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204 WHAT HAVE WE LEARNT?

7. WHAT HAVE WE LEARNT?

“This man failed in his first attempt at business. He then tried politics and
within only one year failed there also. He went back to business for yet
another try, and failed again. Three failures in three years. He asked his fiancee
to marry him after four years of courtship, but she said no. Later, another
sweetheart died. He struggled for the next two years and suffered a nervous
breakdown. After taking two years to recover, he tried once again in the
political world and was defeated in his bid to be elected as Speaker of the
House. Two years later he sought to be appointed as the Elector and was
again defeated. Three years after this, he ran for a seat in Congress and was
defeated. He waited another five years to run for office again, and was defeated.
It was during this time that his four-year-old son died. He spent the next
seven years in relative obscurity and then ran yet again for a political office -
this time in the Senate. Again he was defeated. The following year, he was
nominated by his party to be the candidate for Vice-President, but was defeated
along with his running mate in the general election. After two more years he
tried again for the Senate seat, but was defeated. Then, another two years later,
in 1860, Abraham Lincoln was elected as the 16th President of the United
States! Twenty four years of sheer endurance!”  (James Ryle, 1992:97)

1. ÒRESOURCESÓ IN THEIR TERRITORY

A typical feature of the title of this dissertation, “The Pathfinder:
Strategy Paths and Resources in their territory”, is its explicitly local claim. In a
way, the question, “What have we learnt?” will also differ from person to
person according to his or her own territory. When the long history of a
company is taken into account, as was the case in Koninklijke Hoogovens,
special local forces and routines of the past prove to be important. Endurance,
even perhaps to the same extent as that of Abraham Lincoln, is what is needed
when resources are coming into being.

This dissertation started off with a rather challenging ambition of
embracing the complex reality of business life in order to break through the
watershed between theory and practice. Following Charles Handy it was argued
that we needed to appease both the lesser and the greater hunger in this quest
for a firm and its sector to meet in interaction and synthesis. Several obstacles of
synthesis have been identified, most notably the obstacle of theory and the
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obstacle of method. Overcoming these obstacles formed the first two objectives
of this dissertation. The third objective was to describe and analyse the social
becoming of a company’s resources in their territory. This final chapter will
first summarise and then discuss these three objectives.

Then, in section 3, the latter (empirical) objective will be highlighted by
answering the research questions with connected propositions, as posed in
chapter 3. Finally, section 4 will focus on the most difficult questions of all:
what will you do differently at the end of the day....

2. OBJECTIVES OF THIS DISSERTATION

In dealing with aforementioned three objectives of this dissertation it
would appear that there is a clear linear sequence. First, a theory is put forward,
which then leads to propositions. Secondly, a theory of method is formulated so
that research can be conducted. And finally, an empirical research effort is
presented. This, however, has not been a linear exercise at all!

In chapter 3 (§4.2) I have explained the iterative nature of this research
effort. Accordingly, the widespread assumption that theory is either planted in
theory or data has been violated. However, in following well-known process
scholars who argue that good process research needs a double grounding, this
research effort went back and forth through no fewer than seven cycles between
theory and data (see Figure 3.2 on page 80).

The first objective of this dissertation - to overcome obstacles of
synthesis regarding strategic management theory - originated from empirical
observations combined with often-cited theoretical models. In meeting this
objective a conceptual process model of business reality was presented in
chapter 2.

In the light of several, often quoted, resource-based view publications
the process of the coming into being of resources is left unproblematic. On the
basis of a black-box approach, output is contrasted with input and it is
concluded that in order to produce output with a competitive advantage, input
should have certain characteristics. As mentioned before, these characteristics
have been formulated as: valuable, rareness and perfectly inimitable (Barney,
1986b). Recently, various authors have called for a resource-based approach
taking development or formation into account (e.g. Dierickx & Cool, 1989;
McGrath & MacMillan, 1995).

Basically, three insights are needed in order to construct a process
model of resource formation: a conceptual understanding of the make-up of
the resources of a firm; a conceptual understanding of the make-up of a firm’s
territory; and a conceptual understanding of the interaction between a firm and
its territory. This dissertation’s research questions are easily recognisable in
these needed insights. Theoretical concepts capable of providing these insights
and this understanding have been put forward in chapter 2.
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Although this conceptual model has been tailor-made for the
description and analysis of Koninklijke Hoogovens, the concepts introduced are
general enough to be of conceptual and analytical help for resource-formation
processes of other firms in their territory.

The model developed points explicitly to the sector as a co-evolutionary
process developing alongside the firm. In this way, some middle ground is
covered in between the inside-out and the outside-in approach. As seen from a
firm, resource formation is either reproductive or transformative. A sector’s
forces in a resource formation process have been addressed as enabling, limiting
or enforcing. The interaction of the firm and its sector produces six ideal-type
abilities and consequent types of path development. Resources can be limited or
enforced so that they develop alongside the sector (convergent path); resources
can be enabled or enforced so that they develop away from the sector
(reorientation path); and resource development can arrive at a standstill due to a
limiting sector and/or a reproductive firm (inertial path).

The second objective of this dissertation is to overcome obstacles
towards synthesis with regard to epistemology and methodology. Ample room
was taken for the epistemological discussion in chapter 3 in order to provide a
foundation for the methodology.

In line with our ever more “post-modern” time-spirit it is emphasised
that we need to be able to face both sides of a spectrum at the same time in
order to be able to embrace the complex reality of business life. This does not
imply that it is put forward that “anything goes” and that scientific practice is
no longer valued. On the contrary: it is our aim to refine common sense. That
is, moving from cognitive security without responsibility to cognitive
responsibility without full security. I believe the epistemological framework
provided in chapter 3 might be of help in any other research effort trying to
embrace business reality over time.

In order to provide an answer to the research questions, the
aforementioned iterative grounded theory approach was adopted. In cycling
back and forth between theory and data, the questions concerning the resource
formation of a firm-in-its-sector were analysed.

The third objective of this dissertation is to describe and analyse the
social becoming of a company’s resources in its territory. This contextualist
empirical research effort serves as a demonstration of the more general claims
of this dissertation (analytical generalisation) and concentrates on the many
complexities of resource formation (Yin, 1994).

A considerable effort has been made to study Hoogovens across three
levels of analysis in past, present and future time: the processual development of
a steel and aluminium company (the firm); the processual development of the
steel industry and the aluminium industry (the sector); and the processual
development of the interaction between Hoogovens and its sectors (interaction).
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It is in the interaction of a firm with its sector that the potential ability is set for
actual practice producing resources.

In chapters 4, 5 and 6 a precise processual description and analysis were
provided of the resource formation process of Koninklijke Hoogovens within its
territory over time. In chapter 6 a comparative analysis of the output of
resource formation processes of Hoogovens was provided in their specific
territories (steel v. aluminium) together with a comparative analysis across time.

3. RESEARCH QUESTIONS

Intrigued by the many questions of a firm’s long-term resource
formation in the midst of other firms, I first investigated the enormous amount
of literature in this field. As mentioned before, many academic disciplines have
potential insights concerning resource formation. However, because the
resource-based view finds its origin in economics, this has been taken as the
starting point. From an economic starting point, insights from other fields of
study, especially cognitive psychology, sociology and technology, have been
added. Within the evolutionary theory of economic development, the (sector-
level) concept of path or trajectory, referring to an ongoing process following a
particular course, has been adopted as a central concept at both firm-level and
sector-level. At firm-level this was referred to as a strategy path and at sector-
level as a sector survival path. Next, the four research questions will be discussed
and answered.

FIGURE 7-1 RESEARCH QUESTIONS

Q1. IN WHAT WAY DO A F IRMÕS
R ESOURC ES EMANATE FROM THE

FIRM?

Q2. IN WHAT WAY ARE A FIR MÕS
R ESOURC ES ENFORCED BY THE

SEC TOR IT I S I N?

RESOURCE
ABILITY

Q4. WHICH  ÔC OMBINED

PRODU CTÕ WILL LEAD TO

WHIC H RESOURCE

ÔPRACTICEÕ?

RESOURCE
PRACTICE

SECTOR

(OUTSIDE-IN)

FI RM

(INSIDE-OUT)

Q3. WHIC H ÔCOMBINED

PROD UCTÕ WI LL LEAD TO

WHI CH POTEN TI AL OF

R ESOURC E ÔABILITYÕ?

3.1 IN WHAT WAY DO A FIRMÕS RESOURCES EMANATE FROM THE FIRM?
Starting off from the “inside-out” resource-based view, the first

research question to be answered was: in what way do a firm’s resources
emanate from the firm’s strategy path? Based on the literature review in chapter
2 and reflections on empirical data an answer has been be provided by way of a
reconstructed resource-based view.
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In line with the first proposition (see chapter 3, §4.1) - resources are
what a firm has, and the ability to use these to a desired end - Hoogovens has
been analysed in terms of organisational assets and its ability to use these while
producing iron and steel (and later in time aluminium). Not only Hoogovens
investment decisions have been studied but also the development of intangible
assets such as knowledge and the development of organisational capabilities
after the commencement of an installation. Any installation of a steel and
aluminium company will solidify capital and commit the behaviour and the
dominant logic of a firm, leading a firm on a strategy path over time.
Consequently, decisions of the firm, such as investment decisions, influence the
resources of the firm and the future development of these for a long time. In
line with this, proposition #2 put forward that during a firm’s specific - long-
term - commitment resources will be developed. Resource accumulation within
such a period of commitment will be mostly incrementally since organisational
asset-wise the company is locked-in for the time being. Sometimes this might be
an intentional process of resource formation. However, resource formation will
not always be planned like Hoogovens’ investments in gas cleaning created the
basis for a new - unplanned - operation.

Because of the aforementioned solidified formation processes, sudden
changes of a strategy path for a company such as Hoogovens are difficult. Once
decided a company’s space to change its commitment is highly limited. On the
other hand, when a company has the chance to change its commitment such as
the decision in favour of the strip mill and oxygen steel in the 1950s these have
a profound and long-term influence on resources (proposition #3). As such, a
steel and aluminium company is proverbial in terms of “real” strategy: long-
term, high risk, big impact commitment. The ability of Hoogovens to
fundamentally change its technological commitments differed over the years. In
the 1950s - and to a lesser extent the 1960s - Hoogovens’ competence was well-
developed. During the 1970s this was not the case. In chapters 5 and 6 ample
space was spent as to why this was the case. One important reason were the
limiting sector circumstances. However, more important was Hoogovens slowly
decreasing transformative intent, ability and focus. Recently, Hoogovens has
regained its capacity for “breakthrough” strategies, as indicated by recent
innovations such as advanced thin-slab casting and the cyclone converter
furnace. As soon as a company like Hoogovens looses its transformative intent
sector forces will have a bigger “enforcing” impact.

Over time, Hoogovens clearly went through either reproductive or
transformative phases more or less independently of sector forces (proposition
#4). During the 1920s Hoogovens was incessantly transformative in a limiting
sector, whereas this was also the case in the 1950s in an enabling sector.
Hoogovens was reproductive both in an enabling sector at the end of the 1960s
and also in a limiting sector in the 1970s. In asking the question in what way do
a firm’s resources emanate from the firm, whether or not a firm faces its
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sector(s) intentionally transformative is crucial. However, although the intent of
the firm is rather independent of the sector, practice (see § 3.4) turned out to be
an outcome of interaction between the firm and its sector.

3.2 IN WHAT WAY ARE A FIRMÕS RESOURCES ENFORCED BY THE SECTOR?
In an effort to embed the firm in the sector, the second research

question was in what way are a firm’s resources enforced by the sector and its
sector survival paths? Again in chapter 2, a reconstructed firm-in-sector
provided the basic conceptual answer to this question together with the analysis
of the steel sector and the aluminium sector.

Over the years, the steel sector clearly imposed rules and norms for
survival in terms of necessary resources for Hoogovens (proposition #5).
Especially in a limiting sector these bare necessities became rather evident. For
example, a continuing demand for any steel company has been capital or access
to capital for the necessary resource investments. This has also been the case for
aluminium, apart from access to low cost energy for primary aluminium plants.

However, on top of these necessities there are multiple realities based on
both the perceptions of ideas, beliefs and convictions actively held in the sector
(proposition #6) and these bare necessities. For example, some new entrants
revolutionised the aluminium sector by focusing on hydropowered primary
aluminium plants, as a result of which primary aluminium became a commodity
traded on the London Metal Exchange. This in turn reduced the power of the
established “six sisters” in the aluminium sector and the integration of primary
aluminium became less obvious. Here we see a revolution taking place outside
the influence sphere of Hoogovens which in turn was enforced on Hoogovens
by the sector.

In the 1960s a new sector survival path emerged in the steel sector due
to the “minimill”. These steel mills use scrap and electric-arc furnaces to
produce steel, thus dramatically lowering both the capital and the scale needed
for efficient production. Although the quality of the steel produced remained
low it ushered in a new possibility for surviving in the steel sector. Today the
minimill is able to produce even auto body parts. Besides referring to the
possibility of more than one survival path in a sector for a firm it also
demonstrates the influence of the (steel) sector on the resources of Hoogovens.
In the steel sector, as in most other sectors, there are many parties, such as the
International Iron and Steel Institute, Eurofer and the American Metal Market,
etc. During the 1970s the European Union played an important part in
reorganising the European steel sector (proposition #7). Another way of the
sector to influence and sometimes determine the resources of the firm.

Influences of the sector have been profound and in the earlier years
almost determinate. The comparison between metals in chapter 6 has been most
illuminating in this respect. In both sectors there are corresponding sector
survival paths to the company’s strategy paths. The interaction between these
corresponding paths is explicit. The resource formation in other firms in the
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sector is an important guideline or feedback effect for Hoogovens. Throughout
its history, Hoogovens kept close track of its competitors’ movements in
relation to its own developments. Because of the high risk and long-term
commitment in the steel and aluminium sector what “others” do is extremely
important. Not only because a firm can miss out on new developments, but also
because other firms (e.g. the sector as a whole) determine whether or not a new
innovation becomes sector standard. A long-term commitment to an innovation
rejected by the sector as a whole is a sure way into receivership.

As mentioned before, the influence of the steel and aluminium sector on
the resources of Hoogovens has been enabling, limiting and enforcing. In line
with the aforementioned remarks concerning the reproductive or transformative
intent of the company, sector forces are independent of a particular firm
(proposition #8). Because the interaction between firm and sector determines
ability and practice this dissertation’s call for synthesis of firm and sector
behaviour is fitting.

3.3 RESOURCE ABILITY
In moving on to a third research question asking which “combined

product” (of research questions 1 and 2) will lead to which potential resource
“ability” we arrived at the quest for synthesis. Proposition #9, following
Sztompka (1991), relates the sector which is either enabling, limiting or
enforcing to the firm, which is either transformative or reproductive, producing
a combined product of six ideal-type “abilities” (see chapter 2: sector-
encouraged ability, firm-released ability, sector-forced ability, sector-blocked
ability, sector-abandoned ability and no ability). Resource ability refers to the
combination of sector ability and firm ability pointing to the possibility to act.
Or, in other words in a situation of for instance firm-released ability there are
several possibilities for a firm to act intentionally. Whether or not this firm takes
these possibilities we come to know in resource practice only. What is interesting
about the aforementioned ideal-type abilities is that even in a limiting sector a
transformative firm (leading to sector-blocked ability) always has the choice to
act otherwise. This may not always lead to higher profits - or lower losses - but
it does equip a firm to act when better times occur.

The harsh limiting years of the 1920s appeared not to provide
Hoogovens with anything other than meagre survival. Even though Hoogovens
did not really impact the world around it in a “transformative way” it did
develop like that in terms of intangible resources. As soon as there was a chance
to act, Hoogovens turned out to be prepared to move into tubes and later into
steel. Later, after World War II Hoogovens was ready to built a strip mill. At that
point in time the (steel) sector also became enabling, creating a favourable
situation for Hoogovens. However, later into the 1960s the sector remained
enabling but Hoogovens became less focused and started watering down its
resources. During the 1970s Hoogovens became reproductive in its behaviour
and the sector ever more limiting. At the end of the 1970s, Hoogovens was not
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able resource-wise to move ahead. It was due to a few people anticipating the
reversal of the merger that Hoogovens was able to make up lost ground after a
couple of years.

The combination of the ability of a firm and the ability of the sector
point to a possible or theoretical resource ability. In theory,  resource ability-
wise, Hoogovens should not have survived the 1920s and 30s. When studying
these years (see chapter 5, §3.1) any reader will wonder how Hoogovens
managed to survive. This leads to the observation that no matter how ingenious
a theory, in spite of sector conditions - even in the steel sector - a company has
the ability to influence its performance and resources; the ability to act
otherwise than expected or accepted. We now enter the realm of “resource
practice”.

3.4 RESOURCE PRACTICE
Subsequently, the fourth research question addressed the very difficult

phenomenon: which “combined product” will lead to which resource
“practice”? It is impossible to say beforehand which combined product of
firm-resources in their sector will lead to superior resources. In a way this
research question cannot be answered. However, it turns out that anytime
Hoogovens faced an enabling sector with a transformative intent, resource-
destroying discontinuities occurred: a so-called firm-released strategy
disjuncture. This has been the case in the 1950s with the strip mill and the basic
oxygen technique and this is now the case with Hoogovens’ CCF and advanced
thin slab casting.

As chapter 5 and 6 illustrated, anytime Hoogovens faced a limiting
sector with a transformative intent, it survived miraculously. Hoogovens moved
along a convergent path during the 1920s on which it slowly got hold of the
resources needed to survive as an iron-producer. As mentioned in § 3.3 in
surviving Hoogovens showed its transformative attitude and contradicted the
expected. In the 1930s, still developing on a convergent path, it was able to
move to the top of the sector with respect to iron resources. Besides that it
created basic resources for producing steel and also intangible assets for a strip
mill. Also, in the end of the 1980s and the start of the 1990s Hoogovens faced
the limiting steel sector with a transformative intent at last. Again the result was a
successful survival. As turns out from Hoogovens’ history, anytime Hoogovens
faced a limiting sector with a reproductive intent, it became a “feather in the
wind” . This has especially been demonstrated during the 1970s.

Chapter 6 indicated that steel-resource formation within Hoogovens is
different from aluminium-resource formation as seen both from the firm-level
and from the sector-level. This comparison led to an interesting performance
indicator relative to the sector. Through time Hoogovens moved closer to the
sector in terms of its intangible assets of steel. Later in time this overture to the
sector was followed in terms of tangible assets and capabilities. Until recently
this was opposed to the developments in the aluminium operation. Out of the
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development pattern of Hoogovens (see Figure 6.7) it can be concluded that in
terms of technology development an intimate relationship between the sector
(knowledge) and the firm provide Hoogovens preferred circumstances for
building and developing.

At this moment, a strategy disjuncture is currently emerging within
Hoogovens. The advanced form of thin-slab casting especially in combination
with the development of the cyclone converter furnace might lead to
revolutionary changes in the steel sector in the next century. Of course, there
are many other developments taking place in the steel sector in this respect and
this is what social becoming of resources is about: interaction between firm and
sector! However, there are many indications that this development of which
Hoogovens is part will lead to a smaller, more efficient scale of steel production.
At the moment, an integrated mills’ efficient scale is in between 5 and 6 million
tonnes a year. Hoogovens’ interviews, confirmed by steel-based literature,
indicate an efficient scale of 2.5 million tonnes a year. This in turn will have an
influence on the capital intensity of the integrated mill, the time-lag between
decision and commencement and integrated mill growth behaviour, etc.
However, as the history of Hoogovens and its sectors has shown, resource
practice will always show some unexpected moves because of unexpected
behaviour in either firm or sector, or in both.

4. AT THE END OF THE DAY....
The most difficult question of all in the light of a dissertation in general,

and perhaps this dissertation about resource formation in particular, is what
would you do differently at the end of the day. This is the ultimate question
every manager will ask after any research effort has been presented.

Answering this question for a management researcher would focus on
the synthesis of sector resource formation and firm resource formation. And on
social becoming as the process motor of interaction between firm and sector.
Moreover, it would emphasise the importance of epistemology and
methodology in management research. And finally, it would emphasise the
necessity to include genuine management practice into research efforts.

However, answering this question for a manager or a management team
would be more difficult. Of course, in the light of this dissertation, it would
depend on which manager or management team would ask the question. If it
were Hoogovens management, there would be four areas of emphasis.

First, in order to encourage resource formation - independent of sector
conditions - there needs to be a vision which can only be reached by an
incessant transformative intent. When at the end of the 1950s the goal of
becoming an integrated iron and steel mill was reached Hoogovens began to
wander, watering down its resources. The danger of losing vision is also present
today. After the impressive turnaround of 1992 and the numerous smaller
organisational turnarounds leading Hoogovens to the business unit organisation,
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there is now a considerable risk of complacency - particularly since Hoogovens
is today in its fifth successive profitable year, a phenomenon unknown since the
early 1970s.

Secondly, with respect to the company’s steel operation resource-
formation, efforts should be focused on the long-term development of the
strategy path of flat-steel products heading for a strategy disjuncture (in
Hoogovens own terminology: a breakthrough strategy). The impact of new
technology on innovations such as the cyclone converter furnace and advanced
forms of thin-slab casting will r evolutionise the steel sector as a whole. A
halving of the efficient scale volume of an integrated mill, for example, would
not only mean the most radical innovation of the century, but would also
integrate the minimill and the integrated mill to a certain extent. Of course,
these statements involve quite some speculation, but prolonging the strategy
path in terms of resource formation makes these developments possible.
Without a substantial resource-destroying discontinuity in the next decade
Hoogovens - and all other “western” steel companies - will not be able to
compete against developing countries.  

Thirdly, with respect to its aluminium operation, Hoogovens should
move closer to the sector in terms of developments and learning. In continuing
its usual method of development this might include a joint venture with a
partner. Furthermore, greater effort should be invested in cross-pollination,
especially from its steel-resource formation processes to its aluminium-resource
formation processes. A focal point would be the integration of resource
formation at the different locations of its aluminium operation.

Fourthly, based on the general trend towards a focus on core activities,
Hoogovens should expose its two-metal rationale to the extent that it will
become obsolete. From 1983 and especially from 1987, Hoogovens slowly
integrated its steel and aluminium operations. In order to rationalise this joint
steel and aluminium company, this integration needs in future to enhance the
competitive advantage of both metals beyond face-value validity or it will be
split into two independent parts. However, with the recent exception of a joint
steel-aluminium automotive order, a strategy disjuncture might be turned into a
potential strategy path unique to both the steel and the aluminium sector: an
integrated metal mill.


