Challenging Routines

n August 1972, Jay Brothers menswear was having problems in the
Irecession. Sales were dropping off in most of its high-street shops,
and even redoing the shopfronts and store layout had not had any
noticeable impact. Jim Nott, managing director, pondered the issue.
Their 200 shops meant strong purchasing power. For the last ten
years they had sourced finished goods — casual menswear made to
Jay Brothers’ designs — from Hong Kong. But now, exchange rate
changes had meant that supply costs were rising. Jtim conferred with
his purchasing director - - Jay Brothers had to become more asscrtive
with the suppliers in order to drive down costs, such that shop prices
could be cut but profit marging maintained. For the first year, the
strategy worked and sales figures improved, but then the figures
worsened slightly.

' Jim became miore aggressive with Jay Brothers’ suppliers, and again
figures improved. The following vear, Jim went on a tour of South-
East Asjan countrics where Jabour rates and exchange rates were
more favourable. Somne excellent deals were struck., However, 4t the
same time, new types of casual-wear stores were opening: Next, Gap,
Principles for Men. Sales at Jay Brothers started to plummet. Jim took
early retirement. Shortly afterwards, the Jay Brothers’ name dis-
appeared from the UK high streets.

What went wrong at Jay Brothers? Before we discuss this, try the
following thought problem.
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Thowught problem 1

Imagine that vou are given an 8-pint jug full of water, and a S-pint
jug and a 3-pint jug that are both emply. We will represent this as
8 8, 5-0 and 3-0, where the first figure indicates the size of the jug
and the second figure indicates the amount of water in the fug, Your
task is to pour the water from one jug into another until vou end up
with 6 pints in the 8-pint jug and 2 pints in the 3 pint jug (i.c. 86,
5 0,3 2). Since the jugs are opague, you can only tell if a jug is full,
empty, or partly full.

What are the moves necded to change the initial state of the jugs
into the goal state?

The easiest series of moves is as follows. It is worthwhile working
through these moves:

Jugl -. J_ug 2 Jug3

Inital state 5-8

50 30

Intermediate states 83 33 3-0
83 52 33

8-6 52 340

Goal state 8-6 50 3-2

First, jug 1 is used to {ill jug 2. Then jug 2 is used to (ill jug 3. Next, the
contents of jug 3 are poured intc jug 1, and finally, the contents of
jug 2 arc pourcd into jug 3. Do vou follow this logic? Take your time
and rework thought problem 1 until the steps to the solution are
clear. When you have done this, try thought problem 2.

Thought problem 2

Imagine vou have an 8-pint jug filled with water, an empty 5-pint
jug and a 3-pint jug containing 1 pint of water (i.e. 8-8, 5-0, 31},
The goal state is 8-6, 5-0, 3-3. Let us again follow the logic of the
maoves.

First, jug 1 is used 1o fill jug 2. Then jug 2 is used to fill jug 3.
Next, jug 3 is poured into jug 1, and {inally, the contents of jug 2 are
poured into jug 3.
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Jugl Jug 2 Jug 3
Initial state 8-8 54 3-1

Intermediate states 83 55 3-1
83 53 3-3
8 4 5-3 30
Goal state 86 5

-0 3-3

Do vou follow the logic? Take vour time and rework the steps in the
solution. In fact, shoudd you follow the logic? If vou feel that you
should, then think again! A more efficient solution to thought prob-
lem 2 would be simply to pour the contents of jug 1 into jug 3.

Success formulas

Psychologists have given individuals a series of problems to solve —
like thought problem 1. - that can ondy be sclved by a long sequence
of moves that, over time, becomes a familiar ‘success formula’ 1o the
individual problem solver. When the same people are eventually pre-
sented with a problem similar to thought problem 2, they try to
follow the same ‘success formula’, rather than see the ‘'short cut’. By
contrast, people who are simply presented with thought problem 2,
without having experienced solving a sequence of problems like
thought problem 1, see the straightforward solution without any dif-
ficulty. In other words, our thought processes tend to become
cogriitive babits, which, much like a machine, we use ta solve prob-
lems in a predictable way.’

Jirn Nott at Jay Brothers menswear also followed a ‘success for-
mula’ that had always worked: expert procurement. But the world
had changed in the late 1970s in the UK. Men had become more
fashion conscious, and Jay Brothers’ well-made, year-by-yvear cheaper,
casudl clothes were good buys but were simply no longer seen as
stylish by more discerning men, Hence, Jay Brothers went out of
business. Consider thought problem 3.
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Thought problem 3

Below are nine dots, Your task is to draw four continuous straight
lincs, connecting all the dots, without lifting your pencil from the
paper. The correct selution is shown in Appendix A, 1'ty the problem
first, and then reler to the sohution,

Did vou have difficulty solving the nine~-dot problem? If so, you are
like most of those T have given the problem to in my MBA and
executive classes. Assumptions made about problems are called
‘frames’, or ways of seeing,

Frames of reference

In organisations, the roles that people occupy can influence the way
that problems are seen or framed. For example, a cosmetic products
comparny was losing money in the early 1980s. Kev managers in the
company were asked o investigate and report on the reasons for the
decline. The marketing managers thought that the cause of the
problem was lack of advertising and prometional support. The manu-
facturing and distribution managers blamed inaccurate sales fore-
casting and lack of customer knowledge on the part of the marketing
group, while the finance department blamed budget overruns by all
departments. Finally, the legal department identified that a lack of
new franchising and lcensing agreements meant that the company
lacked new products to sell,*

It is clear that poor framing may mean that managers set out to
solve the wrong problem because they have created] a framework
for a decision with little thought. The best options may be over-



Chalienging Routines -

looked, Well-rehearsed and familiar ways of making decisions will
be dominant and difficult to change - just as with Jay Brothers
menswear.

In large and successful organisations, current ways of doing
business will become embedded more and more deeply as the vears
pass. For example, consider the majority of companies within the UK
and US auto industries in the Jate 1970s, The focus was on manu-
facturing long production runs with. minimum redesigns. By con-
trast, other countries’ manufacturing frames were more customer
oriented, in that responsiveness to changes in customer demand was
the focus, In the UK and the USA, the high level of commitment to
a — previously successful — production-criented strategy meant that
management was slow to adapt to a world where changes in cus-
tomer preferences mean that past demand is no longer predictive of
future demand. In some companies, attention to the changing desires
of customers can be limited. A marketing focus is not necessarily a
universal characteristic of companies that have been in business for
many years. Consider the following abstracts from articles about
Marks & Sperncer, a4 major UK clothing retailer. 1 have chosen those
aspects of the articles that relate to Marks & Spencer’s framing of the
way to do business as a clothing and speciality food retailer.
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1t is clear that an organisation may decline or go out of business if its
managers fail 1o change their business frame so that it is more closely
in tune with changes in the world.? For example, consider in the late
1970s a manufacturer of watches whose expertise is in producing
accurate, miniaturised, clockwork movements. This company’s com-
petencies in clockwork will, of course, turn out to be ill-matching to
the extreme accuracy and cheapness of quartz watch technology in
the mid-1980s. Consider also the manufacturers of bowler hats, solid
rubber car tyres, valve radics and valve televisions. Each of these
manufacturers would have developed capabilities/competencies —
perhaps unigue ones — in their manufacturing/development pro-
cesses. The problem is, of course, that valued competencies may
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become irrelevant as changes in technology or fashion sense occur.
The key 10 success is not 1o be tied too closely to current ways of
doing business or ‘success formulas’. Success formulas and uied-
and-trusted approaches should be open to challenge, debate and
dissent. Consider the following article about Robert Dyson’s attempt
ta interest well-established vacuum cleaner manufacturers in his new

design of vacuum cleaner.

Risk taking versus risk aversion

Now let’s move on to another demonstration of {raming effects on
decision making. Thought problem 4 asks you to makc a policy
decision.*
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Thought problem 4

Imagine that the USA is preparing for the outbreak of an unusual
viral disease, which is expected to kill 600 people. Two alternative
programmes to combat the disease have been proposad. Assume
that the exact scientific estimate of the consequences of the pro-
grams are as [ollows: If programme A is adopted, 200 will be saved, If
programme B is adopted, there is 4 1:3 probability that 600 people
will be saved, and a 2:3 probability that no people will be saved. I
you had to make the cheice, which of the two programmes would
vou favour?

well, if vou are like most people then you tend to favour programme
A. Such a cholce is risk averse, in that the prospecat of certainly saving
200 lives is more attractive than a risky prospect of equal expected
value. By ‘expected value’, we mean the probability of our outcome
multiplied by the value of that outcome. For programme A, the
expected value is a 100% chance of 200 lives saved, whereas in
programme I Lbe expected value is 1/3 X 600 plus 2/3 X 0 = 200. So,
both programme A and programme B have an equivalent expected
value of 200. However, imagine il instead you had been presented
with the same cover story but with a different statement of the
outcomes of the alternative programmes as follows: If programme C
is adopted, 400 people will dic. If programme D is adopted, there is a
1:3 probability that nobody will die, and a 2:3 probability that 600
people will die,

In this formulation, most respondents favour programme D. This
option is risk taking in that the certain death of 400 people is less
acceptable than the two-in-threc chance that 600 will die. Choices
involving gains {e.g. between programmes A and B) are often risk
averse, and choices involving losses {e.g. between programmoes C
and ) are often risk taking. Notice that the choice between A and B
is identical to the choice between € and D. The only difference is that
the first choice emphasises lives saved, while the second choice
emphasises lives lost. This simple change of frame produces a
dramatic shift in choice.
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Multiple frames

Without realising il, we tend to see reality through one frame at a
time, and once locked into a frame, ir is difficult 1o switch frames,
Even physicians - who might be expected to know how to think
dispassionately about life and death — are influenced inappropriately
by the reference point, in this case lives saved versus lives lost, in
problems similar to the one above,® Ideally, decision problems should
be examined through more than one frame of reference.

Imagine a husiness in difficulty that is facing a choice between two
aptions — both of which carry the risk of losses. The tendency will be
to favour the option that may deliver the better pay off, even if it is
the riskicr option. By contrast, in more comfortable times, the
business will tend to choose options that are risk averse, The former
risk-taking orientation in the domain of losses is illustrated well by
the events in the downfall of Nick Leeson 4s he tried to recover from
his gradually deteriorating final position as a futures trader, We shall
have morce 1o say about Nick Leeson in Chapter 6. As an example of
risk-averse choices in times of abundance, imagine that vou are in a
well-paid, secure and interesting job. If someone offered vou another
joh, you would have to be 100% sure that the alternative job was
better before you would seriously consider a job change.

An identical choice problem can be framed differently -as a choice
involving gains, or as a choice involving losses — and, depending on
this framing, vour favoured choice will be different. The key to
improved decision making, then, is 1o seek out different framings of
the same strategic situation, because the frame that vou adopt will
influence the choice that you make.

U'sing frame analysis

How can this be achieved? One response is 1o make use of ‘frame
analysis’, a set of simple uestions that you pose to vourself or your
management team.® The six key questions to ask are:

1. What aspects of the situation are downplayed?
2. What reference points are used to measure success?
3, What does the frame emphasise?
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4. What does it minimise?

Do others in the same industry segment think abour the issue
differently?

6. Is the decision onc involving potential gains or one involving
potential losses?

WA

In terms of Jimm Nott and Jay Brothers’ menswear, the answers to
these six questions are straightforward:

1. Causes of poor sales other than price.
(i) Sourcing finished goods at cheaper prices.
(if) Year-on-year sales figures that are, at least, constant.

3. Becoming more aggressive/resourceful in sourcing finished
goods,

4. Market/customer orientation,

5. Yes, others sell multiple brands (other than own brands) of
casual wear.

6. The decision is one prompted by current losses,

By completing a frame analysis you will, as a result, put alternative
framings of a strategic issue onto the agenda of the management
team. As we shall see in later chapters, we advocate several other
methods to ensure that the management team will consider carefully
these new agenda items and thus overcome framing bias. All the
methods that we advocate focus on enabling the management team
to challenge current ways of doing business, As stated in the subtitle to
this book, we believe that the most precious asset of any organisation
is the intellectual resource residing in the minds of its maragement
tcam. Methods thar can bring this resource to bear, in order to
challenge current ways of thinking, have the potential to pay out
massive dividends to the organisation. But, as we shall also see in the
next chapter, it is commonplace that individual managers find it
difficult, if not impossible, to challenge ‘success formulas’, Often, no-
one speaks out as an organisation sinks into decline. In our view, the
key task of top management is 10 encourage challenge and debate,
and hence hamess the intellectual resources of the management
team. As we shall see, a similar-thinking management team who
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seldom debate issues is, in itself, a telltale sign of an organisation
that may not be able to adapt early encugh to change.

Key messages

Challenge the routine, Challenge success formulas. Recognise that
cholces involving gains are: often risk averse, and that choices involv-
ing losses are often risk secking, Make usc of frame analvsis to gen-
erate alternative viewpoints and overcome framing bias, Remember
that organisational decline is often a direct result of complacency in
tOp managemernt teams.

Our cxamples of outdated recipes for success at Marks and
Spencer and Robert Dyson’s fatled attempts o interest Bosch, Miele
and Electrolux in his new vacuum cleancr design illustrate that man-
agers’ framing of ways to do business can become embedded more
and more decply in successful organisations as the vears pass, But
such recipes for success will, eventually, become less well matched
to the business environment. Challenging complacency by challeng-
ing framing holds the key to ensuring your organisation’s continuing
SUCCess.






