic matters.  
One of the interviewees had an opposite image of the Guinean bureaucracy. He 
was quite impressed with the efficiency of it. And in particular he was impressed 
by the lack of bribes in the system. Still, he also believed that this positive image 
was a consequence of the aid-character of the project. It might be something else 
for a businessman, who has to adapt to local customs. 
“In general I was quite impressed by the speed of the bureaucracy in Guinea 
Bissau. It is the first country I have visited where things are fixed within a day 
or so. Almost anything could be fixed very quickly; private matters as well as 
company-matters. There are very many stamps which are needed, but it worked 
out very smoothly. If they said that a paper would be ready the next day at two 
o’clock, it was! It was the first time I have experienced this in a developing 
country. - And one didn’t need to bribe them. Being a foreigner and an aid pro-
ject-official I guess one was considered immune to any demands for bribes. But 
I guess it was a different thing if one came there to do business. Then I guess 
one must adapt to the local customs, including bribery. “ 

The “personalisation” of business relations 
The importance of personal relations was another matter mentioned. The num-
ber of important decision-makers in the state hierarchy was quite small. This 
meant that decision-makers knew one another in person, and it also meant that 
they could turn to one another for assistance in a very informal way, if needed. 
“The country is pretty small, and that is an advantage since the bureaucracy 
doesn’t work. All such things work very badly. It is much more relations than 
bureaucracy. The nomenclature is very, very small. Everybody knows every-
body. And this makes things easy.”  
Establishing a network of relations with important decision-makers is therefore a 
core managerial task. It provides the means to influence decision-making on a 
central level, and it is also a way of “smoothening” the bureaucratic machinery. 
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The corruption factor 
Bribes were experienced to be a rather common art of Guinean economic and 
social life. “Everyone who had some kind of position in the society tried to ex-
ploit this.” Keeping stakeholders satisfied, and making things work smoothly, 
was therefore very much a matter of providing with bribes of various kinds. Of-
ten it was a matter of “petty corruption”, like small gifts of toothpaste, cigarettes 
etc. But it might also be a matter of bigger “contributions”. It was mentioned 
that the income from bribes could amount to years’ ordinary salaries/wages.  
The central planning system meant an opportunity for corruption. One of the 
interviewees complained about this, but he also stated that it was impossible to 
avoid giving bribes if the operations were to be effective. “One was applying for 
a licence to cut a certain amount of cubic metres, and then one made a planning 
for a cutting on an even rate during a certain period until the rains came. But 
then this just happened, that they came and just forbade us to cut. And an inves-
tigation was to be undertaken – and investigations take quite a long time in these 
countries. – I.e., investigations take plenty of time – unless one is paying to 
speed things up. And there are plenty of people involved. There are so many in-
stances so it is difficult to know exactly who shall have a favour.”  

The need for an additional income was the root of corruption 
Bribes were considered a more-or-less inevitable result of the small salaries paid 
to state employees and state officials. These salaries were not sufficient to live a 
decent life on. The fact that the families were very large added to the problem. 
Because there were plenty of persons to support with the small wages and sala-
ries. Hence, people tried to find some way to earn some extras.  
Corruption was considered to be one way to earn the much-needed additional 
income – and it was also quite accepted as such. People knew that the salaries of 
state employees were very small, therefore it wasn’t considered very wrong that 
they tried to earn some extras by taking bribes.  
Some Guineans even earned a fortune from bribing. People in leading positions 
could have an official salary of around 500 SKr a month. Still, they could afford 
to have fancy cars, houses in Portugal etc. And this was just not reconcilable un-
less they also earned quite a substantial additional income from bribing. “The 
fundamental reason was, of course, that they have such scarce living conditions. 
You know; there is no one who has a high salary. In a legal way. They have to 
acquire things in some other way. There are those who are quite well off. But 
they don’t live on their salaries. There is no possibility they can live a good life 
on their salaries. They have to be adepts in the art of living to be able to live on 
their wages and salaries.” 
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The importance of the family and the tribe – and friends 
The importance of the family, the tribe and the friends was also mentioned as a 
reason for the corruption. “I didn’t experience any ordinary corruption. But 
friendship corruption was very developed. It was total so to speak. If someone 
was allowed to come in to sell something, or send something, or make a long 
distance call, the one who let him in expected help with something else later – 
for instance with petrol to the car. If one let oneself get involved with this sys-
tem one really got stuck in it. – It was incredibly well developed. One helped 
one’s relatives and friends. With jobs, contracts and so on.”  

Bribery was no problem to the Guineans ...  
The bribing factor was not believed to be a major problem to the Guineans 
themselves. The Guinean manager was part of the system himself, and knew 
how to deal with the bribes – and he can also benefit from it himself –”everyone 
with a position tried to exploit this”.  
“We are talking about two different things: how it is to the local manager and 
how it is to the adviser. To the adviser it is a problem since he must be very 
careful when he is trying to change things. Advancing step by step. Not trying to 
change the entire system at once. The local managers are used to the system. 
And they aren’t very keen on changing it. - And then, when a foreign expert is 
engaged in such a project to be assisting manager, it isn’t very easy for him. He 
is part of a system when he is supposed to improve the enterprise. I think one 
must be aware of this.”  

... but it is a major problem to a Swedish manager/advisor 
At the very same time, the bribing factor was also suggested to be a problem to 
the expatriate manager – for two reasons:  
For one thing, it was a problem for an expatriate manager hired by SIDA to be a 
manager in Guinea-Bissau. Because bribing was not permitted in a SIDA spon-
sored projects, even though it was part of the normal business game in the coun-
try. It was also observed that this had led to problems at some occasions. The 
Swedish managers had not met the expectations of local people with power to 
obstruct the enterprise’s operations. Hence, operations had also been obstructed. 
A couple of the interviewees also believed that things would have worked 
smoother if a certain bribing had been allowed. “If you are working in the sys-
tem, and know it, you just have to spend some money in the right places to make 
things work. And then it is no problem to you. But if you don’t play that game 
the smallest errand is a problem. Just passing the customs can be incredibly dif-
ficult. They may make things bloody difficult for you.”  
If it was a matter of a private Swedish enterprise doing business, a Swedish 
manager just had to devote him self to it. One must work in this way to make 
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things work at all. I know about some construction-companies, and they were 
just forced to work in this way. But during the time I was there, I never let my-
self get involved in it - but it is also very possible that one can do less in this 
way. I think all Scandinavians tried to stay out of it. - But of course: one may 
discuss whether it is corruption to help them acquire tooth paste etc. to a lower 
price than what they could buy it for themselves.  
For another thing, bribing was suggested to be a problem from a macro-
economic point of view, since it made the whole economic system less effective. 
“But that’s on a high, theoretical level.”  

On the enterprise concept 

The Guinean enterprise resembled the traditional factory village 
The enterprises in Guinea-Bissau were resembled with the traditional factory 
village at the time of industrialisation in Sweden. They were “societies within 
the society”, embracing many activities that are delegated to other organisations 
and to authorities in Sweden.  
One major reason for this may be derived from the anomaly of industrial pro-
duction in Guinea-Bissau – in the same way as the anomaly of industrial produc-
tion made the factory villages the state of art of organising and enterprising in 
the break of industrialisation in Sweden.  
The industrial sector in Guinea-Bissau was quite insignificant, even though the 
government – with the help from abroad – had attempted to develop and expand 
the sector. As a result, the surrounding society had not been “industrialised” ei-
ther – meaning that there is not the kind of supportive environment that is taken-
for-granted by management in Sweden.  
Partly it was a matter of an infrastructure that was not designed to meet the de-
mands of industrial production. This made it necessary for the enterprise to care 
for many functions itself that a corresponding Swedish can delegate to other en-
terprises and organisations in the environment. 
One aspect of the Portuguese inheritance was an underdeveloped road net, with 
just a few trunk roads, designed primarily for military purposes. They were not 
appropriate for the kind of continuing transport a modern industrial enterprise - 
and in particular a forest enterprise – is relying on. This made transports a major 
managerial problem. The lack of financial resources of the road authorities also 
made it inevitable that the enterprise was involved in road construction and 
maintenance to a much higher extent than a Swedish enterprise normally is. 
Adding to this was that the forestry enterprises possessed heavy machines and 
modern tools, and that there was a general scarcity of such things in Guinea-
Bissau. This meant that the enterprises almost automatically became engaged in 
road construction.  
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The lack of a reliable system for power supply was another major managerial 
problem. The public grid was not reliable enough for a modern industrial enter-
prise. Therefore, “almost every consumer had to buy his own generators and 
produce his own electricity. “  
All in all, an enterprise had to be quite self-reliant in Guinea-Bissau, simply be-
cause there was no supportive environment to rely on. This had grave conse-
quences for managerial work. “Most of time, the manager is occupied with prac-
tical problem – urgent, practical problem. It is much more practical work. One 
must be more self-supporting down there: the infrastructure is so very rudimen-
tary. – They cannot go to the road authorities to talk about the bad conditions of 
a certain road. When one is facing the problem that a bridge is flushed away or 
that a road doesn’t exist, one must deal with the problem oneself. – And about 
the electric power: you couldn’t rely on the centrally distributed electricity. Al-
most every consumer had to buy his own generators and produce his own elec-
tricity. – One may have to acquire rice for the employees, because they are 
starving. And if they do, it doesn’t matter whether there is any timber or not at 
the saw: first of all, one must acquire rice. – Or there may not be any water in 
the well, and what shall we do then. – We have an infrastructure, which is sup-
ported by lots of institutions and organisations. These provide us with service 
for our activities. We are much more specialised in our part of the world. We 
can deal with the things we are good at.”  

The lack of specialised service firms 
The lack of specialised suppliers and service firms meant that the enterprise 
must take care of many functions itself, which a corresponding enterprise in 
Sweden would have delegated to other firms and organisations just by lifting the 
receiver.  

The lack of skilled workers and craftsmen  
Another thing remarked about was the lack of skilled workers and craftsmen. 
This was yet another part of the Portuguese inheritance: the education sector was 
very underdeveloped and quite inappropriate for the need of modern industry. 
This lack of skilled workers in Guinea-Bissau was suggested to add to the enter-
prise’s tasks: it had to train its employees itself to meet its own demand of dif-
ferent professions. “There was no problem recruiting a number of employees. 
But then there is the matter of the quality. – Recruiting people to manual work 
was no problem. But there were not many that knew something. One had to 
chose someone who appeared educable and teach them how to sharpen saw-
blades and handle the diesel power plant and to saw and to drive a truck and to 
handle a chain saw: a lot of training was needed.”  
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The responsibility for the welfare of the employees is bigger in Guinea-
Bissau 

An important reason for the factory village resemblance was also that the enter-
prise had a wider responsibility for its employees. 

… including supplying with food 
The enterprises’ involvement in the welfare of the employees was bigger in 
Guinea-Bissau than in Sweden. The enterprise was an important part of the dis-
tributions system for subsidised goods, like rice and other foodstuffs.  
Partly, this can be seen as a result of the anomaly of industrial production: the 
distribution system has not evolved to fit the demands of a population spending 
their working days in the industry, and buying whatever they need for their sur-
vival on the market outside factory gates. Rather, the basis for the economy is a 
self-subsistent peasantry, producing but a small surplus – that was insufficient 
for the needs of the “modern sector” in towns at the time of independence and in 
the period that followed: the economic aim of the government is to make the 
country self-sufficient with foodstuffs, but it was still an importer of such. The 
policy to keep prices on foodstuff low added to the problems of pursuing such a 
policy: the peasants were simply not motivated to produce a surplus.  
Because of the lack of foodstuffs and other commodities on the market, the en-
terprise had to make sure that the employees were supplied with such necessi-
ties. Both by providing rice allowances and with other supplies that were diffi-
cult to receive otherwise, and also by running a canteen, where the employees 
could get a meal during work hours. Work efficiency was otherwise suffering: 
the workers simply did not work very well if they were starving.  
Acquiring food was not a simple task also for the management. Hence, this task 
took a lot of management time and energy. “A large part of the wages is paid in 
kind: rice, food etc. And acquiring this takes a lot of time for the manager. And 
fixing diesel etc. And dealing with the transfer of money. – One must spend 
much of the time to such nuisances. “ 

… health care 
The enterprise provided its employees with health care through a dispensary, 
where the employees could get medicines and first aid.  

… housing  
The enterprise provided (some of) the employees with housing. And with water 
and electricity for the households. “One of the sawmills was situated in a small 
village. And there was no infrastructure even in a Guinea-Bissauan meaning: 
there were just a few huts. Hence, the enterprise had been forced to build what 
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might be called ‘bachelor houses’. I.e. they erected a few huts with small rooms 
in.”  

… and transports 
There were no public transports that could be relied upon. Hence, the enterprise 
must arrange for transport of the employees to and from the enterprise – or else 
the problems of arriving at the factory in time could endanger the efficiency of 
the operations. 

A caveat: “But if it hadn’t been a foreign project, the manager 
wouldn’t bother” 

Some interviewees were emphasising that the responsibility for the welfare of 
the employees might be an aid-project matter. It was suggested that management 
would not bother much about the living conditions of the subordinates if it were 
not for the fact that the donors of funds for the projects had earmarked money 
for this purpose. In particular, the building of houses for the employees was 
mentioned to be a particularity for aid projects. “In that case the manager is 
forced to build houses for the employees. But if it hadn’t been a foreign project, 
the manager wouldn’t bother.” 
The same thing goes for the enterprise’s involvement in road construction. A 
“normal” enterprise wouldn’t bother much about the conditions of the roads. 
Roads are not very important to them. “In general it wasn’t very important with 
the roads, they managed to move around anyhow.” 
The only reason why a “normal” enterprise would bother about the condition of 
the roads would be that it has to have a supply of raw material. And this is also 
the reason why the veneer factory has engaged in some road construction. But in 
aid projects, it is common that there are certain sums allocated to the improve-
ment of the infrastructure. Hence, it is common that exceptionally much time 
and energy is spent on such matters in enterprises that are aid financed. 
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Area: 147,900 km2 
Population (1992 est.): 3,878,150;  
Annual growth of population (1991):
3,4%  
Distribution (1988): 59% urban, 41%
rural. 
GDP (1991 est.): $1.6 billion; $425
per capita. 
Life expectancy (1992): women 66;
men 60. 
Infant mortality (1992): 57 per 1,000
live births  
Literacy (1986): 74% of adult popu-
lation.  
Universities (1988): 4. 
Labour distribution (1987): 
 Services  43%;  
Agriculture  44%;  
Industry  13%. 
Foreign trade (1991 est.):  
Imports $738 million 
Exports $342 million 

CASE 5: The reconstruction assistance given to the 
Inmine organisation (Nicaragua) 
Backcloth 

Nicaragua is a small Latin American 
country, with a population of almost 
four million. It was established as a 
separate state in the middle of last 
century when the Central American 
Federation dissolved. Its history since 
is very violent and turbulent, with 
prolonged civil wars, revolutions, and 
foreign military intervention in 
politics.  
During the following decades, two 
periods of civil war dominated social, 
political and economic life and 
development in the country.  
The first of these civil wars was the 
struggle against the Somoza regime in 
the 1970ies. This struggle ended in a 
revolution in 1978-79 when a socialist 
movement seized power and Somoza 
had to flee the country together with 
his allies. This movement was the 
Sandinistas. It immediately attempted 
to turn Nicaragua into a Socialist 
society, with a centrally planned 
economy, a large public sector, state-
owned banks, insurance companies, 
and foreign trade organisations. It also 
attempted to increase the welfare of 
the “the great masses” through major 
investments in the health sector and 
the education sector. Furthermore, it 
pursued a policy of “cheap food for 
the people” through price regulations 
and subsidising of basic food.  
Almost immediately after the Sandinista take-over, an armed opposition was 
established. The kernel of this opposition was the Contra movement, which op-

Table 14: Nicaragua in figures 
Source: The New Grolier Multimedia
Encyclopedia, 1993 and USA CIA
World Fact Book 1990. 
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erated from bases in Honduras, and which received financial and tactical support 
from the USA.  
The Contras commenced their warfare against the Sandinista government in the 
beginning of the 1980ies. First, it was a matter of single guerrilla attacks carried 
out by small units, but the struggle increased in intensity during most of the 
1980ies. After just a couple of years, it had developed into regular warfare with 
large Contra units operating deep in Nicaraguan territory. 1986 was the peak 
year in this Contra war. After this year the war decreased somewhat in intensity. 
A major contributing fact was that the financial support from the USA was re-
duced substantially. A seize-fire agreement was negotiated in 1989, and this 
marked the end of the Contra war. The political development in the country 
could take a new turn.  
The Sandinistas movement committed itself to political democracy as well as to 
Socialism from the start. A couple of general elections were also held in the 
1980ies, and the Sandinistas won both of them. This was interpreted as a support 
for the policies pursued. But in the general election of 1991, the Sandinistas sur-
prisingly lost, and a right wing opposition coalition called UNO took over the 
leadership of the country. The Chamorro government was installed the year after 
the elections in a relatively peaceful way, and it immediately started to liberalise 
the economy again, including a privatisation of the nationalised sector, that is 
still going on.  
Today, the political situation in Nicaragua is quite peaceful. Hopefully, the vio-
lent tradition of civil war as an expression of political antagonism has been bro-
ken and normal democracy introduced. When the Chamorro government came 
to power, this also marked the end of the US hostility against Nicaragua. The 
economic future is less gloomy now than it appeared in the last part of the 
1980ies. Macro-economic disequilibria are reduced and Nicaragua can start de-
velop its economy under peace conditions. 

The Economic Development in the Sandinista era 
When the Sandinistas came to power in 1979, the Nicaraguan economy was in a 
rather miserable condition. The economy, as well as the country at large, had 
suffered much from the civil war. Apart from the costs in human lives, there had 
been a massive destruction of material resources. A UN commission estimated 
the cost of direct damages caused by the war to be $500 million; the World 
Bank came to the figure of $250. No matter what the best estimate was, it must 
be concluded that the destruction of material resources was large – in particular 
for a poor country like Nicaragua.  
The productivity in the economy had also fallen much in the revolutionary 
years: GDP was reduced by 8 percent in 1978, and another 26 percent in 1979 
(de Vylder 1986). But optimism was great with the new government that the 
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economy would rapidly recuperate. The assumption was that there was an unex-
ploited capacity in both the agriculture and the industrial sector. This unex-
ploited capacity would be better utilised once the situation was normalised and 
stabilised in post-revolutionary Nicaragua. It was also believed that Nicaragua 
would receive financial support from abroad in its reconstruction of the econ-
omy. The new government had quite a lot of goodwill, due to the bad reputation 
of the Somoza regime – that had been a very corrupt and ruthless regime.  

The nationalisation programme 
The Sandinista government immediately started pursuing “traditional” socialis-
tic policies after the revolution. A Plan Ministry was established to be responsi-
ble for the development of the Nicaraguan economy, and the allocation of re-
sources in the economy. A large share of the economy was nationalised and 
turned into a public sector called Area de Propriedad del Pueblo (APP). The 
kernel of this sector consisted of what used to be Somozan owned agricultural 
and industrial enterprises, the bank and insurance sectors and foreign trade en-
terprises. The nationalisation process proceeded relatively frictionless, because 
there was a general demand with the anti-Somozan opposition – also in right 
wing circles – that Somozan property should be confiscated after the revolution. 
The nationalisation of this property was also free of cost. A number of non-
Somozan enterprises were also nationalised and added to the APP. Compen-
sation agreements were negotiated with the owners of these enterprises, banks, 
insurance companies etc. This was, for instance the case with the enterprises in 
the mining sector. But then it turned out that the compensation-agreements even-
tually could not be fulfilled by the Sandinista government, due to bad finances in 
the 1980ies.  
Major improvements of the health sector and the education sector were key ele-
ments in the Sandinista policy carried out after the revolution. A “cheap food for 
the people” policy was another key policy pursued (Aguilar 1989). This meant 
price controls on a great number of consumer goods, and subsidies to farms and 
other producers of base food and base commodities.  
A tax reform was also introduced, with the double intent to both increase fiscal 
revenues and making the tax system fairer.  

The intended development strategy 
The Sandinista government designed a strategy in three phases for the rehabilita-
tion of the economy: 1979-80 was the “catastrophe phase”. The goal was to 
overcome the gravest consequences of the civil war, and to initiate economic 
activities again. 1980-82 was the “revitalisation phase”. The goal was to in-
crease productivity by increasing total demand in the economy. The increased 
demand was expected to come from massive public spending in the first place. 
Agriculture and industry were also provided with cheap credits through the na-
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tionalised bank sector in order to stimulate productive investments. 1982-83 was 
planned to be a “consolidation phase”. During this phase a more restrictive eco-
nomic policy was to be pursued. After 1984, the rehabilitation process was 
planned to be ended, and the economy to be in a state of normality. Any real de-
velopment of the economy was expected to occur first after this year and on-
wards. 

SNOTS 
A wage and salary system was designed centrally. The basic idea was to guaran-
tee fairness, but also to guarantee that the lowest paid should be able to live on 
their wages or salaries.  
This system, called SNOTS (Sistema Nacional de Organizacion de Trabaljo y 
Salarios) was primarily designed for state employees, but the private sector was 
also obliged to use the system. It classified all jobs and occupations in the coun-
try in 39 different categories. Each employment category had a minimal and 
maximal salary/wage assigned. (Aguilar 1989) 

Macro economic imbalances began to grow 
During the first years of Sandinista government of Nicaragua, the development 
policy appeared to be quite successful. The economy seemed to recuperate as 
planned and large amounts of credits were granted from abroad. Then things 
started to change, however. Both internal and external imbalances started to 
grow rather than to diminish – with important consequences for the economic 
development in general. Productivity commenced a declining trend – which was 
going to continue during the entire Sandinista epoch in Nicaraguan politics.  

The state budget deficit 
One major macroeconomic imbalance was the state budget deficit. The Sandini-
sta government was far too optimistic about the poor Nicaraguan state’s possi-
bilities to finance the ambitious policies it attempted to carry out. Part of the 
problem was that the more restrictive economic policy planned to be carried out 
during the “consolidation phase” never took place. Both finance and monetary 
policy remained expansive. The extensive administration implied by the central 
planning system, the extension of the health and education sectors, and the sub-
sidising of credits and commodities put fiscal expenditures on a level that the 
fiscal revenues could not cover.  
Another, and even more important reason for the state budget deficit in the 
longer run, was that the Nicaraguan economy rapidly turned into a war econ-
omy. The Contra activities grew in intensity. In 1983, the war had reached the 
status of regular warfare, with large troops on both sides. The Sandinistas built 
up the largest army in the region, and an increasing part of the state expenditures 
went to the defence against the Contras. The high priority of the defence also 
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made public spending out of control in practice – and fiscal revenues suffered 
from the devastating effect the war had on the business climate in the country. In 
particular, it made all economic activities on the countryside dangerous and un-
certain. A major share of the most productive labour force in the country was 
also mobilised in the fighting against the Contras – as well as in the fighting in 
the Contra troops.  

The trade balance deficit 
The other major imbalance was the trade balance deficit. Imports and exports 
had been in balance till the end of the 1970ies. But a deficit occurred during the 
revolutionary years 1978-79, and this deficit grew bigger and bigger during the 
Sandinista epoch. The export revenues decreased continuously, and could no 
longer pay for the import. A major reason for this negative development was, of 
course, the civil war. This hampered all economic activities in the country, in-
cluding the production in the export sector. But the decreasing export revenues 
were also a matter of decreasing terms of trade for Nicaraguan export commodi-
ties.  
A separate problem was the failure of the Central American Common Market 
(CACM) in the 1980ies. This Common Market had been established in the 
1960ies to promote intra-regional trade. It also flourished for a while. The intra-
regional trade increased, and Nicaragua was able to take advantage of this trade. 
In particular, Nicaragua developed an industrial sector of non-insignificant size 
– an industrial sector that was geared to the demand in the CACM. But in the 
1980ies, the CACM trade was reduced drastically – not least for Nicaragua. The 
major reasons for this were the general political unrest in the region, and that 
Nicaragua successively built up large arrears in banks and companies in the 
neighbouring countries.  
The reduction in the CACM trade made the Nicaraguan industry suffer in par-
ticular. The inter-regional trade was combined with a certain extent of protec-
tionism, and when Nicaraguan industrial goods had to meet the competition on a 
market without this protectionism, it turned out that they lacked much “tradabil-
ity”.  

The American trade embargo added to the problems 
The US administration pursued an anti-Sandinsta policy during the entire Sand-
inista epoch in Nicaraguan politics. This policy included a trade embargo as well 
as a support of the Contra movement. The Nicaraguan foreign trade suffered 
much from this embargo. The US market was traditionally very important for 
Nicaraguan export. Now this market vanished and Nicaraguan firms had to find 
other markets and other suppliers abroad. To a certain extent, they also suc-
ceeded with this – but to inferior terms, and with troubles. This also meant that 
the pattern in Nicaraguan foreign affairs changed quite a lot during the 1980ies. 
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In particular, the planned economies in East Europe, including the Soviet Union, 
became major trade partners for Nicaragua.  

The debt burden 
The increasing arrears in foreign banks and with foreign companies grew all the 
time. There were simply not enough export proceeds to pay for the import 
needed. Nicaragua also received much credits from – primarily – the Soviet Un-
ion and the East European states. Together this meant that Nicaragua built up an 
increasing debt burden that demanded increasing shares of the GDP. In the end 
of the decade, this debt burden was recognised to be practically unmanageable – 
and a major obstacle to all economic development of the country (Behar and 
Lundahl 1995).  

The inflation increased drastically 
Inflation had been quite insignificant in the Nicaraguan economy till the revolu-
tionary years at the end of the 1970ies. But then it commenced to be an impor-
tant part of business climate in Nicaragua – and it successively rose to higher 
and higher levels.  
The growing state budget deficit was an important reason for this development. 
Basically, the government financed the deficit simply by printing more money. 
With a growing state budget deficit, this resulted in an inflation that soon 
reached alarming levels.  
In the end of the 1980ies, the inflation was the major economic problem for the 
Nicaraguan government. It had reached the level of hyperinflation, and such in-
flation has a devastating effect on the economy in any country where it occurs. 
Nicaraguan economy was, in fact, on the verge of total collapse.  

The lack of foreign currency 
The trade balance deficit, and the growing difficulties of receiving new credits 
led to a severe scarcity of foreign currency in Nicaraguan economy. This had 
major negative consequences for the productivity since it restricted the possibili-
ties to import necessary spare-parts and inputs to the agriculture, industry and 
infrastructure in Nicaragua very much. It is reported that a major share of the 
Nicaraguan industry was standing idle or was operating far below its installed 
capacity due to the lack of spare-parts and necessary inputs in the last part of the 
1980ies.  

Structural adjustment commences 
In the end of the 1980ies, the Structural imbalances were so big, that the gov-
ernment simply had to do something, or the economy would collapse. In particu-
lar the hyperinflation threatened to destroy the Nicaraguan economy. In this 
situation, the Sandinista government embarked upon the road to structural ad-
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justment. The first attempt was made in 1986, and this package of structural ad-
justment policies was then renewed and successively extended in a way that 
clearly countered traditional Sandinista policies. Major elements of these pack-
ages were attempts to reduce public spending and devaluations of the Nicara-
guan currency so the course should better reflect its market value.  
The continuing Contra war was an obstacle to all attempts to reduce public 
spending, but in 1989, a seize-fire agreement was finally reached with the Con-
tra leadership. This made it possible to improve the control over the state fi-
nances. 
The Chamorro government, that came to power in the beginning of the 1990ies, 
first stated that everything was the fault of the Sandinistas, and that all problems 
should vanish once one had got rid of all Sandinistas in the administration and 
bureaucracy. But it was soon found out that problems were far deeper than that – 
and that they could do no better than to continue on the embarked way. After the 
change of political power, Nicaragua is also in a much better position than be-
fore to come to terms with its economic problems. The large army has been 
drastically reduced in number – and in costs – and the hostility from the US ad-
ministration has vanished. Foreign credits have been re-negotiated, and much 
better terms have been obtained. The future looks much brighter for Nicaragua 
today, even though any real development of the economy has not yet occurred.  

Swedish assistance to Nicaragua 

Swedish assistance to Nicaragua commenced in 1979, right after the revolution. 
During the first couple of years, the assistance was primarily devoted to the 
health sector, but in 1981, the Swedish government decided to make Nicaragua 
one of the “programme countries” in Swedish aid policy. Nicaragua was to re-
ceive aid on a long-term basis, and Sweden should also help the Nicaraguan 
government rehabilitate the economy and develop it. 
The Swedish development aid has been primarily devoted to the forestry and the 
mining sectors. The general idea is that these are two sectors where Sweden has 
a strong resource basis: Sweden has a long tradition and much know-how in 
both these sectors.  

The importance of the mining sector 
The largest sector in the Nicaraguan economy is the manufacturing sector (37 
percent of GDP), followed by commerce (26 percent) and agriculture (22 per-
cent) Mining is a relatively small sector (1 percent). But mining is very impor-
tant as a source of export revenues. On average, it contributed 5 percent of total 
export revenues during the 1980ies (Carlsson 1991) 
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The INMINE organisation 

When the mining sector was nationalised in 1979, a state-owned holding com-
pany called Instituto Nicaraguense de la Mineira (INMINE) was established to 
be responsible for all mining activities in the country, including geological sur-
veys as well as mining operations. The INMINE organisation had the status of a 
governmental body, and its costs were covered via the state budget. The export 
revenues from the sale of minerals went straight into the Central Bank.  
In 1988, INMINE was turned into a parastatal mining concern: Corporacion 
Nicaraguense de Minas – still abbreviated INMINE. This concern embraces 17 
different subsidiaries, including four major goldmines and a number of enter-
prises extracting and processing other minerals – chalk, sand etc. It also includes 
companies for procurement and for geological survey activities.  
The number of employees in the INMINE concern is rather big in Nicaraguan 
terms. It employs about 3000 employees – but this is a poor measure of the 
“real” size of the operations. The turnover is about $15 million, and a corre-
sponding company in Europe and North America would employ much less peo-
ple – one of the interviewees mentioned a figure of about 150 to 200 employees.  

Swedish aid went primarily to the rehabilitation of El Limón and La 
Libertad 

There are four major gold mines in the INMINE organisation. Two of these are 
situated in the Western part of the country, not very far from Managua. These 
are the El Limón and La Libertad mines. The other two mines are Bonanza and 
Siuna, which are located to the eastern part of the country. The latter two mines 
were heavily afflicted by the war, and production was on a very low level in the 
1980ies.  
The Swedish assistance to the Nicaraguan mining sector went primarily to the 
rehabilitation of El Limón and La Libertad. It was judged that the logistic prob-
lems and the risks connected with mining operations in the war afflicted areas in 
the east made assistance to all four gold mines out of question. 
The assistance commenced in 1981 with a prospecting project. The objective 
was to find out if there were ore reserves sufficient for a sustained mineral pro-
duction in the El Limón and La Libertad mines. A Swedish consultant firm; 
Svenska Geologiska AB (SGAB) was contracted for the implementation of the 
aid. 
The prospecting carried out showed that there were sufficient ore reserves avail-
able in the vicinity of the mines, and this justified an extended assistance to the 
mines. The objective for this extended assistance was to rehabilitate, rationalise 
and expand the mining operations of the two mines. SGAB was contracted also 
for the implementation of this extended assistance project. 
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The most important elements of the support to the mines have been (i) the re-
construction and expansion of the beneficiaries at El Limón and La Libertad, (ii) 
the revitalisation of the larger of the two underground mines at El Limón and the 
open pit mine there, and (iii) the construction of a new maintenance work shop 
at El Limón. Quite a lot of machinery, spare-parts and equipment in general 
have also been donated as part of the rehabilitation of the mines.  

The transfer of knowledge programme 

Nicaragua suffered much from a massive “brain drain” during and after the 
revolution in 1978-79. People with any kind of higher education and profes-
sional qualifications fled the country. Partly because they had been employed in 
the Somoza system and feared what would come, partly because the wanted a 
more promising future than that Nicaragua offered. This resulted in a major ca-
pability problem in the Nicaraguan economy.  
The mines suffered particularly much from this “brain drain”. Prior to the revo-
lution in 1978-79, El Limón and La Libertad had been owned by North Ameri-
can companies. The majority of managers and technicians in the mines had also 
been expatriates. When the revolution took place, most of the expatriates left the 
country and the Nicaraguan government was forced to appoint new and quite 
inexperienced managers to manage the operations. This was a reason to put 
much emphasis upon a transfer of knowledge as part of the rehabilitation pro-
gramme. Such a transfer of knowledge was considered necessary and fundamen-
tal to the attempt to make the mines more effective and productive.  
Personnel from INMINE were sent to Sweden and other countries for various 
kinds of mining related courses, and in particular for courses on an academic 
level at the University of Luleå. 
A transfer of management knowledge programme was a separate part of the as-
sistance to the INMINE organisation. Within the programme, a management 
course was organised. The organisation that was hired for that course was a 
well-known consultant organisation from the region. It used Latin American 
teachers with a professional management training acquired in the USA. About 
40 managers from the INMINE concern participated in that course. 
But the main method for the transferring of management knowledge was “on-
the-job” training. Experienced Swedish managers were hired by SGAB to work 
together with Nicaraguan counterparts, assisting them in daily work and giving 
them advises. SGAB had 18 different managers involved in doing this job over 
the years. A Swedish management consultant firm in the mining industry – Ac-
tor AB – was contracted to design this programme and to draw out the outlines 
of the knowledge to be transferred.  
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Development of productivity in the mines 
During the first part of the 1980ies, gold production in Nicaragua showed a de-
creasing trend. War conditions heavily afflicted mining operations in the two 
mines in the East, and the productivity in the El Limón mine also decreased sub-
stantially. The production in the La Libertad mine was kept fairly stable over the 
years.  
The declining trend began to be reversed in 1985. Production began to increase, 
much due to increased productivity in the two Swedish supported mines: in the 
beginning of the 1980ies, El Limón and La Libertad stood for half the national 
production of gold. This share increased from 1985. In 1988, they stood for 78 
percent (Carlsson 1991).  

Cessation of Swedish assistance 
A cessation of the Swedish support after 1992 – including a “phasing out” of 
modern management knowledge advisors – was planned for in an agreement of 
1989. This decision was speeded up by the events following the general election 
in October 1990, when the opposition coalition – the Democratic Front (UNO) – 
came to power. This resulted in political and economic turmoil in the country. 
Strikes took place in the mines as part of that turmoil. The miners supported the 
Sandinista government, and protested against the outcome of the election in that 
way.  
The new government was also very anti-Sandinista, and attempted to eliminate 
all Sandinista elements in administration and economy. This included the re-
placement of the entire top management echelon in the INMINE company.  
As a result, the INMINE concern showed great losses, and this was considered 
to threaten the efficiency of the Swedish assistance too. Therefore, it was de-
cided to reduce the support to what was needed just to maintain production go-
ing.  

The privatisation process commences 
A core element in the Chamorro government’s economic policies was to liberal-
ise the economy. This included privatisation of the nationalised sector. A sepa-
rate organisation called CORNAP was established to be responsible for the pri-
vatisation process. About 300 enterprises were planneded to be privatised – 
amongst them the INMINE company. According to the plans, the entire mining 
sector should be privatised by 1992.  
It was agreed that Sweden should assist in this privatisation of the mines by pro-
viding expertise knowledge. Actor AB was contracted for this task. It was con-
sidered that the knowledge about the INMINE concern that Actor had acquired 
during its previous work with the transfer of knowledge programme was very 
helpful in this assistance with the privatisation.  
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On planning 

When the interviewees were asked about the importance of forecasting and the 
difficulty of planning in the Nicaraguan context, all were inclined to state that 
planning – including forecasting – was just as important in Nicaragua as in 
Sweden. Basically, the planning approach was seen as a prerequisite for rational 
management, and as such important anywhere. “The purpose is to reach a result, 
and to do so, one has to plan. The need is the same, since the goal ought to be 
the same. But then it is a matter of how easy or difficult it is to do a prognosis.” 
An important part of the Swedish managers’ mission in the INMINE organisa-
tion was also to strengthen the planning capabilities, including the introduction 
of proper planning routines, and inducing of a proper “feeling” for planning.  

The long delivery times 
There were also reasons to contend that forecasting and planning are even more 
important – and time consuming – in Nicaragua than in Sweden. One such rea-
son was that delivery times were much longer in Nicaragua than in Sweden. In 
particular, the long delivery times for spare-parts, tools and inputs that had to be 
imported from abroad is a problem, and as something resulting in a greater need 
for forecasting and planning in the Nicaraguan context. Part of the picture is the 
great import dependency of Nicaraguan industry, including mining. The back-
bone of modern technology employed in Nicaraguan agriculture, industry and 
infrastructure is of foreign origin, and there are very few domestic suppliers of 
any kind of modern technology. This means that most anything has to be im-
ported from abroad. 
Apart from long shipping times, it was a matter of convincing the central au-
thorities responsible for the allocation of foreign currency that the enterprise 
should be allotted such currency: “99 to 100 % of all things needed must be im-
ported. And to be able to do so, one must apply for dollars. There is a great lack 
of foreign currency. And the small amount there is, is wanted for a lot of pur-
poses. The enterprise is competing for the dollars. The lack of foreign currency 
implies that there is more bureaucracy. Decisions must be made about the allo-
cation of the scarce money available.” 
Behind the long delivery times problem was the imbalance in Nicaraguan for-
eign affairs. On a macro-economic level, the export revenues were far from 
enough to pay for the imports, and the Nicaraguan customers had greater and 
greater problems being granted foreign credits. Because Nicaragua built up a 
large foreign debt over the years, and this made banks and suppliers abroad hesi-
tate to allow more credits. Together, this resulted in a great scarcity of foreign 
currency, and subsequently a great problem of importing much needed spare-
parts etc. On a macro level, this was hampering productivity in the Nicaraguan 
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economy – including the industry productivity. The mining industry was no ex-
ception from this general pattern. 
The US trade embargo made it particularly problematic to import spare parts 
machinery etc. for the industry as well as for the export oriented agricultural sec-
tor. It was possible to find new suppliers in other countries for much of the 
goods needed – including US firms subsidiaries in other countries. But it made 
the import more time consuming, troublesome – and costly. “All equipment 
there was after the revolution was American. But USA soon refused to sell to 
Nicaragua. So they were forced to find spare-parts to all their machines etc. in 
other ways. This made it much more expensive and time consuming. In many 
cases they had to buy machines of other origin than US, making old spare-parts 
stocks, routines, and training obsolete.” 
Part of the problem was also that the foreign credit pattern changed during the 
Sandinista epoch in Nicaraguan politics. The Soviet Union and the East Euro-
pean states became the major creditors. But this credit was tied to import from 
these states. This meant a different type of technology, not compatible with the 
one already employed in industry and infrastructure.  

Management must delve into matters that can be taken-for-granted in 
Sweden 

Another reason for the greater importance of forecasting and planning in Nica-
ragua compared with back in Sweden, was the fact that the business environ-
ment is not industrialised to the same extent – and in particular not in the quite 
remote places where the mines are situated. The industrial sector in Nicaragua is 
rather big for a developing country, but most of this sector is concentrated to the 
Managua area, and the country as a whole is still an agricultural country. Even 
for the mines located not far from Managua, infrastructure is a problem. It is not 
the smooth and effective business environment a manager in Sweden can rely on 
and take for granted. Much of the infrastructure is included in the enterprises – 
the mining enterprises resemble small “societies within the society”, and enter-
prise management must delve into many matters that can be taken-for-granted 
by the management of a contemporary Swedish enterprise.  
Part of the problem was that there was not the same network of specialised sup-
pliers and service firms in the business environment. The enterprise manage-
ment could not, like in Sweden, rely on instant and effective help from such 
firms if something is needed in the future. This resulted in much more detailed 
planning. “There are more details in the plans. You must consider things that are 
self-evident here. For instance, you must check that there exists a constructor 
who has the cement needed in six months. This you just don’t need to do here.” 
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The Nicaraguan economy used to be centrally planned 
The Nicaraguan economy was centrally planned, with a Plan Ministry responsi-
ble for the allocation of resources and for the development strategy, till the mid 
1980ies. In 1986, the Plan Ministry was abolished, and the economy was suc-
cessively liberalised – with more power delegated to the management of the sin-
gle enterprises. A large share of the economy, though, remained state owned, 
with different enterprises ranging under different Ministries.  
The INMINE enterprise was a key enterprise in the public sector. The economy 
of the organisation was part of the state budget. The costs were covered via the 
state budget, and the proceeds for export went straight into the Central Bank. 
This meant that the enterprise management was requested to produce quite a lot 
of plans and figures for the central planning and – later – for the planning of the 
Ministry.  

Aid organisations demanded plans too 
The great dependence on aid organisations like SIDA added to the need for 
planning and forecasting. In addition to the “normal” need for planning, these 
organisations also demanded plans.  

The local managers lacked the proper “feeling” for forecasting and 
planning 

Even if the local management did produce quite a lot of plans and figures for 
planning, it was still experienced that they lacked the “proper feeling” for the 
importance of forecasting and planning. Forecasting was done in quite a routine 
manner, and without much reconsideration of market conditions and other es-
sential contingencies.  

They can sell all that they produce 
In a different vein, it was remarked that forecasts of future market conditions 
were not very important. There was but one customer; the state, and the IN-
MINE organisation simply delivered everything it produced to the state. It did 
not need to bother about the market conditions itself. “And they can sell every-
thing they produce. And this had consequences for their image of the importance 
of budgeting. It is very important they have a budget, but during a period they 
didn’t have any. They considered it to be a lot of work of no use, hence then 
they skipped it. They just made monthly accounts of what they had produced. 
They didn’t work with costs and revenues together, but with costs per se – 
which they then had covered – and production figures. They made plans for 
what they should do and how many tons they should produce. But they didn’t 
translate it into budget-figures.” 
The gold was also sold on the world market – at any terms on that market. Nica-
ragua was very dependent on the export proceeds from the gold export. It had 
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neither the qualifications nor the financial ability to be an active actor on the 
world market.  
Together, this meant that the INMINE organisation could sell any quantities it 
produced, and market conditions were of very little problems to the enterprise 
management.  

Networking was a substitute for forecasting 
The great impact of central authorities on economic conditions in Nicaraguan 
economic and business life was another reason why the Swedish planning con-
cept might not be immediately appropriate in Nicaragua. Future conditions were 
very much a matter of decisions on central levels, and this made it very impor-
tant to work with relations with politicians and central bureaucrats. Such “net-
working” was a substitute for more traditional forecasting. It provided a better 
basis for planning than to try to figure out the future “on a distance”.  

Their plans lack realism 
It was also remarked that the forecasts, plans, budgets etc. that were produced by 
the local management staff lacked realism. Instead of being based upon proper 
analysis, plans and forecasts were experienced to be expressing wishes. “Their 
plans are quite unrealistic. They don’t have anything to do with the reality. It is 
more an expression of their wishes than of knowledge.”  
It was also suggested that plans and forecasts were more intended to make supe-
riors satisfied than to be sound. “The plan was made as a routine. But the fol-
low-ups they are making are intended for their superior, and the plans had to be 
optimistic. – I agree that we failed here with our training.” 
The lack of realism in plans was partly a matter of management qualifications 
and experience. Nicaragua had suffered much from a “brain drain” after the 
revolution. The management staffs of the mines, and of the INMINE organisa-
tion at large, were new and quite inexperienced. This had consequences for the 
validity of estimates made – there was not the experience-based platform for 
valuing figures an experienced manager has. “For instance, I was to make an 
estimate of the costs of a mine in Nicaragua. They haven’t such a good system 
for costing down there. They had made an estimate themselves, arriving at about 
half the costs compared with another similar mine. This shows that they don’t 
always have the relations clear: they don’t compare if it is reasonable and won-
der why the costs are just half of what they are in another mine and what errors 
they may have done.”  

“The greater uncertainty is the major difference” 
Even if the Swedish managers considered forecasting and planning to be a sine 
que non for rational management, it was also experienced that there were rea-
sons to question the rationality of investing a lot of time and efforts in such ac-
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tivities. One such reason was that the predictability was much inferior in Nica-
ragua, as compared with in Sweden. “The greater uncertainty is the major differ-
ence.” Several reasons were mentioned for this greater uncertainty. 

It was a war-economy 
A major source of uncertainty was the fact that the Nicaraguan economy succes-
sively turned into a war economy in the 1980ies. The Contra war dominated so-
cial and economic life during the entire decade, and in a war economy every-
thing is quite uncertain and unpredictable. This must be regarded as a general 
basis for the uncertainty of all forecasting and planning.  

The political instability 
Closely related to the on-going civil war, was the political instability. The Sand-
inista government was generally committed to Socialism. It also made an at-
tempt to turn Nicaragua into a socialist society – establishing a Plan Ministry, 
nationalised key elements in agriculture and industry, and nationalised banks, 
insurance companies and foreign trade companies. This meant that the Sandini-
sta government had introduced new rules for the business game in Nicaragua.  
But there was also a growing opposition to the Sandinista regime and its poli-
cies. Not least from the Contra organisation: nobody knew if the Sandinistas 
should be able to fight off the Contra forces, or if they would have to give in.  
Adding to this general uncertainty was the fact that the US government strongly 
supported the Contras. The Sandinistas not only fought a domestic opposition; 
they fought the most powerful state in the world. And nobody knew what would 
happen if the Sandinistas were overthrown and a new, anti-Sandinista gov-
ernment seized power. 
The Sandinistas themselves added to the political instability. Economic realities 
forced the government to reconsider its policies, and to introduce major changes 
in these policies – changes that clearly countered “traditional” Sandinista poli-
cies. The rules of the business game were changed by the Sandinistas them-
selves – in sudden and unforeseeable ways. “Decisions which affect the enter-
prise are made on a political level, and these decisions may be made very sud-
denly. Over a weekend the whole economic system may be restructured, the ex-
change rates changed etc.” This was a source of much uncertainty. And in par-
ticularly so in the end of the decade, when the structural adjustment policies 
were launched. 

“People were just pulled away” 
A consequence of the war conditions mentioned by the interviewees as a par-
ticular source of uncertainty was that employees in the mines could be drafted 
for war service in a rather unpredictable way. This was particularly problematic 
when key personnel in the mining organisation were mobilised. “It is a war-
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economy, which means that people may just be absent, enrolled for some fight-
ing. One Monday 100 employees out of 800 may be absent because they had 
been sent out to fight in the war. And nobody knew about it. People were just 
pulled away. Just like that. This makes it hard to plan. Especially if it is a ques-
tion of supervisors or other key-persons.”  
It was not the same problem when “ordinary employees” were mobilised, be-
cause there was a substantial overmanning in the organisation.  

The inflation rapidly made figures obsolete 
A major problem in the Nicaraguan economy was the great inflation. It varied 
quite a lot from one year to another, and also from month to month. In the end of 
the 1980ies, it reached the level of hyperinflation. The focus for the structural 
adjustment policies was to reduce and control the inflation, or else the entire 
Nicaraguan economy threatened to collapse.  
On an enterprise level, the high inflation made planning both difficult and uncer-
tain. All figures rapidly turned obsolete, and it was very difficult to make finan-
cial estimates. It was also suggested that the temptation to skip the budgeting 
and planning entirely in such a situation was big. “The high inflation makes 
budgeting very difficult. This is also emphasised in a country like Nicaragua, 
where the inflation may be 100% or more per month. They have no possibility 
to make a budget for more than a week. And there are no indexes, which may 
adjust for it. In such a situation they put the budget aside and say that they can-
not work in this way.”  
A method to manage the inflation problem, that was possible for INMINE con-
cern, was to “dollarify” the figures – i.e., to make all estimations in dollars in-
stead of the local currency. This was also a solution suggested by the Swedish 
management advisers. “What we do (within the project) is to ‘dollarify’ costs 
and results. This may seem easy, and it is in an enterprise where all revenues are 
in dollars and where 60% of all expenditures are in dollars. Then you have ad-
justed for the inflation and you may have figures month by month. And they can 
– for the first time – compare figures from month to month.”  

The unreliable infrastructure 
Another major source for uncertainty was the fact that Nicaragua is a developing 
country with an economic life that is not industrialised to the same extent as in 
Sweden – or in any industrial society for that sake. Industrialism can be regarded 
as a process demanding increased predictability.  
The Nicaraguan infrastructure was a constant source of problems to the IN-
MINE management. It was not industrialised to be as smoothly and efficiently 
working as in Sweden. This resulted in a general uncertainty. In particular, the 
supply of electric power was experienced to be a problem. The INMINE organi-
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sation was supplied with electric power through the national grid, and disrup-
tions in this supply were common. “There are lots of unforeseen events happen-
ing all the time. One is short of one thing or another. For instance, there may be 
no electricity – one is not in control of this oneself, because one is connected to 
the electricity system of the nation. And every now and then a power plant stops, 
and then there is a break in the supply of power. And then the reserve power 
must be activated. And even if such things happen very often it occurs as if it is 
always the first time to them.” 
The Contras also actively attempted to disturb the supply of power. Sometimes 
with the active help from the USA. The mining of the oil harbours is the most 
evident expression of this attempt to disturb the supply of energy. 
The transport system was another source of uncertainty: “there is a constant lack 
of transports”, and many Contra attacks were intended to destroy the transport 
system in the Nicaraguan economy. Part of the picture is also that the backbone 
of the transport system was built up with US manufactured vehicles and tech-
nology. The difficulties importing spare-parts and inputs from abroad, and from 
the USA in particular, contributed to the uncertainty of the system. 

Forces of nature are a constant source of uncertainty 
Forces of nature contributed much to the uncertainty in Nicaragua. Hurricanes 
and the recurring earthquakes had devastating consequences for the business 
climate and for the economy at large.  
In the mid 1970ies, a large earthquake destroyed a large share of central Mana-
gua, together with much of the business there. And during the 1980ies, there 
were two major hurricanes resulting in floods and damages. This made the agri-
culture suffer much. Such major catastrophes are also a constant threat to the 
infrastructure in the country.  

“It is the normal thing that you miss things” 
The dependency of imported goods added to the general uncertainty. For one 
thing, the general scarcity of financial resources in the country as a whole, and 
the scarcity of foreign currency in particular, are restricting the possibilities to 
import what is needed. This problem of importing goods resulted in a general 
uncertainty about the availability of necessary machines, explosives etc. One of 
the interviewees stated that it was, in fact, the normal thing that things were 
missing. “There were occasions when there were no explosives. Not to talk 
about other things. It is the normal situation that you miss things. “ 

Planning myopia 
The plans used for the INMINE operations were primarily expressed in short-
term quantity figures. This was experienced to result in economic mis-
management: the long-term economic viability was not emphasised, and this 
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meant that the preventive maintenance was not taken care of in a proper way. 
Hence, there were often disturbances in the operations due to wear and tear of 
equipment. “Their goal is to produce the amounts stated in the plans. But other 
problems occur. They may fulfil the production goals for tree months, but then 
there is a big problem. The equipment may be in a very bad condition because of 
bad maintenance”.  

There is a lack of data to carry out a sound planning 
A recurring comment in the interviews was the lack of reliable data and statis-
tics; on consumption of various inputs, on work hours spent, etc. Elsewhere, it is 
reported that this is a common problem in the Nicaraguan Public sector that 
proper accounting routines were lacking. Accounting routines were often over-
due, primitive and incomplete (Aguilar 1989). 
The quality of such routines is crucial for the quality of all planning. And it is 
particularly important that all figures used are experience-based. It is not possi-
ble to use data compiled in Sweden or in other industrialised countries. They 
must be based on the situation in Nicaragua, or else all planning lacks realism 
and becomes of little use.  
A lack of experience-based figures for planning therefore added to the uncer-
tainty of all planning: it made planning a guess work to a great extent. “They 
haven’t got the same experience-based data. For instance when it comes to pro-
duction planning: the figures for production must be transferred into figures for 
consumption too. The amount of ore that is needed to produce the gold must be 
estimated, and so must the need for energy, how many hours must be worked, 
the transports needed, the spare-parts needed, the bores, the explosives etc. – In 
the industrialised countries you work with formulas for this, but in developing 
countries all figures are more uncertain.” 
This lack of reliable data for the planning meant that long term planning was of 
little use for the management of the enterprise – management became a day-to-
day management of activities. “At the moment, he (the manager) is spending 
less time on formal planning, because there is a lack of data to carry out a sound 
planning. Planning turns out to be more a day-to-day planning with the correc-
tion of previous mistakes. So it is not a matter of a real planning. It is more a 
matter of day-to-day administration of the activities. That’s the reality. The fact 
that they are actually making plans is something else. It is so difficult to make 
plans that they don’t matter much.”  

The lack of follow-ups 
One thing that was suggested to be a reason for the lack of basic data was that 
the local management wasn’t making any follow-ups. It was also suggested that 
the illiteracy was an important reason for this lack of follow-ups – and of statis-
tics in general: people were not capable to write the report needed for the statis-
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tics. “There is no reliable follow-up of costs and consumption. They don’t fol-
low up the consumption of different things. This isn’t too easy to do. You must 
be very careful all the way. From the very moment when a thing arrives to the 
store till it is taken out of the store. Records must be kept and one must establish 
some kind of consumption-plan. This is something every supervisor has to do. 
But in Nicaragua many people are still illiterates – including many of the super-
visors. Hence, they cannot read and write and therefore they don’t do this. They 
have just not started.”  

The lack of punctuality 
The Nicaraguan managers and employees were experienced to lack the “feeling” 
for punctuality. This was experienced to be an uncertainty-generating problem: 
people were late for meetings and for work. “During my years in Nicaragua, not 
one meeting started on time. This is something that is constantly remarked upon. 
And just rightly so.” 
But it is also remarked that this is a minor problem for mining operations. The 
elevators going down into the mines were starting at precise hours, and this 
forced workers to be punctual. In the administration in Managua, punctuality 
was much inferior. The entire life style was different. Managers came and went 
as it pleased them. This was something that annoyed the Swedish managers 
much. 
Commenting on the lack of punctuality, it was a general opinion that this was a 
cultural matter. Punctuality is not so important in Latin countries. “This is some-
thing common for Latin countries in general. People are not so punctual in these 
countries. They tend to waste other peoples’ time rather generously.” A lack of 
punctuality may even be an indication on status and importance in the Nicara-
guan society. “The higher the boss, the later to meetings. Generally speaking, 
the highest manager should come last. The meeting starts at the very moment 
when he places his foot in the room. All the others could be waiting. And this is 
the case with all meetings. One might ponder all the time wasted waiting for 
meetings to start!” 
But it was also contended that a lack of reliable transports contributed much to 
the lack of punctuality. “There are also ‘material’ reasons why they are not in 
time: one of the great problems in Nicaragua is the transports. And this means 
that people are seldom in time to their shifts because of bad transports. The 
roads are in very bad condition.”  

On decision-making in general 

“They are more impulsive” 
It was remarked that the Nicaraguan managers were quite impulsive. It was not 
the machine-like evaluation of options, but a more instant enthusiasm for an 
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idea, without further reconsideration. This was suggested to be a matter of cul-
ture. “What you miss most is the endurance and persistence people from north-
ern Europe have; the understanding that an issue has to be dealt with in a thor-
ough way, and then follow what is agreed upon in a disciplined way. They are 
easily enthusiastic, and they are fascinated about a solution they have found. 
And they can describe it very good. But then they don’t find it as amusing any 
longer. They don’t have the organisational, administrative discipline. They for-
get what is agreed upon. They make new improvisations. And if you remind 
them about what is agreed upon, they have all kinds of excuses. This I think is 
the greatest problem: the lack of administrative consequence, discipline and en-
durance. And this is no easily cured problem, because it has to do with the lack 
of industrial tradition and the Latin temper. – I have been working abroad quite 
a lot, and you can see this in Spain too.”  

The great importance of the family 
The perfect rationality model is implicitly presuming that the decision-maker is 
a loyal “organisation man”, making decisions in the name of the organisation 
and its owners/principals. This assumption was questioned in the INMINE case 
for different reasons.  
For one thing, it was a matter of the importance of the Family. In a developing 
country like Nicaragua, it is the (extended) family that provides the individual 
with his or her basic social security. This implies that decision-making also at 
work is very much influenced by family concerns. Nepotism is considered a 
natural consequence of this importance of the family.  
Friendship relations outside work as well as at work were also experienced to be 
important to the decision-maker, and to affect decision-making. “In general, 
there are much more feelings in the decision-making over there. There is much 
more influence of friendship relations. But sometimes they are also very tough. 
For instance, they don’t like the manager of the laboratory, and they suppress 
her very much in the decision-making.”  

The corruption factor 
Corruption has a very long tradition in Nicaragua. The corruption factor was 
particularly important during the Somoza regime. The Sandinistas had made at-
tempts to restrain corruption, and also succeeded quite well with this attempt. 
But corruption still existed.  
There were “evident signs” of corruption in the environment. For instance, it 
was mentioned that the local personnel were eager to purchase from suppliers in 
the region, and that it was “quite evident what the reason for this was”. The 
number of army personnel and state bureaucrats shopping in the “dollar shops” 
was increasing, and this was mentioned as another sign of increasing corruption: 
“one may ask where they received dollars from”. Some of the interviewees had 
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also been subject to evident attempts of corruption. “I have been subject to the 
attempts quite thoroughly. But it isn’t too hard to deal with.”  
This corruption element is a reason to question the implicit assumption in the 
perfect rationality ideal that managerial decision making is made solely in the 
best interest of the enterprise – or, more profoundly, of the owners/principals of 
the enterprise. 
A basic reason for the corruption was the low wages and salaries of state em-
ployees. Wages and salaries were paid according to a state remuneration scheme 
(SNOT), and in the inflationary economy of Nicaragua, real wages kept falling 
during the entire 1980ies. This made the temptation to take bribes very big. Peo-
ple had to be able to supply for them selves and for their families, and “ordi-
nary” wages and salaries were not sufficient. “Of course there is corruption. 
They just cannot live on the salaries they get. Managers on a high level are pro-
vided with house and car etc. What they needed was foreign currency. Because 
the Nicaraguan currency wasn’t worth anything. More than to purchase basic 
food for. I don’t know how they managed. It was just absurd. A beer cost about 
one day’s pay. And that’s just not reasonable.” 
Another reason mentioned for the corruption, was that the unstable political 
situation made the Nicaraguan officials and managers interested in having a pri-
vate bank account somewhere outside the country. “They are living in an uncer-
tain situation. This makes them interested in money on accounts outside the 
countries.... Governments may be changed etc. This makes it an individual in-
terest to receive some money for oneself – an in particular on some account 
abroad. This I think is important – at least in Latin American countries. All the 
time, they try to get some money for themselves. This is a part of the system. – 
This is also a reason why they want to have Latin Americans as suppliers and 
consultants etc. In that way they may play their game.”  

The lack of management relevant information 
Another implicit assumption in the perfect rationality model is that there is an 
abundance of relevant information. The decision-maker is expected to gather 
information about different options different outcomes, and to choose the best 
option. But in the Nicaraguan context, information was often lacking or irrele-
vant. As a result, decisions were often based upon wishes and hunches, rather 
than upon sound estimations.  

Cost of capital was negligible 
The Sandinista government attempted to promote productivity, and productivity 
increasing investments, through providing cheap credits to the agriculture and 
the industry.  
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Credits were granted enterprises at quite low interest rates through the national-
ised Central Bank. The subsidised credits were so low, that cost of capital be-
came negligible – because of the high inflation, interest rates were, in fact, nega-
tive during certain periods. This had great impacts on the decisions made in the 
industry and the other sectors of the economy: investments could be made with-
out sufficient guarantee of their profitability. This resulted in less-than-effective 
investments – and in a capital drain from the country (Aguilar 1989, de Vylder 
1986) 
It soon turned out that this was quite an expensive policy for the poor Nicara-
guan state. It had to subsidise the credits via the state budget, that was already 
very strained because of the investments in the social sector and because of the 
increasing defence costs. Part of the structural adjustment policies beginning in 
the mid-1980ies, was therefore to reduce and eventually eliminate the subsidis-
ing of credits.  

Nicaragua turned into a speculation economy 
The attempt to manage the Nicaraguan economy centrally and with administra-
tive means instead of relying on market forces, successively turned it into a 
speculation economy. The multiple exchange rates and subsidies opened endless 
opportunities for speculation (de Vylder 1986) A contributing factor was also 
the high inflation. A high inflation rate like that in Nicaragua in the 1980ies, re-
duces all time horizons in decision-making. The most profitable and risk free 
investment an entrepreneur in Sandinist Nicaragua could invest in was trading 
with dollars.  
This speculation climate had – of course – negative consequences for the in-
vestments – and for productivity in general in the Sandinist epoch. 

On motivating and incentives 

The Maslowian message is central to motivating efforts and attempts to evoke 
loyalty and involvement with employees in an organisation. The general idea is 
that material rewards are not enough – the need for belongingness/affiliation, 
and the need for recognition and a challenging job are very strong motivating 
forces that must be accounted for by management.  
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Figure 38: The development of real wage in Nica-
ragua 1980-87 (1980=100) 

   Source: Taylor, 1989 

“They can scarcely live on the payment they get.” 
A basic assumption behind this normative message is that the employee can live 
on his or her wage or salary in the first place. Or else, he or she will be primarily 
interested in material rewards. In the industrialised, welfare Western societies, 
this basic assumption may also be valid. But in Nicaragua, the same basic as-
sumption was ques-
tioned.  
The government had 
introduced a remu-
neration scheme 
(SNOTS) in the pub-
lic sector. Initially, 
the schemes were in-
tended to guarantee 
that people should be 
able to live on their 
wages and salaries, 
and in particular the 
lower level workers. 
But this intention 
soon proved to be an 
unreachable goal. The 
inflation and the fal-
ling productivity in 
the economy resulted 
in dramatically decreasing real wages in the entire formal sector, and during the 
entire Sandinista era. It was stated in the interviews “(T)hey can scarcely live on 
the payment they get”. 
This affected work motivation: incentives for work incentives more-or-less 
evaporated in the 1980ies, and people were not motivated to go to work, nor to 
do a good job at work. In a famous speech by President Ortega, people were 
urged to work at least six hours a day, instead of just four. 
The problem was particularly big on the countryside, where the large-scale 
farms complained much about a lack of workers and of a lack of work disci-
pline. But the low motivation problem due to low wages and salaries was also a 
big problem in the Nicaraguan economy as a whole. People urgently needed 
more money than that offered by their “ordinary” employees.  

The flight from the formal sector 
One way of acquiring a higher payment was to leave the formal sector for work 
in the informal. The informal sector offered much better opportunities to earn an 
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income that one could live on. This sector also grew explosively. This resulted 
in a situation when enterprises in the industrial and agriculture sectors com-
plained about a lack of labour, whilst the official un and under-employment fig-
ures were high (de Vylder 1986). 
This lack of work incentives was recognised to be a core problem in the 1988 
structural adjustment programme. It was decided that real wages should be in-
creased to stimulate productivity in the economy – but circumstances (war and 
galloping inflation) did not permit this goal to be attained (Taylor, 1989). Real 
wages continued the declining trend. 

The flight from the public sector 
The private sector was obliged to follow the same scheme till the end of the 
1980ies, when enterprises in that sector were allowed to negotiate wages and 
salaries more freely. This made it particularly difficult for the firms in the public 
sector to retain capable personnel. They preferred work in the private sector that 
paid them better (Aguilar 1989). 

”They need every extra payment” 
Several of the interviewees were remarking upon the need and efficiency of a 
bonus system in Nicaragua. It was stated that bonus systems are basic to motiva-
tion efforts. “But they are even more important over there. If they are to live on 
their ordinary wages only, they will live under very poor conditions. They really 
need to be able to improve their payment. They need every extra payment.” 

The importance of “payment in kind” 
Part of the social responsibility taken by the Sandinista government was a sys-
tem with subsidies. It primarily subsidised basic food. In addition to this, it was 
in the statutes of the INMINE organisation that it should care for the welfare of 
its employees. This meant that wages and salaries were paid in kind as well as in 
cash: the employees were provided with food like rice, beans etc., and also with 
housing and health care. The enterprise also run a factory shop, where the em-
ployees could buy various commodities at low prices.  
All of this was considered very important for the employees total welfare, and it 
was suggested that an improvement in the payment in kind meant more to the 
employees than an improvement of the monetary part of the payment. “All the 
time the people in the mines ask when they receive a rice-allowance. I think the 
non-monetary rewards are most important. The consequences of an increase in 
these would have greater consequences than an increase in the monetary pay-
ment. They receive beans and rice. And they may also buy at low prices through 
the truck shop – beans, rice, oil, shoes etc. This is a very important part of the 
payment.” 
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The subsidising system proved to be too costly for the poor Nicaraguan state. It 
is estimated that the costs contributed 10 percent to total state expenditures in 
the mid 1980ies. One major goal of the structural adjustment programmes car-
ried out at the end of the decade, was to reduce state spending. This included the 
abolishment of the subsidising system. An attempt was also made to quit paying 
subsidies, but the system with fringe benefits was later introduced again. 

Everything imported was in demand 
The importance of the payment in kind was partly a consequence of the general 
scarcity of goods on the market in Nicaragua – and in particular of imported 
things. This may be considered a reason for another observation. “Small gifts 
such as pencils, clothes, cheap watches etc., are important and very appreci-
ated.” 

On the appropriate management style 

Part of the modern management knowledge is the image of the manager as a 
Democratic Leader – managing through a participative/delegative management 
style. This image of the manager was questioned in various ways in the inter-
views. 

The image of authority is different 
The Nicaraguan management style was experienced to be rather authoritarian. 
“They just give directives”, and “it appears to be a general attitude that he who 
has power shall execute it.” 
It is also noted that a high degree of centralisation and bureaucracy is a common 
Latin American “inheritance”, and that Nicaragua is no exception from this (de 
Vylder 1986). Decision-making in the economy is very centralised and the firms 
very bureaucratic (Aguilar 1989).  

The “macho attitude” 
The authoritarian management style was suggested to be a cultural thing. The 
life style of Nicaraguan managers and politicians was very “macho” – “That is 
something very evident.” This “macho attitude” meant that responsibility was 
not readily delegated. Rather, a manager wanted to hold on to his or her author-
ity, and to make the decisions him or herself. “They don’t want to delegate. For 
instance in this mining company with 700 men, the GM doesn’t like to delegate 
tasks. It is not at all as in Sweden. In Sweden a manager is just pleased if he can 
delegate tasks. But that’s not the case in these countries. What they want is to 
show who the Boss is, not to delegate.”  
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“Decisions are made on too high a level” 
The reluctance to delegate made decision-making very centralised. Issues dealt 
with on a low level in a Swedish enterprise were dealt with by the GM himself 
in the Nicaraguan enterprise. The Swedish managers considered this a major 
problem. The efficiency of the entire project is suffering from the centralised 
decision-making. ”This is one of the major problems they have. Decisions are 
made on too high a level, and this delays the projects and the result may not be 
the correct. The manager has most often made the decision by himself.”   

The anxiety over responsibility 
It was also observed that the subordinates appeared not to want any responsibil-
ity. “And the employees don’t want the responsibility. Because they are afraid of 
responsibility. Because they may be fired, or be scolded.” As a consequence, 
decisions are forwarded to the highest possible chief.  

The lack of skills and capabilities contributes to the authoritarian 
management style 

It was suggested that the authoritarian behaviour is partly a matter of differences 
in skills and qualifications. A manager has very much authority because he has 
more knowledge than the subordinates, and then it is very close for him to start 
behaving in an authoritarian way too. “He is not expected to be more authoritar-
ian, but may act somewhat in this manner due to his higher level of experi-
ence/knowledge.” 
One aspect of this was that managers did not consult with their subordinates 
when things were decided on: they gave orders and directives. “They have 
bloody bad relations. They just give directives. And as a manager you are very 
strong. You may even give the wrong directives. This was suggested to imply 
that the Nicaraguan managers don’t spend much time and energy on the rela-
tions with his subordinates either.  
Part of the picture is that Nicaragua suffered much from a brain drain after the 
revolution in 1979. People with any kind of professional training and experience 
left the country in a rapid current. And this resulted in a thin layer of people with 
professional qualifications and experience in most enterprises – including in the 
mines. 

Partly it is a matter of management experience 
It was suggested that the authoritarian management style might be a matter of 
training and experience too. Most of the managers that worked in the mines 
prior to the revolution left the country, and the Sandinista government had to 
appoint new and inexperience managers. These managers had simply not real-
ised the importance of maintaining and cultivating the relations with the subor-
dinates. But as soon as they did, they were believed to spend more time to rela-
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tions with subordinates: “the less experienced a manager is, the less time he 
spends on the relations with his subordinates. It is something that is easily 
changed. When they are informed about – and realises – the importance of the 
relations with the subordinates, they also change their behaviour.” 

The manager is a squire 
Part of the manager’s authority could be derived from the fact that he or she was 
not just “a professional amongst professionals”, and that his or her responsibility 
and influence over the employees did not stop at the gates of the mines.  
It was in the statutes of the INMINE enterprise that it should care for the well 
being of the employees. The enterprise also provided the employees with food, 
clothes etc. at subsidised prices, and with housing, water and for living condi-
tions in general. This obligation to care for the welfare of the employees was 
suggested to be a consequence of the greater “social consciousness”, which fol-
lowed in the wake of the revolution. 
Even if there were separate departments in the enterprise, caring for extra pro-
duction issues, the manager was also observed to have to deal with them. Not 
least because the supply in principle is always insufficient to satisfy the demand 
of most anything. “And then a manager must also make sure the subordinates 
are provided with housing and many other things. It is like it was in Sweden 
previously, when the enterprise took care of everything. There are no social in-
stitutions, which take care of things. They are beginning to emerge now, but not 
in the mining communities. Hence, the managers spend a lot of time on these 
matters in these communities.”  

On marketing 

Sweden has a market economy. This is – of course – of permeating importance 
to the management knowledge appropriate in that context. The market orienta-
tion imperative is an expression of this. It reflects the necessity for an enterprise 
to attract customers or clients in a market context – customers or clients who are 
willing to pay for the products or services the enterprise is offering. The profit-
ability and survival of the enterprise hinges on its attractiveness to these custom-
ers or clients. This market orientation imperative was questioned in different 
ways in the INMINE case. 

The marketing activities are very rudimentary 
Commenting on the marketing activities, most interviewees held that these took 
very little management time and energy. For one thing, the trading with the out-
put was organised in such a way, that the enterprise itself had just one customer. 
“There are no problems with the customers. There is just one customer: the 
state.” This made marketing activities quite rudimentary.  
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And when the marketing on the world market was commented upon, it was re-
marked that the Nicaraguans were very passive on that market – and that the 
Nicaraguans had neither the ability, nor the possibility to be more active. Be-
cause the country was so depending on the income from the export, that it must 
keep on selling, no matter what the market conditions and market prices were at 
the moment. “Nicaragua cannot be an active actor on the market. They know too 
little about the game on the market. This I think is something general. And I 
think it has to do with their weak economic situation. It is the New York and 
London metal exchanges that decide about the terms on the market. The great 
actors on the market may buy and sell themselves. Boliden is, for instance, such 
a company that buys and sells. And like on the oil market, a shipment of metal 
may change owner during delivery. In this context the developing countries have 
no chance to operate. Boliden knows the market situation very well and doesn’t 
sell when the price is low. But to the developing countries it is often the main 
source of income. They just sell, no matter if the prices are low. Other actors are 
buying when prices are low.”  

The most important environmental relations to manage are those with 
the central authorities 

The economy in Nicaragua was centrally planned. This meant that the state bu-
reaucracy was controlling the allocation of resources. It also meant that the 
management of the single enterprise or organisation had to maintain good rela-
tions with various state officials to ensure that sufficient resources are received 
to keep the operations going and effective.  
The management of good relations with authorities and officials within the state 
bureaucracy was therefore crucial for the efficiency of the operations. The Mine 
Manager and Production Manager were also spending very much time and en-
ergy on relations with officials on all levels to make sure that different things 
were received. In particular it was mentioned that the securing of transports and 
the negotiations with personnel in the customs took a lot of time. “In fact, these 
are the crucial questions. To get assistance from various authorities on acquiring 
goods – foreign currency, customs, transport etc. The Mine Manager and the 
Production Manager spend very much time on this: making sure equipment and 
spare-parts are received, and that support is received from other authorities, to 
get things through the customs or to have transport – there is a constant lack of 
transports – and to be able to use machines of different kinds. And also this mat-
ter with foreign currency. – All this takes a lot of time. In Sweden it is taken 
care of more-or-less automatically. There is a girl somewhere who is dealing 
with the formal relations with the authorities. But in daily operations there are 
not many relations with the authorities. But in Nicaragua it is a necessity. One 
must have good relations with key persons on different authorities. This is a pre-
requisite – if not, you may as well close down the operations.”  
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But it was also observed that managers on a low level in the organisation did not 
spend much time and energy on negotiations with authorities or organisations in 
the environment. Decision-making was very centralised, and managers on a low 
level did not have the authority to negotiate in the name of the enterprise.  

The lack of local suppliers and the dependency on import 
The lack of local suppliers and the need to import all kinds of goods was com-
mented on by several of the interviewees. “ The system of suppliers isn’t as de-
veloped as here.” This lack of local suppliers implied that most everything 
needed in the mines had to be imported from abroad. This was combined with a 
lot of problem – and it demanded much more time and efforts than in Sweden. 
The general scarcity of foreign currency added to the problem. The enterprise 
had to compete for the currency available – and there were lots of other projects 
with high priority. This made it even more important to maintain good relations 
with the central authorities. It was they who had the final say about the alloca-
tion of the currency: “99 to 100 % of all things needed must be imported. And to 
be able to do so, one must apply for dollars. There is a great lack of foreign cur-
rency. And the small amount there is, is wanted for a lot of purposes. The enter-
prise is competing for the dollars. The lack of foreign currency implies that there 
is more bureaucracy. Decisions must be made about the allocation of the scarce 
money available.”  

The high inflation resulted in lots of price negotiations 
The problem of the high inflation was also remarked upon. This made the nego-
tiations with the suppliers very demanding. Prices had to be negotiated over and 
over again, since all figures were rapidly becoming obsolete. “To make a con-
tract in Sweden is very easy. You receive a pile of tenders and then you discuss 
possible discounts etc. And then you make the decision. One problem with the 
tenders in Nicaragua is the great inflation. There is a negotiation of the prices all 
the time. The re-negotiation of contracts is much more common down there.”  

On the enterprise concept 

Specialising is a core concept in the Western and Swedish image of how to cre-
ate efficiency. This also includes the enterprises. The competition in the market 
has also resulted in a far-reaching specialising of work tasks – in the business 
environment as well as in the organisations themselves. The specialised produc-
tion unit that delegates many “auxiliary” work tasks to other likewise specialised 
firms in the environment is the dominating production unit in the Swedish econ-
omy. Specialising on a few core tasks and leaving “auxiliary” tasks to other spe-
cialists in the business environment in a general recipe for production efficiency. 
But this specialised production unit approach was questioned in different ways 
in the Nicaraguan setting.  
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There was no supportive environment 
The Nicaraguan enterprises were resembled with the traditional factory villages 
– and especially so the mines. There are not yet any societal organisations to 
take care of the infrastructure, but this infrastructure is incorporated in the enter-
prise. In fact, the enterprise and the society are, to a very large extent, the same 
thing in the mines. The enterprise must therefore be involved in the management 
of environmental conditions to a higher extent than an enterprise in Sweden 
must. 
The enterprise must make sure the roads were functioning, that water supply for 
the factory and for the employees worked, that the sewage worked etc., and this 
has important consequences for the management tasks. ”I think it is like it was 
in Sweden before the society took over the management of roads, shops etc. It is 
like the old factory village-environment. They are 30 to 40 years behind – or 
more. In the mines we are managing the maintenance of roads etc. And at the 
moment we are arranging for the supply of drinking water.”  

The responsibility for the welfare of the employees was wider 
Part of the factory village conditions was that the enterprise had a greater re-
sponsibility for the employees in Nicaragua than in Sweden. Apart from medical 
care, base food etc., the employees were also provided with housing. And the 
factory was arranging for schooling. 
This implies that factory management must engage in such “extra production-
matters” to an extent a Swedish managers must not. “The mines are somewhat 
special. They are situated in very remote places. They have to take care of the 
roads leading there, housing, water etc. It resembles the situation in Sweden in 
the 1930ies-1940ies. But the problems might be even more difficult over there. 
They must make sure there is drinking water, that there are sewers etc. And 
there is very much malady. The enterprise is running a small hospital, providing 
with medicaments etc. These are matters a Swedish manager doesn’t need to 
bother about in Sweden. It is provided for by the community.”  
There were separate departments in the organisation taking care of such matters. 
It was therefore doubted whether the top manager in fact had to spend very 
much time on these matters. “The food allowances, truck shop etc. are already 
integrated in the system. It doesn’t demand much time from the manager. There 
is one in the personal division that takes care of the truck shop. So the GM 
spends very little time on this. And about roads and housing: OK, the manager 
may decide about the building of new houses, but otherwise it is not a matter of 
any bigger engagement from the management. And when the roads become too 
bad, the Transport Manager just send a road grader. This one ought to spend 
more time on. It has been evident in several occasions. In general, they spend 
less time on this than what a manager in Sweden does.” 
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“The situation is a bit odd in aid sponsored projects” 
The great amount of time and energy spent on the environmental conditions in 
the Swedish sponsored enterprises was suggested to be a matter of Swedish aid 
policy: SIDA is sponsoring investments in social conditions. Otherwise, man-
agement had paid much less attention to such matters. “In its support of the min-
ing activity in Nicaragua, SIDA is emphasising the social aspects of the miners. 
Hence, one supports several projects of this kind. – But to the Nicaraguans 
themselves, the social investments have a lower priority. “ If it had not been for 
these earmarked funds, it was doubted that much resources had been spent on 
social investments. 
The development in the early 1990ies, when the Swedes left the enterprise also 
corroborated this doubt: then the Social Housing project was abandoned, and 
enterprise operations embraced only the mining operations. Social conditions in 
the mining villages were no longer considered so important, when Swedish aid 
money was not devoted to these conditions. 
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 Appendix 2: Interviewguide 
 

Q1. COMPARED WITH IN SCANDINAVIA, HOW IMPORTANT DO YOU THINK 
FORECASTING IS IN developing country? 

Much 
less 

Less Same More Much 
more 

 

      

COMMENTS: 

Q2. COMPARED WITH IN SCANDINAVIA, HOW MUCH TIME AND ENERGY DO 
YOU THINK A MANAGER HAS TO SPEND ON FORMAL PLANNING IN developing 
country? 

Much 
less 

Less Same More Much 
more 

 

      

COMMENTS: 

 

Q3. IN WHAT WAY IS FORMAL PLANNING DIFFERENT IN developing country, 
COMPARED WITH IN SCANDINAVIA?  

COMMENTS: 

 

 

Q4. HOW DIFFICULT DO YOU THINK FORMAL PLANNING IS IN developing coun-
try, COMPARED WITH IN SCANDINAVIA? 

Much 
less 

Less Same More Much 
more 

 

      

COMMENTS: 
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Q5. HOW BIG DO YOU THINK THE IMPACT OF EMOTIONS ON DECISION-
MAKING IS IN developing country, COMPARED WITH IN SCANDINAVIA? 

 

Much 
smalle
r 

Less Same More Much 
bigger 

 

      

COMMENTS: 

 

 

Q6. HOW BIG DO YOU THINK THE IMPACT OF TRADITIONS ON DECISION-
MAKING IS IN developing country COMPARED WITH IN SCANDINAVIA? 

Much 
Smalle
r 

Less Same More Much 
bigger 

 

      

COMMENTS: 

 

 

Q7. HOW MUCH TIME AND ENERGY DO YOU THINK A MANAGER MUST 
SPEND ON RELATIONS WITH HIS/HER SUBORDINATES IN developing country, 
COMPARED WITH IN SCANDINAVIA? 

Much 
less 

Less Same More Much 
more 

 

      

COMMENTS: 

 

 

Q8. DO YOU THINK THAT RELATIONS WITH THE SUBORDINATES ARE DIF-
FERENT IN developing country, COMPARED WITH IN SCANDINAVIA? 

COMMENTS: 
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Q9. COMPARED WITH IN SCANDINAVIA, HOW IMPORTANT DO YOU THINK 
MATERIAL REWARDS ARE IN developing country? 

Much 
less 

Less Same More Much 
more 

 

      

COMMENTS: 

 

 

Q10. COMPARED WITH IN SCANDINAVIA, HOW IMPORTANT DO YOU THINK 
THE SOCIAL RELATIONS ON THE JOB ARE IN developing country? 

Much 
less 

Less Same More Muc
h 
mor
e 

 

      

COMMENTS: 

 

 

Q11. COMPARED WITH IN SCANDINAVIA, HOW AUTHORITARIAN DO YOU 
THINK A MANAGER IS EXPECTED TO BE IN developing country? 

Much 
less 

Less Same More Much 
more 

 

      

COMMENTS: 

 

 

Q12. COMPARED WITH IN SCANDINAVIA, HOW MUCH TIME AND ENERGY DO 
YOU THINK A MANAGER IN developing country HAS TO SPEND ON ENVIRON-
MENTAL CONDITIONS (roads, housing etc)? 

Much 
less 

Less Same More Much 
more 

 

      

COMMENTS: 
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Q13. COMPARED WITH THE SITUATION IN SCANDINAVIA, DO YOU THINK 
THAT THE MANAGER’S INVOLVEMENT IN ENVIRONMENTAL CONDITIONS IS 
DIFFERENT IN developing country? 

 

COMMENTS: 

 

 

Q14. COMPARED WITH IN SCANDINAVIA, DO YOU THINK A MANAGER 
SPENDS MORE TIME AND ENERGY ON ENVIRONMENTAL RELATIONS (suppli-
ers, customers, authorities etc) IN developing country? 

Much 
less 

Less Same More Much 
more 

 

      

COMMENTS: 

 

 

Q15. COMPARED WITH IN SCANDINAVIA, DO YOU THINK THAT THE ENVI-
RONMENTAL RELATIONS ARE DIFFERENT IN developing country? 

 

COMMENTS: 

 

 

Q16. COMPARED WITH IN SCANDINAVIA, HOW COMMON DO YOU THINK 
SYSTEMATIC CORRUPTION IS IN developing country? 

Much 
less 

Less Same More Much 
more 

 

      

COMMENTS: 

 

 

Q17. COMPARED WITH IN SCANDINAVIA, HOW PROBLEMATIC DO YOU THINK 
SYSTEMATIC CORRUPTION IS TO A MANAGER IN developing country? 

Much 
less 

Less Same More Much 
more 
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COMMENTS: 

 

 

Q18. COMPARED WITH IN SCANDINAVIA, HOW PUNCTUAL DO YOU THINK 
PEOPLE ARE IN developing country? 

Much 
less 

Less Same More Much 
more 

 

      

COMMENTS:  

 

 

Q19. COMPARED WITH IN SCANDINAVIA, DO YOU THINK A LACK OF PUNC-
TUALITY IS A PROBLEM TO A MANAGER IN developing country? 

Much 
less 

Less Same More Much 
more 

 

      

COMMENTS: 

 

 

Q20. COMPARED WITH IN SCANDINAVIA, WHAT DO YOU THINK THE GEN-
ERAL ATTITUDE TO FACTORY WORK IS IN developing country? 

Much 
more 
nega-
tive 

More 
nega-
tive 

Sam
e 

More 
posi-
tive 

Much 
more 
posi-
tive 

 

      

COMMENTS:  

 

 

Q21. COMPARED WITH IN SCANDINAVIA, HOW DIFFICULT DO YOU THINK IT 
IS TO RECRUIT PEOPLE TO THE ORGANISATION IN developing country? 

Much 
harder 

Less Same Sim-
pler 

Much 
sim-
pler 

 

      

COMMENTS: 
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Q22. COMPARED WITH IN SCANDINAVIA, DO YOU THINK BASIC EDUCATION 
IS A PROBLEM IN developing country? 

Much 
smalle
r 

Smalle
r 

Same Bigger Much 
bigger 

 

      

COMMENTS: 

 

 

Q23. COMPARED WITH IN SCANDINAVIA, HOW PROBLEMATIC DO YOU THINK 
IT IS TO RECRUIT SKILLED AND CAPABLE PERSONNEL TO THE ORGANISA-
TION IN developing country? 

Much 
less 

Less Same More Much 
more 

 

      

COMMENTS:  
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Appendix 3: The coding scheme 
(a) Basic assumption attached 
to the image of: 

Core 
normative 
message: 

Implicit assumption questioned: 

Tim
e 

Em
ployee 

M
anager 

State 

B
usiness 

R
elation 

Enterprise 

(b) Taken-for-gran-
ted corroborating 
condition 

The predictability assumption  X       

The industrialised infrastructure 
assumption  

      X 

The supportive business environ-
ment assumption 

      X 

The industrialised information as-
sumption 

      X 

The specialised production unit 
assumption 

     X  

The autonomous employee assump-
tion  

 X      

The non-intervening state assump-
tion 

   X    

The peace and political stability 
assumption  

      X 

The industrialised electricity sys-
tem assumption 

      X 

The industrialised telecommunica-
tion system assumption 

      X 

Then negligible climate assumption       X 

The sufficient payment assumption       X 

The competitive business environ-
ment assumption 

      X 

The industrialised time perception 
assumption  

X       

The capable employee assumption  X      

The industrialised work-ethos as-
sumption 

      X 

Th
e 

pl
an

ni
ng

 im
pe

ra
tiv

e 

The industrialised transport appara-
tus assumption 

      X 
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The non-intervening state assump-
tion 

   X    

The sufficient payment assumption       X 

The time-is-money assumption X       

The industrialised information as-
sumption 

      X 

The stewardship assumption   X     

Th
e 

pe
rf

ec
t r

at
io

na
lit

y 
id

ea
l 

The industrialised family unit as-
sumption 

      X 

The democratic tradition assump-
tion 

      X 

The non-intervening state assump-
tion 

   X    

The capable employee assumption  X      

The autonomous employee assump-
tion 

 X      

The sufficient payment assumption       X 

The monetarised economy assump-
tion 

      X 

The industrialised living conditions 
assumption 

      X 

The industrial tradition assumption       X 

The industrialised education system 
assumption 

      X 

The professional employee assump-
tion  

 X      

The “organisation man” assumption  X      

The sufficient payment assumption       X 

Th
e 

de
m

oc
ra

tic
 le

ad
er

sh
ip

 id
ea

l 

The servant bureaucracy assump-
tion 

   X    
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The sufficient payment assumption        X 

The autonomous employee assumption   X      

The industrialised consumer market as-
sumption 

      X 

Th
e 

M
as

lo
w

ia
n 

m
es

sa
ge

 

 The “organisation man” assumption  X      

The non-intervening state assumption    X    

The voluntary transaction assumption     X   

The servant bureaucracy assumption    X    

The impersonal business relation assump-
tion 

    X   

The competitive business environment 
assumption 

      X 

Τh
e 

m
ar

ke
t o

rie
nt

at
io

n 
im

-
pe

ra
tiv

e 

The stewardship assumption     X   

The specialised production unit assump-
tion 

     X  

The competitive environment assumption       X 

The supportive business environment as-
sumption  

      X 

The industrialised infrastructure assump-
tion 

      X 

The industrialised transport system as-
sumption 

      X 

The industrialised electricity system as-
sumption 

      X 

The industrialised education system as-
sumption  

      X 

The autonomous employee assumption  X      

The industrialised living conditions as-
sumption 

      X 

The industrialised public transport system 
assumption 

      X 

Th
e 

“d
on

’t 
be

 a
 Ja

ck
 o

f a
ll 

tra
de

s”
 m

es
sa

ge
 

The sufficient payment assumption       X 

 
 
 



Errata 
 

(1) Page 72. New sentence in section two from end of page: 
The different cases were thus compared in a search for common denominators in the problems experienced when 
modern management knowledge is introduced in developing countries. This comparison is based upon the 
cross-case comparison table in appendix 4. 

 

(2) Appendix  4 to be included 

 

(3) Page 131. Two words to be included. 
The different cases are presented case-by-case in appendix 1. The aim in this chapter is to carry out a cross-case 
comparison and analysis in search for implicit assumptions that are questioned when Swedish mangers have 
attempted to introduce and apply modern management knowledge in developing countries.  
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Appendix 4: Cross case comparison table 
Note:  

1. The table is a point of departure for the writing of the master case in chapter 7. 

2. The structure of the master case is determined by the normative messages and how these are questioned. 

 

1 Planning is important anywhere X X X X X 

2.1 Detailed planning is crucial to operations in developing country X X X X X 

2.1.1 Nothing can be taken for granted  X   X 

2.1.2 Delivery times are very long X X X X X 

2.1.3 The bureaucratic inertia   X X X  

2.1.4  It is necessary to give precise directives  X X   

2.2 The factory village conditions makes planning more embracing  X    

3 The central authorities demand plans  X X  X 

4 Aid bureaucracies demand plans  X X  X 

5 The great uncertainty makes the planning approach questionable X X X X X 

5.1 Warfare and political unrest    X X 

5.2 The climate  X X X X 

5.3 The lack of reliable infrastructure X X X X X 

5.4 The lack of local suppliers and service firms  X X  X 

5.5 The uncertain supply of raw material X   X  

5.6 The lack of reliable data and statistics X  X X X 

5.7 The dependency on the central authorities X X  X  

5.8 The lack of punctuality  X X X X 

5.9 The campaign tradition in Vietnam X     

5.10 The high inflation rate     X 

6 The lack of “feeling” for planning with locals X X X  X 

6.1 The central planning legacy X     

 

On planning 

V
inh Phu 

TPC
C

 

Lao R
oad 

Socotram
 

Inm
ine 
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6.2 Plans are intended to make superiors content   X   

6.3 The lack of managerial capabilities   X   

6.4 Differences in time orientation   X X  

7 The seller’s market conditions    X X 

8 It may be more important with lobbying anyhow. X   X X 

On decision-making 

1 The image of the manager is different   X   

1.1 The central planning legacy   X X  

1.2 The anxiety over decision making  X X   

1.3 The prime goal is to make the superior content    X  

2 They are more impulsive     X 

3 The stewardship rationality questioned X X   X 

3.1 The corruption element X X  X X 

3.2  The need for an additional income X X X X X 

3.3 The importance of the family and the tribe X X X X X 

4 The cost of capital is of little importance   X  X 

4.1 The dependency on the central authorities  X    

5 The lack of reliable information makes the rational decision making approach 
questionable 

X X X X X 

5.1 The need for intuition is more pronounced X     

On motivation and incentives 

1 The general poverty X  X X  

2 They cannot live on their wages/salaries X X X X X 

2.1 The need for an additional income X X X X X 

2.2 The tardiness with disbursement   X   

2.3 The importance of fringe benefits  X X   

3 The importance of the homestead and of moonlighting X X X X  

4  The importance of payment in kind X X X X X 

4.1  The lack of an industrialised consumer market X  X X  
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5 The importance of the family X X  X  

6 People were standing in queue for work    X  

On the management style 

1 Differences in the image of authority X X X X X 

1.1 The lack of managerial experience     X 

1.2 The manager is a squire X X X X X 

1.3 The centralised decision making X  X  X 

1.4 The white collar syndrome  X X X  

2  The anxiety over decision making X X X  X 

3 The lack of adequate capabilities with subordinates X X X X X 

3.1 The lack of basic education & industrial tradition X  X X  

3.2 The lack of professional workers X  X  X 

4 The lack of loyalty to enterprise X X  X  

4.1 The need for an additional income X X X X  

4.2  The importance of the family and the tribe X   X  

On marketing 

1 “Normal” marketing activities are rudimentary X  X  X 

1.1 The central planning system X X X X  

1.2  There is just one customer X    X 

1.3  The seller’s market conditions  X  X  

2 The most important relations to manage are those with central authorities X X X X X 

3  The powerful bureaucracy X X X X  

4 The importance of managing supplier relations X     

5 The personalised business relations X X X X X 

6 The importance of parties and social clubs  X    

7 The bartering business X     

8 The corruption factor X X  X  

9 The high inflation problem     X 
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10 The export business is different X X  X X 

On the enterprise 

1 The wider scope of activities  X X X X X 

2 The lack of local suppliers and service firms X X  X  

2.1 The lack of vocational training  X  X X  

3 The lack of reliable and adequate infrastructure  X X X X 

4 The responsibility for the welfare of the employees is wider X X X X X 

5 The image of the enterprise is different  X    

5.1 The paternalistic management style X  X   
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