Activity 2. Search for Intelligence and Information
Introdudion

Knowledge is powerOSeek and ye shall find.O The Holy Bible, Gospel according to S. Mathew, chapter 7, verse 7

Oraq war based on Glawed(reportsOU.S. Senate blames over stated intelligenceon
Hussein@ Weapor]sfor Bush decisionO.Paul Koring, The Globe and Mail, July 10, 2004, A1. &®erious flawsQin
Iraq IntelligenceO,BBC News, 14 July, 2004 http:/news.bbe.co.uk/1/hi/uk_politics/3890961.stm

Probably no event since World War 11 illudrated theimportance of and adverse
consquences of unreliable and inaccurate intelligence as the attack on Irag in March 2003. The
headlines reflect the volumes written aboutthe seriouserrors made by the government® intelligence
services of the United States and the United Kingdom, two of thelargest, mog advanced ndionsin
theworld. TheU.K. inquiry, headed by Lord Butler, into theintelligence issuefound:

* (rhelimitationsof theintelligence in the September 2002dossier were not Gnade

sufficiently clearQwith important caveats removedQ

* (Fhere had been an @vea-relianceCon dissident Iragi sources and human intelligencein

generalQ and

* (Bince thewar key claims based on intelligence from agentsin Irag, induding claims the

Iragis had recently produced biological agents, had had to bewithdrawn because they

were Qinreliable@ http:/inews bbe.co.uk, ibid
The United States Senae( report of the Bush administration® decision to attack |raq Quas based on
false and exaggerated intelligence about Baghdal® weaponsof mass destruction and its linksto al-
Qaeda. Koring, loc. cit. OMistakes leading up to thewar in Irag rank amongthe mos devastating losses
and intelligence failuresin the history of the nation. Osenator John Rockefeller, quoted in Koring, ibid. The
intelligence service also was blamed for a Gailures of imaginationOThetrail of blame led from the
intelligence gahering sevices throughits administration to theleaders of the United States and the
United Kingdom

Jud like human beingsrely on healthy bloodflowing throughther veinsand organs so do
organizations thar management, pasonné and other stakeholders rely on expert intelligence and
valid and reliable information. Such intelligence and informationis the Qife bloodGof aviable
organization. Thisfundamental and essential importanceisillugrated inthe TSMP modd. The
search for best qualityOintelligence and information continues throughthe entire process. It draws
fromall of theintegral, internd sources such as accouning, finandal, marketing, produdion,
personnd, research and development, information technology and any other sources that provide
useful inputs for management in its andyses and decision making. Since organizationsare
increasingly influenced, even shgped and directed by their unique situationd environments,
management is compd led to seek expertise and data aboutarangeof externd forces and conditions
from numerousand diverse sources often opeating outside of the organization. In effect,
management looksat its situationsthroughi-focalsQ i.e., they focusoninternd and externd
circumstancesin ther managerial dutes and respongbilities. To continuethe metaphor, managers
use cameras and adjud ther lensback and forth from short to medium and longrangeto meet their
needsfor thetime sengtivity and perspective tha is so vital to setting organizationd aims,
developing and evaluating policies, preparing plans, programs and budgés, and ultimately
implementing and adapting the organization® endeavor as situaionsand peformance dictate.



Integral to the orientation stageis management's need for knowedgeabout undestanding
of and ability to adgpt successfully to the changinginternd and externd, priority situaion(s) of the
organization and its environment. To achieve such manageria capabilities requires condant
monitoring of thegeneric environment and more specific searches and studies of issues and
problematic situations The TSMP modd identifies ten common components of mos organization@
environments. For busness organizations competition could be added to the set. The search for
intelligence and information by management, personné and variousexperts, such as marketing
researches, engineers andfinanda andysts, is directed toward precisely identifying and andyzing
externd forces and conditionsthat are or are likely to impact ontheorganization,i.e., in the
environment.

Developing such amanagerial mind<et individually or collectively has become increasingly
essential in times of dramatic change organizational threats and oppotunities, thegrowingrisks and
potential gainsor losses inheent in such chdlenging situaions Virtud readlity is becoming actudity.
Simulationsare becoming modds not only of vehicles, machines and awiderangeof othe produds
but aso for markets, trade systems, opeationd activities, induding surgery, and organizationd
tactics and strategies. Thelist is endless. Every day, chdlenges become more difficult, especialy in
situdionswhere management needsto bere-oriented alongwith or ahead of its organization, its
people, ther tactics, strategies, related activities and resource allocations

In the past, management was much ssimpler. Forces of changewere fewer and had less
significant impact on organizationsand ther management. Organizationd situaionswere less
chdlenging andrisky. Managers and other personnéd became complacent and stagnae, especiadly if
they have been reasonably successful over time. Historically, mismanaged organizationsGnuddied
throughGand somehow survived. Thelengthy list indudes the Big Three and al of the United
Kingdomautomobile manufacturers, IBM, Genera Electric, Eastman Koda&k, Seagrams, Japanese
banksand many of its protected indugries, many West European companies, state "enterprises’ in
sodalist regimes, utilitiesin many counties, mog public ingitutionsand many small busnesses
opeaatingin local markets. Others collapsed or were taken over.

Today, theconsquences flowing from a dynamic environment, an unintelligent and an ill-
informed management are becoming indantaneousand increasingly decisive and punitive. In the
corporate world, even the hint or rumor of mismanagement bringsa dropin share prices, sell-offs of
stock, indsive inquiries from stock brokers, finandal andysts, regulatory persond, even legidators
and attorneys gengral. Therisks and coss of Gerew-upOor failures are so great that management
and the organization-at-large mug be condantly vigilant of threatening circumstances before they
impact adversely on the organization, its management and other stakeholders. Even oppotunities can
have negaive conequences, e.g., oppatunity cods, if they are missed, failed or compdtitive
organizationstake advantage of and bendfit from such situaions Consequently, key, if notall,
personnd mug be continuousy monitoring their macro or general as well as micro or specific
division, departments, fundiond or opaationd environments to keep abreast of changing situaions
germaneto ther organizationsand thar optimal management.

Searching for and obtaining inputs aboutactud or potential influences, forces and conditions
require on-going systemic approaches that are interrelated and interactive with theother activitiesin
theprocess. Asthe TSMP modd depicts, the search for intelligence and informationis on-going



throughouttheentire process. Such searching dependson variousmeans of monitoring forces and
conditionsinternd aswell as externd to theorganization. Seeking valid and reliable information,
expet andyses and authoritative opinionsare vital in this stage and throughoutthe entire TSMP.
Such knowledgeis thefounddion and thevital ingredient for deermining and evaluding
organizationd pumposes, trandorming dreams, aspirations visionsor missionsinto objectives and
gods, making astute tactical and strategic decisonsand performing optimally.

Key Process Question: Which comesfirst: determining the purpose or monitoring the environnent of
theorganization?

Convindng arguments can be made and many historical examples can be provided that
suppots each activity bengfirst inthe TSMP. Decades ago, aleading executive and scholar wrote
tha Qpurpoe is essential to give any meaning to the rest of the environment. Theenvironment must
belookel at from some point of view to beinte”igib|e.OChester . Barnard, The Functions of the Executive, Cambridge:
Mass.: Harvard University Press, fifteenth printing, 1962, p. 195. Paraphrasing Mr. Barnard, at all times, the environment
presents a multitudeof changing forces and conditionsthat influence organizations ther
management and strategic processes, programs and activities.

Looking back into the histories of organizationsand ther foundes, we see in 1937that
recession and family obligationscreated a clear and driving purpose in my father to start a publishing
budgness tha heand his successors grew into a very successful company during more than six
decades that followed. In 1939, Thomas Bata, faced with warfare throughou Europe came to Canada
and extenda his father@ shoeempire to more than 30 counties. In 1979 the Tranh family escaped
political persecution, finandal deprivation and threats to ther lives. They came to Canadawith the
QGhirts on thar backQ did menial jobs saved their money and established ther own jewelry busness
tha continuesto flourish. An endless list of such creationsin busness, public ingitutions e.g.,
security services, education and health care, and charities reflect thevital relationship of chdlenging
environments and developing purposs. Tha interactionisvital to the TSMP andisilludrated in the
first two activities of Exhibit I. Both contiibute significantly to the situaions(Activity 3) manage's
encounier and theandyses they doto orient, clearly and subgantively, the organization, its tactical
and strategic processes, activities and resource alocations

Aswill beseen in asubsequent section, severa other cogent questionsare useful to guidethe
monitoring process and the inherent search for essential intelligence and information. Some of those
cogent questionsrelate to the motives and needsfor such activities, the subdance sought the
location, timing and quantity of intelligence and information required as well as the methods
techniques and processes to be used. Other important questionsrelate to the sources of such
information and intelligence. And we mug beaware of information and intelligence overload. How
many times do we encounter brilliant people with mindsfull of knowledge a stream of impressive
rhetoric butlack an ability to make decisionsand take timely and progressive action?

Reactive search
Historically, managerial monitoring, if any, was oriented predominantly to adversities and

other unsatisfactory conditionsor problems within the organization. Accouning records, sales and
produdion reports would bereviewed periodicaly, oftentimes supeaficialy and/or hgphazardly.



Problems would beidentified and investigated, usually months after they hgppened. Typicaly,
personnd with fundiond responsbility and expertise would identify andlookinto problems related
to finance, produdion, inventory, sales, marketing and human resources, usudly when a problem
aros in oneor more of the opeating areas. Public or cusomer complaints might bereviewed if the
complainant was peasistent or important enoughand posed a threat, legd or otherwise, to the
organization. Managers would get involved when the problems became "serious'. Such involvement
was predomnantly reactive.

Reactive examples abound.In the past, owners and/or managers in manufacturing companies
seldom planned for equipment replacement. They fixed it when it broke In Eastern Europe mos
state enterprises coninueto managetha way, if they are still opeatingat all. In North America,
sewing and other machine-makers, manufacturers of photographic, television, electronic and other
technologically developing produds as well as auto makers continued to use obslete produdion
systems into the 1980s years after the Japanese had conveted ther plants to highly automated,
roboized opeations

In pat, the problems emanaed from the culture of the organization. Consder thewords of
L ee lacocca, uponjoining the Chryder Corporation as its President and Chief Executive Officer:

Wha | foundat Chryder were thirty-five vice-presdents, each with his own turf.

There was noreal committee setup, no cement in the organizationd chart, no system

of meetingsto get people talking to each other. | couldn'tbdieve, for example, that

theguy running the engineering department wasn't in congant touch with his

counterpat in manufacturing.
I'd call in aguyfrom engineering, and héd stand there dunbfoundel when I'd

explain to him tha we had a design problem or some other hitch in the engineering-

manufacturi ng rel ationship. Lee lacocca and William Novak, lacocca: An Autobiography, New Y ork: Bantam
Books, 1984, pp. 152-3.

Asthis situation and the entire bookilludrates, isolated domains had become pervasive throughout
theentire Chryder organization with the consequences beng far worse than merely thelack of 3E
communication, coordinaion and performance. In 1980,the Chryder Corporation was in bankruptcy
protection. Only amassive restructuring and refinanang effort kept the company from collapsng.

Not until thel980sand billionsof dollarsin finandal losses were suffered did Chryder, Ford
and General Motors regain competitive momentum from Toyata, Honda Nissan and other Japanese
auto manufacturers. Early in the21¥ century, the Big Three continued to face the chdlenges of cog-
cutting, produdivity increases and the need for government subsdiesin ther effortsto be
competitive with foreign automakers. Other indudries, notably steel, airlines, aerogpace and
agriculture, all consdered economically significant, have struggled to react to changing
environmental forces and conditions And the GitruggleOhas become more intense and threatening
with therapidly accelerating, cumulative effects of globdization.

In recent times, theglobd airlineindugry has been oneof the mod reactive in its approach to
searching the environment and devel oping tactics and strategies. One of thereal reasonsfor thar
plight, notflight, is seriousoverspending on aircraft and the subsequent debt tha they accumulated.
Along came some econonic turbulence. Cash flows dowed, profits turned to losses and the debt
grew. In 2001, those nomal econonic conditionswere exacerbated by theterrorist attacks of 9/11
and the subsequent drop off in airlinetraffic. Airlinesal aroundtheworld suffered. Noneof them



indicated tha they had a proactive approach to ther dilemmas. Mog of them reacted by searching
for ways to survive, mainly throughmergers, insolvency or bankruptcy. Others went into bankruptcy
protection, amongthem Air Canada From April 1, 2003 theairline operated unde the protection of
the CompaniesCCreditors Arrangements Act of Canada, saving it from creditorsCclaims and related
legd actions For more than ayear, Air Canadareacted to its dire finandal situaion by pressuring its
employees and ther unionsto take pay cuts, job cuts and penson plan cutbacks as well as searching
for additiond investors. Nearly ayear later, Air Canadamanagement in collaboration with Trinity
Time Investments Ltd., a progpective equity investor, continued to pressure the unionsfor
conassons.

Probably no aspect of corporate management has generated so much adverse reaction from the
genead public, govenment and regulatory bodies as thefraud, corruption and mismanagement that
spread throughmajor American busnesses in the early years of the 21% century. Addphia, Arthur
Andesen, Enron, Fannie Mae, Freddie Mac, Health South, Martha Stewart, WorldCom, YBM --- the
list of culpritsis endless and growingin North America and throughouttheworld. Much of the
search for intelligence and information by the management of these companies leads them to
defences agang legd actionsby govenment prosecutors, creditors and shareholders. Othe
corporationssearch for ways to improve ther executive and managerial morality and become more
ethical in thar busness practices. Corporate sodd responsbility (CSR) and governance have
become the Gbuzz wordsOcommon to the rhetoric of senior managements in many suspect
corporations

In acaseinvolvinginterna and externd conditions Bata Indugries had to react to the
conviction of senior officers of thecompany by the Province of Ontario’sMinistry of the
Environment for an ecological offence. A fuller reading of the case shows how directors and
managers mus undestand wha duediligence meansand search for intelligence and information
essential to establish policies and procedures ensuring tha the corporation remainsin compliance
with ecologlcal laws and regulations Ernest Rovet, Making Sense of Due Diligence, CAMagazine, Vol. 126, Issue 9, October, 1993,
p.56. Much of such undestanding comes from public policy, legidationsand advandng knowledge
foundin awiderangeand variety of NGOs, e.g., David Suzuki Foundaion, World Wildlife
Federation, environmental agendes such as the Intergovanmental Pand on Climate Changeand
media reports.

Keeping abreast of such developments requires 3E ways of monitoring and, if necessary,
more focussed searches of expet intelligence aswell as valid andreliable information. Such
endeavors are not new or unique Away back in the 1970s progressive organizationssuch as Great
West Life Assurance and Canada Pog had internd as well as externd environmental monitoring
services. Many corporate organizationshave such monitoring services, althoughnot necessarily
usng such intelligence and information for progressive tactics and strategies. Much of the focus of
those servicesis on economic and competitive forces in ther respective markets and ways, legd or
othewise of (beating the other guyQinduding shareholders out of thar duereturns, governments out
of thar duetaxes and competitors out of their duemarket share.

Proactive search



In more recent times, opeationd, fundiond and senior management have become involved
in monitoring theinternd and externd environment in anticipaory, timely and progressive, i.e.,
proactive, ways. "On both sides of the Atlantic, top executives of big companies have acommon
message aboutchange plenty more is coming.” Bruce Little, Companies on the brink of overhaul, The Globe and Mail,
Toronto: October 31, 1994, p. B1. Theforemos changes that executives said ther companies would have to
make in the next three to five years were in thar marketing strategy and thar strategic planning.
North American and European companies may have been sow to respondto more intense
competitionin the1970sand early 1980s "buttoday, thereis no doubtthat complacency has been
replaced by a fierce commitment to remake the corporation and its environment”. ibia. Even if
corporationsare not capable of remaking ther environment they are capable of monitoringit for the
purposes of anticipaing changes and shaping its aims, plans programs, activities and resource
alocationsproactively.

Asthelast century endad, managements globdly were forced to anticipate and managethe
potential threats posed by the changein daes from 1999to 2000in their computer systems. The
Y 2K scenario required extensve and intengve searches for intelligence and information, much of it
highly technical, asvital inputsinto plansand activities to keep thar electronic systems from mal-
fundioning or collapang. Banks other finandal ingtitutions utilities, government agendes and a
multitudeof other large, medium and small organizationsaroundtheworld spent billionsto prepare
thar information systems for theinevitable date changes in ther el ectronic systems. Even non-users
of computers faced an indirect threat. One owner of apartment buildingsin central Albertawas
concerned aboutthe progpects of his tenants being withoutelectricity and naural gasfor heating. His
concernswere heightened by thefact that the start of the new millennium was in the middle of the
coldest time of theyear. Based onthebest intelligence and information available, induding weather
forecasts and assurances of supply from the energy companies, the owne/manager decided to use
contingency plansand lease two portable generators as back-up sources of lightand heat for his
apartments.

Monitoring the environment(s) in systemic, hdlistic ways is oneof themod proactive,
essential and difficult chdlengesto managers. Sudh monitoringinvolves consgderable breadth, depth
and complexity. Globdly, naiondly andlocally, managers monitor econormic fluctuaions
technological advances, sodety's expectations ethics, politico-govanmental machinaionsand
numerousother influences, separately, in many combinationsand systemically. Since ®/11Qtop
level managers and ther intelligence services have placed terrorism at or near thetop of thar list of
priorities for intelligence gathering, diagnoss and prognoss. Andthey are bengchdlenged to use
thar imaginaionin thar searches and andyses. Similarly, those who are concerned with
competitiveness seek imaginaive, feasible ways to enhance produds and services, advance
produdion and lower cogs. Managers findand build onthear organization'sstrengths They findand
minimize, if noteliminate, ther organization'sweaknesses. Other pesonné are searching for new
cugomers or publics, mgjor markets or nichesto serve, produds or servicesto improveaswell as
technological and feasible oppotunitiesfor survival and growth. Conaomitant with such efforts are
searches to identify threats from compeitors, technological innovaions government policies or
programs, public attitudes or other sources of changethat pose a potential or actud dange to the
continuance and proerity of the organization. Such monitoring facilitates proeactive decision
making and performance. For the past five decades or longe, in afew exceptiond organizations
managements inareasingly have been surveying markets, thoroughly evaluaing demand and



competition, researching and developing new products and ways of produadng, distributing and
marketing them. Similar efforts to search the environment proactively have been made by
govanmental agendes and NGOs. Consder the efforts made by the Club of Rome in the 1970sto
alert gove'nments, corporationsand other organizationsto the natural limits to growth. Three
decades later, globd warming, air and land pollution, scarce sources of water and other deteriorating
ecological conditionspose seriousthreats that progressive managersin every type of organization
have to face and managein proactive ways. Even staid ingitutionssuch as banks have become
proactive in ther search for better ways of providing ther services. For example, the Coopeative
Bank of England has developed a successful banking strategy based on research projects involving
ethical question posed to more than 30,000 of its cugomers. Brian Harvey, CEthical Banking: The Case of the
Cooperative BankQ, Journal of Business Ethics, Vol. 14, Issue 12, December, 1995, pp. 1005-1013. By contrast, Ginanda
ingitutiongin eastern Europeare usng physcal injury, even desth, extortion and other corrupt
methodsto GadvanceOther organization, its market power and profits. After the corrupt debacles of
Addphia, Arthur Andesen, Enron, World Com and a growing list of other corporate crooks ethics
and govenance seem to beback in vogue at least temporarily in North America. In ther effortsto
guidethdr organizationsprogressively into the future, proactive monitoring and focussed searches
are bang doneby management and needed in awide rangeof sodal issues, public policy,
govenment laws, regulationsand programs, legd rulings econonic trendsand fluctuaions
technological advances and improved busness practices.

Monitoring the environment hd ps management deerminewhat forces and conditionsare
mog relevant and likely to influence or shgpethear andyses and decision making in the short,
medium and longterm futures. Q.. theentrepreneur always searches for change respondsto it and
exploitsit asan oppolunity.OPeter F, Drucker, Innovation and Entrepreneurship BPractice and Principles, New Y ork:
Harper and Row, Publishers, 1985, p. 28. Corporationsnot only monitoring their environment as integral
aspects of thar strategic management butthey integrate environmental issuesinto ther organization,
itstactics, opaationsand ther management. Amoco Corporation has integrated environmental
management into its health and safety aims, pdicies and programs. The Corporation has publicly
stated thefollowing objective: "to continueto integrate environment, health and safety consderations
into our everyday opeations' and "In doing so, we bdieve tha performance improvements will
favorably influence Amoco'sfinandal results.” Amoco Corporation, Raising the bar, 1996 Annual Report, p. 26
However, the Qorodf isin pudding OAmoco, like dl oil companies, have had mixed results,
especially in regard ecological degradaion. The oil indugry continuesto beoneof, if not, the mos
harmful in theworld. Only their political (hedfellowsOsave the oil companies from having to be
more sengtive to thar environment and progressive in thar busness opeaations

Therelationship beween the environment and progressive management is well-recognized in
other organizations Beforeit was taken over by Weyerhauser, MacMillan Bloedd Limited the
former President of MacMillan Bloedd Limited stated, "we are taking extraordinary stepsto ensure
tha our opaationsrespondto sodety's changing environmental expectations ORobert B. Findlay, new
measur es of environmental performance, MacMillan Bloedel Limited, Annual Environmental Report 1994, p.1 Thefollowi ng
year, the corporation stated that "Continuousimprovements in environmental performance requires
an on-going link between the company'sbusness strategy and its environmental strategy.” MacMillan
Bloedel Limited, GExpanding to Meet the Needs of a Competitive WorldQ Annual Report 1995, p. 16 The corporation, in part
respondngto sodal, political and govanmental influences, has opeationdized its environmental
monitoring to indude



1. aninternd environmental services department and appointing environmental managersfor
each mgjor mill;

2. establishing internd environmental management and auditing systems to monitor
performance in manufacturing facilities; and

3. extending the environmental audits to forestry and logging operations Robert B. Findlay, new
measures of environmental performance, MacMillan Bloedel Limited, loc. cit.

Annudly, the corporation'sauditors provide areview of MacMilllan Bloedd's environmental
performance. In 2004 evidence tha the Weyerhaeuser Company@ proactive monitoring of the
environment was foundits decision to pogponelogging for five years on 82,000 hectares of
ecologically sengtive woodland in northern Alberta. Mark Lowey, OVeyerhaeuser postpones logging caribou habitat,
Wild Lands Advocate, Volume 12, number 3, June 2004, p. 20. Unfortunaely, too many corporationscontinueto
exploit natural and human resources aroundthe world.

Almost daly, themediareport ecologically and sodally irresponsble and hamful
exploitation. (See, for example, the World News at www.BBC.com) Governmental agendes and
NGOs report on major scientific and other empirical studies of seriousconditions even disasters,
throughouttheworld. (See, for example, webstes such as www.pollutionwatch.org,
www.davidsuzuki.org and www.sierradub.ca.) Leadersin busness, govenment and journdism have
written subgantive and indicting booksabout corporate exploitation of the environment. (See, for
example, former United States Senaor and Vice President Al Gore® Earth in the Balance, New
Y ork: Houghbn-Mifflin, Inc, 1992;the co-founde of several busnesses, Paul Hawken® The
Ecology of Commerce, New Y ork: HarperCollinsPublishers, 1993; and The Atlantic Monthly
correspondant, Eric Schlosser@ Fas Food Nation: the dark side of theall-American meal, New
Y ork: HarperCollins Publishers, 2002)

One of themog common reasonsfor organizational failuresisthetendency of management
to "get in arut’, notto think utside of theboxQnot to andyze and act dynamically and objectively
in achanging environment. TheU.S. congessiond investigation into the 9/11 intelligence debacle
foundtha deficiency. LiketheBig Three auto makers, North American appliance manufacturers,
Marconi, Texas Ingruments and other indudrial laggads I1BM resisted changesin its markets. For
years, Big BlueOdid not accept the growing realities of persond computers and dognatically stuck
with its mainframe computer produds and services. Objectivity isimperative in seeking information
andintelligence. Biased thinking distorts and limits management's perspective, its creativity and
progressive decision making. Biases tend to negae intelligent, well-informed andyses and decisions
Nowhere isjaundiced decision making more appaent and detrimental than when it isdoneby the
heads of countries such as Hitler when Germany attacked Russia, throughoutthe Soviet Unionwhen
Stalin eradicated millionsof innoe@nt people and the Bush administration when it invaded Irag in
2003.Compae tha attack on Irag with themore complex gahering of intelligence and information,
effective communicationsand successful negotiationsundeataken by the Kennedy administration
during the confrontation between the United States and the Soviet Union aboutmissilesin Cuba
during 1961-2. (For arationd decision-oriented accountof the Cuban crisis, see Grahan T. Allison,
Essence of Decision: explaining the Cubanmissile crisis, Bogon: Little, Brown Company, 1971)

To develop and maintain dynamic, flexible perspectives, management mug condantly seek
and assess intelligence and information from a variety of sources and perspectives, induding
contrarian viewpoints and evaluaions For years, oneleading insurance company had an in-house
QuturesOguru whose responsbilities were not only to Qiream upCchalenging scenariosfor the



company butto bethe Qlevil @ advocteOduring the corporation® planning process. Oneof

Canada largest bank note companies employed aformer forger to use his experience and knowledge
to chdlengethe designsand produdion of foreign and Canadian currendes. Such perspectivestend to
stimulate arangeof ideas and critical thinking, prevent biasing, provide bdance and assist in
developing future scenarios, formulating objectives and gods, plans strategies and tactics. After such
an exercise, management's mog subgantive and well-reasoned postions induding tactical and
strategic aternaives and decisions are more likely to result.

Increasingly, management is expected to make decisionsin dynamic conditionsinvolving
numerousvariables tha commonly are inadequaely identified, evaluated and undestood Asa
consequence, uncertainty and risk increase. In too many cases, cods and failures rise a'so. Many of
the problems and issues that arise and many of thedecisionstha have to be made emanae from sets
of environmental forces and conditionstha cannotbe controlled by an organization or its
management. Thislack of control does not, in any way, suggest tha management should disregard
theenvironment. On thecontrary, thelack of control over environmental forces and conditionsis
sufficient reason for management to be continuousy sensng and searching throughtherelevant,
genea environment as well as well-defined threatening and oppotunistic situations To be othewise
invites undueand unnecessary risk and increases the probability of adverse consquences.
Organizations their managers and pesonné perform beter when they are well-attuned to their
relevant environment, whether or notthey like the conditionswith which they have to cope To avoid
or prevent natural disasters, NASA uses and disseminates information aboutthe earthOsurface usng
remote sensgng fromits satellites. In a more down-to-earth way, a section of MacMillan Bloedd @
1995Annud Report, appropriately entitled "Uncertainties’, deals with arangeof issuesinduding
timber tenures and roydties, naive land claims, environmental protection and counervailing duties
by the United States govanment. MacMillan Bloedel, op. cit., pp. 40-41. A study of United States airlines
showed that successful companies were able to develop and implement coheaent strategies and

influence thar profitability favorably within regulatory condraints. Kannan Ramaswamy, Anisya S. Thomas and
Robert J. Litschert, Grganizational Performancein aRegulated EnvironmentQ) Srategic Management Journal, Vol. 15, Issue 1,

Jenuary, 1994, pp. 63-74. Variousand numerousforces, e.g., competition, and conditions e.g., govanment
and economic, impose condraints as well as provide oppotunities. Thechdlengefor managementis
to perform within those dynamics over which they have not control and little, if any, influence.

Common attributes of management's environment

Severa attributes characterize theenvironment of organizations ther management and its
process(es). |dentifying and discussing such attributes hd ps managers to know more and undestand
better the nature of thar environment and how to manageits influences on ther organizations its
strategic and tactical plans programs, activities, resource allocationsand related decision making.

Numerousfactors or elements.

By ddfinition, the environment indudes all the conditions circumstances and influences
surrounding and having effects on the devel opment of an organism or group of organisms. webster's New
World Dictionary, 1988, p. 486. Hypotheically, an infinite number of environmental forces and conditions
could have influences on an organization, its management and its activities. Even asmall busness
has numerousinternd and externd influences. In mog counties, three or more levels of govanment
have amyriad of laws and regulationsto know about and comply with onatimely basis. In



developing counties, commonly lacking in responsble legd and judice systems, busness enterprises
and gove'nment agendes encounter crimind organizationswhich basically corrupt theeconormic
system and defraud the public. As ethically repugrant and econormically exploitive asit is, such
corruptionis areality throughouttheworld. Numerousother factors merit monitoring and evaluaion
within any basic system. Inpus arerequired. Suppliers, ranging from thoe providing capital,
propety, equipment and fixtures to materials and services, need to beidentified, communicated with,
evauaed and chosen on an ongoing basis. At theother end of theinputoutput system are
cugomers or publics who require and pay for goods and services. Add in the persond or human
resources, produdion, distribution, marketing, finandal, accouning and other processes and
activities. Even asmall busness manager has an incredible nunber of basic, vital factorsto be
intelligent and informed aboutfrequently, if notcontinuousy.

Thelarge numbe of influencing factors and elements is a common part of the environment
tha organizationsmug identify, assess and manage. Such a progpect often paralyzes managers
before they start into or proceed significantly with their development and implementation of tactics
and, especialy longe term, more complex strategies. Tha was the experience of two successful
small busnessmen who decided to start acommercial printing busnessin Edmonton, the capital city
of Alberta. Intuitively, they started thebusness by investing some start up capital, obtaining the
necessary permits, licenses, plant location, equipment, supplies, qudified pesonné and handling
many other required matters. Within a month, they decided to abort the development of their new
busgness. Both were too busy with thar other responsbilities and could not handle all of the
requirements of startinganew busness.

To aid in succeeding, managers mus limit or GoundCGthe number and scopeof the
environmental forces and conditions Asindicated earlier in this section, purposes are oneway of
limiting thefactors consdered. Inasimilar vein, therelevance and contributionsthat intelligence and
information might make to setting objectives and gods, assessing situaionsand making decisions
serve to guidetheselection of factors to monitor, evaluate and make choices about Similar to the
way tha chemical elements have been categorized, management may groupenvironmental factors by
common elements such as econonic, sodal, political or technological factors. Or, management may
categorize environmental forces and conditionsbased on actud or patential impacts on organizationd
performance, programs, budgés, strategies, plans aims and purposes. Subsquently in this chapter,
attention will bedirected to making numerouselements and factors more ssmple and manageable.

Dynamic.

Themore numeroustherelevant factors are the greater are the dynamics, often increasing
exponatialy in ther combinaionsof influences. Environmental forces and conditionsare always
changing, some glacially while others fluctuate radically. Mog changes occur incrementally and can
be monitored within theframework of trendsor other evolving patterns Other, more radical and
risk-laden changes, e.g., govenment overthrows in developing counties, invasionsof other
counties, terrorist acts, hurricanes, blizzards floodsand other extreme naural conditions require
some form of aert, early warning activities and sub-process. Such sub-processes scan for signds or
indicationsof relevant and potentially consequential changes. Tactical and strategic managers, thar
staff and expert agencies mug search diligently for changes, anticipaing thar consequences,
determining wha optionsthey have and wha choices have to be made
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Inheent in progressive organizationsis the capability to think aboutchange fromthe past,
in the present and especially aboutthe consequences of relevant changesin thefuture. Decades ago,
Alvin Toffler wrote about"accelerative chang€'. Alvin Toffler, Future Shock, New York: Bantam Books, 1971. He
explained how therate of changewas increasing, particularly to present states of being from past
conditionsand the acceleration of technological developments. Peter Drucker started the 1980s
writing aboutmanaging the "sea-changée' in "turbulent environments". Peter Drucker, Managing in Turbulent
Times, New York: Harper and Row, Publishers, 1980. His theme focussed predominantly on the scopeand
magnitudeof thedynamic forcesin the environment as well as thar impacts on organizationsand
thar management. JohnNaisbitt followed with two booksabout large-scale, genera trendsin the

1980sand 1990s John Naishitt, Megatrends: Ten.New Directions Transforming Our Lives, New Y ork: Warner Books, Inc.,
1982; John Naisbitt and Patricia Aburdene, Megatrends 2000: Ten New Directions For the 1990s, New Y ork: William Morrow and

Company, 1990. Since then theresearch, andyses and insghtful communicationsaboutchangehas
burgeoned, developing into thefield of GhangemanagementQ Mass media, led by theinternet,
bombard uswith daly, weekly and monthly masses of information, intelligence and minutia. All of
this "information overload" is added to the flow of reports, records videos email, regular mail,
telephone fax and other informative sources of change Selectivity, such as setting priorities, is akey
capability for management needing to copewith the endless and increasing rates of inflows and the
growing accumulationsof information and intelligence (and minuta).

For many managers, therate of changehas been increasing exponentially and they are
chdlenged, even with evermore Quser friendlyOsystems, to keep pace with the variety, intendty and
rate of change Mog managers, induding those in professiond practices, evolve in thar adaptation
to many of the changes occurring aroundthem. Some (the Qlinosaurs)) are very reluctant to make
changes. In the 1980s mog of the 75 patnersin alarge, internaiond accouning and management
conaulting firm could not or refused to use persond computers to do much of thar written reports and
other communications Ther objectionswere amog all sodo-psychological and fatuousin naure.
They Qlid notwant to do thework of secretariesQ they Queren® secretariesQ Qlid notget pad to do
secretary@ workOand did Ghot want to putther secretary out of workO Interestingly, the highe up
in the partnership, thegreater theresistance to usng persond computers. Ten years later and with the
changing of the ld guardQ senior partners had dropped the excuses and were usng PCs with
significant improvementsin thar peformance aswell asthat of ther secretaries. In 1998, despite
personnd protests and effortsto engende progressive changes, alaw firm continuesto have one
paralegd work directly for four lawyers, does nothave hot water in itstoilet facilities, uses out-daed
computer software andis not connected with the Internet. How many other organizationsresist the
changes emanating from thar environment and survive? Early in thenew millennium, physciansin
Alberta were being enticed by government subsdies and changemanagement programsto us a
province-wide clinical health information sharing system. To further facilitate the adgptation of such
change teams of conaultants were used to explain the system and assist dodors, clinic, othe medical
organizationsand thar administrative personné to link into the new network. In thewordsof one
congultant, Qhese medical dudes are information systems chalengedO The obviousreply was:
QGnformation systems people are medically-chalengedO In effect, theenvironmentisincreasingly
dynamic and complex. More and more specialists are required to contribute to the management of
such environments and ther vital components.

Unique
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Because of the numerousand dynamic naure of the forces and conditionsin the environment,
each tactical and strategic situaion faced by management isunique Some situaionsmay besimilar
butseldom, if ever, are environmental circumstances the same as previousor future situaions As
with most other conditions the degree of uniqueness is relative to and some fundion of changing
externd and internd forces and ther interactions intengties and influences or impacts. Unique
factors hdp to definethe situaionstha managers are facing and the approaches, actionsand
decisionsthey mug make immediately and in theforeseeable future. TheYear 2000(Y 2K) issuewas
adifferent problem for every organization with an electronic system. Imaginethe complexity of that
problem in govenments, banksandthe globd finandal system. Compare that situation with the
relative simplicity of a hardresser who has time-based appointment schedules or authors who have
little, if any, time-sengtivity to ther work.

Complex.

Monitoring the environment is complex and becoming increasingly so every day. Inheentin
therelevant environment of organizationsare avast nunmber of actud or potential factors tha interact
to form infinite combinationsof variables. Each category of environmental influence has sub-sets of
influential forces and conditionswhich add exponentially to the combinationsof variables and ther
influences. Theinformation overload has grown to the point tha in many corporations specialists,
usng variousframeworks and media, scan the environment for intelligence and information tha are
relevant and significant to the performance of ther organizationd units and ther strategic, busness
and opeationd plans resource alocationsand activities. Condderable thoughtand effort is devoted
to smplifying environmental monitoring, theinformation and intelligence gathered, theandysis and
communicating that is peformed. Never has thetrite K.1.S.S. QprindpleObeen more risky. Few
organizationd situaionsare so limited and ssmple tha such a notion should even be consdered.
Notwithganding this admonition, subsequently in this Activity suggestionsare made for ways of
simplifying the monitoring of the environment.

A necessary, early activity in the monitoring stageis to organize thecomplex set of
interrelated, interactive and interdegpendent forces and conditionsin theenvironmentinto a
manageable arrangament or structure, based on dynamic priorities, usudly determined by actud or
potential impacts on the organization and the performance of its strategies and related activities. As
indicated previoudy, purpos(s), objectives and goals will aid in focussing and guiding the
monitoring process and more specialized searches. Andyzing situations developing policies,
forecasting futures and identifying the needs and uses will further assist in sorting out, organizing and
searching the environment for the optimal mix of intelligence and information

Interactive, interrelated and interdependent.

Thelarge numbe of dynamic and complex environmental elements does notexist in
isolation. Each of these elementsis comprised of a complex set of sub-factors, al of which are
interrelated, interactive and interdependent, either directly or indirectly. They interact with other
internd and/or externd forces and conditionsresulting in a potentially incomprehensbly complicated
set of interrelated and, often, interdegpendent circumstances with which management mug dedl in
monitoring and undestanding the organization® environment. Some factors are more important and
have more impact than others, hence the need for prioritiesin monitoring and searching the
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environment. Take any major environmental factor --- the econony, technology, govenment, the
ecology. Government spending is an important factor in the econony of mog counties and typically
merits monitoring and even more intendve investigation. It identifies the govenment® political-
econonnic priorities andits postion onfiscal respongbility; bdanced or surplusbudges versusdeficit
spending and debt accumulation with its implicationsfor thevaue of the currency, rate of inflation as
well asregiond, indudrial and busness progects. Anyonewho has studied thebudgés and accounts
of actud spending of governments will find many facts and subgantive indicationsabout some of the
largest spending activitiesin mog politico-geographical areas. Past spending paternsand future
projectionsby goveanments and thar numerousagendes provide management with highly reliable
intelligence and information aboutmarket oppatunities and sales progpects. However, add some key
political influences from domestic and foreign sources and the prospects become less clear and
certain. Trade agreements and undestandings condrain thetype and size of government spending.
Unde the North American Free Trade Agreement, thefederal govanment cannotdiscriminae
agang U.S. or Mexican suppliers of goodsand services. Unde Chapter 11, governments can be
sued by suppliers who claim to have been discriminaied agand. Regiond conditionsand forces are
another set of naiond influences. Such influences may condrain or stimulate spending in markets
acrossthenation. Economically disadvantaged regionscommonly receive government fundsfor
development. Politically powerful regions even areas or cities, receive funding for key initiatives or
major sectors. Theautomotive, trangportation equipment, high technology and medical services
sectors have recelved subsdies, by whatever term they are given, worth billionsof dollars. This brief
example of govenment spending indicates clearly how systemic it dloneis. Addin other factors,
such asinternaiond trade and pdlitics, and the system becomes ever more complex and necessary.

Management is well advised to think aboutenvironmental factorsin systemic ways. Well
developal systems provide more organized, complete and 3E ways of searching for and gathering
intelligence and information essential to recognizing issues, andyzing situaionsand making
decisionsthan is doable by other, often overly simplistic, manageria approaches. In contemporary
times, information systems aboundin capacity, technological advances, user friendliness, cogs and
bendits. For many managers, especially those with limited budges and persond expertise,
information systems might add to the complexity, difficulty and cog of obtaining high qudity
intelligence and valid and reliable information tha is relevant, timely and useful. To meet the needs
of each manager@ multivariable, dynamic, complex and uniqueset of circumstances or situaion, he
or shewill need thar own system of gahering and evaluaing intelligence andinformation. The
manager might start with ageneral system@ approach to providealarge scale framework and
organization for theintelligence and information to be monitored, searched for and used throughout
the TSMP. Fromtha general, macro framework, the manager and colleagues can develop more
specific, fundiond or operationd, sub-systems for specialized needs e.g., federal govanment
spending can betracked to specified indudrial sectors, companies, regions cities and plants. Such
tracking and searches provide valueble information for an organization® system or databases used for
busness strategy and opeaationd tactics. In effect, strategic and tactical informationisfed into and
drawn out of the general system.

|dentifies condraints and oppotunities.

Manage's have pasond, soda and organizationd "bounds or limitsto ther rationd

thinking and decision-making capabilities. See Herbert A. Simon, Administrative Behavior - A Study of Decision-Making
Processes in Administrative Organization, New Y ork: The Free Press, Third Edition, 1976, pp. xxviii, xxix and in passim.
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Environmental forces and conditionsfurther l[imit or expand organizationd perspectives, activities,
processes and management's choices of tactics and strategies. Technology, finandal, human or
naural resources limit or provide opportunities to develop abusnessinitiative. Such parameters
changewith related circumstances, e.g., investment of capital, thediscovery of better naural
resources, cog-effective importation of such resource(s), atechnological subditute for it or some
combindion of these and other changes. Political priorities and govenment bureaucracies, programs
and budges determinethe strategic and tactical activities of public administrators. Funding provides
themain limit to charities and other volunteer organizations

Environmental changes infer tha a need or some other force is great enoughto precipitate
threats and/or oppotunities to occur. Historically, the absence of aresource in onearea, region or
county has provided theimpetusfor tradeto be developed and carried out Every day, in every pat
of theworld, entrepreneurial people are identifying oppotunities fromthar sensng or monitoring of
the environment, beit asodal, market, economnic, technological or some other need or, at least, the
prospect of people willing to buy or barter for it.

Deterministic

In many sets of circumstances, environmental forces and conditionsdeterminewha can and
cannotbe doneby management and its strategic process(es). If theclimateis cold, peoplein an
enterprise cannotgrow peaches, orchidsor cotton unless some actionis taken to offset the adverse
climatic conditions In effect, theclimate is deterministic of management's strategy. Such an example
isonly oneof many tha managers could cite to illugrate the boundsor definition of strategic and
tactical action and thethough, anadysis and decisionstha are necessary in thar process(es).
Historically, econonic conditionshave been basic determinants of busness activities, government
programs and charitable endeavors. Political stability/ingability, in part, deermines theinvestment
climate and future finanda programs of busness, govanment and NGOs. Technological
developments have deterministic effects on theprodudivity of variousorganizations especially
manufacturers, and nat on others, e.q., artists and craftsmen. Changing sodal bdiefs and attitudes
influence work preferences and routines while cultural values determine paternsof consumption,
especially food preferences and living habits. Combinaionsof such environmenta factors, such as
econonnic recession and a changeof govenment, will tend to compoundthe effects on organizations
and ther management.

One of themod fundamental and imperative reasonsfor managing strategically and tactically
isto recognize thereality of environmental causes or determinism and to develop feasible processes,
make decisionsand take actionstha will overcome environmental condraints or take advantage of
oppotunities or, at least, negae thelimits or obdacles to condrudtive progress. Congructive
progress becomes the mog fundanental raison d'etre or purpose of mog organizations ther
strategies, tactics, programs, processes and actions

Guides for themonitoring process
Environmental circumstances undelie and contribute largdy to thedynamics,

uniqueness, complexity and risk of each decision situaion encouniered in the strategic and tactical
management process. At all times, the environment presents a multitudeof changing forces and
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conditionstha influence organizations ther management and strategic programs, processes,
activities and resource allocations In any monitoring process, the basic intelligence and
informationd requirements are guided by such questionsas:

* wha are thereasonswe need intelligence and information? (pur poses);

* why are we seeking such intelligence and/or information?(motives);

* wha will beachieved from searching for intelligence and information (aims);

* wha intelligence and informationis needed (substance);

* whereis such intelligence or information required and/or to befound?(locations);

* when isit needed? (timing);

* howmuch intelligence and/or information is needed? (quantity); and

* wha sequence of activities are needed to obtain that subgance? (process)

Another important set of questionspertain to sour ces of intelligence and information,
induding:

* who or which sources or mix of information and intelligence sources need to be
congdered and by whont?

* which sources have a proven record of providing relevant, useful, valid and
reliable subgance and andysis?

* which sources and what intelligence or information are irrelevant, supefluous
and even detracting from management's optimal andysis and decision making?

Reminde: beware of information and intelligence overload! With current communications
capecities, management needs to filter and set priorities for theinformationd and intelligence inputs
it receives.

The Sub-process of Monitoring Activities

Since managerstypically are assumed to befamiliar with and oriented to conditionswithin
thar organizations the TSMP starts with or has an on-going orientation to externd, macro
conditions To developits strategies optimally, management mug see the "big picture”, i.e,, thelarge
scale sets of changing externd forces and conditionsthat impact on organizations ther activities and
resources. Fromtha perspective, strategic managers focusin more effectively onther micro
strategic responsbilities and priority tactical efforts. For optimal results, management orients its
tactics and strategies by monitoring internd and externd forces and conditions much like watching a
tennis match, i.e., back andforth.

The TSMP is based on an on-going sub-process of monitoring and evaluaing the
environment for erratic as well as prevaent conditions relevant trendsand significant changesin
forces and condiionstha influence or potentially could influence the peformance and results of the
strategic process, its programs and activities, especially thevital decisonsto bemade Tha
environment commonly indudes categories of forces and conditionsrelated to the econony,
govenment, law, politics, sodety, its culture, ecology, natural resources, technology and, especially,
the compdition for scarce resources. In turn, each category has component sub-sets of variables al of
which are interactive, interrelated and interdependent, i.e., systemic, with other forces and conditions
in the environment of strategic managers. Developing systemic mind<ets and frameworks are
invaduable for managers who want to develop and utilize the TSMP optimally.
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The systemic nature of the environment and the need to monitor it as such isilludrated by
therelated events and conditionstha changed in Poland with the election of the Solidarity Party in
Jung 1989.After ahistory of kings conqueors and dictators, Poland launched into a paliamentary
democracy, started rebuildingits entire legd system, trandorming its soda nework, induding its
medical care and free education, establishing afree market econony with private investment taking
ove dtate enterprises and expanding internaiond trade In less than a decade, its naiond system was
trandormed from a centralized statism to aviable paticipaory democracy. (For amore complete
description of theenvironment of Poland, please see the case material at theend of thechapter.) By
contrast, Poland'snext doa neighborto the east, Belarus struggles along socdo-economically unde
therepressive, hgphazard regime of adictator. Similarly chaotic conditionspesist in dictatorships
aroundtheworld.

With widespread environmental turbulence or volatility and accelerative changes, the
increasing size, complexity and risk of investment and other situaions greater externd threats and
oppotunities, increased competition and management devel opment, rigorousmethodsof monitoring
become more necessary and sophisticated. Systematic ways are developed and used to ensure tha
environmental monitoring identifies and deals with priority influences on atimely and efficient,
effective and economical basis. Extraterrestrial, internaiond, naiond, regiond andlocal security
systems are some of the mos advanced monitoring systems. Althoughsome organizationshave ther
own approach to monitoring the environment, following is a basic process tha indudes scanning,
focussing, gathering and evaluating intelligence and information.

1. Scanning

For our purposes, scanning will beused as a general or extensve surveillance of the
environment. In Internet terminology, scanning would belike "browsing” or "surfing thend". The
next step, i.e., focussing, involves a more selective and intensve investigation of forces and
conditionswhich are influenang or probabilistically could influence the organization, its programs,
activities and thar results.

Thebasic purpose of environmental scanning isto create or haghten the cognitive sengtivity
of managers aboutactud or potential developments that could have an important impact onthe
organization, induding the progpects of important oppotunities and threats. Typicaly, the degree of
intengty in environmental scanning dependson the prospective urgency, i.e., thelikely time-sengtive
consquences, of thethreats or oppotunities, risks, cogds/benefits and wha is being achieved during
the scanning process. If amanager starts with aquick review of general environmental conditions
and findstha some changehas occurred or is occurring which does or could have a significant
impact on some important aspect of the organization and its performance, then a more thorough,
intengve investigation of thefactor(s) is probably needed.

Macro-scanning involves thewideranging, relatively supeaficial senang of or "looking
around"at theenvironment. Typically, it isdoneto keep corporate or general management attuned to
current conditions influential forces aswell as sengitive to indicators of potentially significant
chang€s). Macro-scanning ranges from such basic ways as managers having ther "antennd’ up at
indugria conferences, busness meetingsor sodal events to highly sophisticated, time-sengtive,
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integrated multi-media electronic monitoring systems. It also indudes reading the morning
newspaper, watching television news, listening to theradio, browsing the Interne, reading syndicated
reports or articles and listening to teenagers. Oftentimes, such scanning provides an early senstivity
and warning for the organization, its management and thar future activities. It contributes greatly to
theanticipaory capability of strategic management.

In more recent times, busness publicationshave provided macro-statistics, ranging from
globd to naiond and regiond economic indicators, such as output, demand, jobs prices, wages,
econonic growth, trade, exchangerates, reserves, money and interest rates and stock market price
indices. Internet and other electronic information services providevery timely, often indantaneous
reports of events, activities and news from virtudly every placein the"globd village'. Such sources
also provide great volumes of misinformation, flawed intelligence and minutiae tha need to be
filtered or disregarded lest management be overwhelmed with excessive, extraneousand mideading
matter.

2. Foaussing

When experienced landscape phobgraphes take a picture, they scan the sceneinitialy,
tryingto ge thegeneral view. Then they adjud their lensand focusin on asingle attraction or small
group of interesting objects. Similarly, managerswho need to honein on a problem or a progoect
need to focusin on the key components of it. Like usng cameralens focussing or micro-scanningis
selective, intengve and involves an in-depth investigation of forces or conditionswhich are
congdered to be of major, sometimes imminent, impact on the organization'sperformance, its
strategic or tactical components. Such compeitive scanning tendsto be performed at the opeative,
fundiond or departmental levelsin the organization.

A common example of strategic micro-scanning istheintrodudion of a"new", innovdive
produd and/or service by acompeitor. Every year, multinaiond automobile manufacturers buy
competitors produds and disassemble them to determine how they were condructed and what new or
innovdive features they have or ways they may have been produced. Such focussing ranges from the
oveall profile, aerodynanics and design of the vehicle to the structure of the chassis, theengine,
electronics, other components to the microscopic ingoection and andyses of structural welds interior
fabrics and other materials used in thevehicle's condrudion. Such intelligence and information may
be used tactically or strategically to counter the competitor's produd manufacturing, marketing,
service, inventory or other aspects of its busness strategies.

By comparison, small busness and mog other organizationshave relatively simple, cusomer
or client-oriented environments. Similarly, management will employ simple, market-oriented ways
of environmental monitoring, typically usng persond, extensve scanning techniques. At thelocal
level, retailers, especially supamarkets, surveil thar competitors stores, checking on cusomer
count, pricing, merchandising and other key aspects of retailing. Market conditionsand major
competitors are monitored mainly throughthe use of periodic sales reports and meetings
Increasingly, scientifically-based research, e.g., for public opinion, economic conditions produds,
markets, manufacturing processes and umpteen other compeitive matters, are being required for
optimal decision making. In addition, valuable intelligence is obtained from suppliers, bankers and
finanda reports, cugomers, indugry friendsand variousother persond or private sources. Such
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intelligence gahering ranges from casud, informal convesationsto diligent, systematic
investigationsand indugrial espionage While individud organizationsmay have their own set of key
indugrial and market trends a vast number of externd sources provide valuable information and
expet andysis of environmental conditions Beware of information overload and irrelevancy,
excessive andysis and following persond, corporate or indudry biases!

Focussing throughsimplification

Whether the organizationislarge, medium or small in size, managers are faced with
information overload. It comes at usfrom every direction and conceivable source. While managers
mug retain some openness, flexibility, objectivity and other progressive attributes, they mug find
ways to simplify thar ways of monitoring and searching the environment for intelligence and
information. Simplifying startsin managers minds They mug be continuousy thinking aboutways
of handling complexity (or aternaively, spendingtime at a "funny farm"). Several mental means of
simplification may beused.

Setting prioritiesisabasic princple of 3E management, especially when faced with having
to utilize information and intelligence opimally. Managers cannotoptimize thar peformance
withoutsetting and adheingto priorities. Priorities have numerousbases induding situation and/or
time sengtive needs cod effectiveness of obtaining and usng, probable consequences, postive or
negative and othe decisionfactorsrelated to identifiable or defined situations  So management must
clearly identify the mog pressing forces and conditionsand the critical elementsin thos situations
To do so, managers use guiddines to hdp them focuson the mog important factors, ther systemic
naure and probable impacts.

For many 3E managers, issues are a fundamental way to focusand ssmplify monitoring of the
environment, both interna and externd to the organization. Issues are used to providecritical
attention on important organizationd situaionsand key variables. Issues engende valuable, even
imperative, managerial ingredients. variety, relevance, objectivity and, ultimately, conseensusand
commitment. By definition, issues have more than onepostionin adecision situaion. Hence, by
posng different scenarios sets of assumptionsand even opeaative hypoheses or modds, astute
managers are able to elicit perspectives and suppoting postionstha differ but, ultimately, can be
shgped into a conenaus course of action. Issues can be modified and prioritized by factors of time,
potential threat, oppotunity, risk, cogs, benefits and degrees of impact onthe organization, its
strategies, tactics, programs, activities and resources.

One of themod obviousways to categorize intelligence and informationis by time, i.e., past,
present and especially thefuture. Other timetables, especially those based on management's
hierarchy of priorities, targets or deadlines, are valuable, fundiond sets of guiddines. Eachtime
category hasits merits and a particular orientation. The past provides backgroundand historical
perspective tha often provides ingghts, lessonsor guides to current or future decisions programs and
activities. The present defines the current state of the organization, its programs, performance and
wha needsto bedoneimminently (if not soone). Since management is predominantly emergent,
today'sdecisonswill likely reflect previouscircumstances, experiences and results as well as shgpe
evolving programs and what flows from them. Because progressive managers are oriented to the
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future, ther mindset is anticipatory, maybevisionay, if notprophdic. Proactive managers andther
processes are condantly beng oriented to thefuture, in pat by learning fromthe past and the present.

Based on the perceived consquential risk, impact or shodk of an influence, managers of each
organization have aprimary, seconday and possibly tertiary set of environmental forces and
conditionsto monitor. In preparing such apriorized set or hierarchy of impacts, managers are guided
by the question: wha are likely to bethe mos beneficial/harmful consequences to our organization, if
(fill in theblank) happens? Such hypotheical questionsare commonly referred to
as "what-if" evaluaionsand have been widdy adgpted to computerized formulationsand andyses.
As strategists approach the point of having to decide which alternatives will be undetaken, when and
wha resources are needed to implement the strategy(ies), theconcern aboutrisk tendsto increase.
Further discussion of risk andysisis provided in Stagelll - Review.

Locationis another focusthat can simplifies strategic management. In mog organizations
the marketplace, in oneform or other, isthemain focus of environmental monitoring. Typically,
competition is the predomnant, on-going source of influence in thebusness environment. Ina
small busness, competition, local market, sodal, political and econornic conditionsare the primary
set of variables to be sensed by management and employees of thefirm. In alarge corporation,
globd variables mug be sorted and dealt with on some set of meaningful geographic bases, e.g.,
markets, econonies, govanments. In agovenment agency, strategic matters tend to be oriented to
such geopolitical areas as states, provinces, naions regionsand/or continents. Charities are oriented
to the place(s) where thar recipients and contributors are located.

Speialization provides another commonway of simplifyingthe TSMP and its monitoring
activities. Mog organizationsare arranged or structured by groupngsof people performing
speciaized tasks, e.g., dodors, dentists, lawyers, engineers and ther trained assistants, lead, second
and third pressmen, "professiond” athletes, marketing, finance, accouning, human resources,
opeaationgprodudion, information systems, technical/R& D personnd and numerousother
meaningful categories. Many of these people are attuned to wha is hgopening in the environment of
thar fundiond expertise and responsbility. In addition, they scan the Internet, set up ther own
webstes, exchangeidess, intelligence and information, attend union or professiond meetings goto
conferences, conventions workshops tradefairs, sodal activities, prepare reports, maintain records
and in other ways inputinformation and intelligence related to thar environment. Having people
with special expertise focussing on critical factorsin ther area enables a greater sengtivity and
selectivity aswell as utilizing highe levels of training, experience, knowledgeand competence for
monitoring theenvironment optimally. Managers beware: specialists may have tunnd vision which
prevents them from perceiving the "big picture” and thevital sets of components necessary for
wholigtic strategies.

Variousframeworks, such as sets of prindples, endsand means checklists, matrices and
multi-dimensond modds, hdp to organize and focus managers on key elements, variable forces and
conditionsand ther interrelationships Prindples mightinduderelevance to or influence onvalues
such as profit, integrity and stakeholders bendfits, time-sengtivity and priorities. Endswould
naurally indudeachieving the pumposes, missions obijectives and gods of the organization. Means
encompass therangeof resources, such as people, money and materials, ways or processes required
to achievetheends Checkliststypically result from efforts to streamline a process and safeguad
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agang oversights and omissionsof essential tasks. Matrices and multi-dimensonal modds are
arrangements of interrelated factors tha facilitate visud and fundiond use of systemic relationsand
manipulation. Computer modds can incorporate prindples, endsand means, checklists, matrices and
numerousother sets of elementsinto dynamic frameworks tha can be organized, manipul ated,
andyzed and otherwise used ultimately for smplifying and focussing sel ected aspects of
management.

Mathematics and computer languages provide ways of smplifying complex situaions Issac
Newton estimated the speed of light based on mathematical calculations Jay Forrester moddled
complex indugrial and world situaionswith his dynamic computer language Mog of ussmplify
difficult sets of circumstances if we have amodd or framework to guideus Congder theperson
who wants to puttogedher ajigsaw puzzle with 1,000 pieces and an astronomical nunber of
combindions Doestha pasonjug start randonly? Not likely! Rather, the person will probably
start with a process; turning the pieces right side up, sorting them by color and by straight edges.
Then tha personwill look at themodd or the picture onthe puzzle container to discern what are its
boundaies, key features and compostion. Thinking andytically involves structure and process, not
hgphazard mental meandeings

Another common way of focussing on environmental factors and thar potential or actud
influence isto organizeit into a set of identifiable sources of change Five maor sources of change
commonly are focussed on monitoring the environment of an organization. Thos sources are:

a. economic, induding markets and competition;

b. politico-govenmental, induding legd;

c. sodo-cultural, induding demographics, ingitutionsand deviant or conforming behavior;

d. naural, induding weather, climate, geography and ecology; and

e. technology, in itsinfinite forms and effects.

One moot debae into which managers need notenter is: which source of changes comes
first? Thepragmatic ansver is: theonewhich hasor islikely to have the greatest impact or influence
ontheorganization and the successful performance of its programs and activitiesin a paticular set of
circumstances or situaion(s)! Commonly, in each situdion, a specifically identified and judified or
reasoned, set of forces or conditionsis perceived to bethe major influences on the organization and
its strategic management. Consequently, tha set will betheprimary, butnottheonly, focusfor
environmental monitoring. Beware of tunnd vision!!! Oftentimes, other sources of influence can
happen quickly, theobviousones beng unusud, athoughnot necessarily unsasonable, weather
conditionsor technological breakthroughs Or it could be statements from the Charman of theU.S.
Federal Reserve System, terrorist attacks or unexpected election results. Such conditionsare rare,
probabiligtically low and, with diligent monitoring, managegble. Typicaly, mog environmental
changeisincremental, evolutionay, can beidentified in trendsand readily forecasted, if management
isvigilant in its monitoring.

a. economnic forces and conditions
For eonseconorric forces and conditionshave been fundamental sources of changeon

organizationsand ther management. Historical economic accounts are rich with generaly
descriptive information, volumes of daa, indicators, trends cycles and othe paterns In addition,
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situdiondly-specific intelligence and information provides bases for strategic and tactical forecasts,
plans, programs and resource alocations Typically, economic information and intelligence is vital
for preparing compditive plans budges and programs for and ther 3E implementation.

At the corporate or general level of management, monitoring indudes such macro-factors as
gross domestic produd, levels of trade investment, interest rates, debt, consumer/indugria spending,
unemployment and rates of inflation. These and other economic factors are broad indicators of
genead conditions indudrial performance and vita movements or changes. At the more directly
competitive divisond, departmental or produds/services levels, target market informationisvital to
successful management. Manage's need to knowwha are the demographic, finandal and
competitive characterigtics of defined markets or, oftentimes, in defining markets.

They mug know wha are the changing economic needs, wants and desires of markets generally and
thar target markets or publics more specifically. They need to know wha competitors are doing to
attract, maintain or alienae cugomers, increase or decrease revenues and in other ways influenang
thar competitive environment.

Media, especially theInternd, are overflowing with timely indicators of econormic and
finanda conditions in theadvanced andin the emerging nationsof theworld. Mgjor stock, bond,
commodity or money markets provideindicationsof current and expected macro-econormnic
conditions If such markets increase or decrease appreciably, then immediate questionsindude why
or wha are thereasonsthe market moved in thedirection, to the extent tha it did and what are the
implicationsfor our organization, its programs, peformance and resources today and within defined
futures or scenarios? Closely related are questionsrelated to trendsor genera paternsof key
variables such as demographics, lifestyles, evolving sodal values and politico-governmental factors.
Exhibit 2A illugrates the matrix used by one investment manager to indicate the perceived
importance of an interrelated set of pditico-govenmental and econonic factors on his busness.

Exhibit 2A
Politico-economic Matrix

Economc Factors

Consumer |Industrial Retail Labour
Political Factors spending spending sales Construction force  Trade Invesment
Party policies 4 3 4 2 4 3
Government programs
- international relations 1
- monetary - intered rates 1 1 1 1 1 1
- fiscal Bspending 3 2 4 3 3 2
- employment 1 2 1 2 1 2
- ecanomic development 3 4 3 4 3 4
- social support 3 4 3
- ecdogical protection 3 3 4 4
-R&D 4 3 4 3

Levels of importance: 1.High (1 to .85); 2. Significant (.84 to .65); 3. Some (.64 to .4); 4. Little (.39 to .10)

While the manager® primary focuswas on gova'nment programs and activities, herealized
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tha the palicies of the main two parties provided Qeading indicatorsOof how programs might be
shgped or influenced in thefuture. Interest rates and mondary policies were the mog important
econonic factors for the manager. He rated them highly important on six of the seven econonic
factorsin hismatrix. By contrast, research and development were relatively low in importance
althoughheredlized tha occasiondly atechnological development could have a direct or indirect
econonic impact on markets. However, after themod recent .com debacle, hewas very wary of high
tech stocks and many of thetechnology developments. In his monitoring of technology, hewent
from Gt the edgeOto very cautiousin his search, evaluaion and use of related intelligence and
information.

In additionto current econonic data, paternsand erratic fluctuaions the"dismal sodal
science” provides avariety of ideas, common conaepts and useful frameworks and modds. Conoepts
and working knowledgehave become integrated into management thinking. Basic concepts such as
supply, demand and pricing elasticities, produdion fundions utility theory, cos-bendit andysis,
optimality, money flows, comparative advantage, time value of money and awide rangeof
econonetric modds provide fod for managers monitoring the environment and searching for
econonic intelligence and information.

As Howard Means has written, GEverything has a historyQ some elements of which are likely
econonic in naure. Howard Means, Money and Power BThe History of Business, New Y ork: John Wiley and Sons, Inc., 2001,
p.17. Economic history provides situaiond perspective, lessonslearned, prindples and practices
developed and minimizes Ge-discovering thewhed O Managers search for and evaluate case
histories from which they learn wha to do and what notto do. Successful organizationshave

econonic histories that providevaluable |essons see, for example, Alfred D. Chandler, Strategy and Structure ®
Chaptersin the History of Industrial Enterprise, Cambridge: The M.I.T. Press, 1962

They are created by visionaies who introduce themselves, ther produds andideasinto a
prope momentintime.... Henry Luce launched his middle-brow magazine empire as a
hugeandlargdy homogeneous American middle class was taking shgpe Robet Woodiuff
took advantage of a shrinking globeand a secondworld war to create thefirst globd brand:
Coca-Cola Means, loc. cit.
Thehistorical account continueas management academics and practitiona's search for situaionsto
explore and to advance ther knowedge Econorric history has many vauable inddents, decisions
and lessonsimbedded in it, much likefossilsin rock. Oftentimes, onehas "to doadig” likefor
diamondsand gold, to get some valuable material. Economnic information and intelligenceis
absolutely vital in developing and implementing strategic and tactical plans programs and resource
alocations

b. politico-goveanmental influences

Historical accourts and common experience indicates that the single mos powerful, often
unpredictable source of change having major implicationsfor management, resides in politico-
govanmental bodies and ther decisons Our history and current "globdscape’ is ladened with
powerful politico-govenmental leaders, who have had dispropottionae influences on
naiond/internationd econonies, markets, busness conditionsand organizationd activities. Ther
powers are extensve and thar influences are great. They can give and they can take away,
oftentimes arbitrarily and withoutaccountbility or fear of reprisal. In developing counties, virtudly
every govenment is corrupt or has seriousproblems with corruption. In many countiesit is Qpart of
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doing busnessO Bribes, payoffs for protection or @avorsOand extortion are common activitiesin
dealing with governments, ther heads key Qpower brokersOand QyatekeepersOin the bureaucracies.
Any entry into anew market or mission field should be preceded by athoroughsearch for
intelligence aboutthe powerful peoplein key postionsof govenment and its political organizations
For years before McDondds entered the Russian market, George Cohen curried and gained favor
with political and govenmental leaders, induding Mikhael Gorbachev and Boris Y eltsin.
McDonddsdid not obtain a prime locationin central Moscow, mere blocks from the Kremlin,
because the Russian leaders liked hamburgers. Failing such Qyreasing the wheelsOor other
expressionsfor buying privileges, an organization and its managers may bewalkinginto a"mine
field" or even have difficulty walking. One successful entrepreneur in Kazakhgan suffered broken
legs other physcal abuse and desth threats from politically powerful gangders. | know. | wasa
management condultant for Ghengisin Almaty. One of my sources of intelligence and information
was an ex-KGB colond, who aso served as my trandator and QyuideO

Historical investigaionsof ageopolitical area are advisable. They can provideimportant
background,sengtivities, ingghts and undestanding to awiderangeof conditionsandinfluential
factors. Government agendies, especially in foreign affairs andinternaiond trade in North America
and selected other counties, are usudly reliable sources of basic but seldom sengtive intelligence
and information. Tha comes from persond convesationswith sources close to or involved in the
situationsof interest to management. In research terminology, such people are Gprimary sources.O

Obtaining such intelligence and information tha is usable is often difficult, if notimpossible,
especialy in developing counties, those in political turmoil and/or unde dictatorial regimes. On any
day, environmental monitoring can pick up numerous and sometimes varying, signds and messages
aboutthe changes emanating from politiciansand their governmental "officials’ (meaning henchmen
or cronies) on economic and other environmental conditions Even high ranking officials are not safe.
Onesunny, brisk autumn day in 2002 the Minister of Sport in the Republic of Georgiawas shotand
killed abouttwo blocks fromwhere | was hdping to develop a management program in Thilisi.
Seems hewas involved in extortion and bribery from sport teams and oneof them did notwant to
play thegame hisway any longe.

On any given day, news reports from aroundthe world inform management of the political
dynamicsrelated to busness. In Russia, the Putin government is charging tycoonswith tax evasion
and bribery. Oneis being prosecuted and several others have fled the county. Oil produdion
fluctuaes and the mediainareasingly come unde the control of thegovanment. In China corrupt
politicians reportedly taking payoffs from the burgeoning congruction industry of therepublic, are
being @e-educatedOuntil they behave propaly. Japanese bankers are beng charged with bribery.
President Mugabeis QhationdizingCell of thefarms owned by GvhitesOin Zimbabwe. Nigerian
officials continueto receive payoffsfromand provide oil and gasrich propetiesfor internaiond oil
companies. Irag has aew govenmentOsuppoted by more than 100000 U.S. troopsand enough
fire power to completely destroy the county, except tha it isavital source of oil. Throughou South
America, drugwarlordsand their empires suppot boguspoliticians and authoritarian govanments.
These news reports are merely the Qipsof theicebergsd Wha is out of sightis even more important
andinfluential in monitoring and, more essentially, searching for sengtive bits and pieces of
intelligence.

23



While theinddents aboveare globd in scopeand location, mog significant politico-
govanmental influences occur at thelocal level. A widerangeof organizations from developasto
manufacturers and opeaators of senior citizen homes and restaurants, mus comply with city or county
regulationsand laws. Fire, health and pollution standads mug be adheed to before devel opment
permits and opeating licenses are issued by local government agendes. Ecological standards of
regions states, counies and counties mug be met or owners and managers face therisk of pendties.
Increasingly, environmental assessments are being required to protect sodety from health hazards
Varioustypes of taxes and fees are required by different levels of govenment. While efforts are
being madeto lessen corruptive practices, in some countries, bribes for govanment officials or
"paying the gate-keeper™ are common and necessary, even if they are notlegal, ethical or and sodaly
acceptable. In mog situaions, management and its endeavors are aided by "knowing someone€'.

Typically, duemainly to time-sengtivity and the confidential naure of many initiatives,
monitoring politico-govanmental-legd influencesrelies more onintelligence sources than on
empirically gahered data or information. Some of the key consgderationsin gathering intelligence
and informationindude

1. What changes are occurring in the politico-govenmental-legd realm and how

do such changes impact, directly and/or indirectly, onthe organization and its
tactical and strategic management?

2. Wha are thereasonsor explanaionsfor such changes? Can they beidentified?

If yes, then what are themod valid and reliable sources of relevant intelligence
and information? If no, why notand wha can be doneaboutit, induding the
identification of surrogae indicators or measures, informal sources and other
innovdive ways of obtaining such inputs?

3. Who has thepolitico-governmental power ogensibly aswell as "behind the

scenes'?

4. How extendve istha power, why, when and where isit used/likely to be used

and wha arethelogical consequences/impacts of such power beng used?

5. Will theuse of power be manifested in rules, regulations standads, laws, in

dueprocess or arbitrary ways?

Historical information and on-going studies of key politico-governmental-legd influences
provide valuable perspective and ingghts into critical issues encountered by management.
Organizationsentering a new market, beit for selling produds or providing public services, typically
will beaided by knowing the politico-govenmental-legd history and readlities of a country, region or
other geopolitical area. For example, Appendix | provides abrief historical accountof Poland's
political, governmental and legd trandormation from a communist county into ademocratic
republic. Obvioudy, such account need to be up-dated and amplified in regard to specific strategic
and tactical issues, such as a changein thegovenment in power, evolving political problems,
prospects, leaders or organizationsand changing sodo-cultural conditionsand values.

C. sodo-cultural influences
In andenttimes, i.e., before thel970s with few exceptions managers tended to disregard

mog sodal factors and virtudly all cultural influences onther organizations thar strategies, tactics,
programs and activities. Back then, corporationsoften offended foreign countries, ther sodety and
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publics by ill-informed, insendtive effronteries to ther cultural values and sodal ingitutions Green
Giant offended the French when they introduced canned corn, traditiondly fed to livestodk, to the
consumer markets of France. State Lines, an internaiond shipping company, offended the Japanese
by usnganew corporate logo, thesealion, as a symbol of virility and fertility during a period when
Japan was advoating birth control. for decades, tobacco companies have used every possible way,
illegd andimmoral induded, to sell cigarettes despite the overwhdming evidence of cancer, heart
and lungailments and other health problems beng attributed to smoking.

My research into the effects of cultural values onorganizations their management and, in
paticular, thar marketing strategies resulted in awide rangeof responss from the managers beng
surveyed. Inthos early days of values research, mos managers could not perceive of therelevance
of sodo-cultural valuesto ther organization and its marketing. Some of therespondents were
explicitly ignorant and offensve. Not unil themiddle 1970swas any meaningful material published
aboutmanageria valuesin different cultures. Onelandmerk internaiond study profiled managersin
five counties according to ther value sets which induded moralistic, sodal, exploitive and pragmatic
values. Today, values are an integral part of busness, government and NGO strategies, marketing
campagnsand activities aimed at target markets, publics and donos.

With the growing internaiondization of organizations managers have come to realize tha
different counties, regionsand other areas have differing sets of sodo-cultural values and behavior
paternstha have evolved over long peiodsof time and are degply rooted in the people working,
consuming, recreating and otherwise living in ageopolitical area. In the past decade or two, valuable
research, arich literature and many informative sources have evolved aboutthe desirable and
undesirable noms, behavior and other sodo-cultural aspects of mog, if nat all, of thenaionsin the
"globd village'. Many studies have been doneof major developed and developing countries,
especially of key segments of thar popubus They have been profiled in terms of thar "naiond
character” or distindtive sodo-cultural characteristics. In other counties, however, local lore,
cugoms and other value-based sodo-cultural phenomenamug be gleaned from people living in and
knowledgeable aboutparticular locales.

Sodo-cultural values, behavioral noms and paternsare important fod for management
because they orient, guideand limit or expand varioustypes of behavior tha influence, if not
determing, consumer, commercial and indugrial markets, interpersond and inter-organizationd
relationsand variousother matters vital to management, its programs, revenues and spending.
Increasingly, managers realize tha they should not expect to interact with thar counerpatsin other
pats of theworld in the same ways tha they dowith ther own managers. Ideals, ethics and ways of
living differ. Interpersond relationsbetween managersin many counties are more of asodal
process than in North America. For example, North American managers are indined to putthear
persond or an organization'spurpos foremos while Japanese managers tend to be more oriented
toward ther counerpart, higher family and sodo-cultural niceties such as tea ceremonies, longmid-
day breaks for eating and drinking and varioussoda activitieswell into thenight Such illudrations
are notintended to identify what isrightor wrong,only wha is sodo-cultura reality. Such realities
mug be monitored in order to make strategies and tactics successful, i.e., sodally and culturally
acceptable and economicaly rewarding.
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Demographics are acommon set of popuktion statistics that managers utilize in orienting
thar programs and campagns especially in regard to markets and marketing. Much of the market
research tha is conduded has at least a demographic componentinit. Populationtrendsare
important in forecasting futures for awiderangeof sodo-econonic activities, induding largescale
penson fund management, discerning changing paternsof consumption and uses of public/private
hedlth care and other sodal services.

d. natural forces and ecological conditions

Since the beginning of trade and commerce, enterprising people, indudng kings quesnsand
emperors, have gahered intelligence aboutriches in thar own county, neghborng naionsand from
aroundtheworld. Pursuing spicesin the Far East broughts European ailing shipsto North America.
Thefish of the Grand Banksof Newfoundand broughtmore adventurers. Then it was fursfor the
roydty and elites of Europe followed by theforests and then thevast land that could be exploited.
Theearly development of North Americarelied on the growing body of observations records reports
and opinionsof explorers who searched for oppatunities to get rich, often sponsred by monachs
and wealthy merchants.

Since theIndugrial Revolution, individuds and business organizationshave become
increasingly exploitive of the ecology in which they live and opeaate. Mines were dug haphazardly
and thousandsof liveswere log in them. Indugria plants were built, often with low qudity
materials, unhalthy designsand a disregard for the health and safety of theworkers. Theplants
bdched smoke, toxic chemicals and other harmful ingredients into theair, water and soil. Today,
seriousproblems of air, water and soil pollution exist and grow, largdy emanating from public and
private sources. Natural resources, both renewable and nonrenewable, have been used up at
increasing rates. Ecological qudities continueto deteriorate with theincreasing pollutionand
resource exploitation. Globd warmingisareality and so isthefact tha mog organizationsand ther
managers do not monitor thenatural environment responsbly. Former Vice President Al Gore claims
tha the capitalist econorric system is Qratialy blindO The system sees and accounts for tangible
thingsand tendsto ignare fresh water, clean air and the biodiversity of theforests. He goesonto
state, On fact, thepartia blindness of our current econonic system is the single most powerful force
behind wha seem to beirrationd decisionsaboutthe globd environment. Ol Gore, Earth in the Balance
Ecology and the Human Spirit, Boston: Houghton Mifflin Company, 1992, p. 183 Environmental sens ng by
organizationsand ther managements are vital to correcting such blindness.

Since the protest times of thelate 1960sand 1970s, citizens advocacy groups politicians
public servants and others concerned aboutecological conditionshave madeincreasing efforts to
protect agang, control or, at least, guidethe exploitation of sodety's resources. During tha time, the
word ecologywas introduced into thevocabulary of North America. Enlightened, visonay leaders
of busness, government and ecology-oriented organizationshave advocated for more protection of
thenaural environrment and have had some limiting effect onthe ecological degradation by indugry
and govenment. While governments, public and private organizationsand sodeties in many regions
of theworld disregard or subjugae harmful ecological consquences of econornic activities, others
have introduced and enforced safeguadsagang ecologica exploitation. The growing body of
environmental laws, regulationsand sodal noms set out the official and unofficial scopeand limits

26



to indugrial endeavors. Management, at therisk of increasingly severe pendties, are aware of and
reacting to such environmental legidation.

Thecompanies tha are changing thar ways, redudng pollution, redesigning thar produds
and methodsof manufacture, have many different motives. In some cases, they would like to
escaperegulatory liabilities; in others, they would like to avoid perceived or future liabilities;
in yet others, they are trying to changethe nature of busness and movetoward Godally

r&pons’sble@commerce. Paul Hawken, The Ecology of Commerce DA Declaration of Sustainability, New Y ork:
Harper and Row, Publishers, 1993, p. xii.

Irrespective of wha the motives of management are, they areincreasingly aware of, monitoring and
assessing environmental conditions. They seek information and intelligence aboutsuch laws,
regulationsand nommsin order to besodally respongble citizensor, more pragmatically, succeed
with ther endeavors withoutthe cods of pendties.

Organizationd initiatives are becoming more sengtive to and guided by environmental
congderationsand ecological protection. Environmental advocacy organizationsare responsble for
much of management@ inareased awareness of ecological issues. Pollution Watch, the David Suzuki
Founddion, the Sierra Club, Greenpeace and theWorld Wildlife Fund are five of the NGOs which
are making the ecological threats known and taking arangeof actionsto protect the environment.
Organizationsand thar managements ignore such organizationsand ther wrath at ther folly. They
ignore environmental laws, regulationsandrules at their own risk. To safeguad agang such
ignorance, management monitors the general environment and searches ecological issues more
specifically.

Focussing onthe ecology is notintended only to prevent or escape prosecution for breaches
of environmental laws. It provides new oppotunities for enterprising busness people. By theearly
1990s the magazine In Busness estimated tha 70,000 busnesses in the United States had the
express god of cleaning up or improving the environment. Hawken, op. cit., p. 139. Mr. Hawken refersto
acompany tha makes shoes out of recycled materials and another company which works with
utilities to improve energy standards by scrapping older, ineficient appliances, recycling CFCs and
ferrousmetals and safely disposng of thetoxins ivid. We are familiar with therecycling of paper,
cardboad, plastics, glass and other consumer materialsin our own neéighbahoods Clearly,
ecological sendng is a growing imperative of management.

Checklists and other guiddines are useful in simplifying, focussing and guiding
strategic manager's in ther efforts to monitor the complex environment in which they are expected to
perform successfully, i.e., profitably and responsbly. Ecological monitoringis especially complex
because it requires awiderangeof intelligence and information tha indudes naural sciences, sodo-
cultural, political, economnic, technical and other influendngfactors. Further, it involves the short
term econoric success of an organization versusthelonge term survival and viability of ecosystems.
Consquently, a monitoring nework mug be developed, used and adapted to the changing
conditions chdlenges and progects emanaing from theliving systemsin the externd and internd
environment of the organization. Previousreferences have been madeto companies which have been
monitoring thar ecological environment for decades. MacMillan Bloedd Limited has created an in-
house team of scientists, induding wildlife biologists, forest ecologists, and specialistsin soils,
hydrology and fisheries to advise company managers on environmental issues. More recently, the
company established internd environmental management and auditing systems to monitor mills,
forestry and loggng operationsand manufacturing facilities. Its comprehensve audit program is
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being used for strategic purmposs, e.g., for identifying strengths and weaknesses in the company's
woodlandsand mills. MacMillan Bloedel Limited, new measures of environmental performance, Vancouver: Annual
Environmental Report, 1994, p. 2. Such progressive monitoring and action are ways to overcome the (oartial
blindnessOreferred to previoudy. Advancesin technology, ranging from water, soil and air tests to
satellite systems provide new ways of providing intelligence and information aboutthe ecological
environment of organizations

e. technological changes

Since the creation of thewhedl, organizationsof al sizes, forms and pumposes have been
shgped and otherwise influenced by technological changes, typically based on advancesin the
application of scientific discovery and theinnovative development of produds, services, processes or
systems. Numerousaccounts of the advances in science and technology have been written, especially
in recent years as the advances Gnowbd|Q i.e., grow exponentialy asthey roll dong In hisclassic
book, W. W. Rogow provides an historical perspective of technology'sinfluence on the sodo-
econonic grovvth of variousnations w. w. Rostow, The Stages of Economic Growth: A non-Communist Manifesto,
London: Cambridge University Press, 1960. Think abouttheimpact of technology on mos manufacturing
bugnesses, more specifically the printingindugry. Not only was Johannes Gutenberg named the
mog important man of the second millennium but he started a revolutionin communicationswith his
discovery and use of movable type Fast forward from the middle 1400sto themid-1970s Printing
progressed from hand set typein hand-cranked presses to computerized high speed integrated
systems. And there is more progress coming. Bill Gates, Microsoft's co-founde and Charman, writes
abouttheinformation and communications"revolution” that will take place over severa decades and
bedriven by new applications and tools, often meeting currently unforeseen needs Bill Gates, et , op. cit.,
p.vii. Clearly, such developments have major management implications especially in regard to
decison making. Inreference to the"information highway”, Mr Gates states.

During thenext few years, magjor decisonswill have to be made by governments,
companies, andindividuds. These decisionswill have an impact on theway the
highway will roll outand how much bendfit those deciding will realize. ibid.

Such statements have many, if notinfinite, implicationsfor strategic and tactical managers
who are influenced by technological advances (and which ones are not?). However, as numerous
historical disasters haveilludrated, technological changes, even advances, are notwithoutthar risks.
(rherisks are highest in innovaionsbased on new knowledgein science and technology. They are
paticularly high, of course, in innowetions... tha are currently ®otO- ... biotechnology.Opeter F.
Drucker, op. cit, p. 129. Even if it isrisky, experienced managers know the satisfaction, even thethrill, of
adapting a new technology to ther organization@opeaations Clearly keysto such successis
monitoring technological developments, searching for, evaluaing thorougHy and usng suitable
technology beneficialy. Soundseasy but Gt ain®@soO

William Boulton, provides an ingghtful environmental perspective of the success tha the
Japanese have had in commerciaizing technological innovaions He cites five "environmental
suppots’ in Japan:

1. Theeisanaiond policy for setting up research and development facilities for

new technologies;
2. Thee aretax and interest incentives for investors in designaed technologies;
3. Capital ismadeavailable for designaed technological investments at preferred
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interest rates,
4. Investment in new technology is readily accepted by employees, and
5. Growth in new technologies has become part of the culture and econormic

system. William R. Boulton, Business Policy: The Art of Strategic Management, New Y ork: Macmillan Publishing
Company, 1984, pp. 108-9.

Such asuppotive nationd environment evidently assists in the success of commerciaizing
technology but few organizationsoutside of Japan can expect such suppot. They have to succeed the
nld fashionedOway --- oneadaptation at atime. However, studying the Japanese experiences
provides many lessonsabouthow to succeed by adapting technology. Duringthe past five decades,
they have been theworld leader.

Environmental suppotts such as govenment R&D policies, investment incentives and the
sodo-economic acceptance of technology are jus afew of the many factors tha merit monitoring of
the changes related to science and technical innovdions Theevolving growth of some technologies
and the offspring they create a so require careful monitoring. For example, semicondudors have
been thefouninhead of numerousothe technological developments, induding integrated circuits,
discrete devices such as trangstors and diodes, andog computers, television sets and radiosand such
speciaty devices as calculators, watches, games and indrument pands in aircraft and motor vehicles.
Eminent visionaies foresee many new computer-based applicationsranging from high qudity video
on demand to genera-purpos, programmable computers connected to the information highway, the
infrastructure of which will indudefibre optic cable, high speed switches and servers and new
software platforms and coging about$120billionfor connecting jugt the homes in the United States.
Gates, etal. loc. cit. T helife cycle of innovdionsis becoming shorter and therisks grow as technological
changes occur at an accelerative rate.

Computers and information systems are merely thetip of thetechnological iceberg. Dozens
of categories and thousandsof different technologies are being researched and developed daly
throughouttheworld. Accordingto oneauthaoritative source,

Knowledgehas surpassed machines and the stored value of money itself, asthedriving
force behind theworld econony. In therecent past, companies learned they could create
better produds more efficiently with thefull mental participation of their employees. Today,
investors are learning tha participaion by shareowners also addsvalue. Venture capitalists

who are willingto invest ideas, as well as money, are outpeforming the market. James McRitchie
Editor, Corporate Governance b Enhancing the Return on Capital Through Increased A ccountability,
http://mww.corpgov.net/, July 7, 2004.

Knowledgeisthe greatest resource for organizationd and management progress. Knowledgebased
sectors are developing in economies aroundthe world. India and Chinaare two recent, major
examples of such development. Managers are envd oped by technological change Some changes
come at them subtly, like carbonmonoxide while otherslay in wait like acouga ready to spring

uponits prey.

Technical changeis often triggered by external econonic factors, such asinnovdive
competitors, ewOproduds, services and marketing, growth or contraction in markets, movements
in prices and exchangerates, govenment grants, or laborforce or skill shortages. Technical change
isalso triggered by internal organizationd factors, such as produdion bottlenecks, increased
materials waste, rising indirect cogs and SO 0N. David Boddy and David A. Buchanan, Managing New Technology,
Oxford: Basil Blackwell Inc., 1986, pp. 37-8. Visit thetypical East European plant left over from Soviet times.
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Practically every where you look there are produdion dysundionsand ingficiendes. Mog start at
thetop of the organization structure, like QL ittle NikitaQ the General Director of amixed produd
ling, i.e., gas masks, brass valves and plastic house wares, in Tambov located in southwestern Russia.
Hisreluctance to changeprodud lines, production processes and soda suppot programsfor
employees are jud three examples of thevalues and attitudes that impede necessary technological,
econonic and soda progress. Unless thetechnology changes agents, e.g., engineers, information
systems and educated managers, in that GenterpriseOtook over its management, it most assuredly
ceases to exist.

Management's resporsibility isto identify relevant technological changes and investigae
them diligently in regard to their patential cods, bendfits, feasibility, compditive advantages/
disadvantages and other impacts on the organization, its strategies and resources, induding its
employees. In onecase, loca entrepreneurs had amillion dollarsto invest, and more if necessary, in a
tire recycling plant, usng Gtate of theartOtechnology. A management consultant and an accouniant
did an exhaudive feasbility study that showed conclugvely tha, at that time, the plant was not
viable. Oneof the main reasonswas the technology was not proven to bereliable. It broke down
frequently, thusincurring major codsin repairs, lost labor and produdion time. Thefact that
prospective markets were tenuousadded to the non-feasibility of the project, despite its progressive
naure. Senior managers mug have knowledgeof the capabilities of new technologiesin order to
relate their patential applicationsto strategic oppotunities and competitive advantages. Middle
managers need feasible bases from which to plan and implement thetechnical and organizationd
changes necessary to optimize thelongas well as short and medium-term benefits of technological
changes. "It has been foundtha correct evaluaion and the development of comprehensve innovdive
strategies require both busness acumen and technical indght" Charles Burgess, "Skill implications of new
technology”, Employment Gazette, 93, October, 1985, p. 402. Such was certainly so in thetire recycling situaion.

3. Gatheringintelligence and information

After much orientation and preparation, management is ready to seek and bringin the
knowledgetha it needsto perform its duties and responsbilities optimally. Managers, commonly at
senior levels, accumulate ther intelligence throughyears of experience, often in variousorganizations
and fundiond areas of the organization and in increasingly complex and risky situaions Senior
managers develop neworks of expert people and organizationd sources of such intelligence and
information. Astute manage's, facing changing situationsand variouschdlenges, realize thar need
to seek out additiond sourcestofill theinpu ggpsin thar processes. While monitoring the
environment and searching for intelligence and information is an on-going activity, varioussets of
circumstances necessitate theinitiation of a specified effort.

Where to start theactud search isacommon question. The previoussteps especially
focussing, hdp to prepare terms of reference for research studies and other major searches. Common
words of advice indude Carefully Gerapethe brainglof colleagues, personnd, knowledgesble
member's of assodations professionds and recognized experts. "Don'trediscover thewhedl." Use
authoritative seconday sources. Use existinginternd and externd sources of valid andreliable
intelligence and information. For decades, govanment agendesin indudrialized counties, notably
cenusdepatments, have provided extensve and systematic gathering of naiond, regiond and
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metropolitan statistics. Censusdaa provide vast anount of indudria information, market statistics
and demographics useful for awidevariety of measurements, andyses and forecasts. Origindly, it
was published every five or ten years. Cenausreports have become increasingly frequent, more
market-sendtive and providethemos complete, valid and reliable macro statistics for management's
use, paticularly in developed naions Every indudriaized naion has its own credible sources of
informationto use for thar markets, econonic, finandal, political, sodal, ecological and other
environmental conditions In addition, multi-naiond informationis available from the United
Nations World Bank, Internaiond Mondary Fund, the Organization of Econormnic Coopeation and
Development as well as numerousother reliable public and private sources.

In organizationsthroughouttheworld, the need to condud primary research is growing.
Science and technology leadstheway in research tha relies mainly on experimental methods Sodal
and behavioral sciences and management pe se rely less on experiments and more onfocusgroups
interviews, surveys and other methodsto gather information in systematic, scientific ways. Mgor
problems in gathering information and intelligence occur in devel oped, developing and
undedevelopeal geopoilitical areas. Opinion pollsused in North American elections e.g., theJune
2004¢€lection in Canada, often oredictOinaccurate results. The Central Intelligence Agency (CIA) is
the organization with themod financal resources, the highest level of technology, mos sophisticated
methodsand techniques and the mog highly trained intelligence personné in theworld. Despite al of
its capabilities, the CIA has been severely criticized for providing inaccurate and misleading
information aboutIrag® weaponsof mass destruction, chemical war materials and linksto terrorists
such as Al Qaedato the United States government before it invaded Irag in March 2003 However,
the problems may notbein the methodobgy used by such research and intelligence gathering
organizationsas it may bethe biased interpretations made by politiciansand ther managers. By
contrast, countiesin Eastern Europe, mog of Asia, Africa and South America have serious
deficiendesin providing valid and reliable demographic, market and other macro and micro
statistical data mainly because they lack the experience and expertise in usng such intelligence and
information gahering methodsand techniques. These areas also lack the research organizationstha
are capable of conduding the empirical research necessary to produe and andyze such data with
scientific methodobgy and discipline Fortunaely for progressive organizationsand their managers,
such sources are evolving, althoughsowly, often inexpertly and discontinuousy.

Media monitoring, which started during World War | for military purposes, has spread
widdy and advanced dramatically into interactive networks. Internd information gatheringis
facilitated by ingantaneousel ectronic reporting of accouning, finandal, sales, produdion, inventory
and other key opeating fundions departments or strategic organizationd units. Intranet and Internet
services are amongthelatest in thetechnological progression tha enable managers to monitor
relevant activities and influences onthar programs and their paformance. Unfortunaely, at this
time, an excessive amountof irrelevant litter clutters cyberspace and detracts greatly fromits 3E use.
Unfortunaely also isthegrowing use of indudria espionagewhich, theformer Charman of theU.S.
Securities and Exchange Commission has criticized as bengincreasingly undhical andillegd.
Hiring key executives, accountmanages, scientists, technical personné and other intelligent, well-
informed people with access to files and other doauments containing strategic and tactical
information has been afact of life in corporationsfor decades, if not centuries. Corporationshave
adopted military and internaiond relationspractices, such as spying, to obtain secret information and
expet knowedge Volkswagen took legd actionsagang General Motors Corporation, after the
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world@ largest automaker lured an expert inventory manager cum executive away from the former
corporation. Canada@ largest airling Air Canada sued Westjet Airlines and two of its employees,
claiming that they illegdly accessed a confidential webste tha information aboutthe number of seats
sold onflights at Air Canadaand its subsdiary Zip. Paul waldie, Forensic inspector to search Westjet files, The
Globeand Mail, July 9, 2004, B3. Documents, pieced togeher after being shredded and obtained from the
garbage of a Westjet executive, indicated that Ghe defendants were making use on aconsderable
scale of the Air Canadainformation.O

For an ethical manager, atypical day would not start with spying or other forms of indudrial
espiongye It might start with a selective reading of amorning pgoer, watching television news,
listening to theradio ontheway to work, telephoning key personnd, suppliers or advisers en route to
the office, reviewing briefingsor synopses of relevant conditionsand activities, checking the e-mail
before getting up-to-dae reports from selected websgtes. Inthemorning, shewill discuss arecent
marketing survey of her company@® produd uses, cusomersOsatisfaction/dissatisfaction, retail store
audits and inventory flows. Shewill compare thos findingswith theindugry@ market data,
induding market share, produd line sales and key benchmarks. In the afternoon shewill examine
reports aboutindugry conditions major competitors and ther practices. Numerousindugrial
competitiveness studies have been reported. One survey reported on actionstaken to increase
company competitiveness. Thelist of survey results showed tha 20 percent of therespondents
reduced cods, 15 percent strengthen their sales and marketing departments, 14 percent introduced
new technologies and 10 percent came up with produd innovdionsand/or developed ther
internaiond busness focus Margot Gibb-Clark, GActions taken to increase company competitivenessQ) A.T. Kearney
Executive Viewpoint, Fall, 1996, The Globe and Mail, December 20, 1996, p. B13. Such genera information provides the
marketing manage with useful context and some guiddines for taking action. Imbued with such
current intelligence and information, the manager is better able to deal with theissues and chdlenges
tha will beencouniered, theandyses to be made and the decisionsto betaken during the hours, days
and weeks ahead.

4. Evauding environmental information andintelligence

Numerousapproaches and techniques have been developed for evaluaing varioussets of
forces and condtionsin theenvironment. Mos managers have ther own favored ways of assigning
valuesto variousfactors, comparing them againg a set or norms or standads, e.g., revenues/cods
increases/decreases, market share growth/decline market postion, profits/losses, compdtitive
advantages/disadvantages, and choosng the "best” from amongtheaternatives.

Comparing specified or measured strategic elements agang a set of valid and reliable
standads, with other factors being kept as condant as possible, is the essence of evaluating
environmental (or any othe strategy-related) information and intelligence. A key consderationisto
ascertain precisely the mog dependent, critical factor(s) andthetransactiond or chan of strategic
decisionstha are likely to beimpacted by influential, indgpendent variables. Profits are acommon
dependent, critical factor in abusness.

A widerangeof criteria, frameworks, modds and approaches are available for managers to
usein evaluaing environmental intelligence and information. The next activity inthe TSMP, i.e.,
Andyze Situaions emphasizes evauaion. Evaudingisthe heart of andysis. Managerswho
andyze and evaluae require a set of standads norms, criteria or other measures of value with which
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to compare elements of information and intelligence. Management does notlack such measures.
Profit measures are often used to evaluate the potential effects of an environmental variable such as
interest rate changes, labor strikes or the market entry of a new competitor. In addition,alongand
growing number of frameworks are used by management in assessing environmental intelligence and
information. A sample of such approachesindudes: SWOT (strengths weaknesses, oppotunities
and threats), cods and bendfits, value chans environmental (both internd and externd) impacts or
consquences, decision, organizationd, opaations nework and/or systems andyses, technological
assessments, finanda and marketing audits are evaludive techniques commonly used by strategic
manage's. Variousframeworks, such asthelife cycle of families, atechnology, produd, service,
system or indugry, the General Electric/ McKinsey and Company indudry attractiveness and
bugness strengths matrix, the Shdl Chemical Strategic Matrix based on progpects for sector
profitability and the company's compditive capabilities and the Bogon Conaulting Group market
growth and market share matrix for evaluating produd portfolios are available for assessing sel ected
elementsin the strategic environment of an organization.

5. Compiling and reporting or inputing into the TSMP

Putting theintelligence and information togeher in some coherent format and reporting it to
management and other usersis necessary to complete and utilize the sub-process of monitoring the
environment. Intheageof electronics, much of the information and intelligence is formatted and
stored in computers, andllary equipment and disks for future use. Or it may betranamitted
ingantaneoudy to othersin the organization who need such vital inputsfor thar andyses and
decision making. Traditiond forms of compiling and reporting such information and intelligence
continueto be used for environmental assessments, qudity of life reports, market research studies and
variousother collectionsof expet opinions daa, andyses, summaries and conduson.

Wha isimportant at this point is theneed to communicate effectively the contents of such
monitoring and searching efforts. Inthe TSMP, the intelligence and information may befed back
into the determining of purposes or forward into any and/or al of theremaining activitiesin the
process. Themog logical and compdling flow of such material isinto Activity 3. Andyze
Situaions

Monitoring the environment in Poland
Historically

Thehistory of Poland goes back to the 10" century AD with the unification of the Polian and
other tribesin Central Europe During the next millennium, Poland was conqueed, divided and re-
configured several times by variousconflicting factions induding Mongola, Prussia, Ukraing,
Audria, Sweden, France, Germany and Russia. Following World War |, Poland became an
independent republic. Following awar between Russia and Poland over ther bounday, the Treaty of
Rigareturned Poland'seastern frontier to wha it wasin 1793. Poland was a mgjor batleground
during World War [1. 1n 1945 nearly hdf of Poland'spre-war territory was tranderred to Russia. To
compensate Poland for itsloss, its boundaies were shifted westward, giving it arich indudria and
agricultural areatha was formerly pat of Germany. Poland'sboundaies continueto bea problem.
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Politically and goveanmentally

With itsindependent nationd values, strongsolidarity in itslabor union and the Roman
Catholic Church, Poland had aleading role in thebreak up of the Soviet Union. In June1989
Poland hdd democratic electionsand elected a Solidarity government. Subsequently, a paliamentary
system was developed with an elected nationd President, Sgjm and Sena as well aslocal
govanment. The Parliament of Poland is comprised of the Sejm which introduces, debates and votes
on legidation and the Sena which reviews such legidation. In December 1992 aconditutiond
process was begunwith a new electoral law and powers assignal to the Condgitutiond Tribund, Sgm
and Sena.

L aws protecting people and private propaty were introducd alongwith other reforms
condugve to democracy and private enterprise. 1n 1997,Poland till needed govanment actionon
bank credit restrictions unreliable and arbitrary interpretationsof cusoms regulations limits on
purchases of real estate by companies with foreign capital, double taxation and the devel opment of
such essential indugdria infrastructure as airports, telecommunicationsand energy produdion. In
regard to investment, the Polish Agency for Foreign Investment (PAIZ) was established by the
govanment. Its missionisto increase investment by assisting foreign investors finandally and with
information, investment oppotunities and strategic alliances. By the mid-1990s Poland had divorced
itself politically fromtheformer Soviet Union. Increasingly strongrelationshad been established
with Western Europe North America and such world organizationsas the United Nations(UN), the
World Bank, Internaiond Mondary Fund (IMF), the World Trade Organization (WTO) and North
Atlantic Treaty Organization (NATO).

Legd busness formationsinduderepresentative offices or branches, limited liability and
joint stock companies. In 1997 ,legidation was needed for theinvestment and development of single
owne private enterprises, general and limited partnershipsand coopeatives. The"rule of law",
historically missing in Communist counties and other dictatorships, has been guaanteed in Poland
by such inditutionsas the Conditutiond Tribund, the Tribund of State, the Supreme Court, common
and special courts, the Public Prosecutor's Office and the Ombudsnan. A "free press’ was
flourishing with awide array of naiond and internationd newspapers, magazines, television
programs and radio broadcasts.

Economically

At theend of Communism, Poland had a severe shortage of consumer goods housng,
efficient heavy indudry, infrastructure as well as high inflation, large debt and a degraded ecology.
In December 1989,a program of econormic "shodk therapy” was introducd by Finance Minister
Leszek Balcerowicz. Tradepolicy was liberalized, private sector spending was encouraged, military
spending was reduced, a bdanced budgé was maintained, a strict moneary pdicy was followed and
pro-Western market policies were initiated. In March 1991,17 Western counties cancelled hdf of
Poland'sU$33billionin foreign debt. Following the election of 1993 thetrend toward progressive
QnarketizationOwas slowed but not stopped or changed in direction.

In November 22, 1995 a mass privatization program was launched which entitled all Polish
adultsto buy shaesin 15investment fundstha were set up to manage more than 400large state
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enterprises. From a central, command econony, Poland was evolving into a decentralized and
privatized economny. By thelate 1990s Poland had developed into amajor economic ndionin
Central Europe manifested by real annud gross domestic produd growth rates of four to six percent.
Much of the econonic growth was in Warsaw, Krakow, Wrodaw and Poznan where major foreign
and domestic investments were being made. In theautomotive sector along Daewoo, Fiat Auto SA,
Genera Motors Corporation and Zaklady Samochodowe (Daimler Benz partner) invested more than
U$1billion. In 1995 foreign investment reached U$6.8 billion, up from U$4.3 billion the previous
year. Theflow of goodsand servicesinto and out of Poland was increasing rapidly. By 1997, total
tradewas nearly U$60billion, a 70 percent increase over 1994

Thenature of employment has changed dramatically. Between 1990and 199%, employment
in the state sector decreased by more than 37 percent and increased by more than 62 percentin the
private sector. Duringthe same period, thenumber of entrepreneurs and self-employed grew by 12.6
percent, the highest rate in Europe Althoughunemployment continued to be a problem for youth and
unquaified personnd, thetrend was downward. Theavailability of alabor pool was consgdered to be
an attraction for investment and not athreat to soda stability. By 1995 the number of strikes (406
was down dramatically from the peak years of 19 (6,351) and 1993(7,443), dthoughhighe than
1990(250) By 1996,wages had reached U$363per month, third highest of theformer Soviet Union
counties and much highe than its eastern neghbasin Russia, Belarusand Ukraine Dueto
increasing wages and prices, inflationwas 18.6 percent in 1996,down from 250 percentin 1989and
forecasted to go lower in 1997and beyond

Sodo-culturally

Thewars and decades of deprivation unde communism conditioned the Polish people to
survive on very little. With their new economnic and political freedom consumer spending has
increased, moreso in urban centersthan inrura areas. Lifestyles are changing, especially amongthe
youth, youngprofessionds and busness people. Western clothes, cars, foods drinksand musc are
increasingly popukbr with theyoungand affluent. But therich traditiond culture of the peforming
arts, naiond musc, dance and festivals continues for mog Poles, especialy in therura areas.
Althoughdiets are changing with the greater availability of fresh produe and processed foodsfrom
aroundtheworld, traditiond dishes predominate in homes and provide core items in restaurants.

Demographically, Poland was forecasted to grow from 38.6 millionin 1996to 41 million by
2020.Populationwas growing but at adecliningrate. Sixty percent of the people livein urban
centers. Migrationfromtherural areasto urban locationswas declining, in pat dueto state
protection of the agriculture sector. In thefirst hdf of the 1990s theformation of housholdswas
increasing lowly while the nunmber of people per houshold was declining. By theend of the decade,
an exploson of new hougholdswas expected as extended families were finanaally capable of
having homes tha indugry was condructing. By 2030,an estimated 20 percent of the popuous
would beretired.

Ecologically

Poland'secology had been abused severely since the 1940s Water and air pollutionis
extengve and especially intense in indugrialized areas such as Warsaw, Silesia and Pomerania.
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Cities have not controlled the durmping of waste, including chemical and nudear effluent, into the
rivers. Factories and vehicles have not had effective air pollution controls. Pollutionlevels have
exceeded Western Europestandadsby 10-50times. Effective Januay 1, 1998,naiond emission
standadswere imposed with fines for violationsand major initiatives were launched for upgading
power plants, factories and vehicles. Internaiond efforts were being madeto control pollution and
be more responsgble with the ecology. Poland was coopeating with Germany in reforestation, with
the Scandinavian countiesto re-cultivate the Baltic Sea coast and by controlling the dunping of
pollutantsinto internaiond rivers.

Technologically

Aswith itsindugry geneally, Poland'sscience and technology had not progressed well in
recent times. On Januay 121991 ,the State Committee for Scientific Research was established. Its
purpos was to develop a moden technological infrastructure and working conditionsto suppot
Polish indugry andits sodety. Numerousincentives were provided by the government, induding:

* core R&D fundngfor ingditutionslike universities and technical inditutes;

* funding for R& D infrastructure such as electronic equipment and research facilities;

* research grants for individuds and small teams of scientists and inventors;

* subgdiesfor R&D programs and theimplementation and utilization of scientific

findings and

* subgdiesfor internationd scientific and technological programs and activities.
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