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1. INTRODUCTION

The first chapter of the essay gives an insight into what it will deal with,
accompanied by a problemization, ending in a purpose.

1.1 Background

“We are entering something totally new. We are making industry history!”
PG Gyllenhammar, 1993

The merger plans between the two automotive companies Volvo of Sweden
and Renault of France were announced to a pressroom brimming with
reporters on the 6th of September 1993. On the podium were the CEO of
Volvo at that time, PG Gyllenhammar, and his French counterpart Louis
Schweitzer as well as the French Minister of Industry, Gérard Longuet. The
three men seemed delighted at the prospects of the deepened involvement
that this merger would mean, compared to the partnership with one another
that the two companies were already participating in. Gleefully they shook
hands, forming a trinity-handshake for the cameras of the assembled press.

The merger was, at that point, seen as a natural next step in the cooperative
process, which had been initiated a couple of years earlier. The two CEO’s
and the bulk of the media were bullish at the prospects of the union, as
were many politicians who were all lavish in their praise of the imminent
deal. Observers predicted that the merger would be of great benefit to the
shareholders of both companies, and gave their blessing to the whole affair.
The introduction of the merger plans to the public was generally regarded
as a complete publicity-victory for the charismatic Volvo CEO
Gyllenhammar. It seemed that the go-ahead from the stockholders for the
merger was more or less a formality that was to be swiftly over and done
with at the next general meeting of the shareholders of Volvo, which had
been scheduled to take place only a few weeks later. Indeed, practically all
of the major holders of preferred stock seemed enthusiastic.

However, a little less than three months later, the whole affair was dead in
the water, and P. G. Gyllenhammar was leaving his position as Volvo CEO
to make way for a new CEO, Sören Gyll. Following serious criticism
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concerning the merger from the organization of small-stake shareholders,
most of the major stockholders had made a complete turnaround and were
now blocking the deal. The greater part of those journalists, politicians and
industry people who had praised the deal only a few weeks earlier were
now also opposed to it.

Following the two companies’ failure to merge, the companies decided to
part company. All cooperation ended and any joint ventures between them
were promptly divested.

"I take for granted that this is a long-term investment, which will place
Volvo in an environment that will allow it to develop and expand."

Swedish minister of finance Erik Åsbrink, 1999

In early 1999, rumors were once again circulating about the future of
Volvo. This time the rumor was saying that the world’s most profitable
carmaker, the Ford Motor Company, was targeting Volvo as its next
acquisition. The auto-giant already owned numerous well-known brand
names in the automotive industry and was looking to strengthen its
portfolio with yet another premium brand name. It was a proud Jacques
Nasser, CEO of the Ford Motor Company, that spoke about the new
possibilities that this deal was opening up for Volvo after it had been
signed in January of 1999. The deal, which only included the car division
of Volvo, and excluded the divisions producing heavy trucks, buses and
construction equipment, was worth nearly 6.5 Billion USD, which at that
time was the equivalent of about 50 Billion SEK.

This time around there was very little controversy, or even debate, about
the merger between one of the largest corporations, Ford, and what has
traditionally been seen as the crown-jewel of Swedish industry, Volvo. The
deal was approved in an orderly fashion after a vote at the general meeting
of the Volvo shareholders a few months later. Compared to the upheaval,
which the Volvo-Renault plans had caused only a few years earlier, the
Volvo-Ford merger slipped by almost unnoticed.
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1.2 Discussing the Problem

It is curious, when viewed in retrospect, to observe how very differently
these two propositions actually were dealt with and debated, even though
one of the parties (Volvo) is kept constant, and although only six years lay
between them. If asked, most Swedes will still be able to give their take on
the situation concerning Volvo in 1993, while they most likely will have far
less to say about the much more recent Ford merger. To us, this indicates
the possibility that societal values may have changed between 1993 and
1999, which would account for the relative complacency, which seemed to
surround the Ford deal.

There are of course other reasons that could explain why there were
disparate views on the two events. Personal or person-related reasons could
be one explanation. It is a fact that the charismatic Volvo CEO PG
Gyllenhammar was considered by many people to be something of an
emperor or statesman. He therefore enjoyed relatively large freedom of
action and legitimacy on the one hand but on the other hand also had
powerful enemies. In fact, the situation in 1993 eventually became so tense
that the expression coup d’état was used in describing the events at Volvo.1

Another possible source of explaining the differences is the issue of
national and organizational cultures possibly influencing the opinions on
whether a merger should take place or not. It could very well be the case
that Swedish, or rather Volvo, culture gels better with the American
business philosophy than with the French, or at least that people think so.

For this essay, however, we put focus on the perspective of societal change,
which we believe to be a fundamental factor. It is of considerable interest to
ask oneself if anything substantial has changed in society during the course
of the six years between 1993 and 1999. There is circumstantial evidence
that could indicate such a change. The share of the Swedish population who
owned stocks increased noticeably over the period, possibly changing the
views on business and entrepreneurship. The Swedish entry into the
European Union could have changed people’s attitudes towards foreign
relations. A restructuring of the car business took place with mergers and
takeovers, something that might have increased the awareness of the, at
                                          
1 Exit PG, Sundqvist, 1994
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least perceived, necessity to ally and grow bigger. Indeed, a more frequent
occurrence of mergers in general is an empirical fact. The awareness, use
and importance of the Internet also increased dramatically over this period
of time, making the world smaller.

Hence, the question to ask is if anything substantial in society’s view on
business and enterprise changed during those years and if so, can this
potential change be observed?

1.3 Formulating the Problem

Since media’s role is to reflect our age and be a yardstick of prevailing
opinions on social phenomena, it seems reasonable that the two mergers
were reported, described and analyzed in the press from different
perspectives and angles using the values and beliefs of their respective
periods of time. If it can be agreed upon that this is so, then these values
and beliefs could be probed by studying a large enough selection of articles
in the press from respective era. In this manner, we believe that one ought
to be able to find manifestations of the mindsets of the periods studied,
regardless of whether they have changed or not.

In examining this, it is our belief that not only what is being said (types of
arguments used) could point to a shift in institutionalized thinking, but also
who is saying it. The terms institution and institutionalized will be
explained later. For now, we can describe it as an established mind set
shared by people in a group, organization or society. As we shall also see
later on, legitimacy is a crucial factor in the societal debate in order to be
heard. Thus, according to our line of interpretation, a shift in legitimacy,
and thereby a shift in who is being listened to in the public discourse, is a
clear indicator of a change in the thinking of society seen as an entity. The
public discourse, or societal debate, will in this essay be represented by the
newspaper articles studied in the Chapter 4 onwards.

1.4 The Purpose

The purpose of this essay is to empirically examine the public discourse
around two major corporate merger situations, separated by a six-year
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period, not only in terms of arguments used but also in terms of the voices
whose opinions were heeded.

Specifically, the question is whether or not a potential disparity in
empirical findings between the two cases can be understood as a re-
orientation in the public discourse. Should the discourse have changed, this
would indicate a change in the institutionalized, collective mind-set of
society, since it is our fundamental belief that a change in the public
discourse can be interpreted as a sign of societal change. This belief
constitutes the thesis pursued in the essay.

1.5 Target group

The main target group of this study is academic scholars in economics.
However, considering the nature and content of our essay, we feel that it
also ought to be interesting to persons outside the target group.

1.6 Delimitation

It is difficult to find an explanation for most phenomena in our world, if
one by explanation means true, impartial all-embracing information. The
reason for this lies in the complexity, not only of the world but also of
humans. We can most likely never find a “Theory of society” that all
humans can unanimously adopt for the simple reason that there are over six
billion individuals of different culture, education, childhood and
adolescence et cetera. The matter of organization of society is so large and
comprehensive that it would be presumptuous to claim to seek the solution
and answer to everything. Hence, we limit ourselves to offering a credible
suggestion to an answer of more narrow questions, outlined in the purpose.

We also limit ourselves in the discussion of legitimacy and power and put
the main focus on organizations and institutions, although we include
individuals to an extent. It is our opinion that in dealing with the question
of organization of society, the legitimacy and power of organizations and
institutions are more interesting than that of single human beings is. For
this reason we find delving deep into the subject of, for example,
behaviorism to be of little consequence for the purpose of our essay.
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Regarding the theories on mergers, we only deal with those giving reasons
why or why not a merger should or should not take place and ignore those
concerning how to go on and succeed with a merger.

Since the chosen method is to do a discursive analysis of the public
discussions prior to the merger, we disregard articles written before any
plans were announced, which, barring the event of journalists attaining
classified inside information, can only contain speculation. Extrapolating
the logic of this previous argument, we also find those articles published
after the mergers had respectively collapsed and succeeded to be
notwithstanding as they could not possibly influence events any further.

1.7 Structure of the Essay

Following the first introductory chapter, chapter two gives the reader an
insight into their view on reality and philosophy of science. Furthermore,
the concept of the study and its realization is described. In chapter three,
the authors build a foundation, consisting of selected theories, for use in
chapter five. In between comes chapter four, where the collected empirical
data of the study is presented. Chapter 5 unifies theory and empiric data
into a synthesis. The essay is summed up in the final chapter, presenting
what the authors have concluded.
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2. METHOD

In this chapter, the authors express their views on science, its role in the
world and the world itself. Thereby, it should be easier for the reader to
judge the content of the thesis, since the basic standpoints of the authors
are known.

2.1 On Science and Reality2

Our belief is that science is something good. Good in the sense that it is a
means for improving our knowledge of the world. We acknowledge that
there are different areas of science, like natural and social. Regarding
natural science, it is apparent that it follows certain laws of nature.
However, social science is something different. Are there “Laws of
Society” we do not know about? We   believe there are no such laws.
Society is created by human beings. Therefore, society does not exist
without humans, in fact, humans are the very foundation of society.

We acknowledge that we, all humans, are different. We all have our own
unique set of DNA molecules, our own cultural belonging and background.
However, despite these differences, manifested in our own views, opinions
and thoughts about things, there are also striking similarities. We all live on
the same planet and therefore experience, basically, the same phenomena;
sunrise, sunset, rain, storm et cetera. It is reasonable to presume that we all
react in the same way to, for example, a storm. We have something in
common that we could talk about if we only could speak each others
language. If we did not have a common language, then we would invent
one or learn each others. Somehow, we speak to each other and tell each
other things from our lives.

As we see it, society emerges in these discussions, or rather dialogues, by
creating a sort of “standard” which everybody adopts. Since we are not the
first humans, our ancestors have already created these “standards”
institutions. The institutions make it possible to go forward and find new

                                          
2 Our own views and opinions
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things that we can standardize and, hence, institutionalize. One such
institution that enables further institutionalizing is science.

What have we established? Society, according to us, is an ever changing
human construction, built on standardized bricks called institutions. One
such institution is science, which is also a tool to increase our knowledge.
Now, we had not needed to explicitly explain this view as thoroughly as we
have done here. There are humans before us who have had similar thoughts
about the world and this school of thought is called, with a standardized
name, Social Constructivism and we are proponents of that view.

2.2 On Methodology

2.2.1 In General

As a general rule, we hold methodologies in their purest form to be of little
or no use in practice, although they can be useful as theoretical exercises.
We get the reason for this from Paul Feyerabend, who stated that scientific
methodologies have not managed to provide scientists with eligible rules
and that it furthermore, considering the complexity of history, is most
unlikely to expect that science can be explained on the basis of a small
number of simple methodological rules3. Consequently, the fundamental
idea will be that everything is allowed, albeit within the strict bounds of
scientific stringency.4

How do we use this freedom responsibly? For example, we try to
understand the content of the articles examined in our study by subjective
interpretation according to hermeneutics, but we also contemplate on
businesses and their place in society with more of a top-down view than an
actor’s view. We codify as well as quantify the empirical data, a
combination of a qualitative and a quantitative method. We feel that this
approach gives us the best opportunity to fulfil the purpose of the essay.

                                          
3 Feyerabend, P., 1977
4 Chalmers, A.F., 1976
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Since this essay is based on a thesis that is pursued throughout the essay, it
feels appropriate to pay attention to abduction as an approach to the
working method. Let us explain how we have understood abduction as an
idea.

The generating of theses in science still have a shroud of mystery
surrounding it and a single empirical working method is not enough to
explain this process. The philosopher and logician Charles S. Peirce (1839-
1914) focused on a special way of thinking that later on was called
abduction. This way of thinking can be seen as a process, including
generating, criticizing and accepting of an explaining thesis. The process
starts with generating, something that is often, but not always, catalyzed by
an intuitive bolt from the blue. By criticizing, the original idea is
strengthened. This stage most often includes a first search for confirming
data, for example by consulting already written theories on the subject. The
accepting stage means that the thesis receives its final formulation. With
the final formulation as starting point, the true search for confirming,
empirical, data begins. The results can either strengthen or weaken the
thesis. If major parts of the data contradict the thesis it may be rejected, but
nevertheless new knowledge has been created. If the results at least
somewhat support the thesis, refinements can be done followed by a new
test. The keyword and the biggest advantage of abduction is iteration.5

By constantly refining the thesis through an interplay between theory and
empirical findings one can reach further than with two other common
scientific working methods, as the comparison below shows. Please keep in
mind that we are talking about them in  their most pure form.6

In deduction, proceed from a theory and search for empirical evidence, the
conclusions are inevitably dependant on the premises:
Rule: All beans from this bag are white.
Case: These beans are from this bag.
Result: These beans are white.

In induction, observe the surroundings and interpret the results, it is
impossible to generate more than what actually has been observed.

                                          
5 http://www.itm.hk-r.se/~sveo/vteori2/ch2.html
6 Peirce, C.S., 1990
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Case: These beans are from this bag.
Result: These beans are white.
Rule: All beans from this bag are white.

In abduction, however, knowledge is possible also when uncertainty
prevails.
Rule: All beans from this bag are white.
Result: These beans are white.
Case: These beans are from this bag.
Note that abduction generates a credible hypothetical assumption by
combining a rule and an empirical case. We get a reasonable picture of how
reality is constituted, a thesis put in a context, whose consequences can be
investigated with inductive as well as deductive methods. Nevertheless, the
context can never be created without the abductive process. It is when used
in this way that the advantages of abduction are most clearly visible.

2.2.2 The Study

It is central to this study that an institutional view has been adopted,
meaning that we believe that things people say and do are greatly
influenced by the structure of thought imposed on us by the attitudes and
sentiments in society. Equally important with regards to the practical
procedure of the study is the notion that media acts as a mirror reflecting
the age it is portraying in its coverage of, for instance, mergers. This means
that the discourse in the press concerning mergers in all likelihood also is
representative of society’s beliefs  and values on the topic at that particular
point in time. We base this on the simple notion that media report the
statements of individuals and organizations who are influenced by the
cognitive frame-set of their contemporaries and the era in which they are
living and also analyze this using the institutionalized mental schemes of
the day. In this way, media can provide ex-post observers with an
understanding of the thoughts and spirit of a period of time, if not directly,
then at least in an indirect way.

We have deduced this idea by tracing back to research by scholars like
Phillips and Lord7 who have found that we tend to process flawed or scarce

                                          
7 Phillips, J.S. and Lord, R.G., 1982
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information by “filling out the gaps” using experiences and beliefs that are
imposed on us by a common scheme, i.e. institutionalized ideas.
Furthermore, research on Institutionalism has suggested that language is a
prime indicator on the type of thinking which characterizes the particular
period of time. This lends support to our view on media as a conveyor of
institutional thought as it is a conveyor and distributor of language. As
additional information to the reader, we expand further on Institutionalism
under the section 3.1 in our Frame of Reference, but feel that it is worth
mentioning here as it has been a fundamental viewpoint of the two authors
when approaching the problem of this essay.

As has been mentioned, it is our belief and basic assumption for this essay
that institutionalized beliefs in a society can be observed by studying the
public discourse of that society. Our efforts in studying the situation in
1993, which was the year in which merger plans between Volvo and
Renault were made public, and 1999, which saw the purchase of Volvo by
Ford Motor Company, were therefore concentrated on carrying out a study
of articles published in Swedish press around the time of these events. Our
tool used in the search and selection of articles was the Swedish database
for economic articles, Affärsdata.

Since time-constraints was very much an issue in writing this essay, we
found it necessary to limit the number of newspapers and magazines that
were to form our empirical base. Even though this can incur some criticism
concerning the comprehensiveness of the study, we believe that our
selection of empirical sources offers a fair and representative picture of the
periods of time studied. Considering the large Swedish media concentration
and the relative dominance of Dagens Nyheter, leading to very similar
reports in most papers, we have for our study selected two major daily
newspapers (Svenska Dagbladet and Dagens Nyheter) and two financial
magazines with considerable circulation (Veckans Affärer and
Affärsvärlden).

Having settled on these publications as our sources of empirical data, we
went about searching the Affärsdata database for articles on the subject
around the dates that were of interest to us. The search words entered were
“Volvo+Ford” and “Volvo+Renault” respectively. We set the search-
engine to search for articles containing these combinations of words in the
entire bodies of text of the articles, rather than just in the headlines or
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introductions in order to increase the likelihood of including all of the
articles on the matter. Both searches were limited to four-month periods
starting around the dates of the official announcements of the involved
parties’ intention to merge. The period selected for the Volvo-Renault
merger was set to range between the 1st of September 1993 to the 12th of
December of the same year. The corresponding period for the Ford merger
with Volvo was made to stretch between the 1st of January 1999 and the
30th of April 1999.

This search yielded a great number of articles, which was then narrowed
down in two selection processes. The first selection process filtered out
articles, which already upon a first glance apparently had nothing to do
with our topic, other than the words Volvo, Renault or Ford being
mentioned in the text. The second selection process meant studying the
remaining articles closer, and once again weeding out those that had
nothing, or very little, to do with our examination. Finally, there remained a
number of articles that discussed the two mergers. These articles were
scoured for arguments, plainly as well as implicitly conveyed to the reader,
having to do with the mergers. The arguments were subsequently
categorized according to the seven merger theories/motives presented by
Trautwein (see section 3.3), as well as two additional categories of our
own, National Interests and Cultural Aspects, which we felt could be
factors that had played a significant role in the public discourse. As we
shall see, one category was significant while the other was not. It is
important for the reader to understand that only arguments brought forward
that were directly linked to the mergers were used as data in our study. A
few words about the categorization: the interpretation of the articles’
arguments are entirely our own and it should be noticed by the reader that
not all arguments fitted 100% into one of the nine categories. However, we
made sure that a very strong compliance was present before we placed an
argument into a category. The possibility of arguments not fitting into a
category did not appear to any significant extent. Arguments that were too
difficult to link directly to the merger discussion, were disregarded.

In addition to being categorized according to the type of logic that lay
behind the statement, the arguments were also coded with regards as to
whom was making the statement or comment. For our examination we
envisioned seven categories of sources, namely: the CEO, Top
Management, Owners (i.e. shareholders), Politicians, Journalists,
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Financial Analysts and other External Sources. By introducing this
dimension to the study, we were able not only to study which arguments
are characteristic of one period of time studied (or both), but also what
groups are being noticed and represented in the discourse. This is
significant, since we acknowledge a shift or change in groups/persons
considered important in the societal debate to be an indicator of change in
institutionalized thinking and behavior, just as we believe a change in
argumentation to be.

As a final note, arguments used several times by the same source in the
same articles were counted only once in order to avoid any
overrepresentation of arguments from longer, more detailed articles over
those from brief telegrams.

2.3 Critique

“The greatest of all faults is to be conscious of none.”
Thomas Carlyle

Practically all studies, empirical as well as others, are flawed in different
ways and to various extents, this one most likely being no exception. In an
attempt to pre-empt some of the criticism that could be directed against our
study, we shall here present some potential flaws or relative weaknesses
that we are already aware of and have taken into consideration when
planning the examination of our subject.

It is apparent that a larger, or broader, selection of sources (i.e. newspapers
etc.) would create a more solid ground from which to claim reliability and
veracity of our findings. However, as will become evident to the reader in
the empirical section, our limited search produced a number of articles,
which, time frame for the essay considered, seemed almost overwhelming.
Also, as was indicated when describing the procedure used when
conducting the study, we are fairly confident that the publications chosen
offer a balanced and as correct a view of the situation studied as possible.

The fact that there is a gross disparity between the number of articles found
concerning Volvo-Renault and those concerning Volvo-Ford could also be
seen as a potential weakness of our study, although the difference in
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absolute numbers practically nullified by the method used when comparing
the two cases. The two cases are to a large extent compared using
percentages as key numbers that are computed individually for the two
cases. These key numbers are then used in the comparison between the
discourse around the Volvo-Renault merger and the discourse surrounding
Fords deal with Volvo.

Some words about ourselves. Considering the nature of our task, it is not
necessarily desirable that a repetition of our study must lead to a similar
result. In fact, most likely it will not. The reason for this lies in the constant
development of society and its institutions. Hence, our interpretations are
unique, not primarily due to our personalities, but due to the fact that the
period of time during which we performed our study is gone and will never
come again. Nevertheless, this fact does not diminish the importance of a
scientifically valid method. We hope that our account of the chosen
approach and working method is transparent enough, in order for the reader
to understand how the study was carried out and which assumptions lay
behind it.



15

3. FRAME OF REFERENCE

This section explains to the reader the basic assumptions, ideas and
theories that were relied upon in approaching the empirical problem
examined in this essay. The frame of reference consists of four parts,
institutionalism, legitimacy, merger motives and a vision of a new society.
A note on the vision of a new society: As we are trying to detect, and not
explain, changes in society, we want to include a theory serving as a
template. We feel that such a theory could be helpful in guiding us in our
search.

3.1 Institutionalism

It is commonly thought that organizations and their structures are only
designed towards providing maximum efficiency. Economics and
Organization theories explain the advantages of the divisional structure, the
staff function and of flattening and streamlining organizations to name a
few examples. Today, social sciences paint a different picture. Without
suggesting that the conclusions of the earlier theories of the disciplines
Economics and Organization are erroneous, it offers an alternative
explanation to why organizations adopt certain types of organizational
structures, and also dispels any illusions about the fit between formal and
actual structure.

Modern social- and organizational science acknowledge the impact of
established beliefs and institutions on individuals, organizations, markets
and nations. The compliance with general institutions, traditions and beliefs
are now believed to be a source of legitimacy and a prerequisite for power
and/or influence. In other words, those organizations that adopt the
prevailing institutional beliefs of the day increase their chances of survival
by making themselves legitimate in the eyes of their environment.
However, there is often a considerable discrepancy between the demands
institutional beliefs put on organizations and the criteria which would
create maximum efficiency in the organization, causing a conflict between
the two8.
                                          
8 Meyer, John W. and Rowan, Brian, 1991
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Almost without exception, organizations comply with the beliefs of the
institutions surrounding them, as they are dependent on their environment
for survival. However, as Brunsson9 notes, organizations tend to show one
face to their environment, a facade that is consistent with the belief systems
of the institutions surrounding them in order to obtain legitimacy, while
using a completely different way of working in their daily operations.

In his article, Brunsson offers a plausible explanation for this relatively
wide rift between belief systems and actual day-to-day behavior. The root
for this, he claims, lies in the educational system of modern society. Today,
more than in any other period in history, science is influencing the way we
think about things. At the same time, specialization is becoming more and
more extreme, causing education to be ever more general and theoretical,
as opposed to being oriented towards practical application. As science, and
particularly mainstream science, as Meyer10 interjects, influences what is
taught within the mass-educational system, it is the general truths, or
theories, that are very general in nature that are preferred over more
narrow, explanatory theories that in almost every case are of a more
complicated nature. As these more general theories very often are quite far
removed from the practices of real life, there exists a gap between that,
which is taught and that, which is actually practiced in organizations.
Inevitably, the general truths are the ones best known and widely spread in
a society, and therefore they come to form the basis of the institutionalized
beliefs of that same society.

As a consequence of what has been discussed above, organizations adapt
themselves to their institutional environment, rather than adopting an
organizational structure that may be better suited for performing their
work-activities effectively. Bureaucracy, for instance, is one example of an
institution that has established a firm foothold in our collective
consciousness as an icon of efficiency and rationality. Institutions offer
freedom to organizations, by granting those compliant with these widely
accepted ideas legitimacy, and simultaneously acts as a restraint, since it

                                          
9 Brunsson, Nils, 1996
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limits the number of options available, thereby possibly hindering a more
efficient way of approaching different problems11.

Most commonly, institutions are not even something that people are
consciously aware of. Zucker12 notices that to a great extent institutions are
taken for granted, and that this becomes evident in the manifestations of
institutions being perceived as external and objective constraints that are
beyond the influence of the individuals or organization in question. Even
though we take something for granted, this does not mean per definition
that we are aware of it. Quite the opposite, many of the things we take for
granted, we take for granted because we have not given it any, or very little
thought, or do not even perceive it. Conversely, individuals may give
something a great deal of thought and evaluate its pros and cons and even
form an opinion, but still consider it to be something impossible to
influence and to be taken for granted.

To expand further on the topic of institutions, Jepperson13 recognizes three
different types of carriers of institutionalization, that is societal structures
or concepts that perpetuate established institutions. These three carriers are
the formal organization, regimes and culture. Without doubt, the greatest
efforts have gone into researching the formal organizations’ role as
conductor of institutional values thus far, something which the vast
libraries of writings on organization theory show. The other two, regimes
and culture, have enjoyed less researcher attention. They are both
informally organized, but not necessarily informal in nature, as we shall see
in this short description of the two.

Regimes, Jepperson explains, are beliefs and values brought to us in
codified, formal form through the ages. Examples of this are codes of law
or constitutions, and the often indelible concepts of justice and government
they imprint on those who believe in them. Regimes are formal, and
expected to be controlled, monitored and sanctioned from some type of
collective authority center, but do not require a formal organization in order
to survive. As mentioned, constitutions and laws fall under this category,
but also a profession or an informal organization can be categorized here.

                                          
11 Fararo, Thomas J. and Skvoretz, John, 1986
12 Zucker, Lynne G. 1977
13 Jepperson, Ronald L., 1991
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The second informally organized carrier of institutionalization is culture,
which is something that can thrive without the existence of formal
organizations. Nor does it rely on any form of central monitoring and
sanctioning body for its enforcement. Culture regulates the behavior of
individuals through customs or traditions by forming expectations on how
to behave in order to fall within the norm. Monitoring is carried out by the
members of the culture who react when they perceive that the cultural
boundaries are being transcended. Culture represents both a restraint of the
freedom of the individual or organization, but at the same time offers the
framework within which they can act at their discretion.

3.2 Legitimacy

In the public discourse, and indeed in all human interaction, those who are
seen to hold legitimacy of any shape or form are more likely to be listened
to, believed and, in some cases, obeyed. Their word bears more weight than
those of other debaters who are perceived to be less legitimate in the eye of
the public do. In this sense, it can be said that legitimacy to great extent
yields power to its bearer and also that it can be assumed that in some cases
the inverse relationship is true.14

This symbiotic relationship between power and legitimacy has been known
to scholars for centuries. Aristotle, John Locke, Jean-Jacques Rousseau and
Friedrich Hegel are all examples of classic scholars and philosophers who
have acknowledged this phenomenon15. Another example is Aurelius
Augustinus (354-430), an early Christian philosopher who introduced the
idea that only Christian governments were legitimate and that all others
were not. This was an idea, which in retrospect had profound and long-
lasting repercussions in terms of medieval European politics and the
Church’s status as holder of divine legitimacy, which has lasted for nearly
two millennia. Concretely, European princes legitimated their rule vis-à-vis
their subjects with the notion that a king was ruler by virtue of God, and
that he was only answerable to him for his actions as a monarch. This, of
course, gave the kings more or less indiscriminate power over their subjects
in the age of the feudal system.
                                          
14 Karlsson, Agneta, 1991
15 Sternberger, Dolf, 1972
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In more modern times, the German sociologist Max Weber (1864-1920)
has been influential in setting the tone for the modern view on the subject.
Since Max Weber has had an immense influence over the modern social
sciences, his thoughts on legitimacy will permeate our discussion and or
view on the matter in the following paragraphs.

Weber observed that there throughout history had existed (and, by all
means, still exist) hierarchic systems both in societies and organizations
and that these societies and organizations had been surprisingly stable over
time. This led Weber to conclude that the observed stability was due to the
subjects’ recognition of the systems legitimacy. In other words, those who
were led by the system acknowledged their leaders right to lead them and
the methods they employed in doing so. This legitimacy is, according to
Weber, based on a number of so-called legitimacy factors. Examples of
such factors could be tradition, affection, legality or value rationality
(ideality)16.

Seen in this context, legitimacy must be seen as a “mandate to rule”, which
is based on the legitimacy factors mentioned above. The legitimacy factors
also explain why power alone cannot be a source of legitimacy. Weber
used his recognition of legitimacy as the factor that stabilized societies and
organizations as a tool in his studies of the relationship between power and
order. He summed this up in the following passage:

“…for unless sheer fear or goal-rational motives are decisive, but rather
notions of legality are present, the willingness to comply with an order that
has been imposed on a person or a group, is based on the belief in the
legitimate authority of those who have imposed that very order.”17

Weber mentions fear in the quote above, which suggests to the reader that a
system can be maintained by the use of power (for example dictatorships).
According to Weber this is not so. He always regarded systems that lacked
legitimacy with its members as inherently unstable, and that they invariably
were doomed to dissolve over time. There are numerous examples in
history in which leaders have violated the borders set by the legitimacy

                                          
16 Karlsson, Agneta, 1991
17 Weber, Max, 1983
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factors of that society or organization, for instance traditions or legality-
matters, and who have subsequently had to suffer the consequences thereof
as their subjects have removed them from power.

The mention of “goal-rational motives” can be understood as, for instance,
coercive leadership. A coercive style of leadership means that the
leadership compensates its lack of legitimacy with rewards of both material
and immaterial character to key members within the system in order to
enforce its hold on power. This type of system would also, in Weber’s
mind, be unstable as it too lacks legitimacy.

Even though legitimacy gives authority, legitimacy cannot be seen as given
or as a constant, but as a “mandate to rule” as mention earlier. Leadership is
only seen as legitimate as long as it stays within the invisible boundaries
dictated by the legitimacy factors of the organization in question. Weber
referred to this concept as a “constitution” (Verfassung). Of course, he did
not mean a constitution in the formal sense, but rather the silent agreement
between all parties involved, often based on culture and tradition. This
constitution sets the limits for what actions the leadership can take that are
acceptable to the members of the organizations. If these limits are
exceeded, the leadership runs the risk of losing their legitimacy, and
indirectly their power, in the longer run. Mitchell, much influenced by the
thinking of Weber, stated, concerning the discretion of leadership, or
regime, as he called it:

“The failure of the rulers of a regime to establish or maintain the
legitimacy of the order, which they create, or which they are held
responsible for having created and maintained, renders that order more
unstable. The failure to maintain legitimacy heightens the probability of the
replacement of the rulers and their regime by another set of rulers and a
new regime.”18

In addition to the legitimacy factors, which set the limits for the behavior of
members, Weber19 recognized three fundamental bases of legitimacy that
help explain why certain groups or individuals are seen as legitimate. The
first was the Legal-Relational Legitimacy, which he regarded to be the one

                                          
18 Mitchell,  Duncan,1979
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most distinctive of modern society. This type of legitimacy is based on the
strict legal and organizational position within the system that a person
holds and the authority this position brings to the person. The second base
of legitimacy was Traditional Legitimacy. In this form, legitimacy is based
on the belief in, and the honoring of, traditions, which can be defined as
behavioral patterns established over a long period of time. Patriarchal
systems and issues like seniority and the right to societal/organizational
positions by lineage (inheritance) all fall into this category. Finally, the
third was Charismatic Legitimacy, which traced the perceived legitimacy of
a person back to purely personal traits that made him or her suitable for a
position, or at least made that person appear suitable to the members of that
society or organization.

Needless to say, the theories and thoughts of Weber have been expanded
upon and augmented by countless scholars ever since they were introduced.
An example is that an element of social competence has been added to the
Charismatic Legitimacy by researchers like Etzioni20, who spoke of
“Personal Leadership, and Hall21, who introduced “Human Relations
Skills” to the body of theory.

The need for legitimizing exists since there is no such thing as an absolute,
general truth, to which people must adhere. Instead, meaning must be
created in order to make sense of the world surrounding man. Thus,
ideology is the foundation for all legitimacy, which in turn is the
foundation of power22. A leader must therefore engage in the creation of
meaning of actions taken, in order to enjoy legitimacy in the eyes of the
members of his organization or society. However, this meaning must not be
too divergent from the already established values, in which case his
leadership will be questioned. The following observation from Karlsson
sums up the discussion quite neatly:

“…The need for legitimizing is therefore expected to have a motivating
effect on the actions of leaders and to curtail their ambitions for change.”23

                                          
20 Etzioni, Amitai, 1968
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22 Starbuck, W., 1982, Weber, M. 1973
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As we have shown, there are many factors that give various extent of
legitimacy. We have also suggested that legitimacy, in the eye of society
(or the organization), is a fleeting notion, which can be instantly revoked
should the individual enjoying legitimacy in the eyes of his peers step
outside that which is considered acceptable according to the
institutionalized beliefs of the day. In other words, the individual’s freedom
of expression and action is limited to those expressions and actions
sanctioned by the individual’s environment. If the individual fails to
comply with this, he loses legitimacy and thereby his influence in the
public discourse. This has consequences for our empirical study, since it
leads us to conclude that those persons who are published in the
publications examined enjoy legitimacy, and thereby reflect and influence
the institutional beliefs of society at the time of the articles’ publication.

3.3 Motives for Mergers

In order to understand the discourse concerning mergers and acquisitions,
we first need an understanding of the possible logic and reasoning behind
this type of transactions. This is of course not an easy task, since the
motives for mergers seem to draw from such a vast number of sources. As
a consequence, it is probably impossible, or at least very difficult, to
explain the phenomenon by using a single theoretical approach. Thus, a
plausible approach to try and make some sense out of the various reasons
for mergers could be to present to the reader the different theories as they
currently stand. These theories must then be kept in the back of one’s mind
when trying to interpret the discourse in the two cases selected for this
essay later on. Friedrich Trautwein24 offers such a summary of the various
theories and beliefs on the matter to us. Furthermore, he discusses the
plausibility and empirical support of the theories he presents.

In his study, Trautwein correctly notices that there is far less theorizing on
the subject of merger motives than there is on the consequences of mergers.
Trautwein nonetheless observes seven major theories dealing with merger
motives. In addition to this, there is a division of the various theories
according

                                          
24 Trautwein, Friedrich, 1990
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to their origins. The figure below25 shows the structure of the following
passages.

Apart from this graphical exposé, a further explanation of the theories is
due as a complement to this brief overview. Here follows a run-down of the
theories on merger motives as presented by Trautwein from top to bottom:

3.3.1 The Efficiency Theory

This theory is based on the argument that larger business-units (i.e.
companies), in this case created through mergers or acquisitions, yield
benefits to the organization, which could not be attained before the merger.
There are basically three points to consider here:

Financial Synergies – As the organization grows, it is thought that this will
reduce the cost of capital for the same organization. The reasons for this is

                                          
25 ibid.
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that, in classic economical thinking, sheer size reduces risk. Another reason
is that mergers that make the corporations portfolio more diverse reduce the
systematic risk of the portfolio, since it should provide an increased buffer
against fluctuations in the various businesses, at least if their markets are
relatively weakly correlated. A third reason is the possibility of large
corporations to form their own, internal capital markets. A market which
would then possess superior information and therefore manage capital more
efficiently.

Operational Synergies – This is a type of logic frequently employed in
merger debates, at least in the context of producing companies. The first
thing that springs to mind is the combination of the merging organizations’
production factors, most often staff, a great deal of which become
redundant as a new level economy of scale is attained. Another point is that
of knowledge transfer between the two parties, which can give birth to new
ideas or whole areas of activity.

Managerial Synergies – This argument rests on the event of the acquiring
management possessing superior planning- and management skills, which
could make the two merging entities amount to more than the sums of their
respective input.

As in all of academic life, there is no shortage of criticism of the Efficiency
Theory, or rather the parts, which constitute it. To find an argument against
the financial synergy discussion, one need only look to economic theory,
which states that an absence of information asymmetries characterize a
perfect market. Using this argument, the idea of the advantages of an
internal capital market crumbles. Most would agree, however, that the
capital markets of today do not hold perfect information about all aspects
of their dealings, even though they probably are the closest to perfect
markets that can presently be found. Research by researchers like Rumelt26,
and Montgomery and Singh27 has also dealt the notion of reduced
systematic risk by diversification some serious blows, as they did not find
any evidence of reduction of the portfolio risk. Kitching28 and Porter29 have
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done their part in hurting the concepts of Operational- and Managerial
Synergies, by dismissing these as evasive concepts that seldom or never
actually are realized.

Trautwein finds the Efficiency Theory to be rather weak in terms of the
theory’s poor empirical support. Even though he recognizes that the factors
presented in the theory have a real impact on the performance of companies
on the stock-market, at least in the short run, he also notes that it does not
have an impact where it really counts, namely on the company’s “bottom
line”. Thus, if one holds financial statements as more reliable than stock-
quotes, then the Efficiency Theory must be rejected. Inversely, if one
maintains that financial markets are superior in valuation, then the question
must be raised what information accounts for the disparity between the
relatively weak economic performance of the companies in question in
comparison to the stock quotes, and, more importantly, where this
information comes from.

3.3.2 The Monopoly Theory

Classic industry theory forms the basis for this theory. The basic idea is
that some mergers can be explained by a desire to attain a monopolistic
position in an industry or on a market. This should of course bring with it
price-leadership as well as the possibility of limiting competition and
blocking entry by new competitors by means of deterrence. A model that is
useful in explaining the logic behind this theory, is Porters “Elements of
Industry Structure”30 (suggestion for complementary reading). The
Monopoly theory is, of course, primarily focused on horizontal mergers. In
his assessment of the theory’s plausibility, Trautwein states that this theory
is even weaker than the Efficiency Theory. He also points out that he is not
surprised that little evidence is found to support that monopolistic reasons
lie behind merger decisions, as they can easily be disguised by stating other
reasons, for instance from the Efficiency Theory.

                                          
30 Porter, Michael E., 1985
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3.3.3 The Raider Theory

Another theory identified by Trautwein is the so-called Raider Theory. In
short, it revolves around the idea that the bidder in an acquisition situation
causes a wealth-transfer from the shareholders of the object of acquisition.
However, the theory has found no, or very weak support in empirical
studies. The main reason for this is of course that the whole concept is
absurd when examined closer. After having paid a sizeable premium in
order to acquire a position as major stockholder, which is the case more
often than not, the company is then to transfer means from the acquired
company to the acquiring, according to the Raider Theory. This is
obviously absurd as the damage this does to the share value of the acquired
company hits the acquirer, which is the major shareholder,
disproportionately. Evidence to corroborate this theory is scarce. A study
by Holderness and Sheehan31 on so-called raider deals showed that the
acquiring side came out as financial losers in all of the 69 cases studied.
Because of this and because of its limited bearing on our case, this theory
will not be discussed further here.

3.3.4 The Valuation Theory

This theory once again proposes to the reader that capital markets do not
possess perfect information about objects they put a value on through share
prices. What this approach suggests is that it is impossible for a market to
pinpoint an exact value on a company, as this value is individual to
different potential buyers. This difference in valuation by the respective
companies is based upon their own knowledge of, or belief in, potential
synergy effects that a merger between their own specific organization and
that of the target’s would create. This is thus a case of information
asymmetry squared. Using this viewpoint when setting a value on a
company, there would be almost as many valuations as there are potential
buyers. Needless to say, this is at odds with the established belief in the
effective capital market.

What is interesting about this theory is that it really is the only that truly
deals with the difficulties of valuation. This is because it not only
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recognizes the difficulties of the market, but also those of the buyers
themselves. By doing this, the theory wrestles with the ambiguity that
information invariably presents to the analyst. Shackle32 stated that a bidder
is uncertain concerning the accuracy of his bid, and that he needs the
market to confirm its correctness. The market on the other hand, is unable
to assess the bid from his point of view, as they do not possess all the
private information that he holds. Seen in this context it becomes obvious
that the correct valuation of companies is a highly contestable issue.
Trautwein concurs that this theory is interesting, as the concept of private
information, which forms the base of the theory, offers a bridge between
the belief in the efficient capital market and its obvious inability to offer
clear valuation in many cases.

3.3.5 The Empire-building Theory

The Empire-building theory has its origins in the studies of the separation
of ownership and control in corporations, that can be traced back to the
1930´s, when Berle and Means33 conducted some of the first research on
the subject. The theory introduces the thought that while management and
ownership in most cases are two separate functions in today’s economy,
there is a distinct possibility that management may act according to
interests other than those of their shareholders. This view finds its
advocates in researchers like Marris34, Williamson35 and Mueller36. The
implications of this view is that managers follow an own agenda that they
try to implement, while at the same time making sure that they satisfy the
demands of the capital market and their owners. This has bearing on
mergers and acquisitions in the sense that management may bring deals to
bear that are not the best choice, or entirely in the interest of the company’s
owners, but that serve some purpose that satisfies the agenda of the
management group. Other motives like the prestige of for instance the
CEO’s can play a role in these transactions. Rhoades37, who compared the
merger wave around the beginning of the 20th century with the second
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major wave in the 1960’s, found that power motives had replaced the profit
motive as a driving force during this period. This is one of the most
promising theories according to Trautwein, as he suspects that this is the
true reason behind many deals that officially are explained using other
motives. He makes a reservation on account of the somewhat scant research
in this field up until now.

3.3.6 The Process Theory

While decision-makers lack all the information they need in order to make
a correct assessment of a situation, and while they lack the capacity to
compute all data even if they had all the information, the so-called Process
Theory has cropped up as a possible explanation. Theorists like Allison38

and Cyert and March39 maintain that organizations are made up of groups
of people with limited cognitive abilities (no matter how intelligent or
analytical they are). As their cognitive abilities have their boundaries, they
are destined to act with only limited rationality. In these situations where
ambiguity is great, people tend to employ a form of cognitive shortcuts,
which save some time and effort from actually re-thinking the problem
from scratch. Tradition and routine are good examples of such cognitive
shortcuts. By reverting to the use of traditions or routines, organizations
copy behavior of the past and apply it to the present situation, which saves
much effort in analyzing. In many cases this type of behavior yields an at
least adequate result, and the tradition is reinforced. When the tradition
ceases to offer a satisfactory solution, a new way of solving the problem
must be worked out.

Power struggle is another issue, which plays a bigger role in merger
decisions than most corporations would admit. Allison40 and Pettigrew41

both recognized that strategic formulations often were a compromise,
which was the result of power struggles and politicking between groups
and factions within the organization.
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Trautwein goes on to comment that there is little actual evidence to support
the Process Theory in the context of mergers. However, the scant evidence
that exists is almost exclusively favorable. Still it is too little to allow any
broad predictions or generalizations. The scarcity of evidence is also very
likely, as Trautwein mentions, due to the unwillingness of managers to
admit to such methods. It is not even certain that they are aware of the
relative irrationality of their decision-making, and that they consciously or
unwittingly try to rationalize their decisions by using more accepted, or
legitimate, arguments.

As a final note, and as a word of criticism, we feel that the Process Theory
as presented by Trautwein is not as much a conscious motive for mergers
as it is an explanation of decision-making.

3.3.7 The Disturbance Theory

The Disturbance Theory is the last of the seven major theories (which
really are aggregates of a number of theories touching the same subjects)
on merger motives. The only real advocate of this theory is Michael Gort42,
who published his findings in 1969. In his article, he claims that merger
waves are a result of economic upheaval, since, as he argues, economic
disturbances give rise to the general level of uncertainty, which in turn
disturbs the delicate balance of individual expectations. Once the balance
of individual expectations has been upset, the valuation of assets has
changed, which in its turn sets of a wave of mergers until balance is
attained once more.

However, this theory has a number of flaws, which has forced it into
academic oblivion. The most obvious is that if we study history using a
macro-economical perspective, we observe that the correlation between
economic disturbances and waves of mergers is weak, if not to go as far as
saying non-existent. For example, there was no boom in merger activities
following the crash on the New York Stock Exchange on that fateful day in
1929. Nor, did the merger wave of the 1960’s reach new heights as the Oil
Crisis hit the world economy in the early 1970’s. Actually, quite the
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opposite happened with the Oil Crisis putting an effective end to the
merger frenzy that had characterized the previous decade.

3.4 The Network Society43

In today’s world expressions like network society or new economy are
heard rather frequently, but few can actually define them. Even fewer have
tried to compile an all-embracing theory explaining them. Instead of
browsing the whole field of fragmented network/new economy literature,
plus the risk of missing relevant contributors, we choose to concentrate on
one scholar who has not only tried to give a complete view, but also
received a lot of attention for it. This scholar is the Spanish sociologist
Manuel Castells, who has written a trilogy “The Information Age:
Economy, Society and Culture”, which is a documentation of the
development in the world in latter years. Nevertheless, it has also received
a fair amount of criticism.44

The trilogy consists of over a thousand pages, many of them filled with
empirical data and statistics. The theoretical view is not only updated but
also more apparent in his article published in the British Journal of
Sociology in  January of 2000. Thus, we base this passage mainly on that
article.

3.4.1 Castells…

3.4.1.1 Definitions

What is the network society? To be able to grasp Castells’ terminology, let
us first take a look at some of his definitions. According to Castells the
network society is:

“…a specific form of social structure tentatively identified by empirical
research as being characteristic of the Information Age.45”
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Social structure:

“…the organizational arrangements of humans in relationships of
production/consumption, experience, and power, as expressed in
meaningful interaction framed by culture.”46

Some of these concepts need to be clarified. Production and consumption
do not need further explanation. Experience is the action of humans on
themselves, determined by the interplay between their biological and
cultural identities, and in relationships to their social and natural
fulfillment. Power is the action of humans to impose their will on other
humans by the, potential or actual, use of symbolic or physical violence.
Castells mentions meaningful and by meaning he understands the symbolic
identification by an actor of the purpose of her/his/their action. The
consolidation of shared meaning creates cultures: systems of values and
beliefs informing codes of behavior.

In addition to these factors there is another one folded in
production/consumption, experience, power and culture. This is
technology. Because technology is as decisive in the realm of production as
in the realm of power, technology must be integrated as a layer of the social
structure. As a definition Castells suggests “…the technological
arrangements through which humans act upon matter (nature), upon
themselves and upon other humans”, where technological arrangements are
the set of tools, rules and procedures, through which scientific knowledge
is applied to a given task in a reproducible manner.

The Information Age:

“…a historical period in which human societies perform their activities in
a technological paradigm constituted around microelectronics-based
information/communication technologies, and genetic engineering. It
replaces/subsumes the technological paradigm of the Industrial Age,
organized primarily around the production and distribution of energy.”
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A technological paradigm is “…a cluster of inter-related technical,
organizational and managerial innovations, whose advantages are to be
found in their superior productivity and efficiency in accomplishing an
assigned goal, as a result of synergy between its components.”

3.4.1.2 What is it?

During the last two decades of the twentieth century social transformations
have taken place around the world. Even though cultures, institutions and
historical heritage create a diversity in the actual manifestations of each one
of these transformations, in total, the majority of societies are affected in
one fundamental way. All together they constitute a new type of social
structure, the network society, which can be characterized by following key
features:

- New technological paradigm
- New economy
- Work and employment
- Cultural realm
- Politics
- Time and space
- The state

- New technological paradigm
This new paradigm is centered around micro-electronics-based
information/communication technologies and genetic engineering. It is the
technologies that play the critical role, not information and knowledge in
itself. Knowledge and information were central in all societies, therefore
the term Information Society should not be used.

Characteristic of this paradigm is:
•  Internet becomes a universal tool of interactive communication
•  a shift from computer-centered to network-diffused technologies
•  progress in nano-technology
•  as a consequence of the biological revolution, it becomes possible to

design and manipulate living organisms, including human parts
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•  use of knowledge-based information technologies to enhance and
accelerate the production of knowledge and information in a self-
expanding circle

- New economy
The new economy is characterized by three fundamental features:
a) It is informational. The capacity of generating knowledge and

processing/managing information determine the productivity and
competitiveness of all economic units; firms, regions, countries. The
investments during the last two decades in IT are now bearing fruit; a
substantial productivity growth in the most advanced economies and
sectors without inflation. Future growth is dependant on further
increases in knowledge-generating capacity.

b) It is global. The core activities; financial markets, science and
technology, international trade of goods and services, advanced
business services, multinational production firms and their ancillary
networks, communication media and highly skilled specialty labor;
have the capacity to work as a unit on a planetary scale, in real time.
This globalization links everything up that has value anywhere on the
planet and discards anything without value; possibly people, firms,
territories, resources.

c) It is networked. There is a new form of economic organization, the
network enterprise. Large corporations are organized as de-centralized
networks. Businesses, or parts of businesses, are connected in
networks. These networks engage in specific business projects and
switch to another network when the project is completed. Strategies of
changing alliances and partnerships specific to a given product,
process, time or space emerge. The sharing of information is becoming
an increasingly important ingredient in these networks. The dominant
layer woven into the networks is the global financial market, in itself a
network of markets shaped by various information turbulences, where
all earnings from all activities and countries end up being traded.

- Work and employment
There is a substantial transformation of these two factors in the new
economy. However, against the myth, empirical evidence shows that there
is no mass unemployment as a consequence of the new technologies.
Induced by globalization and the networks and facilitated by
information/communication technologies, the most important issue is
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flexibility in working arrangements. Part-time work, temporary work, self-
employment, work by contract, informal or semi-formal labor
arrangements and occupational mobility are features of the new labor
market. The key transformation is the individualization of labor, which
thereby reverses the process of socialization of production characteristic of
the industrial era. Labor itself is divided into two categories, self-
programmable and generic labor. Basically, the self-programming part is
highly educated and has an ability to retrain itself and adapt to new tasks,
new processes and new sources of information. The generic part is
exchangeable and disposable. Because of this structural divide in terms of
informational capacities and individualization of the reward system, an
absence of a determined public structural policy has in the last two decades
led to an increase in inequality, social polarization and social exclusion in
the world at large, as well as within countries, particularly advanced ones.

- The cultural realm
In the cultural realm there is an evolving pattern of networking, flexibility
and brief symbolic communication. Cultures are primarily organized
around an integrated system of electronic media, a sort of electronic
hypertext. This new media system is characterized by an extraordinary
diversity. While there is a concentration of multimedia groups, there are at
the same time evident market segmentation and the rise of an interactive
audience, leaving the uniformity of the mass audience behind. Due to the
flexibility and inclusiveness of this system, most cultural expressions are
enclosed in it and thereby creating a culture of ‘real virtuality.’

- Politics
Today’s politics revolve around the media. People receive the information
they use to form their political opinion through the media. Thus, politicians
need to convey very simple messages, the simplest of them all being an
image. The simplest individualized image is a person. Hence, there is a
personalization of politics. The most effective weapons are negative
messages, especially character assassinations of opponent’s personalities.
The goal of political marketing, an essential mean to win political
competition, is to seek maximum exposure in the media. That is expensive,
too expensive for tax-based funding. Thus, politics seeks support from
other directions, making corruption a systemic feature of information age
politics. This corruption facilitates the mentioned character assassination,
which enables the politics of scandal taking a central position, in close
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interaction with the media system and the co-operation of judges and
prosecutors, which Castells eloquently calls “…the new stars of our
political soap operas.”47 Politics becomes “…a tragicomedy motivated by
greed, backstage maneuvers, betrayals and, often, sex and violence.”48

- Time and space
Parallel to existing forms of space and time, Castells sees two new forms
emerging: timeless time and the space of flows. Timeless time refers to the
effort of contracting time by using new information/communication
technologies. Time is compressed to split second transactions, for example
in global financial markets, on the one hand, but on the other, time is
blurred. Past, present and future occurs in a random sequence, as in the
electronic hypertext or in life-cycle patterns in work and parenting. The
space of flows expression suggests a technological and organizational
possibility of organizing the simultaneity of social practices without
geographical contiguity. To make things plain, this means that dominant
functions in society, like financial markets, transnational production
networks, media systems et cetera, are organized around the space of flows.
Although some flows include a geographical dimension, like flows of
goods requiring a technological infrastructure, meaning and function of
these flows depend on flows processed within the networks. This is a stark
contrast to the until recently dominant space of places, where meaning,
function and locality are closely interrelated.

- The state
Throughout history, the state has been the central power-holding
institution, but that is rapidly changing. Its sovereignty is questioned by
global flows of wealth, communication and information and its legitimacy
is undermined by the politics of scandal and its dependence on media. This
process causes people to create their own systems of defense and
representation around their identities, which in turn reinforces the process.
The state does not, however, disappear. It merely transforms itself by
building partnerships with other states, sharing sovereignty to maintain
influence. There is also a trend of power shifting from nation states towards
multinational and transnational institutions like NATO, IMF, the World
Bank, the UN agencies, the WTO, regional trade associations and so on.

                                          
47 Castells, Manuel, 2000
48 Ibid
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Again, the state adapts in an attempt to retain legitimacy by de-centralizing
responsibilities, often to non-governmental organizations. Overall, the new
state is no longer a nation state. By now it is perhaps not surprising that
Castells sees the state as a network state, made out of a vast web of power-
sharing and decision-making between international, multinational, national,
regional, local and non-governmental political institutions.

3.4.1.3 Why Now?

The phenomenon of the new structural transformations in society stem
from the widespread introduction of information networks as the
predominant organizational form. This came as a result of the simultaneous
availability of new information technologies and a set of historical events,
starting in the late 1960s:
•  A restructuring of capitalism with emphasis on deregulation and

liberalization.
•  Statism unable to adapt itself to informationalism.
•  An influence from libertarian ideology arising from the countercultural

social movements.
•  Development of a new media system, enclosing cultural expressions in

an interactive hypertext.

All processes interacted with each other, creating the prerequisite for
information networks as the most efficient form of organization.

3.4.1.4 The Anatomy of the Network

A network is a set of interconnected nodes. A node is a connection point in
the network. Traditional advantages of networks, compared to for example
hierarchies, are their flexibility, adaptability and ability to evolve with the
surrounding environment. Drawbacks are difficulties in co-ordinating
functions, focusing resources on specific goals and managing complex
tasks beyond a certain size of the network. Overall, after being
outperformed for a long period of time, these old forms of social
organization have been revitalized in the information age by the new
information/communication technologies. These technologies allow co-
ordination and management of complexity, mainly due to their interactive
nature.
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Networks, which by definition have no center and therefore de-center
performance, also share decision-making. Everything in a network is useful
and necessary for its existence. What is not included does not exist from its
point of view. When or if a node stops serving its purpose, it is phased out
and the network rearranges itself, just as cells in biological processes. Some
nodes are more important than others, but not systematically and they all
need each other within the network. Nodes become more important by
absorbing more information and processing it more efficiently. Hence, the
relevance depends on their ability to be trusted by the network with an
extra-share of information. These nodes are called switchers.

As social forms, networks are neutral. They process the goals they are
programmed to perform and leave out all goals contradictory to the
programmed ones. In this sense, a network is a robot. It is programmed by
social actors, creating a social struggle of assigning goals to the network.
Once it is programmed, actors will have to make their strategies within the
rules of the network.

To change the goal of the network, not just perfecting the program within
the same goal, actors must destroy it by either challenging it from the
outside by building an alternative network around alternative goals or by
building a defensive, non-network structure barring connections outside its
goals.

Communication between networks is possible if their goals are compatible,
but they need actors who possess compatible access codes to operate the
switchers. These actors are the power-holders in our society. Examples of
this from the real world are connections between media and politics,
financial markets and technology, science and the military, and drug traffic
and global finance, through money laundering.

3.4.1.5 How?

We have established that a social structure is transformed in relationships
of production, consumption, power and experience, which ultimately leads
to a transformation of culture. In these transformations information
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networks play a substantial role. Let us see how, step by step through the
five factors:

- Production
Eventually, Castells sees a change in the mode of production, from today’s
capitalism to something else. Since the future is unknown we have to
confine ourselves with a view of the networks’ effect on the existing mode
of production. Information networks change the two terms of the
relationship of production, capital and labor, as well as their internal
relationship. Capital is transformed by making the circulation of it in global
networks the dominant sphere of capital, a sphere where value increases, or
decreases, and is ultimately realized. The main information network
transforming capital is the global financial market, which represents a sort
of collective ‘capitalist’. This body is independent from, but not indifferent
to, any individual capitalist, but obeys only partly market rules. As an
analogy to the discussion in 3.4.1.4, capital has in the information age
become a robot, imposing its structure to relationships of production.
Global financial markets are automated networks run by a combination of
market logic, information turbulences and actors’ strategies.

We noticed previously that the network enterprise was the dominant form
of organization, and thus production. This network enterprise is globally
integrated and so is therefore the work process. But labor is local. Since
value in the production process essentially depends on the position
occupied by each individual labor unit in the value chain, the relationship
between capital and labor becomes individualized. This individualization
makes the first rift within labor visible, it is divided into networked labor
and switched-off labor, the latter ultimately ending as non-labor. The
individual bargaining position is determined by the informational capacity
to contribute to the value chain. This opens a possibility for strategic
positioning in the network, which makes the second rift,  between self-
programming and generic labor, visible. As a further consequence of the
individualization, self-programming labor’s individual interest is best
served by enhancing its role in performing the goals of the network. The
structure of this game seems to be that competition between labor and co-
operation between capital is established. As for  generic labor, its fate
becomes a strategy of survival, not being degraded to the unemployed
sector.
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Finally, an important consequence is that class relationships become
blurred. This blur does not mean that exploitation, social differentiation and
social resistance will disappear, actually it is rather the opposite, but the
production-based social classes as they originated in the Industrial Age
cease to exist.

-Consumption
The individualization of labor leads to increasing differentiation and
inequality in consumption. Furthermore, it leads to social polarization and
exclusion as a consequence of the opposition between self-programming
and generic labor. In the consumption sphere, the winner-takes-all system
is the expression of value creation by or in the networks.

The individualization and its accompanying fragmentation of culture leads
to an increasing diversity of consumption patterns. Increasing, because self-
programmable labor constantly redefine their life styles and thereby their
consumption patterns.

-Power
The relationships of power are perhaps most of all relationships subjects of
change. As described above, networks dissolve centers and disorganize
hierarchy, making exercise of hierarchical power almost impossible. Not
only the state is exposed to this evolution, but practically every hierarchical
organization embodying power. For example, churches today have to enter
the new media world to be able to spread their message and survive. Even
if they succeed and prosper in the short run, their authority will constantly
be questioned by their mere co-existence with profanity in the hypertext.
The alternative is to turn away from the networks and fall into
fundamentalism and thereby building defensive, non-network structures, as
described in 3.4.1.4.

The hierarchic organizations, with the state as leader of the development,
react by transforming themselves, or at least parts of them, into networks.
This was clearly seen during the war against Yugoslavia when NATO was
reinforced by its state members, but the members themselves were
weakened in their autonomy of decision making.

In conclusion, the still existing power relationships in society are bypassed
by flows of information circulating in networks. Castells sees this as the
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creation of a new fundamental hierarchy: “the power of flows take
precedence over the flows of power.”

- Experience
The experience factor is perhaps the most subtle one. While Castells does
not believe that we have to see networks everywhere for their own sake, he
stills elaborates experimentally on the connection between them and
changes in relations of experience.

The main change is the crisis of patriarchalism. Due to the cultural
revolution of women, men’s resistance to reverse their privileges,
feminization of labor markets, the self-centering of culture, the
individualization of life patterns and the weakening of the state’s authority
to enforce patriarchalism, the crisis has far-reaching consequences for
family, sexuality and personality.

His main point regarding what information networks have to do with this is
that they enable, or even facilitate, the diffusion of alternative life styles
and role models. Thus, new social relationships emerge in the wake of
patriarchalism, creating new possibilities. Put harshly, the network replaces
the family as norm.

- Culture. As we saw in 3.4.1.2, time is being destroyed and space is
becoming
a space of flows, making culture a culture of ‘real virtuality’. Forming an
interactive network in the electronic hypertext, mixing everything but
voiding anything out of the concept, like values external to the hypertext,
culture is unified in the hypertext but interpreted individually. Culture
becomes self-produced and self-consumed. Due to the few common codes
in the hypertext, misunderstanding is systematic. Although the hypertext
being the vehicle of communication and the provider of the few shared
cultural codes, the codes are voided of specific meaning. The
communicative power comes from the multi-possibility of rearranging
them depending on the actor. Any meaning becomes immediately
reprocessed by a vast number of different views. This fragmentation leads
to the individualization of cultural meaning.
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The networking of production, the differentiation of consumption, the de-
centering of power and the individualization of experience are reflected in
the fragmentation of culture, where “…the only shared meaning is the
meaning of sharing the network.”49

3.4.1.6 Concluding remarks

The flexibility of information networks, their built-in ability to bypass,
ignore, or eliminate instructions not complying to their goals, makes social
change in the network society difficult. Evidently, nothing must be changed
since any new information just adds up to the existing one, on the
assumption that it accepts the goal of the network. Therefore, Castells sees
little chance of social change within a network. Nevertheless, two
mechanisms appear.

The first is praising a logic, for instance of hierarchy, that the network can
not process. This centering around values external to the network is what
the concept of communes are about, raising walls as defense, exemplified
in religious, national, territorial and ethnic organizations.

The second is alternative networks, which are built around alternative
goals. These networks compete to gain advantages and bridge gaps to other
networks, opposing the codes of the dominant one. Ecologism, feminism
and human rights movements exemplifies alternative networks.

The underlying dilemma in the network society consists of political
institutions not being the centers of power any more. The power instead lies
in flows and codes, wrapped in networks. A successful attempt of
conquering these immaterial power domains must be grounded in either
finding eternal values (communes) or expandable communicative codes
(alternative networks).

                                          
49 Castells, Manuel, 2000
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3.4.2 …and his Critics50

Castells’ work has been compared to those of Marx and Weber, but his
critics disapprove the comparison, at times strongly. While the latter two
based their philosophy on analysis rather than empiric, Castells’ philosophy
seems to be constituted of empiric. The amount of data presented in his
works is just that, a large amount of data. The historic connection, or rather
lack of, is poignant for Castells. His critics assert that an understanding of
history is necessary to be able to understand where we are today and why.

The assertion that our time is characterized by flexible networks replacing
rigid hierarchies meets resistance. The critics maintain that networks
always were a part of society and give the Catholic church, royal families
and historic trade associations like the Hanseatic league or as examples.
These networks’ main purpose was to process information, and their
relative success was dependent on how well they could do it. The main
point is that if networks always were a part of society, then what is so new
about the emerging social structures? Then it is not a fundamental
difference, as Castells claims it is, but merely an evolution or extrapolation
of historic phenomena.

Another point of criticism regards the production system. Castells seems to
disregard too much from the fact that physical objects, like goods and
products, can not be transported through copper wires. Hence, the timeless
time is not so timeless and the space of flows have to co-exist with the
space of places.

According to the critics, it is unreasonable to believe that the new
information/communication technologies are the sole cause, or medium, for
the new economy. These technologies, together with deregulation and an
increased trade with goods and services have created an increasingly
competitive environment, forcing businesses to try new strategies, where
networking is just one. This demonstrates how difficult it is for the
advocates of a new economy to clearly show how the new economy differ
from the old. Castells is not an economist, but a sociologist and seemingly
does not have any ambitions to explain the economic consequences of the

                                          
50 based on http://www.svd.se/dynamiskt/Kultur/did_683006.as and
http://www.svd.se/dynamiskt/Kultur/did_649200.as
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network society. This makes his reasoning of an information economy
somewhat blurred.

3.4.3 Our Standpoint

We do believe that there might be flaws in Castells’ line of argument. It is
also questionable how well his, supposedly global, results correspond with
the specific situation in Sweden. Nevertheless, considering the position and
respect his work has received so far, and, we are sorry to say, in lack of
alternatives, we think that it at the moment is among the best material
available for exploring features of a possible network society. Hence, we
use Castells as a guide, but we want to stress that we do not set out to
provide evidence for his work or that we hold his work as the absolute
truth.
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4. OUR DATA

Under this heading the results of our empirical study are presented to the
reader, results that form the material for analysis and interpretation in the
next chapter.

In order to make the data more presentable and to facilitate the reader’s
comprehension of the material, we divide the information into two sets, the
empirical data found for the Volvo-Renault would-be-merger and that of
the Ford merger with Volvo. Let us begin with the ill-fated 1993 plans.

4.1 Volvo-Renault

4.1.1 Selection of Articles

In our database search, the initial number of hits for Svenska Dagbladet
(henceforth referred to as SvD) was 244 articles, for Dagens Nyheter (DN)
187, Veckans Affärer (VA) 127 and Affärsvärlden (AV) 102. Upon first
inspection, in the first selection process, a substantial number of articles
were found to primarily discuss topics other than that of interest to us,
reducing the number of qualifiers for the second selection process. Here,
there were 57 articles from SvD, 36 (DN), 12 (VA) and 18 (AV). Out of
these, 47 (SvD), 27 (DN), 9 (VA) and 13 (AV) passed through to constitute
the body of articles examined for arguments and statements concerning the
Volvo-Renault merger in our study. This selection-process is summarized
in the box below for ease of reading.

Initial Search Results 1st Selection 2nd Selection
Svenska Dagbladet 244 57 47
Dagens Nyheter 187 36 27
Veckans Affärer 127 12 9
Affärsvärlden 102 18 13
Total 660 123 96

 Box 1, The Selection Process of Articles for the Study of Volvo-Renault
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4.1.2 Examination of Articles Selected

After the selection of articles had been conducted, work on the
interpretation of the articles could begin. According to the method we have
presented, all articles were carefully read and analyzed for arguments,
which were then attributed to the suitable categories as explained under the
section on method. The findings for Volvo-Renault are presented in the box
below. The numbers in the fields of the box are the number of times the
respective argument was used in the articles studied, spread according to
what source iterated them. In total, there were 150 statements categorized
in our examination of the Volvo-Renault articles.

CEO Top
Mgmt.

Owners Poli-
ticians

Journa-
lists

External
Sources

Financial
Analysts

Eff.T. 4 5 11 2 25 14
Mon. T. 1
Raider T. 1
Val. T. 1 8 11 5
Emp. T. 8 3
Dist. T.
Natl.
Inter.

2 2 8 6 25 7

Culture 1 1 1 3
                                                                    Box 2, The Findings of the Volvo-Renault Articles

Explanations:
Eff. T. = Efficiency Theory
Mon. T. = Monopoly Theory
Raider T. = Raider Theory
Val. T. = Valuation Theory
Emp. T. = Empire-building Theory
Dist. T. = Disturbance Theory
Natl. inter. = National Interests
Culture = Cultural Aspects

Noteworthy is the fact that there during this period seems to have existed a
concentration of the categories Efficiency Theory, with 39% of all
arguments. Typical examples of how these arguments were conveyed are:

Note: the Process-Theory has been excluded from this box

(as well as the corresponding box for Volvo-Ford), as it has

proven impossible to find any evidence of it in the articles.

Also see criticism of the theory in the closing sentences of

section 3.3.6.
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“…-Vi måste få en produktivitetsökning som är större än den volymökning
vi kan räkna med. En personalminskning på 4 procent är den
storleksordning vi står inför. Samgåendet bedöms under återstoden av 90-
talet att ge sammanlagda besparingar på cirka 40 miljarder kronor.”51

and:

“RVA Personvagnar, som står för drygt tre fjärdedelar av
koncernomsättningen, får sin tyngdpunkt i Sydeuropa med över  hälften av
försäljningen där. RVA Lastvagnar får en klar bättre geografisk spridning
med hälften av hela försäljningen i Europa  (ca 20 procent i Frankrike) och
närmare 35 procent i Nordamerika. RVA innehåller trots allt en bredd som
matchas av få europeiska fordonstillverkare. Volvo tillför ett
prestigebilssegment som bara Volkswagen har i Audi. Volvo är därtill
betydligt större än Audi i USA. För Volvo Personvagnar innebär fusionen
rimligen att risken minskar även om en del försvinner i Renaults stora
beroende av sin hemmamarknad.”52

and:

“Enligt prospektet finns 85-90 procent av besparingspotentialen inom
produktutveckling, inköp och tillverkning av komponenter. Det här är
självfallet en smärtsam process med avveckling av dubbla funktioner och
överkapacitet inom olika områden”53

National interests, with 32%, are also frequently recurrent. Examples:

“…-Sif- och Metallfacken på Volvo har sagt ja till fusionen, men i senaste
numret av Sifs interntidning på Volvo varnar Sifs bilindustriexpert Lennart
Nyström för affären och menar att även om den är bäst för företagens
ägare inte nödvändigtvis är bra ur svensk industriell synvinkel.”54

and:

                                          
51 Renaults CEO Louis Schweitzer in DN, 1993-09-07
52 Affärsvärlden, 1993-10-27
53 Ibid
54 DN, 1993-10-22
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“Fransmännen stärker makten både i Volvo och den nya koncernen, i alla
fall på papperet. Det är kanske den tydligaste effekten av Renault-
Volvofusionen. Renault kvartstår nämligen som Volvo AB:s röstmässigt
största aktieägare. Franska staten får dessutom 51 procent i det med Volvo
gemensamt ägda kontrollbolaget R.V.C. De får också ett flertal möjlighet
att stoppa alla eventuella övertagningsförsök (även om Volvo AB skulle bli
uppköpt). Och de får, som kronan på verket, en sammanlagd ägarandel i
den nya fordonskoncernen på 65 procent. Bingo rakt igenom.”55

 The Valuation Theory with 16% is also mentioned quite often, although
not nearly as much as the Efficiency Theory and National interests:

“Avgörande är vad RVA kan generera i vinster och utdelning. Volvo har
investerat 23 miljarder kronor i RVA. Med ett krav på 3-4 procent i
direktavkastning betyder det 700-900 miljoner kronor i utdelning. Räknat
på 30 procent i utdelningsandel måste RVA tjäna 6,5-8-5 miljarder kronor.
Dit bör man nå 1995. Men vad blir Volvos utdelningskapacitet till dess?”56

and:

“För värderingen av Volvos innehav blir det här ask-i-askägandet
sannolikt en katastrof. Ägandet via RVC riskerar att få en ännu större
rabatt än de "normala" 20 procenten. Men vad handlar det om i pengar?
Ungefär 3-4 miljarder kronor, 40-50 kronor per aktie, jämfört med att
behålla nuvarande allians. Dessutom kommer värdet på Volvoägarens
fordonsaktier att dramatiskt förskjutas mot Renaults
hemmamarknadsberoende personbilar, ungefär 60 procent
motuppskattningsvis 30 procent med dagens allians. Så vad blir då värdet
på Volvoaktien? Betydligt lägre än idag, kanske så lågt som 300 kronor.
Det låter naturligtvis som ett skämt med tanke på att kursen idag ligger
kring 440 kronor, men dagens Volvokurs är också mycket hög i ett
historiskt perspektiv.”57

Journalists seem, quite naturally, to be heavily represented among those
represented in the press, making 46% of all comments. Conversely, the

                                          
55 SvD, 1993-09-07
56 Affärsvärlden, 1993-10-13
57 SvD, 1993-09-12
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Disturbance theory has failed to chart a hit, while the Financial Analysts
remained conspicuously silent in the articles examined for this period (zero
statements).

4.2 Volvo-Ford

4.2.1 Selection of Articles

Using the same methods as in the Volvo-Renault case, we scored 196 hits
at SvD, 156 at DN, 59 at VA and 71 at AV in our initial search. At this
point it seemed as if though we would get roughly the same number of
articles towards the end of our selection processes. However, already after
the first selection process, the number of articles had dropped drastically,
since the majority of the articles covered other topics. After this first
selection, we found ourselves with only 19 articles from SVD, 16 from DN,
9 from VA and 15 from AV. This already low number was further reduced
in the second selection process, yielding a final 11 articles from SvD, 14
from DN, a mere 4 from VA and an even weaker 3 from AV. It was quite
surprising to see how very little had been written about the Volvo-Ford
deal in these four big publications, especially when compared to the vast
pool of articles on the Volvo-Renault merger. The box below summarizes
the numbers.

Initial Search Results 1st Selection 2nd Selection
Svenska Dagbladet 196 19 11
Dagens Nyheter 156 16 14
Veckans Affärer 59 9 4
Affärsvärlden 71 15 3
Total 482 59 32

                                                    Box 3, The Selection Process of Articles for the Study of Volvo-Ford

4.2.2 Examination of the Articles Selected

The articles that had been found were processed in the exact same manner
as those of Volvo Renault. There were a total of 49 statements categorized
in the study, distributed as illustrated in the box below.
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CEO Top
Mgmt.

Owners Poli-
ticians

Journa-
lists

External
Sources

Financial
Analysts

Eff.T. 2 5 5 2 9 4 2

Mon. T. 1

Raider T. 1

Val. T. 2 3 2

Emp. T. 1

Dist. T.
Natl. Inter. 1 3 2 2

Culture 2

                                                                                                                          Box 4, The Findings of the Volvo-Ford Articles

Explanations:
Eff. T. = Efficiency Theory
Mon. T. = Monopoly Theory
Raider T. = Raider Theory
Val. T. = Valuation Theory
Emp. T. = Empire-building Theory
Dist. T. = Disturbance Theory
Natl. inter. = National Interests
Culture = Cultural Aspects

In spite of the absolute number of statements being dramatically lower than
in the case of Volvo-Renault, noticeable trends can still be extracted from
our material on the Volvo-Ford deal. Most evident is the dramatic drop in
the portion of arguments of the type National interests, compared to the
same data from 1993. This figure has fallen from 32% to 16%, which must
be regarded as a significant result.

“…-Idén om att splittra Volvo har tidigare bemötts med skepsis eftersom
det skulle skapa svårhanterliga problem kring varumärket. Samtidigt
försöker nu Sveriges regering bromsa företagsflykten. Näringsminister
Björn Rosengren ska kalla ett tiotal ledare från Sveriges viktigaste
exportföretag samt fackförbunden till samtal senare i veckan. Rosengren
vill utforma en strategi för att få företagen att stanna i Sverige.”58

                                          
58 DN 1999-01-14
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Arguments falling under the heading Efficiency Theory have increased
rather heavily from 39% in 1993 to constitute 59% in 1999.

“…-Volvo är ett mycket starkt varumärke och vi ser en gigantisk potential
för expansion både geografiskt och när det gäller produktbredd”59

and:

“Fordledningen framhöll även att Volvoköpet gör det lättare att expandera
globalt inom de marknadssegment för lyxbilar där Volvo kompletterar de
egna märkena Lincoln, Jaguar och Aston Martin. Med Fords resurser när
det gäller produktion, inköp och marknadsföring anses företaget ha goda
möjligheter att öka Volvos försäljning i både USA, Europa och på andra
marknader. Fler utomstående branschexperter ser också en chans för Ford
att inte minst på hemmamarknaden i USA dra nytta av Volvos starka
varumärke och goda renommé när det gäller säkerhet och
miljömedvetenhet.”60

and:

“Volvo och Ford skulle tillsammans skapa en stark personbilstillverkare.
Volvo täpper igen gapet mellan Fords personbilssortiment och den
Fordägda prestigebilstillverkaren Jaguar. Att skapa ett brett sortiment av
personbilar i olika prisklasser har varit en utvecklingstrend i bilindustrin
på 1990-talet. Detta brukar kallas one-stop-shopping och handlar om att
locka in kunderna på ett tidigt stadium i livet och sedan försörja dem med
nya produkter i takt med att levnadsförhållandena och inkomsterna
varierar.”61

The percentage of arguments under the Valuation Theory has also dropped
from 16% during the Volvo-Renault era to 14% at the time of Volvo-Ford.

“…-Vissa invändningar kommer också från branschanalytiker, som anser
att Ford betalat ett alltför högt pris för Volvo. En del bedömare pekar på
hur lång tid det tagit för USA-företaget att hämta in investeringen i Jaguar

                                          
59 SvD 1999-01-29
60 DN, 1999-01-29
61 Affärsvärlden, 1999-01-13
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och menar att det inte är självklart att förvärvet av Volvo är det bästa
sättet att få högsta möjliga avkastning på Fords stora kassainnehav.”62

In all other categories tendencies are rather weak and cannot be said to
constitute a measurable trend.

In terms of the sources of the different arguments, the Analysts must be
said to have gained foothold in the public discourse somewhere between
1993 and 1999. Their share of arguments publicized, have settled on a level
of 8%, a level which in 1993 was zero per cent. Others who have gained
over the course of these six years seem to be Top Management who
doubled their share from 5% to 10% and Politicians, who added to their
previous 6% representing 10% of all arguments in 1999. The biggest
reduction in its share of arguments can be observed in the category
Journalists, where the percentage has dropped from a dominant 46% in
1993 to a less overwhelming 35% in 1999. The category (Other) External
Sources also lost some ground reducing their 21% to 16%. The trend, thus,
seems to be that Journalists and External Sources have lost out to
Politicians and Top Management, but above all to the “new kids on the
block”, Financial Analysts.

                                          
62 DN 1999-01-29
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5. OUR FINDINGS

In this chapter we give our interpretation of the data in the previous
chapter. This interpretation is primarily structured according to arguments
with the main part of the actors embedded. Some parts of the analysis are
actor specific and are hence presented separately for pedagogic reasons.

5.1 The Efficiency Theory

In both cases studied, arguments falling into the category of the Efficiency
Theory was the most recurring type of argument in the public discourse
observed in the articles of the empiric material. In 1993 39% of all
arguments could be allocated to this slot, rivaled by National Interests at
32%. By the time of the Volvo-Ford deal in 1999, this figure had soared to
59%, National Interests still being its biggest rival, but with a mere 16%.
This obvious concentration on arguments having to do with the Efficiency
Theory is practically irrefutable. The question we are confronted with is
thus two-fold:

•  Why is this theory dominant?
•  Why has its frequency in the public discourse increased?

There are a number of reasons why the Efficiency Theory is as dominant as
it evidently is. First of all, and probably most importantly, it is the theory
which is most agreeable to the corporations’ environment as well as to the
corporations’ own members. The logic behind this theory builds on the
greater good of almost all parties affected, save perhaps the competition.
Both companies involved, and thereby indirectly their share holders, are
thought to gain from the whole affair, as is the industry, the customers and
most likely the nation states involved. This reasoning is deduced from the
train of thought that the synergies, generated by the merger, create a more
competitive corporation poised to take market shares and increase profit
margins relative to the competitors, something which will be sweet music
to the companies involved as well as their owners. If the merger truly is
based on sound economic calculations, the industry should be better off as
the restructuring that the merger implies creates a more effective industry,
something which should benefit customers as well. The nation state can
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also be argued to gain from agreements of this kind, at least in the long run.
The argument in this case is that since the companies involved in the
merger will come out strengthened and more competitive, this will mean
greater job-security for the employees of those companies, something
which is seen as politically and economically positive from the nation
states’ point of view. Even if the merger sometimes means layoffs initially,
arguments can always be brought to bear claiming that in the long run the
corporation will expand and come to employ more people and generate
more tax-revenues than it could have hoped to do before the merger.

It seems evident that statements based on Efficiency Theory-type
arguments are well seen by the environment, that is to say; this type of
argumentation enjoys a fair share of legitimacy. This is because Efficiency
Theory-arguments correspond well to the institutionalized values that
causes society to expect companies to behave responsibly and effectively
with its resources. It is no wonder then, that this is a favored line of
argumentation among CEO’s contemplating mergers. Also, as was
mentioned by Trautwein, it is likely that other motives for mergers are
covered up behind a facade of more rational-sounding Efficiency Theory-
related statements, increasing the relative share of this theory beyond its
true level. Empire-building schemes, for instance, are no longer an
acceptable strategy, since the global financial markets are strongly
influencing the rules, demanding prospects and results corresponding to
market demands, a notion for which support can be found in Castells
writings.

In addition to this type of arguments being heavily featured in the public
discourse, it is plain to see when examining the data collected in our
empirical study that this type of arguments have gained in importance over
the period between the two examinations. This was the second question
that needed to be asked. As was argued by Castells on debating the balance
between the means of  production, capital and labor, of the New Economy,
capital has strengthened its positions on labors expense. This has forced a
shift in the discourse toward arguments corresponding to the expectations
of the dominant force, which could explain the considerable surge in the
Efficiency Theory between 1993 and 1996.
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5.2 The Monopoly Theory

The evidence for the Monopoly Theory has been very scant, bordering on
non-existent in our examination. It seems as if no relevant deductions can
be made based on this data. One should perhaps bear in mind that
Trautwein notes that if a company has the goal of creating a monopoly, it is
not likely that they will announce it. Apart from this, the possibilities for
creating a monopoly in the automotive industry is strictly limited as anti-
trust laws put serious constraints on any such undertakings.

5.3 The Raider Theory

The poor empirical track-record of this theory was discussed already when
the model was first presented in the frame of reference. The failure of this
theory to leave any analyzable results in our empirical study can only act as
support of this stance.

5.4 The Valuation Theory

The Valuation Theory’s share of the total argumentation remained roughly
on the same level in 1999 as it had been in 1993. Since our theoretical
framework does not give any clear directions as to what trends should be
identifiable within this area if a shift in the institutional mind set had taken
place, we are apprehensive to draw any far-reaching conclusions. The
absence of a trend or direction in the data would, according to our thesis,
indicate that the institutional framework has remained unchanged between
1993 and 1999, at least as far as the subject of valuation is concerned.

Two notes. One, it seems reasonable to assume that valuation always will
be an important part of a profit-oriented business community, thus, this
argument not undergoing any major changes over time. Two, there is,
however, a possibility that the 1993 data might not be entirely
representative. The reason for this is that there was great controversy
pertaining to the valuation of the then state-owned Renault, which made the
valuation of it, and consequently of the new joint company very difficult.
The debate on valuation ran high and was catching much attention in the
press, possibly exceeding normal rates of appearance in 1993.
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5.5 The Empire-building Theory

The Empire-building theory’s share of the arguments in 1993 was 7%
compared to 2% in 1999. Its relative insignificance and the due to the low
occurrence questionable percentage changes makes it difficult to say
anything relevant about it.

A suggestion would be that with the increased power of global financial
markets, the quest for realization of value makes other goals than
maximum profitability impossible, but with the low occurrence the
suggestion does not posses high validity.

5.6 The Disturbance Theory

Not surprisingly, this theory failed to leave any lasting impression on the
empirical data of our study. In light of the fact that the theory lacks
empirical evidence, something which has only fueled the criticism of it, this
is an expected result.

5.7 National Interests

The second most frequent arguments proposed regarding the Volvo-
Renault deal can be allocated to the National Interests category, in 1993 as
well as in 1999. However, the relative occurrence is strikingly more
frequent in 1993, 32% opposed to 16%. This halving is so significant that it
requires an attempt for explanation.

Let us turn to Castells in search for an answer. If we believe that the
network society has made its entrance, we find that the nation state is
generally weakened. Not only through direct influence from networks,
demanding states to de-centralize and dispense with power, but also
indirectly by people becoming individualized. This individualization
happens simultaneously in the work and employment, the cultural and the
experience realm. When considering these effects along with politics’
general loss of legitimacy through medialization, it seems reasonable that
the nation-state loses some of its legitimacy. The interest in the nation’s
welfare is sacrificed in favor of the individual’s own welfare. As a
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consequence, arguments of the type that Sweden benefits from whatever
benefits Volvo lose their validity.

Furthermore, the collectivization of capital and the individualization of
labor leads to a shift in the balance of power between them in favor of
capital. Considering the global nature of capital, national interests have
become secondary arguments in the debate concerning transnational
mergers.

What about the advocates of these arguments? A rather clear trend
crystallizes. In 1993 the arguments were fairly even spread among the
actors, but in 1999 most actors have abandoned them completely.
Politicians, journalists and external sources, where the labor unions can be
found, are the sole proponents of national interests, with journalists
declining from a 50% share of the arguments in 1993 to a 25% share in
1999.

As we have seen in 3.4.1.2, the medialization and personalization of
politics leads to a fighting over maximum media exposure. This
development plausibly explains why politicians have increased their
representation among the actors from 6% (1993) to 10% (1999), but it does
not necessarily say why they advocate the national interest argument. At
closer inspection, however, an increase can be observed in the percentage
of the politicians’ statements allocable to the Efficiency theory, while the
percentage of the National interests is slightly diminished. Overall,
National interests arguments have thus decreased its relative share by a
non-negligible amount. This indicates a shift among politicians to not
promote the National interests arguments as often as before and instead use
the arguments of the Efficiency theory.

Why? Faced with the risk of getting out on thin ice, some suggestions,
mainly based, on Castells are due. A) it could be an indication that politics
has taken influence from the goals of the increasingly powerful globalized
body of capital, also considering the need of funding for maximum media
exposure. B) politicians may have been arguing unconsciously of the origin
of their arguments, since institutionalized beliefs are often taken for granted
without being aware of them, as discussed by Zucker in 3.1. C) A
consequence of the entry into the network society, transforming the state
into a network state: Even if the politicians lost, or had little influence, in
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the social struggle of assigning goals to the network, they still have to
accept the goals if they want to participate in it.

5.8 Cultural Aspects

Cultural aspects’ share of the arguments was 3% in 1993 and 4% in 1999.
This insignificance may at first glance be surprising. Nevertheless,
considering that in order to be counted in the study, the statement must
credibly mention the argument as reason for or against a possible merger.
Culture was mentioned rather frequently in the articles, but not as a
deciding factor.

5.9 The CEO

The CEO’s profile in the debate was practically identical at the two points
of time studied. There is some plausible causes for this. Firstly, there can
always be only one CEO. Secondly, his voice will almost always be a noted
one in the discourse, if not for other reasons, then for the sake of his
position as CEO in a company involved in the merger debate, and
increasingly so with growing company size. This latter argument
corresponds well to Weber’s notion of Legal-Relational Legitimacy.
Legitimacy within a subject, as we have argued, constitutes the prerequisite
for acquiring attention in the public discourse.

5.10 Top Management

There is an observable shift in the percentage of statements made by top
management between the observations in 1993 and 1999. Unfortunately,
top management’s role in a potentially new economy is not something that
can be extracted from the writings of Castells in our Frame of Reference in
a credible way. Therefore, we refrain from making any kind of
interpretation of this statistic, as it would have the character of
unsubstantiated speculation, something which is of little benefit to anyone
involved. It should also be noted that in absolute terms, the occurrence of
top management is on the lower end of the scale.
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5.11 Journalists

It is noticeable that the journalists’ share of the arguments has decreased
from 46% to 35% during the six years separating the deals. Instinctively
one feels that the increased medialization perhaps should lead to an
increase in the occurrence of journalists rather than a decrease. Is there a
plausible explanation for this noticeable observation?

We found that Göran Rosenbergs’63 thoughts on journalism could be used
in an attempt to explain our observation. According to Rosenberg, the
media development in recent years shows a distinct direction. Increasing
demands on newspapers’ profitability, often caused by competition from
TV and the Internet, have brought with it shortened deadlines. The time
available for analyzing and reflecting on matters decreases. Similar to
Castells’ discussion of timeless time, Rosenberg sees an “instant society”
looming on the horizon where consumption patterns, in this case of news,
borders on real time.

Furthermore, along with the medialization of society, the number of actors
who want to appear in the media spotlight grows, leaving less space for the
journalist himself. The role of the journalist is reduced from producing
meaning to just delivering it. The similarities to Castells’ line of argument
are significant. It seems reasonable that the journalists’ decrease may be
influenced by a possible entry into the network society. As a consequence,
this growing absence from the centers of attention means in the
prolongation that journalists might lose legitimacy as bearers of meaning.
Hence, their role in judging mergers could lose importance. A possible
change in actors could therefore announce a societal change.

5.12 External Sources

The occurrence of external sources is rather constant at the two moments of
time. That indicates that the group as such has not experienced any major
changes in its relative position. Also, the group itself consists of a large
number of actors, in themselves representing a wide spectrum of society.
Everything from academic scholars to ex-CEO’s and employees can be

                                          
63 Rosenberg, Göran, 2000
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found here. A judgement on their collective development is rather difficult
and rather irrelevant. Irrelevant in the sense that if a sub-group would have
emerged or declined during the six-year period, we would have given them
their own category.

5.13 Analysts

In our initial assumptions, we proposed that the introduction of new or
exclusion of old groups that were represented in the public discourse would
be an indicator of a shift in the institutionalized beliefs, just as a change in
arguments would. Empirical results have been found in our study that
support this type of development.

The financial analysts did not appear in the public discourse at all during
the Volvo-Renault deal, but contributed with 8% of the arguments
concerning the Volvo-Ford merger. Since the analysts have somewhat
plausibly established themselves in the debate, we must per our own
definitions and assumptions conclude that they are a group now enjoying a
certain degree of legitimacy in the eyes of society. To us, this is another
pointer as to the increased influence of the financial sphere in the public
discourse, since the analysts must be said to be representatives of this
sphere.
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6. CONCLUSIONS

It was our outspoken purpose with this essay to examine whether or not a
change has taken place in the institutionalized mind-set of society. We
approached this problem with the belief that a measurable shift in the
public discourse, both with regards to arguments used and actors
represented, would be an indicator of this being the case. By means of our
analysis of the discourse surrounding two mergers as covered in four major
publications we are now able to draw some final conclusions.

We find it somewhat remarkable that Trautwein’s findings are so well
mirrored in our own findings, considering that his article was written ten
years ago and that the theories he mentions date back even further. It
therefore seems reasonable to draw the conclusion that it is the same type
of arguments, the same business logic, that still is being used today. This
would in itself indicate that any possible change has not been fundamental.
Instead, it appears as if only the actors have changed to a certain extent, and
with them a shift in arguments used, but not the arguments themselves.

As for Castells, the results are more inconclusive. However, it was not the
purpose of our essay to test Castells’ theory, but only to use it as a point of
reference. As such, it has helped us in analyzing the empirical data and the
discrepancies has made the full emergence of the network society
somewhat doubtful.

During the work on the essay, we often asked ourselves if we could detect
anything essential, for example an argument, missing in the theories of
Trautwein and Castells but present in the empirical data. The answer
always came up negative. No argument present in the articles could not be
categorized in some plausible way, leaving no room for alternative
interpretations of the existing data. Hence, the network society might be on
its way, but it has the same business logic as the present society. We find
this to be the most important finding of our essay. If it is true, then the
discussion of a new society can be understood in terms of evolutionary
changes, relatively moderate and manageable with relative ease. However,
since our study has a rather modest width as well as depth, it would be
unwise to attach all too great importance to it. Nevertheless, the result of
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the study ought to be interesting enough to stimulate further research in this
area. If it would show that a new kind of business logic actually is
emerging, the consequences, not just in the world of business but in the
world in large, might be more far-reaching than we could imagine.
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