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A DIALECTICAL APPROACH TO STRATEGIC PLANNING * t

RICHARD 0. MASON
Graduate School of Business Adminisiration, Universily of California, Los Angeles

This paper develops a new approach to the planning process. It begins by examin-
ing the critical role played by the planner’s assumptions. Two criteria for & good
planning technique are suggested by this examination: (1) It should expose the as-
sumptions underlying a proposed plan so that management can reconsider them and
;2()/& ahould suggest new and more relevant sssumptions upon which the planning

ocess can proceed.

Exiating techniques often fail these criteria. Consequently a dialectical approach is
presented which, it is proposed, satisfies the atated criteria. The reslm of corporate
strategic planning was chosen as 8 testing ground for the new approach. Evidence
obtained in & field study/experiment concerning RMK Abrasives’ strategie planning
problem is cited in support of the method and its ability to reveal assumptions.!
Organizational Planning and Strategy

~

Maen lives by his imagination. This is as true of the modern organization as it is for
an individual. The particular set of beliefs or assumptions about the world that an
organization adopts guides its activity and dictates its success or failure. This is espe-
cially true of an organization’s strategic plan.

For the business enterprise, a strategy is a statement in broad conceptual terms of
‘“‘what business the company is in or is to be in and the kind of company it is or is to
be.”” It bas a8 a purpose the setting of “formal guidelines and constraints for the be-
havior of the firm,”? and involves a choice of goals for the firm as well as a choice from
among alternative behavior patterns for attaining them. _

The planning process which culminates in a strategy requires deliberation and
particular style of managerial thinking. While this process is exceedingly complicated,
three key characteristics of a management that engages in planning can be identified #

1. It is concerned with future states of the world and hence makes predictions about
them,

2. It secks to secure a preferred future status according to its underlying value sys-
tem (i.e. it seeks certain ends).

3. It believes it has a choice from among two or more behavior patterns (plans) for
the firm's aetivity (i.e. it chooses means). It is important to note that each of these
items involves management’s basic assumplions about the planning problem it faces.

In corporate strategic planning these assumptions involve such personal conceptions
as management’s definition and interpretation of (to list a few examples): the industry
the company serves, product/market relationships, its competitors, available tech-

* Received November 1968

t This research was supported in part by the National Aeronautics and Space Administration
under Gensral Grant No. NSG-243 under the University of California.

3 The research reported in this paper is addressed to some of the basic problems in planning such
as those set forth in [3]. Although the discussion here pertains to any type of organisation, it has
bearing on several aspects of Ansoff and Brandenburg’s categories A-F {3, pp. 231-236}.

$ This is the definition of strategy used by Learned, Christensen, Andrews and Guth [16, p. 17].

$ Ansoff snd Brandenburg, op. cit. (3, p. 280.]

4 These sasumptions about the manager who plans are similar to those I. D. J. Broas (5) imputed
to the decision-maker. They are also consistent with Ackoff’s (1) minimal conditions for a problem.
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nologies, consumer reaction to its product and social-political-economic conditions.
These assumptions represent the world of his business as the manager sees it. They
underly every decision he makes. A rational manager uses these assumptions to inter-
pret the data provided by his information system and then using logie he concludes
the best plan of action.

To date the main thrust of the research effort in management science has been
directed toward the task of finding “optimal solutions” to planning type problems
once they have been formulated and defined.® In these approaches, the underlying assump-
tions delimit the solution “‘phase space” in terms of already specified predictions, values
and alternative means. This type of research, then, seeks a solution technique, such
as mathematical programming, that determines the optimal policy within this phase
space. Mathematical logic guarantees that the policy is “optimal” given the assump-
tions.

However, the real validity of a plan depends as much on the relevaney of the par-
ticular assumptions that management brings to bear on the problem as it does on the
accuracy of the logical process employed. Consequently, the important research ques-
tions become: “How might we expose management’s underlying assumptions?’” and
““How might we stimulate management to adopt a broader and more considered view
of the planning problem?’”’ These questions suggest criteria for evaluating a planninge
technique. To answer them we must consider the source of management’s planning
assumptions.®

Management’s world view is a product of his social-psychological environment.
The fundamental predictions, values, and criteria for choosing means that underly his
plans are deeply rooted vestiges of his cultural heritage. Through his experience the
manager develops habitual ways of viewing his organization and coping with its prob-
lems. Life in most modern organizations only serves to reinforce these stereotyped
responses to organizational problems.

Moreover, the theory of “cognitive limits on rationality’” suggests that some sim-
plification and abstraction in the conceptualization of the problem is inevitable. The
collection of these habitual ways of viewing the business and its planning problem
forms the underlying assumptions (or world view) of a plan. This world view becomes
so implicit that management is normally unaware of the full import of its influence
on the planning process.

This theory indicates that if one intends to improve the planning process, it is im-
portant that these assumptions be exposed and subjected to conscious deliberation
and reflection. This is true in those situations where the manager assumes the entire
planning function. But, it becomes crucial when the manager turns to a planning staff
for advice. Since the role of the advisor has become so commonplace in large organiza-
tions we shall concentrate our attention on the relationship between the staff planner
or advisor and the manager. ’

The ultimate goal of this study is to apply a new approach to the ill-structured prob-

® j.e. Management science has concentrated on ‘“‘well structured problems’ (23). However,
strategic planning problems are ‘‘ill-structured’’ and, to use Profesasor Horst Rittel’s very descrip-
tive label, “wicked.” See C. West Churchman’s comments in Management Science (11).

¢ The following is a psychologically oriented approach to planning deriving in part from Bould-
ing’s discussion of The Image (4) and Miller et al’s interpretation of the role of the image in an
individual’s plans (20). In & sense our argument states that an organization’s management also
forms such an image of the orgsnization itself.

7 This notion is applied to organizational decision making by March and Simon (17, pp 151-158).
However, see also Suppes (25), Osgood (22) and Miller (21).

-
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lem of developing a corporate strategic plan. However, a brief illustration of the ap-
proach in the context of a well-defined problem serves seversl purposes. It shows that
certain of management’s assumptions about the business as a whole are critical in even
the most rigorously defined problem and it reveals that a straight forward way exists
for exposing them. A highly simplified inventory type problem has been choosen to
illustrate these points,

An Example of Management’s World View Influencing the Plan

One of the important assumptions underlying an inventory stocking level decision
is the one that specifies the financial theory used to determine the value of the “holding
cost’’ coefficient. At least two different theories can be employed.

Suppose, for example, we observe that a corporate treasurer maintains a quantity
(q) of $5,773 in a one year revolving cash fund for the purpose of paying part-time
workers in cash. We judge him to be a rational man. Inquiring into the deta upon
which he based his decision (i.e. his plan to carry $5,773) the following is noted:

1. Each time funds are withdrawn from the bank to reimburse the fund, a lump
sum charge (C1) of $10.00 is levied.

2. The total cash demanded (B) over the one year time horizon is $100,000.

3. Management’s announced goal is to minimize costs.

The question we might pose is: “Given this plan (i.e. ¢ = §5,773), goal and data,
for what view-of-the-world is this an optimal policy?’®

In this case we can assume that the treasurer drew upon inventory theory and

formulated the following (rational) totadéost equat;mzJ

TC = = (cl) +3 q (Cy)

where Cs represents ‘‘holding cost’’. The well known “optimal” solution to this formu-
lation is:
_ (21301)"2
Ce '

Since the cost of holding cash (C;) was not explicit in the data, bank, it can be inferred
by solving:

2BC, (2) X (100,000) X (10)
P2 (5773)2

Thus, the treasurer imputes an approximate cost of 6¢ to each dollar he holds idle in
cash inventory. For what view-of-the-world is this the optimal policy?

Six cents would appear to be the appropriate rate if, in the treasurer’s overall con-
ception of his business, the relevant rate for financial evaluation is the external rate
of return. There is a very credible and plausible theory of finance which essentially
says that money is worth what it costs to borrow it. Given this assumption, the treas-
urer’s plan to carry $5,773 is optimal. But is this the correct assumption to make?

A contrary view-of-the-world exists for which the treasurer’s plan is definitely not

Cz = = 06.

8 This question is similar to the one that Mordecai Kurz (15) termed the “inverse optimal prob-
lem.”” However, Kurs restricta his investigation to inferring ‘“from & given savings function what
clasa of utility functions could give rise to the given savings function as an optimal solution . . . ."”

% The Reader will recognize this as the Wilson economic lot size formula cf. Buchan and
Koenigsberg (7).
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optimal. For there is also another credible theory of finance in which the opportunity
cost of assets is determined by the earning power of these assets when they are em-
ployed within the business itself. In this case, the relevant rate of return is the internal
rate of return, which may be, for example, 25 percent. Conceiving the business from
this point of view, the same goals and data can be interpreted to arrive at a new (or
‘“‘counter’’) plan:

_ ((2) X (100,000) X (10)
7= 25

These two different concepts of the business logically (and mathematically) imply
strikingly different plans. Which should the treasurer adopt? Perhaps neither. The
important point of this example is not to resolve this problem in finsnciak theory. It
is, rather, to demonstrate the intrinsic role that world view assumptions play in deriv-
ing plans. Once management is made aware of these assumptions they can reconsider
and, perhaps, reformulate them. What we have seen demonstrated in this simple exam-
ple is accentuated many fold in the complex problems of organizational long range
strategic planning. For in strategic planning the assumptions are of an even broader
and often more implicit nature.

There are a variety of organizational designs that have been used to cope with the
strategic planning problem. One is to establish a planning department to serve as the
“alter ego” of management. We call this the “expert’’ approach. Another, frequently
used in divisionalized organizations, is to have the managers and planners of an or-
ganizational unit submit plans for extensive cross-examination by top management.
This is a “Devil’s Adv: ” approach. In the next two sections these “ideal types”
are discussed in relation to two criteria for a good organizational design for planning:

(1) It should expose the assumptions underlying a proposed plan 8o that manage-
ment can reconsider them. .

(2) It should suggest new and more relevant assumptions upon which the planning
process can proceed.

172
) = $2,830-

The Expert Approach to Planning

Some managements, recognizing the gravity of the planning problem, have estab-
lished planning departments or turned to consultants in order to grin expert advice as
the plans they should follow. It is the task of the planner to make a study of the or-
ganization’s environment (opportunities and threats), its resources (strengths and
weaknesses), its personal values and its ethical and social responsibility.’® The study
concludes in a recommended plan which is usually presented to management in the
form of a strategic briefing session,

But the planner, as with the manager, also possesses a world view through which
he interprets the organizational data to conclude the recommended plan. These as-
sumptions are “hidden” behind the arguments contained in the “‘staff paper,”" man-

10 This approach to strategic planning follows Learned ¢t al’s procedure (16) and is consistent
with the definitions employed by Steiner (24), Chandler (9) and Cannon (8). It includes setting
the organization'’s purpose, missions and gosals. It should be mentioned that some authors do not
include the choice of goals within their definition of strategy. Igor Ansoff, for example, takes
this position:

“Strategic decisions are primarily concerned with externsl, rather than internal, problems of
the firm and specifically with selection of the product-mix which the firm will produce and the
markets to which it will sell.” (2, p. §)

1t For a discussion on the failure of ‘‘staff papers’’ to fully communicate and expose underlying
assumptions cf. Jacksen (14)
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agement report or other planning documents and are infrequently communicated to
management.

Often the expert planner is an economist. The economist (as is true of practitioners
in any discipline)by virtue of his training and perspective, abstracts and considers
only certain aspects of the total planning problem (e.g. “‘costs,” “benefits,”
“efficiency”).

With deft ansalytical fingers, the economist abstracts from the untidy complexities of social
life a neat world of commodities.*

This was Boulding’s picturesque way of describing his chosen profession. Management
has the broader responsibility of determining the organization’s plan from all points
of view—social, political, psychological, and cultural to name a few.

Moreover, there is a tendency for some expert advisors to bury some of the assump-
tions of their plan within the jargon of their trade. Sophisticated techniques (e.g.
mathematical programming) and complicated technologies (e.g. computers) tend to
obscure the assumptions which underly their use. Indeed, the aura of “mystic’” which
surrounds the technological solution can serve to give credibility to a plan beyond that
that it rightfully deserves.

The point of this discussion is to show that the expert advisor, too, has a particular
way of viewing the organization and that his method of communicating to manage-
ment can serve to conceal the assumptions which underly his recommmended plan!
Thus an expert advice approach to planning does not meet the requirement for expos-
ing assumptions and bringing them to management’s attention. It does not serve as a
test to check the eriticality of assumptions; nor does it serve to suggest to the manager
a new managerial world view.

The Devil’s Advocate Approach

One technique which some organizations employ can be referred to as the Devil’s
Advocate approach.’® In this proecedure (which is normally used internally rather than
with consultants) the planner appears before the organization’s management and
advocates a plan in a8 manner similar to that of the expert approach.

Management, however, assumes the role of an adverse and often carping eritic of
the plan. It attempts to determine all that is wrong with the plan and to expound the
reasons why the plan should not be adopted.

Those who employ the Devil’s Advocate approach assume that truly good plans
will survive the most forceful opposition and that a sound judgement on a plan oecurs
when that plan is subjected to censure. These assumptions are partially valid, but
there are several disadvantages inherent in the Devil’s Advocate approach:

1. While it exposes some underlying assumptions, it does so in the context of what
is wrong with them rather than what they should be. It does not serve to develop a
new managerial world view.

2. If the censure prevails and the plan is rejected there is no new plan to replace it.

3. There is a tendency for mansgement’s attitude to be destructive rather than
constructive,

4. There is a possaibility that the planner’s psychological response to extended criti-

13 8ee Boulding op. cit. (4, p. 82).
18 One corporation that appears to employ this Devil’s Advocate approach is 1.T.T. under the
lendership of Harold Geneen. SBee (6).

i,
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cism results in his demoralization and, at best, in a tendency for him to develop “safe”
plans rather than progressive ones.!*

The dialectical approach presented in the next section retains the advantages of the
Devil’s Advocate approach but it also purports to eliminate these disadvantages.

A Dialectical Approach to Organizational Planning and Strategy

A system may be said to be dialectical if it examines a situation completely and
logically from two different points of view. The dialectical approach begins by identify-
ing the prevailing or recommended plan and the data which were used to derive it.
The question is posed: “Under what view-of-the-world is this the ‘optimal’ plan to
follow?” This results in an attempt to specify a set of plausible and believable assump-
tions that underly this plan. That is, they serve to interpret the data so as to logically
conclude that this plan is best for achieving the organization’s goals.

In order to test the assumptions underlying this plan a search is initiated to find
another plausible and believable alternative—the coynterplas. It may well be one of
the alternatives considered and rejected in the original planning process. This counter-
plan (as with the plan) should have the attributes of being feasible, politically viable
and generally credible in the organizational context. The view-of-the-world for which
the counterplan is ‘“‘optimal’’ is then specified.

The principal theme of dialectical advice is that management learns about the fun-
damental assumptions of its planning problem and comes to understand them by ob-
serving the conflict between the plan and the counterplan and their attendant world
views. The vehicle for inducing this reflection is a structured debate.

Contrary to the ‘“well staffed paper” or the traditional management briefing, the
structured debate consists of the most forceful presentation possible of the two op-
posing plans, given the constraint that each side must interpret, in its entirety, the
same organizational databank. Following a statement of the problem, the structured
debate begins with the advocate of the plan stating his world view or model of the
situation. Advocate of the counterplan does likewise. Then as each item of data is
introduced it is interpreted by the opposing advocates to demonstrate that it can be
interpreted as supportable evidence for their plan and negative evidence for their op-
ponent’s plan. The process continues until the databank is exhausted.

In this dialectical design we are following a scheme suggested by Churchman’s in-
terpretation of Hegel.'®* Here the plan (thesis) is opposed by the counterplan (antithe-
sis) both of which are constructed and argued for from the same databank (the essence).
Hegel’s theory leads us to predict that the manager—observer of the conflict—will
integrate and form a new and expanded world view (the synthesis). The synthesis
includes exposing hidden assumptions and developing a new conceptualization of the
planning problem the organization faces. The results obtained in applying the theory
of dialectical advice to the strategic planning problem of a major U. 8. Corporation
are reported in the following section.

14 Of course he may quit! Some observers attribute [.T.T.’s high turnover rate within the
higher echelons of management and staff to the use of what we are calling the Devil’'s Advocate
approach cf. (26).

15 Churchman’s interpretation can be found in (10). Hegel’s original work is (13). Mason’s
application of these ideas to the strategic planning process is found in (18).
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RMK Abrasives: A Field Study/Experiment in Dialectical Advice!'®

With the cooperation of the management of RMK Abrasives” the dialectieal tech-
nique was applied to their strategic planning problem. The firm had settled on two
primary goals:

1. To increase after tax corporate earnings by a minimum of 10% per annum (com-
pounded) over the 10-year planning horizon.

2. To be earning a rate of return on assets (ROA) of at least 8% by the terminal
(tenth) year of the plan.

Faced with the problem of devising & strategy to achieve these goals the planning
department collected considerable data—market trends in the abrasives industry,
demand forecasts for the next 10 years, studies identifying their customers and factors
influencing purchase, a determination of nonabrasive products which could be sub-
stitutes for their product, technological and economie factors influencing customers,
figures on the current and future use of abrasives in a variety of foreign countries,
tables of manufacturing costs in various worldwide locations, transportation costs,
and general social-political data.

On the basis of a thorough analysis of this data, the planners concluded that the
existing strategy would not result in the accomplishment of the corporation’s goals.
They recommended that a new strategy be adopted. This new strategy essentially
involved the firm’s becoming an international marketing-oriented organization. Within
the framework of this strategy various particular countries and product-market rela-
tionships were explored. These recommendations and supporting analysis were spelled
out in a strategic planning document and also presented to management orally in a
briefing session. It should be noted that this procedure is basically the expert advice
approach to the planning problem—one point-of-view (the planning department’s)
analyzed the data, congidered alternative strategies and recommended a “best’” course
of action.

Several weeks following their presentation the dialectical study began. Given the
data, the goals, and the planning department’s recommended plan, a set of assump-
tions was imputed to the planner to bring “closure” to the argument.!® That is, a set
of assumptions was imputed that had the property that wher used to interpret the
data the recommended plan was a logical conclusion. For example, one apparent as-
sumption underlying the recommended plan was that most of the inhabitants of
foreign countries are basically motivated toward improving their own standard of
living and that they viewed the company’s entry into their economy as satisfying this
need. Another imputed assumption was that most abrasive user problems were similar
and accordingly the strategic decision hinged on finding additional markets for existing
products. With the aid of these assumptions and others it was possible to interpret the

18 This is a summary of the more extensive study which appears in Mason (18). The method is
referred to a8 a “field study/experiment’’ beesuse to some extent this researcher selected subjects
and measured existing conditions in the organization (i.e. field study) and he also manipulated
certain variables in order to determine causal relations (i.e. field experiment). ¢f. French (12).

17 RMK Abrasives is 8 pseudonym for the real firm. The situation is disguised in order to pre-
serve the confidential nature of RMK's strategy.

18 The concept of bringing closure to an ergument is employed as follows: A formula X is said
to be a closure of a formula Y if and only if X is a sentence and either X = Y or X is the result
of pre-fixing a string of universal quantities to Y. cf. (19, p. 128). Here, we look for a set of assump-
tions (Y) such that the plan (X) approaches closure with the assumptions, goals and data, (i.e.
the imputed assumptions and the goals and data should logically imply the recommended plan).

i,
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data to conclude that the international marketing-oriented plan was best for achieving
the corporate long range goals.

In general there were 10 basic assumptions underlying this international plan. They
are listed below in postulate type form:

I-1  RMK Abrasives is a seller of abrasives products and servicea supplying the steel, metal
working and woodworking industries.

1.2  All sbrasivea problems are basically similar.

13 Management techniques are translocstable.

I4 Host countries are xenophilic, riskless.

I-5 RMK’s competitors are quantity, expansionist oriented. They will cut prices.

16 RMK’s customers are conservative, slow to change.

17 R & D is s “necessary evil” required to keep up in the business.

I8 Merger opportunities are available, receptive.

19  Other companies will not integrate into the abrasives business.

1-10 RMK’s parent corporation will supply adequate financial, administrative and manage-
rial support for a program of expansion.

In order to establish the credibility of these assumptions a study was made of the
corporation’s communication stream. By reviewing statements made in interviews,
inter-office memos, corporate directives, magazine articles and public announcements,
considerable evidence was found to substantiate the fact that many members of the
corporsation did indeed believe (or at least espouse) the point of view set forth by the
plan’s imputed assumption set. Thus, this was a set of plausible and credible assump-
tions for this organization. However, the study also revealed that there was not com-
plete unanimity in these beliefs. This divergence of opinion served as a clue for develop-
ing a counterplan.

There were indications that some executives favored the firm’s concentrating its
efforts on the domestic market and emphasizing technological innovation. Thus a
domestic technologically-oriented counterplan was formed and a set of assumptions
was sought that closed its argument. The counterplan’s world view included several
assumptions which were contrary to those of the plan. One counterplan assumption
was, for example, that the inhabitants of most foreign countries are motivated pri-
marily by strong nationalistic tendencies and that this would make doing business
abroad risky. Another assumption was that each abrasive user has unique problems
and accordingly a successful company must broaden its product line to meet the
varying needs of its customers. Again, it could be demonstrated that this new set of
assumptions could be used to interpret the data and to conclude that the counterplan
was best for achieving the corporate goals.

The 10 basie assumptions for this domestic counterplan were as follows:

D-1  RMK is in the business of applying special skills directed towards solvmg the problems
of shaping, forming and smoothing materials.

D-2 Every abrasives problem is uniqus.

D-3 Management techniques are specific to a particular environment.

D4 Host countries sre xenophobie, risk laden.

D-8 RMK’s competitors are quality-product oriented. They will seek to produce a better
product.

D6 RMK’s customers are dynamic, responsive to technological innovation.

D-7 R & D iathe “heart and lifeblood’’ of the firm and is required to keep ahead of competi-
tion.

D-8 Morger opportunities are available, receptive.

D9 Other companies will not integrate into the abrasives business.

D-10 RMK'a parent corporation will supply adequate finsncial, administrative and mana-
gerial support for a program of expansion.
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Having established the plan, the counterplan and their supporting world views, the
next step was to prepare a structured debate. This structured debate was presented to
RMK’s management in both written document form and orally in a strategic planning
briefing session. In order to eliminate variances in personality and persuasive ability
the author assumed the role of both the advocate of the plan and the advocate of the
counterplan. An excerpt from the actual structured debate follows:

Data-Item

Ferrous Industry

The ferrous and iron and steel metal working industries sccount for a large percentage of
the domestic abrasives business today. By 1977 it is anticipated that this percentage will de-
cline. Some important factors are:

(1) Continuous casting will replace sosking pits and grow in importance. This process re-
quires hot cutoff and hot grinding capabilities.

(2) There is an increased demand for finer, microscopie tolerances, faster removal rates of ex-
cess stock, and reduced fixturing and set-up costs.

(3) Steel companies are spending about $2.4 billion this year (greater than their cash flow)
on revolutionizing the ateel-making process.

International Plan Advocate:

Our international manager sees the reduction in abrasives sales to the domestic iron and
ateel industry asa goodreason for RMK'anot depending as heavily in the future on this source
of income as it has in the past. He also views technological changes, such as the switch to
continuous casting, as imposing greater cost burdens on RMK’s new product development
without substantially increasing revenues. Many of these costs could be absorbed if the
market were larger. For example, he sees a need for pilot plants to develop and test new prod-
ucts, but a firm must be large to afford a pilot plant. Expanding into the internationsl market
sppears to be the best and fastest way of gaining the necessary size.

Once RMXK increased its overall aive of operations, then it would be in a better position to
cope with the problems of technological change within the domestic ferrous industry. A source
of increased revenues and & ‘‘listening post’’ for new ideas is the role of the foreign subsidiary
in keeping the company competitive in the iron and steel market.

He fears that the domestic plan places far too much reliance on the somewhat unstable
domestic .ferrous metals market.

Domestic Counterplan Advocate:

Our domestic manager interprets the ‘‘leveling off”’ of sales to the ferrous industry snd that
industry’s change in iron and steel-making processes as a response on their part to increased
competition from abroad (Japan, for example) and from domestic plastics, brick and alumi-
num. They are now more cost conscious and are willing to pay for products which have a
higher ‘‘worth” in their operations. These users want higher tolerances, faster operations, and
reduced abrasive costa. The abrasives supplier who can develop a “package”’ of products and
services which solves these steel-industry problems will capture a much greater market share.

The domeatic manager believes that these changes in the domestic ferrous industry are
oecurring now and are going to take place rapidly. Hence, he asserts that RMK must concen-
trate on R & D and on devising new services for the iron and steel industry immedistely. He
believes that once one falls behind in the R & D race it is almost impossible to catch up. In-
atead of looking for foreign acquisitions, he would seek domestic acquisitions which would
add new gkills and help build RMK's technological base rather rapidly.

He fears that the international plan does not adequately provide for improving the com-
pany’s poaition in light of current changes in iron and steel. The domestic market will not
wait for foreign successes to provide the R & D funds that are needed now. Failure to become
8 leader in the domestic ferrous market today, in his opinion, means that this important
market may be irretrievably lost to RMK tomorrow.

The central hypotbesis of the study is that the manager-recipients of the debate
form s new, more encompassing conceptuslization of the problem—the synthesis.
Evidence gained from questionnaires, interviews and a recorded log of events sup-
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ports this hypothesis.”¥ For example, the 6 top RMK executives® all reported that
the presentation had forced them to reconsider the assumptions of the corporate
strategy and each of the executives mentioned at least one implicit assumption which
had been exposed to him. Each, in some way, mentioned the assumption of timing in
the execution of the final plan. A concensus began to grow among these executives
that the plan and counterplan were not really mutually exclusive alternatives but
rather should be considered as part of a grander strategy which involved a well timed
execution of both domestic and international expansion. One executive, who articulated
a rather detailed new strategy, said that he devised this new strategy in order to “get
the best from both sides of the dilemma” presented by the structured debate. This
timing concept was not made explicit in either the original plan or the counterplan;
bowever, approximately six months following the structured debate presentation it
had become an integral part of RMK’s (still evolving) strategy. Several executives
attribute that change to the counterplanning presentation.

In addition to exposing underlying assumptions, the structured debate also sug-
gested new alternative courses of action (plans) to the recipients. One executive who
proposed a rather complete new plan described the mental process that led to its devel-
opment:

It (the dinlectical presentation) structures creativity by stimulating thought. The two well
developed points of view pull you both ways at the same time. You begin to ask yourself
“How can we get the best of both?’’ It becomes the vehicle for amalgamating the beat plan
you know how to develop.

All interviewees indicated that the presentation had ecaused them to reconsider the
corporate goals (subsequently RMK modified its original goals) and that it had caused
them to re-evaluate the relevancy of the databank. In particular several studies were
initiated in order to obtain information that was not currently available but that now
seemed critical. All executives reported that they had developed & new and improved
conceptualization of the problem and each provided specific incidences to support his
statement. Thus we can infer that a synthesis did occur. This synthesis had the effect
of providing a new set of planning assumptions that ultimately lead RMK Abrasives
to a new strategic plan.

Conditions for the Employment of Dialectical Advice

Every organizational design has advantages and disadvantages in its use. The
dialectical approach to strategic planning is no exception in this regard. However there
are at least four circumstances which, if they are present in an organization, make the
dialectical method very effective. These are:

1. Management is unaware of some important assumptions and is in doubt as to
both the appropriate assumptions to adopt and the particular plan to choose. In this
event there is no basic agreement on assumptions between the manager and the ad-
visor (staff planner).

19 A full discussion of the methodology and techniques used is given in Mason (18).

10 Twenty RMK personnel actively participated in the study. Three—the V. P. General Mana-
ger, Director of Corporate Planning, and Manager of Planning for abragives were involved in the
study from the beginning and not included among the 6. The remaining personnel were clasNified
asstaff (planners, operationaresearch, information systems, etc.). Their reactions were interpreted
as deriving from an advisor’s point of view. This paper reports only the responses interpreted as
deriving from a managerial or executive viewpoint.

-
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2. Management acknowledges that there may exist multiple interpretations of the
data, each of which indicates a different relevancy of the organization’s databank to
the choice to be made. Consequently, the dialectic’s alternative interpretation of the
data is meaningful.

3. In cases of decision-making under uncertainty, management looks to the advisor
to point out the incidence of the uncertainty or the key assumptions upon which it
turns instead of resolving or “‘absorbing”® the uncertainty inherent in the situation.
Thus, in the dialectic the advisor communicates different conelusions that are derived
from different, agsumptions. Management, then, relies on its own judgement to formu-
late & synthesized set of assumptions upon which the validity of his ultimate choice
will depend.

4. Management believes that the expected cost associated with (a) developing both
a plan and a counterplan? and (b) involving himself in the development of a new set
of assumptions (s synthesized world view) s less than the expected cost of an advisor’s
error in assumptions.

Expert advice, the Devil’s advocate approach, or some other organization design
may be more effective than the dialectical approach if these conditions are not met.

Summary

This study began by asserting that an organization’s plan is based on management’s
assumptions about the world in which it operates. Specifically these assumptions were
said to include predictions, a valwe system or ends, and & choice from among available
behavior patterns or means. This point was demonstrated by showing the role of as-
sumptions in a simple inventory model.

We concluded, then, that there is a need for a planning technique which serves to
“test’’ the assumptions of a plan by exposing “hidden” assumptions and, ideally, by
suggesting new and potentially more relevant assumptions upon which the manager
can base his future plan. It was argued that the traditional “‘expert approach” to
planning fails to adequately test assumptions and that the Devil’s Advocate approach,
while in & sense testing assumptions, also tends to destroy the plan without replacing
it with an improved plan. Hegel’s triad—thesis, antithesis and synthesis—was drawn
upon in order to design a dialectical approach to planning that averted the deficiencies
of both the expert and Devil’s Advocate approaches. It was proposed that the result-
ing counterplanning problem technique would stimulate a new and embroadened con-
cept of the planning problem—the synthesis. Evidence obtained in a field study/experi-
ment at RMK Abrasives supported this hypothesis. Since this evidence was obtained
in the context of a real and ongoing organization it is necessarily sociological in nature.
Research is currently under way to add to these findings by mesns of a treatment-type
experiment.

11 The concept of uncertainty absorption derives from March and Simon op. cit. (17)

3t To date no study has been made to determine the amount of additional cost incurred in
developing a counterplan. Our experience st RMK Abrasives suggests that it is minimal (clearly
less than twice that of preparing a single plan). In fact there is some evidence to suggest that the
dialectical approach, when used in the day to day interactions among planners and in their think-
ing processes, actuslly facilitates the process of developing a plan. Indeed, there is a possibility
that the total cost of implementing the dialectical approach is less than that of implementing a
single plan (e.g. expert) approach. This is without regard to the potential costs associated with

s ‘the possibility of adopting incorrect assumptions under the single plan approach.
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