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Our agenda

« The management cognition perspective to strategy

* Industry success factors as mental models (Tug-of-War)
 From mental models to sensemaking processes

* Political and cultural dynamics (Tug-of-War)

« Sensemaking as a versatile perspective on strategy process



Management cognition
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“Textiles’

Was this an accurate
description of the textile

industry?
‘Hosiery’ ‘Knitwear’ ‘Lace’
‘Fully- ‘Fashion’
fashioned
classic’ /
“High “The ‘Fully ‘Cut and
quality’ rest’ fashioned’

ZANWAN

A? Aalto University ‘Natural ‘Synthetic  ‘Natural ‘Synthetic
n

School of Business fibres’ fibres’ fibres’ fibres’



Biases In management cognition

https://lyoutu.be/RHMXPyX7czU

Examples:
« Self-serving bias: We understand the world in a way that makes us feel good.

« Confirmation bias: We seek information that confirms what we already
believe. (also “motivated reasoning”)

« Sunk-cost fallacy: We throw good money after bad money
« Anchoring: We make estimates close to a value we have thought about

Discuss: To what extent can we explain Scottish knitwear
executives’ mental maps through these biases?
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Strategy takes place in time

Work on biases assumes an objective reality to exist
« But do the past and the future really exist?
« “Metaphysics of the presence”

If the past and the future are gone, we are left with stories

* Loose causal explanations that extend the evidence from the past
and the present knowledge towards the future



Group exercise

Exercise: Try to make sense of what factors will define the
competitiveness of the mass market fashion industry in 2021?
* This would include companies like Gap, H&M, Inditex, Nike, ...

* You have exactly 10 minutes and you must have a one-paragraph
written explanation to submit
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Tug-of-War

Consider the mental models in the Tug-of-War case. Please describe
the central beliefs of different parties in the case study.

* You can use causal mapping technique, but this is entirely optional.

Parties of interest
* Robert Dodds, CFO
Margie, head of a business line
Tony, head of a business line (children’s wear division)
Ravi, potential SVP of procurement, manufacturing & logistics
(Jack Emmons, the CEO)
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How does strategy get made?

In these two cases (Scottish Knitwear, Voici Brands), which one
has a stronger impact on strategy?

(1) Mental model of the world the company operates in
(2) Carefully weighted choice between strategic alternatives

What determines the relative weight of these considerations
across industries?
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Sensemaking process
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Political factors (Lukes)

Three kinds of power:

1. Domination (hard):
« ‘| force you to...”

2. Influence (soft):
* “l convince you to...”

3. Agenda setting (contextual)
* “The real problem is not powerty, but economic growth...”

Also: Systemic power (structures) and episodic power (actions)

Q: How did power influence sensemaking in the Bay City?
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Bay City model

What were the central
strategic concepts in:

 Tug of War case?
» Scottish Knitwear?
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Discursive structure: evolving meanings of the shared strategic concepts
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Versatile framework to understand how
various factors influence strategy process

How does Al support and limit
the range of individual and
collective interpretations?

How does big data and Al
shape what we observe?

Observing Interpreting

How does Al influence the

ability to enact specific kinds of ] .
An) Ralto Universit. )1 tions to problems? How about the effects of business analytics /
|

artificial intelligence on strategy?




COVID-19 impact

N Corporate
HQ

Business unit
top
management

\, / Middle management &
teams

Q: Consider the strategy process at a company of your choice
(e.g. Air France, Volkswagen, McDonalds). How could these
corporations improve their sensemaking about the pandemic?

Observing Interpreting
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Conclusion

Optimal choice Strategizing Strategy as
of strategy around human sensemaking

(world as a real and limitations (world as opaque and
transparent engineering (world as real, but complex outcome of
problem) opaque) distributed actions)

This should set you up nicely for session #3 by Nina Granqvist!
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