











“[this] scenario isn’t available within the tight margins we are working in so we

start to generate losses rather than marginal profits and we’ve got to come back in

again so that does stifle growth”
The barrier identified is the way RTE, the “dominant broadcaster” does business. As the
main buyer in the market they hoid the power in the relationship. In early 2004 they are
commissioning for 2004, Carl contends that this limits the financial planning or strategic
planning what they can put in place compared to the flexibility they would have if they was
commissioning a year in advance i.e. 2005. “Hand to mouth short-term decisions” constrain
the degree to which they manage strategically:

“Most of us are dependent producers and within that scenario strategic management
development planning is very difficult in a culture where there is effectively a
monopoly with a myriad of small producers and decisions being made very late in
the day that the amount of planning that we can put into our business is dependent
on the decision of the top line being made”

(Beta: Carl)

In 2003 Delta was in a pericd of crisis as they had not prepared for — a long-running series
was cancelled. Deltas” Executive Chairman Mary partly blamed their position on RTE’s
abuse of their dominant position.

“There is one end user for television product in this country, so there is no

competition, no security”

The dependency on domestic market limits development and reduces producer control.

As small organisations in a monopolistic environment, they are unable to influence in their
operating environment, the outcome is that ‘they merely buffer themselves from, or respond
to, changes in that environment’ (Johnson and Scholes, 2002: 72). The strategy
development occurs through a process similar to that of natural selection: variations occur
in organisational processes and structures, these variations may be more or less relevant to
the environmental pressures that the organisation faced, and therefore may result in one
organisation performing better, or worse that another (Johnson and Scholes, 2002).
Managers believed that the nature of the domestic market exercises such significant
influence that the degrees of managerial latitude are severely reduced. Johnson and Scholes
(2002: 73) take the view that even where pressures are severe; it is the job of managers to

develop the skills and strategies to cope with the situation. That the organisations have no
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real choice, that there is some sort of “environmental imperative™ also faces criticism from
Mintzberg et al (1998) who pose the question: how is it that two organisations can operate

successfully in a similar environment with a different strategy?

Some cases took more pro-active approaches to cope with the constraints, recognising that

they can not et that be a limiting factor to growth.

Lamda’s manager Fergal is vocal about the constraints of the domestic market:

“It has been dominated by one buyer, RTE, so therefore you don’t have a real
market; you have a very controlled regulated market controlled by largely one
monopoly. So we have always sought to diversify around that”

The company has only let domestic commission be more that 15 % of their business:
“..Because we wouldn’t survive”

Fergal owes the company success to the changes processes which it has undergone: “the

three or four metamorphosis...expanding into other areas of business, coming out of other

areas, pulling back, expanding, and re-investing”.

“The reality of a business is that unless you have three legs on the stool - there will
always be one doing nothing — television is very rocky...profits tend to be quite
low, it’s a very difficult business...so sustaining growth and even stability in that
kind of environment isn’t easy so you had to always be diversifying, you always
had to be capturing value wherever you could within the production chain and
watch what was happening new trends and try to be on top of things”

(Lamda: Fergal)

After successfully managing the crisis in the domestic market Delta’s manager Mary
recognised the need for a more pro-active approach to the environment and a retrieval of
control in the business

Certainly looking at this sector here in Ireland, there isn’t really any point in just
existing for the Irish market, it is always going to be an up and down, you might get
a good five years and we have had a tremendous ten years out of it and we might get
another five, it is this lack of control so you think do you really want to be doing
that. The only reason you want to be doing that is to get more control and how do
you do that? We examine the fact that we can do that internationally

(Delta: Mary)
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6.2.4.7 Strategic Drift

Due to the uncertainty of the context, a number of cases advocated a more incremental
approach to strategy. This is supported in the literature, Bjorkegren (1996: 43) notes that
due to the high level of uncertainty faced by arts-producing organisations the business
strategies tend to be ‘emergent’ rather than deliberate, an outcome of interaction with the
environment rather than the result of internally generated business plans. As the previous
section reveals management can choose to accept the constraints of the market and
proactively adapt to the environment in the manner of logical incrementalism or they can

react in an ad hoc management style.

The danger with organisations that become merely reactive to their environments and fail to
question or challenge what is happening around them; in short they become complacent
(Johnson and Scholes, 2002). This is evidenced in the case of Delta. The company had a
large volume of work through the period of 1995-2003, with two long running series in
Ireland and a number of large profile shows. They also had a number of programmes and
documentaries for PBS in the US. In many ways this volume of work served to cushion the
degree to which the management had to think strategically about the business so they
remained complacent.

“looking at the end of a 6/7 year run, having the duality of those contracts, when we
could play around with other things, we could experiment with things, it didn’t
really mater if there wasn’t another production right set there originally because you
had your bread and butter made and you knew everyone could get paid and all your
overheads were met. All of a sudden that was not the case...so we ended up with no
money going into R&D because it was all going into propping up this false
situation”
(Delta: Mary)
With a crisis on there hands, Deiia’s management team found themselves having to make
strategic decisions about the future of the Television division, Delta Productions.

Do we want to be in this business any more? Where does our future lie in this
business? What are our objectives? Should we have less people?

The process proved to be a difficult one. Mary believed that the company should take the
high risk strategy; this would involve giving up what had been the bread and butter of the

business, domestic commissions and focusing on international projects.

188



“But I am a firm believer that unless you shake things up you stagnate. Change is
needed. We are in a business that is changing all the time. Going to make the
decision and to take the consequences”

Management were forced to address all these problems, make decisions and take action.

“...decision to say, no we really want to grow stronger, to get bigger but more
international, to do that you had to get lean first, to put the structures in place so that
would happen”

Traditionally in the sector, production crew would build up at busy time and fall down
when off-peak, however Delta’s production had been continuous, so staff were kept right
through the year, on contracts for 5/6 years work. The crisis highlighted the weaknesses of
the operations through the period. Management were required to take a hard look at the
business and restructure their fulltime and contract staff, resulting in a “leaner” structure.

Management had to look hard at the classification of jobs that were required on a
permanent basis. The change proved to be a difficult process, but necessary for the long
term viability of the company. The company are now in a more flexible position and are

more prepared for the down times and unplanned changes to production.

The decision to continue working on commissions for RTE was a difficult one for Mary,
who hade championed a high risk strategy, believing it would have benefited the company
to explore other avenues for a few years. In many ways the decision to take another
commission with RTE highlights the difficulties when managing strategies change, ‘the
action required 1s outside the scope of the paradigm and the constraints of the cultural web,
and that members of the organisation would therefore be required to change substantially
their core assumptions and routines’ (Johnson and Scholes, 2002: 79).

“It was very hard to make people stop doing what was their job and their whole
drive has been to do that”
(Delta: Mary)

The crisis of cancellation highlights the complacency of the organisation; they were not
prepared for a change in the routine of the business. Over the period of long-term
commission’s the organisations strategy had gradually, if imperceptibly, moved away from

addressing the forces at work in its environment — resulting in strategic drift.
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“at the time when things were really going well that was the time to sit down and
say if that and that was gone what would be do, we didn’t think about it, I thought
about it at night time “my god how are we going to keep these people employed if
anything happened but I actually didn’t do very much about it because it was always
constantly there”.

This is supported by Johnson and Scholes (2002: 79), they state that ‘faced with pressures
for change, managers typically try to minimise the extent to which they are faced with
ambiguity and uncertainty, by looking for that which is familiar’. This also signifies inertia
behaviour, the organisation failed to question or challenge routine and familiar behaviour.
Strategic development went into a state of flux, with no clear direction for the company.
Mary was open to a dramatic change in the business however what resulted was a return to
domestic commissioning. The outcome was a change to structure of the organisation within
the old routine as opposed to the shift in paradigm required to dramatically transform what
had been the familiar and “bread and butter” of the business for so long. For Management
they have entered a new stage of development, restructured and more in control, addressing
the weaknesses that led to past behaviour:

“So we are just gone into an exiting new phase again, quite different I think than we
have done before, not as benign as we used to be, trying to be more business like
about it and also have come now to try and work out an international plan as well as
a domestic plan”

(Delta: Mary)

6.2.4.8 Cultural and Political Influences

The management of organisations depends a great deal on the knowledge and experience of
those involved. This experience and ways of doing things are built up over years, often
taken for granted (tacit) and applied in managing the strategy of organisations (Johnson and
Scholes, 2002: 45). Strategies are more or less successfully implemented through people.
Their behaviour will not be determined by plans. So the cultural and political dimensions of
organisations have to be accounted for when considering the process of strategy

development.

The influence of the organisational culture and ‘the way we do things around here’ had

important implications for the strategic decisions made by Delta. The case shows how
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strategy is conceived as an outcome of cultural and political processes. The company
became complacent, cushioned by a routine of long-running series. This routine fed a
‘taken-for-grantedness about how things should happen’ (Johnson and Scholes, 2002). This

is protective of core assumptions of the paradigm and became extremely difficult to change.

The routine of the operations revolved around work in the domestic market with RTE,
when the broadcaster cancelled one of the long running series the executive chairman
decided that “drastic” change was needed, it was a little more difficult to execute due to the
organisations reluctance to disband what had been the core of the business, the “bread and
butter”:

“It was difficult for me particularly because | actually felt that the high risk strategy
would have been not to do anything with RTE and I felt that it would be good for
the company to do that for a year or two. What was interesting about that was that |
realised how geared up everyone was, working to get commissions they couldn’t
actually stop physically, they had been trained, that was their business”

(Delta: Mary)

Cultural and political processes guided the strategy adopted. The staff continued in their
familiar routine of tendering for commissions, maintaining a status quo. This made the
decision for drastic change more difficult for Mary, the executive chairman.

“Every time the phone would ring and they would be telling me about another
proposal and 1 was saying ‘Hang on we are not doing them we are deciding’, but
people actually physically couldn’t stop, it is very hard to make people stop doing
what is their job and their whole drive has been to do that. And RTE asked us to go
for this eventually. There was a lot of soul searching and 1 would not have been the
one who would have been in favour of it”

She was “persuaded to continue”. The company did restructure the business, which
demanded changes to the staff that had been core to the business

“But 1 knew that the people we had were not going to be the people for the new
productions. So anyway we needed to do the change and | think that has been very
painful. Everybody is beginning to say “that was the right thing to do”

{Delta: Mary)

The influence of culture in discouraging significant strategic change (Mintzberg and
Lampel, 1999) is evident. It also highlights the micro power of individuals within the

organisation, and the development of strategy as political —‘a process involving bargaining,
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persuasion, and confrontation among actors who divide power’ (Mintzberg and Lampel,

1999),

Power is central in organisational life and underpins the strategy-making process (Clegg et
al, 2004). The role of power and politics is evident in the case of Lamda. For Fergal, the
awareness of a strategic issue within the organisation was not necessarily an analytical
process; it was more a gut feeling based on previous experience. The outcome of a strategic
review workshop was to divest a post-production facility of the company. The decision was
based on the strategic need to separate production and post, to allow both entities to have
more focus. Fergal reflects on the decision, his narrative emphasising the need for
collective acceptance to the strategic decision, which has in a sense been made by him prior
to the process:

“1 would have felt it in my gut anyway, but I think you needed people to, because it
was going to be difficult there was going to be changes, you needed people to buy
in...to feel that it was their decision, not yours, not the top and if people go through
a process like that even if they don’t know, they are saying more or less what they
want to do and what they feel the company should do”

This reveals an undemocratic element to the strategy process and hegemonic control of
management (Clegg et al, 2004). Fergal believes the process was necessary for staff to
voice their frustrations and realise the decision was valid.

“There were frustrations with the way they were. And one of the frustrations was
the way that was working it was limiting both their businesses. And at times key
people were quite clear but nobody wanted to say we want to split them up”

Despite allowing staff to voice their opinions, effectively the decision was made prior to the

workshop.

Similarly, lan, describes how managing within the different “factions” of the business can
be challenging, especially when trying to achieve a collective focus.

“It can be difficult sometimes... because of different people and different factions
within the company, it is the objective of some people to have a certain level of
quality, which we all want, a very high quality, but we have to work within a
budget, it is the objective of other people that we win awards, it is the objective of
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maybe another person, is to do a variety of things, so it is too try and bring all the
focus together and to try and get the focus on the bigger picture”
(Sigma: lan)

In addition, managers explain how strategies may come about through processes of
bargaining, negotiation and political activity.

“]1 have certain autonomy for certain decisions but major decisions, major financial
decisions and major strategy decisions we have to sell to the board, which is a good
thing because it is not just closed thinking and rash decision making its means it is -
thought about the detail, its discussed and decided upon for reasons of following a
certain path and plan”.

(Alpha: Alan)

“How we would make decisions, invariably every idea has a champion, Hilary, my
colleague and |, together with our director in the UK, any decisions that would
affect the future of the company, would be brought to the table by one of us, and
sold to the other two effectively, and dealt with in some way and naturally, there
will be obvious things to do and some aren’t depending on the decisions, there is
little room in this business for a solo run”.

(Beta: Carl)

Gamma and Sigma describe the negotiation between partners:

Definitely we are very different people even from a personality point of view it is
helpful, ['ve always said that if it was one of us or the other running the company it
probably wouldn’t still be around — it’s the old good cop bad cop scenario ...any
arguments or discussions are useful as well. 1f someone gets a crackpot idea we
have to sell it to the other person if he can’t convince me or 1 can’t convince him
then we don’t bring it else were... We just voice it and if the other person goes for it
— great if there is conflict we wait..

(Gamma: John)

“you have the good guy bad guy syndrome, you have ‘I would but he won’t let me’
you have a lot of leeway which you wouldn’t have other wise”

(Sigma: lan)
Not limited to film noir, the “good cop, bad cop” scenario is used to describe the process of
negotiation and bargaining in decision making between partners as they tactically manage
contributions from both factions of the business: commercial and creative.
Delta’s manager illustrates the tactics and game playing involved in commissioning:

“But you are playing your own games as well. There is no doubt about that and you
have to. And sometimes you have more power than you think actually or than you
give yourself credit for”

(Delta: Mary)
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The organisational culture also reflects the shared practices within the organisation. The
application of experience is rooted, not only in individual experience, but also in collective
(group and organisational) experience, reflected in organisational routines accumulated
over time. From a cultural and social perspective, the findings support Whittington’s (2002)
model of the variety of contexts within which strategising takes place. Managers the
strategy practitioners, participate in many activities. To consider formal instances, these
points of strategising praxis include board meetings, strategy reviews or top management
away-days. As they strategise they draw upon — in a structurationist sense (Giddens, 1984)
— a set of established practices available from their social context. At the enterprise level
(meso), these might be the routines and formulae of the formal strategy process, laid down
in corporate cultures and systems; at the wider societal level (macro), working through
accepted analytical tools, or even notions of appropriate strategy-making behaviour, as
propagated by legislation, regulators, business schools or consultancies. Practices are
reinforced as practitioners continue to rely on them for praxis. And so, strategising routines

and formulae are confirmed and developed through a shared culture of practice.

6.2.4.9 Absence as Symbol

In section 6.2.4.1 strategy absence was explored as a transitional phase in the firm’s
lifecycle. As young firms, the cases did not have a history of decisions that have evolved
into a coherent pattern, and therefore, it may be appropriate to refer to strategy as absent in
these firms. Strategy absence may also be as a result of conscious decisions and action
(inaction) by management, ‘absence as virtue’ (Inkpen and Choudhury, 1995: 317). Just as
strategy may be symbolic of top management’s commitment to a chosen course of action,
there may also be symbolic content in absence.

Not all organisations find it necessary to create a fagcade of rationality and not all

organisations need an explicit statement of intent.

The following statements exhibit a similarity in the disregard for long-term focus by

managers of Beta and Sigma:
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“We have a relatively short term vision, I would say 18 months/2 years, long term
we don’t...1 mean I do believe in business plans, it is my background, but paper
doesn’t refuse ink, | know a lot of companies that have business plans and whatever
else and they are a load of nonsense quite honestly, they are unachievable nonsense™

(Beta, Carl)

“When you talk about strategic management, you are talking about positioning, long
term, but the cumulative short term objectives ultimately become the long term
objectives so I can also say to you that we want to have ten animations series done
in 3 years time, or 20 in 10 years, it is the same thing”

(Sigma, lan)

The absence may be seen to send signals to both internal and external stakeholders of its
preference not to engage in resource consuming ceremony. The managers prefer short-term
financial goals and objectives, maybe indicative of their experience and backgrounds in
management accountancy. There is however a danger that planning becomes operational as

opposed to strategic.

6.2.5 The Strategy Practitioner

Strategy process is the manner in which strategies come about, it concerned with formation,
implementation and change. If the process is a sequence of events that describe how things
change (Van de Ven, 1992} the practice brings the focus to the managerial level, concerned

with how strategists ‘strategise’ (Whittington, 1996}

Praxis involves the work of strategising by the practitioner, the doer of strategy, the
strategist (Whittington, 2002: 10). Johnson et al (2003: 16) find a clear gap within strategic
management literature on the strategist and their place within the strategy making
processes: who is the strategist — academic background, sources of ideas, view on the
organisation and strategy processes. This section explores the role of people, internally and

externally, to the strategy making process.

In a small business context, such as the cases in this study, the role of strategic management
often rests with the senior manager, or founder of the firm, who has direct contact with the
market place and whose experience is influential (Johnson and Scholes, 2002). This section
examines the role of the managing director as strategy worker and their influences on the

practices in place while also drawing attention to the extent of staff involvement. The cases
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also exhibit influence from outside sources such as consultants, non-executive board
members and government agencies, so this section explores their supplementary role in the

process.

6.2.5.1 Internal: Managing Director

Before examining the influences of external strategy practitioners, this section takes a
closer look at the manager as strategist. In SME’s the role of strategic management often
rests with the founder/manager (McCarthy and Leavy, 2000). Section 6.2.3 introduced the
characteristics of management, their training and experience. These characteristics can
reveal different approaches to the development and management of strategy in companies.
They also provide insight into the strategy processes, the work of the strategist and

activities undertaken.

Briefly, Alpha, Gamma and l.amda are currently managed by their founders. Their
background is entertainment/television production, animation and audiovisual production
respectively. Beta, Delta and Sigma are managed by persons other than the founders. The

new management brought their experience, training and a distinct approach to the business

McCarthy’s (2003) study of the strategy formation process suggests that the strategy
formation process is driven by the personalities of the entrepreneurs and by their experience
of crisis — charismatic and pragmatic. The charismatic characteristics conform to the
stereotypical view of entrepreneurs — they were visionaries, risk-takers, passionate, with
ambitious and idealistic goals (McCarthy, 2002). The pragmatic qualities did not fit this
mould and were more cautious, rational and seemed to adopt a more calculating and
instrumental approach to the business. Similarly, this study reveals evidence to support
charismatic and pragmatic characteristics in managers and their approaches to strategy.
However, charismatic and pragmatic are used here as characteristics as opposed to
‘entrepreneurial types’ as the research revealed that managers were not as easily typecast

into either or category and tensions existed.
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Charismatic and pragmatic characteristics are distinguished according to decision-making

style, goals, attitude to risk, degree of commitment to venture. Table 6.7 displays the

characteristics and example quotations from managers.

Table 6.7 Charismatic and Pragmatic Characteristics

Strategy-Related
Variables

Charismatic

Pragmatic

Decision-making
Style

Visionary, intuitive

“it is simply a vision,
aspiration” (Lamda)

“If you want something to
happen you first have to
visualise it” (Gamma)

Planned, rational

“That type of planning is
planning for failure because if
you don’t plan for success it
won’t happen™(Alpha)

“There must be a plan and you
cant go from one day to the next
without knowing where you are
going” (Delta)

Goals Ambitious, idealistic Achievable, conservative,
common sense
“We want to be the “We need to create some
company at the gateway for | renewability and some
all this new creative talent reliability and reasonable cash
that’s in Ireland all the time” | flow because otherwise we
(Alpha). couldn’t underwrite any other
“We didn’t know that developments in other
anything else would come markets”(Beta)
down the line, so we have “I think you have some
got to prove to ourselves structure and environment to
that we can handle the think about what you are doing
biggest gig that can come in | and to evaluate what you are
and to handle it well and doing and to set objectives”
hope that other things will (Lamda).
spin out of that” (Delta)
Attitude to Risk Bullish, abiding Bearish, risk-averse, Calculated,
commitment, pragmatic, success within reach.
Degree of obsessive
commitment “Everything is a calculated risk”
to venture “Because we pumped a lot (Lamda)

of our own money into
producing a documentary
which we have never got
back and never will”
(Alpha).

“Well people change I am about
the only one here since the
beginning. Now we have a core
management team there is five
people now — I am letting them
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“It is a bit of a risk alright, it
is a tricky one...you think
“oh god I really have a lot of
investment here, if this goes
down the tube I am really
stuck” (Delta)

do more!” (Lamda)

“There is not a lot of room for
gambling in this business”
(Beta)

Business Non-business: Combination:
Rackground Television production, Company management
Animation. Accountancy
Consultancy

Most notably, there is inherent contradictions in some management discourse revealing
tensions between the intuitive, visionary and the planning, rational manager, similar to the
tensions of generative thinking and rational thinking as identified by De Wit and Meyer
(2002). This may be indicative of the transition of some managers from founder/producer to

manager role.

As the previous section of strategy development revealed a number of case founders began
the business in entrepreneurial mode following their primary interest and expertise, i.e.
non-business background in television production and animation. Through the course of
company development, transition and growth the founders were required assess their role as
manager and the responsibility for the organisation. Learning from crisis emerged as a
strong theme. The risk-taking, intuitive mentality giving way to a more cautious and
conservative approach, an adverse attitude to risk and adopting more formal procedures and

planning.

For Alpha’s managing director Alan the merger of the company and subsequent growth
required changes to his management approach to the business. Adaptation to the new
structures and place in the organisation involved great changes for this manager.

“They have a proper company structure and they have insisted on the same structure
being put in here so I have moved from being an owner operator manager producer
of a company to the CEQ of a company that now has a management team, small but
at least it has focus and a start — head of production, head of drama, head of finance
and I sit above that and they all answer to me”.
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While Alan still retains some autonomy, financial and strategic decisions have to meet with

board approval. Alan had to change his old approaches to decision making:

“Within the first year of being part of the group, 1 did things because 1 was used to
doing things with no reference to anybody and 1 should have cleared things and 1
learned it was a big mistake and a costly mistake™
He feels that the more formal structures and processes in place is of great benefit and
avoids closed rash decision making which can cost the company dearly. The new structure
has taken some uncertainty from decision making and Alan would admit a more
“conservative” approach and less risky. Incorporating planning is proving to be of great

benefit, allowing Alan to set direction for the growth of the business.

This sentiment is echoed by Fergal, Managing Director and Founder of Lamda. His role has
developed considerably in the course of Lamda’s 25 year development, from producer to
manager:

“Well you start the business as a producer that’s the choice you made when | left
college | was going to produce but it quickly became, | had at various times from 35
to 60 people when you are employing that many people in a changeable industry
you don’t really have time to do projects you just have to manage - the financial,
structural personnel”
He recognised that at early stages his management skills were quite deficient, training was
“on the job”, supplemented by management courses as the opportunity or need arose:

“Because there was not time to ever train properly. It was very much on the job.
There would have been various courses to meet specific needs that [ would have felt
I was lacking in but it would be focused stuff — a day or two there”

After 25 years growing the business Fergal now a takes a back-step to managing television
production, he delegates production responsibility, recognising his limitations.
“Now I feel [ am trying to delegate most of the working end to guys in their thirttes
who would be much closer to the creative cutting edge than 1 would be”.
He now embraces more formal planning procedures and a conservative position but
balances this with an emphasis on ‘younger people’ in the business and their contribution to

the process.
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“You do [more conservative in approach], but what you want to do is have a few
young people in behind you who are not conservative driving it, you get tired of
testing new things that’s inevitable but again that is the buzz of it too”

The directors of Gamma reflect that in the initial stages they were still very ‘art-orientated’
as opposed to having business drive. Much of this was due to the fact that they were
following their primary interest and expertise - animation. Following their initial small-
scale successes capital was almost non-existent and no offers for work were forthcoming.
The need to effectively manage and develop their business became paramount. This
required specific role allocation: management of the business and development to Des and

management of production to John.

A growth in the business meant that the managers had to step away from the day to day
management of productions and role of producer and adapt to role of manager and the
responsibility that came with it. More often than not this involves delegating production

responsibility to managers and staff.

Fergal has the advantage of 25 years growth with L.amda. He stresses the importance of
delegation to ensure he focuses on the management of the business, as opposed to
production:

“Without delegating in this business you would go absolutely mad, from a
management point of view, if you can not step back from the project...you would
never get around to the strategic planning; you would never get to thinking beyond
‘have we got a programme for tomorrow night?” And you only get that with good
people, good committed managers.”

(l.amda: Fergal)

This sentiment is echoed by the managers of Gamma and Alpha, still struggling adapt to
management as opposed to production.

“The delegation has worked to this point and now people are responsible for their
own things and again everybody has targets to meet”
(Gamma: John)

“1 have yet to learn the ability to delegate the way 1 should because 1 am still

working as hard as I did if not more before the structure was put in place™
(Alpha: Alan)
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Beta, Delta and Sigma are three case companies whose management changed, bringing a

new dynamic and their experience and training to the role.

Betas’ Managing Director, Carl, is not the founder but originally one of the directors. By
2000 a number of different companies had spawned from the initial business, some were
not seeing a return in all the activities. The company was restructured, and Carl took over
from the founder, taking a majority shareholding and the position of managing director, set
to transform the fate of the television company. Carl’s background is in accountancy and
management consultancy. He believes this background has some advantages over that of a
producer; it gives a more lateral view of things and provides some thinking that is “outside
the box™. Carl’s priority was to go back to business and financial basics, indicative of his
training and experience, and create renew-ability, reliability and reasonable cash flow

before the company could develop — revealing pragmatic characteristics.

Similarly, Sigma’s founder, Peter, first hired lan to compile a business plan for a new
animation division. Eighteen months later he was taken on as managing director. Peter’s
position became one of chairman and executive producer, allowing him more control in the
production arm of the business. lan’s background is in business and is a trained chartered
accountant. The first years after lan joining as managing director he found that for all the
company’s aspirations it was relatively commercially naive. The task was to take the
relatively “hippie” company and turn it into a business, bringing a pragmatic commercial
sensibility to the business, indicative of his experience. Interestingly, the nature of the
industry is such that projects carry risk and high financial investment, and managers can not
be overly cautious or restricted. Ian describes himself as entrepreneurial:

“you need a very strong entrepreneurial drive, you know an entrepreneur is
someone who takes risks for reward, but the risks in this business are huge, and to
manage that requires a particular type of person, and 1 suppose thankfully, to an
extent I am in that category, you have to be able to mix that commercial with the
creative, you have to be able to ensure that the company goes forward”

Delta’s Executive Chairperson Mary took over the management of the television division in
the early 1990’s while the founders concentrated on developing their successful stage show

projects. At that time the TV production arm nearly disappeared while management were
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consumed with other projects. Mary’s background was in television production and she
worked extensively in the UK and {reland in the 70’s and 80s. Her role then was to build
up the portfolio of work and maximise activity. Her role now has evolved from manager of
TV productions to executive chairman of the group of companies under Delta, responsible

for the development of the business.

Mary expresses the importance of a more structured strategic process as a consequence of
complacent behaviour which led to a crisis.

“you have to plan it but you have to be ready to change at any time, there must be a
plan and you cant go from one day to the next without knowing where you are
going, you have to put strategies in place and you have to be prepared to put in the
infrastructure to build on those strategies but maybe be open to the fact that the unit
or production that you had planned for that strategy might not be the one”

(Delta: Mary)

Planning and preparing for change one would expect a risk-adverse attitude. On the
contrary, Mary reveals that there inherent risk in the industry, particularly when placing an
emphasis on domestic broadcasting that is accepted:

“It is the risk of the business and you just have to accept”

She reflects on risks and inherent unpredictability of the business, in particular an example
where they took on a large project and investment ‘because we decided it was a good thing
to do’, in which they lost money. On the back of this large production they have recently
received a similar large contract. The mindset is bullish, idealistic, resting the future
business on hope:

“At the time we were investing the money in X, we didn’t know that anything else
would come down the line, so we have got to prove to ourselves that we can handle
the biggest gig that can come in and to handle it well and hope that other things will
spin out of that, its hope and a finance director doesn’t put much store on hope, it
was funny 1 went into him this moming to tell him about Project Y’ 1 told you it
would work out” “you hadn’t a clue it would work out”. That is just the nature of
the business”

The unpredictable ‘nature of the business’ validates in someway the unscientific approach
taken, which is supported by past experience.

“[staff] get scared when things they worked hard for, and it doesn’t come off and

they don’t get, I would always say to them, ‘in the last ten years was there ever a
year when business didn’t come in and sat here and nothing happened’ and actually
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that has never happened and they say it could happen tomorrow but in my
experience, the amount of work and effort they are putting in will bring dividends, it
might not bring in the dividends you expect or it might bring in three small things
when you wanted one big thing to come in ...it is not very scientific and T am sure
Tony O’Reilly wouldn’t run his business like that, so at one level you could say this
isn’t a business at all,

Drawing on the Bourdieu’s theory of social practice the outcome could be viewed as
dependent on the ‘semi-conscious mastery of local rules” — upon a ‘feel for the game’
whereby actors, in this case, Mary, responds instantancously and effectively to the

uncertain ambiguous situations of practice (Whittington, 2002: 6).

Company growth requires an efficiency of operations and a change in management. From
the cases explored here this change manifested itself in one of two forms: a change in the
management style of the founder or a change brought about by a new manager. It required
the managers to look beyond the management of productions and commissions to the
management of the business into the future. Most notably, the inherent unpredictability of
the domestic market and the intuitive risk taking experience of the manager is in tension
with the perceived necessity to formalise activity and procedures and engage in strategic

activity such as planning

6.2.5.2 Outsider Influences

A number of cases reveal the influence of external persons on the strategy development
process including consultants, strategy workshops and government agency support. This is
supported in the literature of outsider influence on small firm strategic planning (Robinson,
1982). The outsider interaction caused some managers to be more motivated and committed

to planning activities, often compensating for owners lack of management and planning

skills.
Alpha participated in a number strategic planning workshops held by Screen Producers

Ireland and followed up these workshops by working with the consultant on a one to one

basis. The use of the consultant proved to be of great value to the company according to
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the Manager, providing a fresh approach and thinking which is unbiased and was outside
the day to day operation demands:

“[she is] able to look at what we are at completely clean of any baggage we have
got here and has hit the nail on the head with regards some of the issues that we are
trying to address here”.

(Alpha: Alan)

The interaction with outsider influence caused some cases to take planning more seriously
and become more motivated to allocate the time necessary. It also allowed the manager to

get the manager away from the demands of day-to-day operations.

Alan now champions a great emphasis on planning. He doesn’t believe growing the
business to a degree and scale can happen by accident, it has to be planned for, and not
planning beyond commissions is planning for failure. The plan provides alternatives, so
there isn’t a reliance one decision which they have little control over.

“If you don’t plan for success it won’t happen”

Lamda’s managing director Fergal also values outside influence of board members, and
consultants in the strategy process, specifically when strategically assessing the business,
formulating plans and using techniques such as S.W.0.T. Similar to Alpha, the external
facilitator comes unbiased and without an agenda:

“Well I always thought the SWOT was useful, it’s a simply technique, | would tend
to bring an external facilitator, a few people | know we have used at various times
who come in with no knowledge of our industry and we get the charts out and throw
the ideas around, that’s useful, rather than you driving it, because if 1 drive it, there
is always an agenda, so you want to get those out of the way”.

Moreover, Lamda also used external “Future Search™ consuitants to facilitate a strategy
away-weekend.
“A future search is a large group planning meeting that brings a 'whole system’' into
the room to work on a task-focused agenda.... In a future search, people have a
chance to take ownership of their past, present, and future, confirm their mutual

values, and commit to action plans grounded in reality.”
{Weisbord and Janoff, 1993)
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The company took away all the staff on a strategising weekend for three days. The outputs
from the workshop acted as inputs to the company’s formal planning process and as an aid
to future decision making in the company. The goal of Lamda’s workshop was:
“To discover our common thinking and vision on the future of Lamda’s business
and to prepare and outline strategy / action plan for realising that future”.
(Company Document)
The cases of Beta and Sigma are interesting as the ‘outsider influence’ made the transition
from board member, and consultant respectively, to managing director. As the previous
sections revealed their objectives were to turnaround the business, from a “hippie”
company of the creative founder to a “real business” (Sigma) bringing their financial and

commercial sensibilities to the fore, advocating more ‘renewability and reliability’ (Beta).

Beta also benefited from the support of a government agency, getting a feasibility grant to
look at the external market to try to establish what their unique offering was.

“Why would people in other territories buy programming from us or ideas from us
so we have done that and we have created a pretty tight focus on what kind of
genres of programming we want to make and where we think we have something
unique to bring to the market”

(Beta: Carl)

The Gamma case highlights an opposing outcome of consultant influence. Early on in the
business development Des and John hired a consultant, as they recognised their own
shortcomings in management but found themselves becoming overly dependent on him and
used him very much as a “crutch” as. So they made the decision to go it alone and embrace
the learning process.
“So we decided to go out on our own and learn as we went”.

The absence of a consultant and explicit plans gives strategists the opportunity to merge
thinking and acting and to form strategies through learning (Mintzberg et al, 1998; De Wit
and Meyer, 2000). It might also be indicative of the entrepreneurs need for independence

and self-reliance and a need for the business to be self directed.
Overall, the findings support Robinson (1982); outsider planning consultants supplement

the owner’s lack of planning orientation, skills, time allocation and commitment. The

consultants came unbiased to the agenda of the business and provided value input that was
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outside the day-to-day operations of the business. In two cases, Beta and Sigma, the
outsiders involved, a board member and consultant respectively, became the managing
director. The exploration of outsider influence highlights that the legacy for the receptive

management differs from case to case.

6.2.5.3 Strategy Practices

Do practitioners draw on tools, technologies, routines and procedures in order to act
strategically and generate strategy?

This section focuses the activities, tools and techniques used in the work of strategy. It
seeks to understand how strategising activity draws on established social practices, the
‘done thing’ in the sense of being accepted as legitimate and well-practiced through

repeating doing in the past (Whittington, 2002).

Firstly to the formal activities, the cases have shown how strategy emerges as the outcome
of managerial experiences within a political, cultural and environmental context, even if
formal planning procedures exist. In many respects this is reflected in the different ways in
which many organisations set about developing strategy. This is supported by the work of
Mintzberg (1994, 1998) who highlighted that in practice strategies often simply emerge, as
opposed to being deliberately formulated in implemented. Following from this Whittington
(2004) argues that it is a mistake to conclude that formal strategy does not really matter.
From a sociological viewpoint, strategy remains an activity that involves substantial
resources and has significant consequences for society at large. And from a management
viewpoint, formal strategy activities are something that many actors participate in.
‘Emergence has for too long been an excuse for retreat from the study of formal strategy-

making’ (Whittington, 2004: 67).

The process of strategy has identified that significant episodes or periods of flux in the
development of the cases brought about a break from the past, with the realisation that the
weaknesses in planning, financial control and lack of focus in the commissioning trap need
to be addressed. As section 6.2.5.2 revealed, the introduction of external influences such as

consultants had an affect on the strategising practices undertaken, leaving a legacy and
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imparting knowledge with the managers. The interaction with outsider influence caused
some cases to take planning seriously and become more motivated to allocate the time

necessary.

Lamda, the longest established has adopted formal procedures; 5 year strategic reviews,
yearly board meetings and mission sessions. A strategising procedure which warrants
attention for its novelty in the industry was a strategy away weekend carried out in 2000 for
their 5 year strategic review. There has been a substantial growth in strategy workshops as
a strategy development practice (Johnson and Scholes, 2002). Participants remove
themselves from the day-to-day responsibilities to tackle strategic issues facing the
organisation. Johnson and Scholes state that rather than just relying on tools and techniques
to throw up strategic solutions, a successful workshop process is likely to work through
issues in face-to-face debate and discussion, drawing on and surfacing different experiences

and interests.

Interestingly it was one of the only cases to incorporate all the employees in the process and
try to ‘harness’ their creative sensibilities in line with the business:

“This was a fantastic exercise, you brought all the staff, everybody, from every area
of the business, in effect what you do, this is about not only what management, I am
a great believer that people do what they want to do in this business, what they get a
buzz out of they do well, they don’t do what you tell them well necessarily because
the wrong people are in the business so its about creative, people doing what they
want to do and the key in a business is to try and harmess that with the object of the
business”
The 2000 strategic review exemplifies what advocates of the planning perspective argue are
its advantages: By setting a goal and then choosing a strategy to get there organisations can
be given a clear sense of direction. The weekend workshops expedite coordination between
all of the involved parties. ‘by having to agree on a joint plan before action is taken,
differences of opinion can be ironed out, activities can be mutually adjusted, and a
consistent organisation-wide strategy can be pursued (Johnson and Scholes, 2002). The

planning procedure directs everyone’s attention to the future, encouraged long-term

thinking and commitment. One of the difficulties of planning is that plans will be based on
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assumptions about how future events will unfold. The plan champion a less deterministic

perspective, incorporating scenario planning, and regular reviews to realign plans.

The plan is a document which allows the manager to reflect on what was realised and what
was unrealised.

“You sit down and you look at it and you find that you’ll have achieved some of it,
you will have forgotten about some of it, you will find that some of the projections
that were around and ideas that were around were off the wall, others were
incredibly accurate™.

(Lamda: Fergal).

Also as part of a larger group of companies, Alpha are feeding into a group strategy. So
they are now continually planning for the company; production; and staff development. The
plan looks at targets and what-if scenarios.

“We are just at that stage of writing and we haven’t gotten to any sort of first draft
we are just looking at what needs to be in it, yes there are certain targets we are
going to try and attain, we also have to plan for the eventualities of not hitting X
targets and what-if scenarios and have a number of options along the root ... its an
interesting process™.

Alan believes the adoption of more formal procedures has aided strategic thinking and a

break from past single-minded behaviour.

“It has made us a bit more conservative but I think that is a good thing knowing the
experience of where we are at now. But it has also made us think more about how
you strategically plan for growing in the future and where should we be looking at
developing, where should we put our emphasis on developing we were probably a
little too blinkered vision in the past”.
Alan’s experience of the practice runs contrary to what instrumentalists argue: plans work
as blinkers, blocking out peripheral vision, keeping organisations sharply, vet myopically

focused on one course of action (De Wit and Meyer, 2002).

Delta also hold quarterly strategy meetings to set direction, which emphasise a flexibility to
opportunities and change.

“We would meet quarterly in terms of strategy, sometimes it doesn’t work every
quarter, something happens and you have to get in there and do it, the plan would
be, every quarter to take a serious look at where we are going and why and be
prepared to change, even to stop things that we might have started if they are not
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going according to plan. And anyone in the senior management, we have a system
where anyone can call a session, if they are concerned about it, there is no point
waiting till the next quarter comes about because it is too late, you might need to
take intervention, or someone might see something new and say “I know we haven’t
geared up for this but I think we wait until the quarter end, sometimes that happens
but there is a formalised fairly structured system every quarter”

(Delta: Mary)

Planning revealed itself in many guises, not just as a formal procedure, It was valued as in
an informal way as it promoted strategic thinking about the business and its direction

“But at least writing it makes you think about where you are going, what you are
trying to achieve, setting out your goals and thinking about your environment you
are working in”.

{Alpha: Alan)

“It just forces you to think, that’s the best thing about a business plan. In putting
your whole business down on paper and presenting it to somebody who hasn’t got a
clue what you do and you have to make it so simple and bring it right down to the
core element of what it is — it makes it clear in your own head”,

(Gamma, John)

Lamda and Alpha were two cases which adopted formal strategy procedures. The use of
analytical techniques and tools across cases were limited. Lamda’s workshop incorporated
scenario planning and tools like SWOT (strengths, weaknesses, opportunities and threats})
are useful at yearly “mission sessions”. It aids competitor analysis and changes in the
market place.

“And on an annual basis we do a “mission session” which is usually a day which is
reporting on how we are operating to our strategic direction, I'm actually going to
do it more often, we have two board meetings a year on this kind of stuff where we
do a “state of the nation™ kind of thing — what have we done, where are we going,
vis-a-vis where we want to be — its SWOT analysis and that... Well I always thought
the SWOT was useful, it’s a simple technique, | would tend to bring an external
facilitator....with no knowledge of our industry and we get the charts out and throw
the ideas around, that’s useful, rather than you driving it, because if I drive it, there
is always an agenda, so you want to get those out of the way™.

Beta was a little more critical of business plans, quipping “paper doesn’t refuse ink™; Carl
differentiates his practice which is market driven as opposed to creation driven and

“unachievable nonsense”
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I mean I do believe in business plans, it is my background, but paper doesn’t refuse
ink, I know a lot of companies that have business plans and whatever else and they
are a load of nonsense quite honestly, they are unachievable nonsense. We would
have a business plan that is market driven rather that creation driven our premise is
saying “what does the market want, we will create what the market wants, in those
markets, at those times and here is how we will do it” rather than “we want to create
these kind of programmes to see does the world want them”

(Beta, Carl)

The exploration of formal strategy planning practices highlights how strategising routines
and procedures are confirmed and developed as a social practice (Whittington, 2002). The
practitioners participate in many activities, to consider the formal instances explored here —
these points of strategising praxis (work) might be board meetings, “mission sessions”,
strategy reviews or workshops. As the managers strategise they draw upon -- in a
structuration sense (Giddens, 1984) — a set of established practises available from their
social context. At the enterprise level these are the routines of the formal strategy process,
monthly/quarterly/yearly meetings; at the wider societal level (macro), working through
accepted analytical tools (e.g Future Search), or notions of appropriate strategy making

behaviour as propagated by consultancies, workshops or business schools.

As the cases have developed strategically the strategists begin to engage in regular strategy
practices or routine activity. However, as was evident in the cultural and political
influences on strategy development, the combined weight of routine and legitimacy, these
established practices can easily impose inertia. As was the case with Delta, established
routines and procedure led the company to strategically drift and they did not anticipate the

need for change, forcing them into a period of flux.

The macro level for the cases warrants closer attention. At precisely the point where many
managers outside of the cultural sector were beginning to question the purpose and
meaning of strategic planning, drawing on many of arguments and fallacies as outlined in
chapter 2, artists and cultural bureaucrats were moving in the opposite direction (Bilton et
al, 2003). Within the context of this study a number of training programmes and workshops
have been developed, for example Screen Producers Ireland Screen Leaders Programme

and Strategic Planning Workshop. Practices, such as planning, becomes a socially defined
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mode of strategy making behaviour in the sector. As section 6.2.4.4 questioned, is it just
going through the motions? The risk is that the plan becomes thought of as the strategy.
This resonates with Bilton et al (2003) as he attempts to disband the myths of management

and creative within the creative industries.

Biiton et al (2003) states that the myth of management propagates an image of strategy as
top-down bureaucratic planning, inflexible systems and blueprints, and specialist ‘expert’
knowledge, disconnected from the mess of creativity below. The view is that a management
style that is short-sighted, cumbersome and utterly ill suited to the particular managerial
challenges of the creative industries. This was pertinent among the cases largely dependent
on broadcast commissions. Manager Carl explains why long-term planning is futile:

“Most of us are dependent producers and within that scenario strategic management
development planning is very difficult in a culture where there is effectively a
monopoly with a myriad of small producers and decisions being made very late in
the day that the amount of planning that we can put into our business is dependent
on the decision of the top line being made”

(Beta: Carl)

‘Dealing with intangible assets, high levels of risk and supply chain dependency,
unpredictable markets and process, managers in the creative industry need to be more
flexible and innovative than most’ (Bilton et al, 2003: 213). Despite the need for a flexible
and innovative approach the outcome for some cases is a dependency on the domestic

market, innovation is absent.

Another myth of management perpetuated in the cultural sector is that strategy is seen to
consist only of the plan not the planning, the blueprint, not the rough drafts which preceded
and follow it. An as was evidenced in section 6.2.4.4 is becomes formulaic and mechanical.
It conforms to the demands of the system, ‘what they want to hear’, what is deemed
appropriate strategy practice and often what is demanded from stakeholders i.e. venture
capital, board members, governmental agencies but the ‘real’ strategy is more closely
aligned to the unpredictable and divergent quality of the creative process than to any
strategic blueprint. ‘As with any form of strategic ‘decoupling’ there are problems with this

dual approach’ (Bilton et al, 2003).
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A number of the cases have experience of developing semi-functional business plans, often
over-simplistic or over-optimistic, for external consumption; this is what they have been
asked for (i.e Board members, Enterprise Ireland, Venture capital, etc) — a problem that
arises is when companies have to produce a real long-term plan and be held accountable to
it: ‘It could be that arts organisations have become so accustomed to the ‘de-coupled’,
semi-functional version of strategy, that they have started to believe their own propaganda’
(Bilton et al, 2003: 214). Managers believe they are acting strategically but their behaviour

indicates otherwise.

6.2.5.4 Strategy Discourse

Keeping the social practice lens on strategy, a discursive approach to further develops the
above findings. Discourse is concerned with ‘all forms of spoken interaction, formal and
informal, and written texts of all kinds’ (Potter and Wetherall, 1987: 7). Recent interest in
discursive practice has prompted careful analysis of strategy talk, both academic and in
action. Knights and Morgan (I991) focus upon corporate strategy as a set of discourse and
practices which transform managers and employees alike into subjects who secure their
sense of purpose and reality by formulating, evaluating and conducting strategy. 1t is
especially interesting to consider the language of the managers in the case studies included
here as a number of them have come from creative/production backgrounds with little
formal management training. [n many ways the language of strategy has been adopted as a
form of rhetoric that makes sense of, legitimates and produces certain activities (Hardy et
al, 2000: 1230).

‘Planning’ and ‘vision” language has been adopted as a form of strategy rhetoric.

“That type of planning [commission to commission] is planning for failure because
if you don’t plan for success it won’t happen”
(Alpha: Alan)

“If you want something to happen you have to visualise it -- because if you can’t
visualise it, it is never going to happen”
(Gamma: John)
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“To discover our common thinking and vision on the future of Lamda’s business
and to prepare and outline strategy / action plan for realising that future”

(Lamda: Strategy Document)

Conversely, management discourse legitimises the absence of activity:

“Writing up a business plan for five years down the line is of little use when the
changes to the business are so great and dependent on commissions”,
(Delta: Mary)

“Most of us are dependent producers and within that scenario strategic management
development planning is very difficult in a culture where there is effectively a
monopoly with a myriad of small producers and decisions being made very late in
the day that the amount of planning that we can put into our business is dependent
on the decision of the top line being made”

(Beta: Carl)

It is evident that the effective use of strategic language can galvanise organisations into
action, achieved by providing guidelines and a means of communication. It can also serve

to legitimate the personal agenda of the manager.

In summary, the examination of the process and activities of strategising set out in
objective two have revealed some interesting findings. Traditionally strategy process has
been written about as though it is developed by managers in an intended planned fashion,
similar to the prescriptive schools, of design, planning and positioning as outlined by
Mintzberg et al (1998). Strategy is conceived of as being formulated, through a formal,
planning process, resulting in a clear expression of strategic direction, the implementation
of which is also planned in term of resource allocation and structure. The strategy then
comes about, or is realised in practice. However, in practice this does not necessarily
reflect how strategies are realiscd. For some strategy was absent in transition. Cases which
attempted to formulate strategies in such systematic ways, the intended strategies do not
become realised; or only part of what is intended comes about. Strategies emerged as
companies reacted to the challenges of the environment. Some cases were influenced by
what they believed was imposed strategy; there strategic choice is limited by the short-term

commissioning decision of the broadcaster. Strategy also emerged as an outcome of
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cultural and political processes. No one process accounts for the strategy development but it

is the complex dynamic of these factors that are at work in the organisations.

A sociological lens on the praxis of strategy reveals the work of the strategist - internal and
external. Internally management experience and training influences the approach taken.
Outsider strategy consulitants supplement the owner’s lack of planning orientation, skills,
time allocation and commitment. The advantage for the managers was that the consultants
came unbiased to the agenda of the business. It also reveals a legacy of strategic activity,
procedures, tools, routines and discourse to enable managers to enact strategy. The value of
the attention to practice is the insight gained into how the weight of routine and legitimacy
can impose inertia, managers can mistake the plan as strategy; they can neglect the need for

innovation and change.

Objective 3

To explore manager interpretations of the operating environment: what works and
doesn’t work in terms of context.

An examination of strategy in the context of the operating environment is valid for a
number of reasons. Pettigrew (1992: 7) states that one needs to be aware of the enabling
and constraining influences of various features of the inner and outer contexts of the firm
upon the content and process of strategy development. Context and action are always
interwoven whenever human beings make their own history. Eden and Ackermann (1992:
15) also highlight the importance of considering context when assessing appropriate
processes: ‘effective strategy making derives from doing it at a level, and in a manner,
which is contingently appropriate to the organisation within its own context’. The central
themes which emerged are synthesised in table 6.8 and discussed in the sections that

follow.

6.2.8 Culture Industry: Creative versus Commercial
A recurring theme in management discourse was the distinction of the television production
business. There were a number of aspects which management believed differentiated it

from any other business.
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Lamda’s managing director Fergal compares the business practices and behaviour with
other industries in which he is involved:

“People may be very critical of the management structures and performances of the
sector and to an extent there is some dislocation but I would say it is one of the
hardest sectors...The nature of the sector is such that it fuels certain characteristics.
You have a whole load of semi-lifestyle come voluntary behaviour and people move
in and out of it because of that and the market never matures tc anything very
stable. When times are good, it’s undercut by a lot of competition with a lot of
people coming in and out trying to break in and loving it and doing it for nothing
and the more established people are undercut in that environment, they’re carrying
overhead and then when its gets tight it’s crash and bum”

It was often characterised as a cottage industry maintained by owner/operators, a “lifestyle”

business:

“Increasingly so in Ireland it is not a business but a way of life, a lifestyle flows out
of a particular idea”
{Lamda: Alan}

People
Managers believed that the “creative” people that make up the sector are not necessarily

commercially orientated:

“Relatively few people are thinking strategically about their business again because
of the kind of people that got into the business, they may have been driven by the
love of the medium so they may not be commercially orientated and at the other end
of the scale you get people who will want to operate in the business because there is
a lot of “glamour” in it. Very few companies mix creative and commercial well”
(Beta: Carl)

“Creative people don’t join this industry to make money they don’t join this
industry to have a secure job they don’t join this industry to go up the corporate
ladder. “People aren’t in this business with the view to making a fortune; principaily
people are in this business because they want to be in this business, because they
enjoy [it], they get a buzz from it, and if they make some money from it that is a
bonus...

(Lamda: Fergal)

“The mentality of production companies is different to that of other industries™
(Delta: Mary)

“Well the nature of the business, long running projects and you are dealing with
more creative people, who love a project and maybe the management on this side
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will have to say “no, look, it won’t work™. There could be some companies who
keeping going, for 10 years on that one project”

(Sigma: Nicola)
Product
The industry is set apart by the product being produced:

“If we were manufacturing widgets we could do our marketing plans but we are
based on ideas and it’s the acceptability of those ideas and the short notice we get to
turn those ideas into television™.

(Beta, Carl)

“It’s different because at the end of the day the product that we produce is just a

video tape and the product of course is what is on the video tape. We deal in very

high budgets; for 2 TV animation series you are talking about 6 million Euros then

at the end of it you can fit it all on one DVD. It is not as tangible a product as if you

were dealing in manufacturing and it is not as straight forward as if you were
dealing in services”

(Sigma: Nicola)

That television production is unique is supported by O’Malley (2003: 17): ‘the product of

this industry is not another widget put a piece of content that has a diverse range of

applications and a significant depth of influence.” Television, along with music, theatre, and

visual arts belong to a category of products that has come to be known as cultural goods,

‘non-material’ goods which generally serve as an aesthetic or expressive rather than clearly

utilitarian function (Hirsh, 2000).

Financially

Financially is difficult to sell and to measure the success of the business —

“...as the business is based on ideas and creativity”
(Delta: Mary)

“Profits tend to be quite low, it’s a very difficult business, like most creative
industries are, so sustaining growth and even stability in that kind of environment

isn’t easy”
(Lamda: Fergal)
Carl describes that he must strike a balance between demands of creative and commercial

arms of the business:
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“there are relatively few companies that mix that well, which is the creative and the
commercial that is where we are trying to position ourselves “Can we be creative
enough that matches the market need but yet commercial enough to create some
margin and return?”. It is a thin line, if you are seen to be too commercial, certainly
in the domestic market, then you are seen to be uncreative”

The tension of commercial and creative in culture industries was highlighted in the context
review. A number of cases founders have production backgrounds and continue to be
involved in maintain production values. Saen (1995) notes that ‘‘like so much about
television, the producers role combines traditionally conceived of “artistic” and
“managerial” decision making into a hybrid activity in which artistic criteria and

commercial calculation impinge on each other’.

6.2.9 Competition
There are diverse managerial interpretations of the competitive environment, some
reiterating that the nature of the sector is such that a large number of small companies exist

vying for one predominant buyer.

Lamda’s managing director describes the competitive nature of the sector

“A whole load of semi-lifestyle come voluntary behaviour and people move in and
out of it because of that and the market never matures to anything very stable. When
times are good, it’s undercut by a lot of competition with a lot of people coming in
and out trying to break in and loving it and doing it for nothing and the more
established people are undercut in that environment, they’re carrying overhead and
then when its gets tight it’s crash and burn”

There are limits to collaboration because of the dominant position of RTE:

“Because of the dominant position of RTE, if I am going into RTE tomormrow and
you are going in after me to pitch against the same project there is a very limited
range of things that we can co-operate on”

{Lamda: Fergal)

This compares to the market for e-learning products which Lamda produces

“There is much more of a sense of being able to work together because it is an
international market...I can sit around the table with 10 other companies, this guy
does that and he is in south America, another is in China etc we are not really in
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competition because there are 1000°s of different clients out there and we can work
together”

Lamda was one of the few companies to discuss competitor analysis, and competitor
activity.

“At various times that we did the plans and we listed the competitors in each sector,
what you considered the top 10 companies, they would have changed virtually
without recognition, the last time we did it 1 think there was only ourselves and
Windmill were the only two that went through the period. And if you look now to
the top five...would have changed quite a lot in the last S years and even the people
would have changed, not just reincarnations with the guy who set it up first, there is
some of that as well”.

For Alpha, competition is not “cut throat”, emphasising the need for companies to
collaborate through co-production and co-financing and achieve advantage:

“Competition is good, it inspires you it gives you comfort to know that what you are
doing is not all wrong ...Well its not as cut throat ...There is a lot of coming
together, we work with other competitors to develop and co-develop”

(Alpha: Alan)

Companies compete on a bigger scale in international markets, where there position 1s weak
in a market dominated by ‘preferred suppliers’

“on the international market place the truth is there is and the cap, the determining
factor is how much money have we got to spend to build a position in that market
place and because if you look at UK, France, Germany and the US, the four big
markets, they are all dominated, as our tiny market is, by preferred suppliers, so it is
very hard to break into it unless you come along with a shit hot project that no one
else has thought of”

(Beta: Carl)

The organisation may compete in some markets and collaborate in others. Sigma works
primarily in the European market where they compete and collaborate in co-production
work, there is also the advantage of multiple broadcasters, the scope is not as narrow as the

domestic market.
6.2.10 The Key Challenges

The previous sections shed light on the characteristics of the creative industry within which

cases must manage. Management were vocal about the challenges and constraints
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influencing the strategy process, this included RTE monopoly; relationships & reputations;

responding to risk; range and diversity of projects; and research and development.

RTE monopoly: Buver/supplier relations

Buyer/supplier relations are characterised by a total dependence on the sole commissioning
broadcaster, RTE. The independent sector is often characterised by ‘dependent
independents’ (Saundry, 1998: 156). There is often a strict control of cash flow to the
producer through the life of the project. In return for full funding production companies

surrender the vast majority of rights revenues.

A number of companies are actively involved in lobbying to change to current legislation
on the way RTE commission and retain the rights.

“What we are doing as a company is getting involved in lobbying because the only
way the commissioning trap in Ireland is going to change is legisiation; it is not
going to change by lobbying the broadcaster or engaging with the broadcaster. What
we are actively doing and seeking to lead is very severe lobbying on government

(Alpha: Alan)

“Legislation is needed in the industry to control the power of RTE”
(Delta: Mary)
Currently RTE look for all the rights to programmes. The company feels constrained by
RTE, as their national broadcaster, their opinion is that their remit is to find programming
and value for the irish licence fee per Irish viewer not to have a commercial exposure to the
rest of the world, they don’t have a remit to find TV properties which have a world market.

They voiced their frustrations:

“RTE on a mood say, ‘ah no we re not interested’, it could be the best idea in the
world they couldn’t care less. People are producing 800 submissions a year for
tenders, 10% maybe 5% are commissioned — it’s a nonsense market from that point
of view”,

(LLamda, Fergal)

“There is one end user, for television product in this country, so there is no
competition, no security, in fact when the legislation came in and they had to spend
the money in the independent sector that was a great help for us, in independent

221



land, because there was guaranteed some money coming out. But then there were so
many companies that to divide that up no one was going to make a living out of it”.
(Delta: Mary)

Companies are struggling to gain control and ownership of their product.

There were diverse attitudes to RTE and the domestic market. The companies with primary
activities in television production and domestic emphasis, namely Alpha, Beta and Delta,
held the strongest opinions to the need for change on the part of the broadcaster. The
remaining cases, Gamma, Lamda and Sigma placed a stronger emphasis on international
business. For Gamma and Sigma this s a necessity in the animation business which is
fuelled by co-productions and co-financing. And Lamda allows only 20% of the business to
be broadcasting.

“We have sort of come to terms with what RTE are a long time ago and we realised
we can’t sit there moaning about RTE or you’ll never get anything done”
(Gamma: John)

“But there is no great heart in RTE to grow the independent sector other than what
they have to and that is not changing”
(Lamda: Fergal)
Relationships & Reputations

An emerging influence on development in the sector was the importance of networking and
relationships, with broadcasters and co-producers and also the company reputation
domestic and internationally. They play an important role in securing contracts and

developing internationally.

As section 6.2.4 revealed, Alpha gained a foothold into the international market through a
merger with an Australian company. The managing direcior made the contact initially
while networking at a TV market and the companies established a good working
relationship.

“The elevator pitch still works in this business”

Gamma secured the contract to co-ordinate the animation work for a major US production

which resulted in a significant boost to company’s profile. Gamma was one of a number of
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companies recommended for the job by an Irish animator working for the client. It is also
important to maintain relationships with broadcasters:

“The thing about RTE is they do have a value and its really if you are going

internationally, if you are going abroad and have a project it is very important to

have your own national broadcaster behind you even in spirit if not financially”
(Gamma: John)

This is cchoed by Sigina, who owes some of its success to its relationships in the market:

“I"d say it is the good relations with all the co-producers, for a long time, long
running relationships that have been strong and have worked well”.
(Sigma: Nicola)

Beta highlights that the relationships of staff with broadcasters in critical:

“We have got to be careful to, because it is a personal business, we have got to
ensure that if we take some of our key people, and put them making projects in
other markets, suddenly the projects from RTE wont come in, because they want to
deal with X, it is not a deal with Beta Television, that is why companies have no
intrinsic value, it is only the people”™.

(Beta: Carl)

In addition, the reputation of a company, based on its previous slate of productions is a
crucial factor in relationship-building; this is especially pertinent as they try to gain entry to
new markets and meetings with broadcasters.

“It is very hard to break into it unless you come along with a shit hot project that no
one else has thought of”
(Beta: Carl)
“We have worked with the biggest directors in the world and that gives you a
springboard for people to listen to you. It is reputation building...and the X
dimension opened doors for me, people would talk to me who didn’t know who you
were at all before, Americans in particular and you just say we are the producers of
X and you want to see them and they just came and saw you
(Delta: Mary)

In this view, whilst informal networking and established relationships can be advantageous,
reputation can be the key way to securing commissioning meetings. This can also lead to

‘preferred supplier’ relationships (The Research Centre, 2002).

Responding to Risk

Risk is a central dilemma for all businesses — how much to shoulder, how much to avoid.
For the cases the dilemma is particularly acute due to the inherently unpredictable nature of

commissions and investment costs.
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Managers admit that there is risk in the business, due to the high costs of resources —
research development and staff — but its calculated risk, investing for the long term.

“If you get it wrong, you’ve invested all this money and you can’t get it back...you
have to keep the shop ticked over while at the same time you are investing in all this
development work”

(Sigma: lan)

“I mean the whole animation industry is risk in that we spend a lot of money every
year developing projects in the know that, as I said, one of these will work. So that
is risk but it is all research and development really. ....well you have to do it just for
the longer term survival... Everything is a calculated risk”

(Gamma: John)

On a 60-80% concentration on domestic commissions — the risk and uncertainty is accepted
by Delta.

“It ts a bit of a risk alright, it is a tricky one...you think “oh god I really have a lot
of investment here, if this goes down the tube I am really stuck” and yet you have to
put a lot of commitment into getting and keeping it right, I think there is a risk, it is
the risk of the business and you just have to accept™.

(Delta: Mary)

The perception of independents occupying a volatile position in the market is used by some
cases as a justification for avoiding risk in the financial control of the company. Beta is
more risk averse than others, avoiding large capital investment. They have little to lose
except their reputations:

“There is risk, it is part of the attraction of the business too in some ways, now you
are not risking a whole lot, we don’t have a lot of capital employed in the business,
if we went bust in the morning, we don’t have a lot of personal guarantees, what we
are going to dent is our reputations. So the risk — reward, the reward is potentially
limited, but so is the risk, the risk can be managed all the time because you cannot
expose yourself to risk that you cannot carry, which is a limiting factor”.

(Beta: Carl)

Range / Diversity of projects

A number of the cases are operating in core genres since inception: entertainment; factual;

drama; film; animation; corporate.

From some cases a number of genres serve to complement each other. Carl describes how

he has created a focus range of genres, the choices reflecting long-term viability of work.
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“we have created a pretty tight focus on what kind of genres of programming we
want to make and where we think we have something unique to bring to the market
and we have identified that as entertainment formats, drama which just over a year
ago we set up Beta Films to look at both TV drama and theatrical — movies and
those are the two key areas, I mean we looked at documentary but its too one off we
come up with a fantastic documentary idea and what do we do next”

For Delta their priority is building a portfolio from long-running series to reap the
investment.

“you have to have something to ensure it runs as a series, to probably get three runs
at it, to make our money on it and then our investment in this first series is really
worth it”.

(Delta: Mary)

For Sigma that have developed a successful format of animation series, and the product
system in place is effective, they can now consider a range of other projects

“Going into more live action, diversifying, not just animation. We have our
structure now of 26x26, they are long running, good series, but now to have that
plus and we a can bit more risky, we can work bringing those in.”

For Lamda a diversified portfolio of work serves as a means to spread risk and remove the
company from a dependency on the domestic market

“But we have to diversify out of Ireland; the key thing is to spread your risk. You
know 1 think broadcasting in Ireland is static there is no more money going into it,
there is no indication of any growth”

(Lamda: Fergal)

As the current activities section (6.2.2) the cases are developing a range of programme
types and embracing new product activities including ancillary products and new media.

“1 think if we can within the television end of the business create more broadband
opportunities and we’ve done in the digital media area, create some sales with our
format rights and develop the drama side of the business we are looking to try and
broaden the base of the kind of content options that we have but also we need to
broaden the base with one major supplier”

(Beta: Carl)

Sigma is looking to pursue ancillary opportunities to compliment its portfolio, involving

merchandising and gaming.

225



The range of portfolios is diverse, as is the sector, and the diversity of genres and new

media are used to compliment existing work.

Research and Development

In the current commission cycle companies face difficulties in funding research and
devclopment. “it’s aiways chasing your tale”: Most independent companies work from
commission to commission with their production fees used to fund overheads or gaps in
production, allowing very little room for investment in research and development and

making it extremely difficult to employ staff on a continuing basis.

A number of managers express the importance of investing in research and development for

future growth. It is often closely linked to gaining contro! and ownership in their product.

Alpha stressed the importance of thinking strategically about the future of the business
placing an emphasis on development

“Where should we be looking at developing; where we should put our emphasis on
developing? We were probably a little too blinkered vision in the past”.
(Alpha: Alan)

“...Control in what you are making and holding ownership in some of the product

because it is only when you hold ownership in it that you can make profit from it.

You can sell it, make profit and that profit can get re-invested. Because very few

companies | would think have actually the money we have spent in the last two

years in research and development, they simply wouldn’t be able to do that, it is just

that we have had the volume and we have chosen to plough it back that way, we are

lucky that we have shareholders here that don’t mind reinvesting to develop
it...R&D is what it is all about, you have to spend money on development”

(Delta: Mary)

It often requires heavy investment in people and techinologies. Delta has invested heavily in

contracting an established UK producer to work on research and development, allowing the

company to develop a position in the UK and its portfolio of work. Mary admits that they

are lucky in the market to be able to do this.

(Gamma, after realising the need develop the business beyond commissioning from RTE,

invested heavily in animation technologies, rare for an Irish company, but standard industry
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tools in Hollywood. This proved highly valuable when securing international contracts.
One of the partners Des is now committed to research and developing the US market

“That it is not just project development its future development”.
(Gamma: John)

Uniquely, Sigma’s perceived the deficit in terms of talent to creatc a product as opposed o
market emphasis:
“The reality is that we can grow the company to a certain point, the deficit in the
market place out there is not in people to buy our product but the deficit is in the
talent to create the product, and we have a very good talent team here, but they can
only do so much”

(Sigma: lan)

It is evident that companies face a number of challenges on the road to expansion, and the
exploration reveals that different responses yield different behaviour on the part of the
cases and influences their strategic development. Challenges include striving for
independence from the sole commissioning broadcaster; building and maintaining
relationships with producers and broadcasters; establishing a reputation domestically and
internationally; managing risk; making decisions regarding diversity of work and an ability
to invest in research and development. The Rescarch Centres’ report entitled “Risky
Business” (2002) identifies similar challenges of growth facing regional SME’s in the UK
independent television production sector. Within the Irish context, just one dominant
broadcaster makes it crucial that companies think beyond the confines of the domestic

market and its constraints to ensure growth.
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6.3 DISCUSSION
The previous section structured the findings and themes within the objectives of this study,
displaying the pattemns of strategic development and strategic activity in relation to the

literature. The areas of foremost significance will now be discussed.

6.3.1 Strategy Process

An optimal strategy for all firms in a given context does not exist, due to variations in
learning, culture, personalities, experiences and goals of actors within the firms (McCarthy
and Leavy, 2000). This section does not intend to prescribe the optimal strategy for the
cases but seeks to understand the choices and paths taken and the consequences of

behaviour.

The cases display a variety of responses to their circumstances and within any one company
such responses are not necessarily consistent. Firstly to the strategy development routes
through which the cases have passed. Figure 6.1 outlines the paths as revealed in section
6.2.4.

Figure 6.1: Strategy Development Routes

Cultural & Environmental
political
Absent Intended Realised
et | >
Unrealised Emergent

Adapted from Johnson and Scholes (2002: 76)
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The extent to which cases strategically evolve within the context of the television
production sector may be considered along the following continuum, adapted from the UK

model set out in Chapter 4, and will be considered throughout the discussion.

Figure 6.2 Strategic Evolution/Business Development

Strategic Evolution / Business Development

The The International
Commissioning Cross-Platform
Frap Media Company
= One-off commissions * International markets
INNOVATION
» ‘At the mercy’ of RTE = Close longer-term relationships

with major broadcasters
* 39 panty distribution ORGANISTION
. =  Diversified revenue streams
»  RTE exploiting ancillary revenue

streams *  Own multiple business units
OWNERSHIP RIGHTS o Distribution

o Interactive
o Consumer products

=  Potential multiple genres

Adapted from Anson (2003)

Strategy Absence/Inertia

The first area that warrants further discussion is the absence of strategy. This absence of
strategy ts recognised by Inkpen and Choudhury (1994). Absence in transilion is
particularly in evident in the cases in the early stages as they “will not have a history of
decisions that have evolved into a coherent pattern and, therefore, it may be appropriate to
refer to strategy as absent in these firms’ (1994: 317). The strategy may be in the process of

emerging; until it emerges there is no strategy.

Taking a closer look at the circumstances and contextual factors surrounding the absence,

there are a number of environmental factors at play. In many ways the context encourages
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absence of strategy. Buyer/supplier relations are characterised by a tota] dependence on the
sole commissioning broadcaster, RTE. Typically the companies operate in a
‘commissioning trap’, function from commission to commission. Companies oscillate
between production and sourcing new projects, which can be difficult to sustain, it is highly
unpredictable and risky. There is often a strict control of cash flow to the producer through
the life of the project. in return for full funding production companies surrender the vast
majority of rights revenues. Founders are wrapped up in the day to day production and
tenders for commission that they lose sight of the business management and strategy.
Companies are effectively reacting to the environment with little control over their future.
Passive responses to the operating environment indicate an absence of strategy. This
dependent behaviour cannot be sustained, within the Irish context there is a necessity for
Irish companies to develop beyond the domestic market and a dependency on RTE, the
challenge is to do so. ‘The successful company is one that can look to the future and
develop strategies that can cope with the almost destructive crises that will impact on the
firm’ (Block, 2001: 168).

A number of the cases have displayed a greater sense of strategic direction and a pro-active
approach. Sigma and Gamma are actively pursuing international co-productions and
developing relationships and their reputations with producers and broadcasters
internationally. Lamda, recognising the constraints of the market and the unlikely change,
made the decision diversify around that and maintain just 15% of the business on domestic
productions. Alpha began developing formats with an Australian based producer which
ultimately led to a merger, allowing the company access to greater resources and more

opportunities.

Beta and Delta continue to concentrate a large proportion of activity in the domestic
market. Beta recognises the need for growth and is beginning to set the seeds for
international format sales and portfolio development. The case of Delta is particularly
interesting as it reveals that despite success in the domestic market the company ultimately
found themselves without a strategy. Two long running series through the nineties has

given the company continuous work, year on year. Routines are maintained but it’s

230



operational and strategically inert. So when external forces change this routine the company

found themselves in a crisis and through the transition without a strategy.

The exploration of strategy absence also illuminates the distinction between logical
incrementalism and ‘muddling through’ as distinguished by Quinn (1985). Strategists
operating within logical incrementaiism are ‘continually, proactively pursing a strategic
gaol, countering competitive moves and adapting to their environment, while not rocking
the boat too much so as to maintain efficiency and performance’. By logical it is reasonable
and well considered. Properly managed it is conscious, purposeful, proactive, executive
practice. This compares with ‘muddling through’, incremental in nature, but reactive and
ad hoc — opportunistic decisions are made to deal with unplanned an poorly controllable

circumstances

The study identifies the absence of strategy in transition, particularly for the cases in the
early growth stages as they sought direction but not neglecting that strategy may be absent
in a successful company. In the context of this study the ‘commissioning trap’ is suggestive
of absent strategy — reactive organisations, with little control, operating passively within
those constraints. Those cases that have strategically evolved have recognised the need to

think strategically beyond the constraining domestic market

Planning

The business start up phase was characterised by an absence of strategy, creative driven
management, an emphasis on production as opposed to formal business process and
activities. Defining episodes in business development bring with it the realisation that the
weaknesses in planning, financial control and lack of direction in the commissioning trap

need to be addressed.

Some cases embraced strategic planning and formal processes. The adoption of planning as
a strategic practice is propagated by macro influences: consultants, board members and
sector training workshops. The adoption of what is deemed appropriate strategy practices

highlights a decoupling of activity. Managers appear to face a dilemma: external pressures
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to demonstrate formalisation of managerial practices to acquire legitimacy from critical
resource suppliers and internal pressures to use informality and flexibility in their work
practices (Stone and Brush, 1996). Formal planning was useful and necessary to the
attainment of external validation or legitimacy and building commitment among
stakeholders; board members, volunteers, employees, buyers, and so forth to continue to
participate in the enterprise. Conversely in an ambiguous environment context such as
domestic commissioning for programming, little direct control over resource flows or
external events, planning efforts are easily sidetracked by exogenous shocks and planning

documents become rapidly obsolete

There is a danger that strategy becomes thought of as the plan, and that managing strategy
is thought of as the mechanics of the process. This also discloses the desired symbolism of
strategic management practice; it represents a ‘symbol of good management, not
necessarily by those who are being managed but invariably by the senior management’
(Eden and Ackerman, 1998). But the emphasis on the aesthetic and symbolic can be at the
cost of substance. Strategic planning is not a substitute for strategic thinking and acting
and when used thoughtlessly, strategic planning can drive out precisely the kind of strategic
thought and action it is supposed to promote (John Bryson, 1995, as cited in Eden and
Ackerman, 1998). This highlights the ‘grand fallacy of strategic planning’ - ‘because
analysis is not synthesis, strategic planning has never been strategy making’ (Mintzberg et
al, 1998: 77). This is supported by Heracleous (1998):

Creative, ground-breaking strategies emerging from strategic thinking still have to
be operationalised through convergent and analytical thought (strategic planning),
and planning is vital but cannot produce unique strategies which can challenge
industrial boundaries and redefine industries (unless it stimulates the creative
mindset in the process, as in the case of using alternative scenarios for the future)
(Heracleous, 1998: 486)

The strategy-making process tends to be ritualistic, reductionist, based on simple rules and

heuristic as opposed to revolutionary, inquisitive and inventing (Hamel, 1996).

This leads directly the next area of discussion, the perceived lack of creative strategy in a

creative industry.
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6.3.2 Creative People # Creative Strategies

The strategy literature advocates the need for strategic thinking which is creative and
innovative and beyond the programmatic routine systems. At a time when companies want
to be more creative, truly creative people do not feel they connect to them. And at a time
when people in creative industries need to engage with business they are not engaging,
‘which leaves people from traditional management backgrounds to run things, often to the
long-term detriment of creative organisations’ capacity to create’ (Bilton et al, 2003). That
the culture industries are fuelled by artistic minds does not guarantee that strategies are

creative,

The examination of the process of strategy development has highlighted the disparate
tensions of strategy formation within case companies, most notably passive positions to
environmental constraints versus pro-active approaches to strategy and development
outside of the domestic market. It is obvious that the domestic environment is unpredictable
and highly controlled. Tradition notions of strategic management which perpetuate as
bureaucratic control may be ill fitting in such a context but this should not justify ad hoc
approaches to management, in which companies are complacent. Managers in creative
industries are dealing with intangible assets, high levels of risk and supply chain
dependency, unpredictable markets and processes, this only necessitates the need to be
more flexible and innovative than most (Bilton, 2003: 213). Strategic management should
be viewed as encompassing imaginative creative thinking as well as strategic planning. As
Heracleous (1998) stated, the purpose of strategic thinking is to discover novel, imaginative
strategies which can re-write the rules of the competitive game; and to envision potential
futures significantly different from the present and the purpose of strategic planning is to
operationalise the strategies developed through strategic thinking, and to support the

strategic thinking process.

The Kilkenny Report (1999) “The Strategic Development of the Irish Film and Television
Industry” addressed the need for companies to view corporate business strategies as works
of creative imagination. ‘Strategic business leadership is itself an imaginative and creative

process’ (lbid, 1999: 100). Appropriately, the report notes that the importance of
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imagination is best understood by looking at the consequences of its absence: ‘lack of
imagination leads to mere imitation — to sameness, replication and easy reproduction’. This
results, at best, in “accomplished mediocrity” — in unoriginal products, processes and
commercial practices. The objective is to distinguish oneself and originate distinctive

approaches in the global industry.

6.3.3 Personal Style

People are recognised as the enactors of practice. The strategy as practice perspective
brings the focus to the managerial level, concerned with how strategists ‘strategise’
(Whittington, 1996). Section 6.2.5 explored the role of people, internally and externally, to
the strategy making process. In a small business context, such as the cases in this study, the
role of strategic management often rests with the senior manager, or founder of the firm,
who has direct contact with the market place and whose experience is influential (Johnson
and Scholes, 2002). The cases also exhibit influence from outside sources such as
consultants, non-executive board members and government agencies, so this section
explores their role in the process. Social theory casts light on the praxis of the strategy and

how individuals strategise; one area that emerges is personal style.

De Certeau’s (1984) work explores the improvisation and bricolage necessary in the
practice of ‘everyday life’ (Whittington, 2002: 6). De Certeau situates activity within the
rules, logics and operating procedures of our societies, but highlights the ways in which
individuals find tricks and stratagems to construct their own personal modus operandi of
life. Personal styles are critical to the manner in which individuals transform the procedures
of everyday life into their own particular practice (Whittington, 2002). Managers training
and experience intluenced their personal style. Briefly, Alpha, Gamma and Lamda are
currently managed by their founders. Their background is entertainment/television
production, animation and audiovisual production respectively. And management training
was very much on the job. Beta, Delta and Sigma are managed by persons other than the
founders. The new management brought their experience, training and a distinct approach

to the business.

234



The adoption of what is deemed as appropriate strategy practices is often coupled with
personal style of the manager. Formal planning was useful and necessary to the attainment
of external validation or legitimacy and building commitment among stakeholders; board
members, accountants, employees, buyers, and so forth to continue to participate in the
enterprise. This was often tied with was deemed appropriate by the manager in the context
of their work. The unpredictabie ‘nature of the business’ propagates a management style
that is often intuitive, high in risk and short-term focus on operations. For the cases in
broadcast production this revolved around the unpredictability of production and the

decision of the broadcaster, with managers relying on an unscientific ‘feel for the game’

and past success.

Managers of Beta and Sigma took over from the founders, with their experience and
training in management and accountancy. Their style was similar in that it emphasised the
need to introduce a commercial and financial sensibility to operations and turnaround the
business. For Beta this is an emphasis on cash-flow, renewability, profit margins and Sigma
takes a similar pragmatic approach with emphasis on short-term operational and financial

objectives.

Bourdieu’s (1990) theory of practice situates actors within the historical accumulation of
social experience that he terms ‘habitus’. ‘The habitus provides schemes of perception,
thought, and action that define for actors appropriate social practices, whose enactment
produces the further experiences which, of course, renew and maybe restructure the original
habitus’ (Whittington, 2002: 6). There is room for interpretation and discretion in what is
deemed appropriate strategy practice — as in these cases, managers may vary their skill at
which they play the rules of their social context. Outcomes can be dependent on the ‘semi-
conscious mastery of local rules” — upon a ‘feel for the game’ whereby actors respond
instantaneously to the uncertain ambiguous situations of practice or on a personal style

which emphasises a pragmatic conservative approach to the operations.
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6.3.4 Growth & Change

Strategy practices are not maintained throughout a life of an organisation. The findings
section drew on Johnson and Scholes (2002) historical perspective to examine the patterns
of strategy development. Strategic development of the cases revealed entrepreneurial
formation. Periods of flux or revolution are characteristic of organisational development.
The resolution of each revoiutionary period (crisis) determines whether or not a company
will move forward into its next stage of evolutionary growth (Greiner, 1998). The cases
typically encountered a ‘defining episode’, a term used here to describe a period of flux and
subsequent change in the strategy development process. These episodes reflect the internal
and external dynamics on the development of strategy. The business start up phase was
characterised by an absence of strategy, creative driven management, an emphasis on
production as opposed to formal business process and activities. Defining episodes bring
with it the realisation that the weaknesses in planning, financial control and lack of
direction in the commissioning trap need to be addressed. The patterns of strategy
development also indicate that strategising is very much episodic, that is, isolated to period
of change or flux, brought on my external forces such as a merger or new merger, or

internally by crisis of leadership or complacency.

However, it was evident that with the combined weight of routine and legitimacy,
established practices can easily impose inertia (Whittington, 2002: 9). It can be come easier

to replicate past behaviour than anticipate change.

The Delta case highlights how a long period of continuity and operational routine can result
in complacency and enforced change. Change was required to resolve the operational
weakness, the organisation was restructured. Hamel (1996) notes that when senior
managers talk about change, they are talking about fear-inducing change, which they plan
to impose on unprepared and unsuspecting employees, change is simply a code word for
something nasty such as restructuring or reorganisation. ‘This sort of change is not about
opening up new opportunities but about paying for the past mistakes of corporate leaders’

(Hamel, 1996: 75). The objective should not be to get people to support change but to give
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them the responsibility for engendering change, some control over their destiny. This

involves making strategy more democratic.

All the cases bar one, Lamda, indicated that only the manager director or senior managers
were involved in strategy making. Strategic decision making often rests with one individual
and their agenda. Even with the Lamda case Managing Director Fergal indicated he had a
gut feeling about the decision that would be made, but wanted the organisation involved in
the process to ensure their support. In the context of creative industries Bilton et al(2003)
states that at an organisational level, the separation between creative mavericks and ‘suits’
is more pernicious (Bilton et al, 2003). Clegg et al (2004) identify the role of power and
politics in decision making; often the ‘managerial elite’ have hegemonic control. Hamel
(1996) advocates that people should have a say in their destiny, a chance to influence the
direction of the enterprise to which they devote their energy.

Democracy is not simply about the right to be heard; it is about the opportunity to
influence opinion and action. 1t is about being impatient and impassioned, informed
and involved. The real power of democracy is that not only the elite can shape the
agenda.

(Hamel, 1996: 78)

Finally, The Kilkenny Report (1999) supports revolutionary change to ensure growth in the
sector. The report states that policy must envisage more rapid growth of independent
indigenous production. This new stage of growth requires more that mere intensification of
existing efforts, ‘strategy must envisage fundamentally different pattems of
development...this will require high quality strategic thinking® (1999: 32). In addition, the
report finds that for this shift in thinking participants must expect and prepare for change —
itudes, in imaginative leadership, in strategic direction and in modes of

operation.

It is evident that the companies should be more open and prepared for change and engage

more than senior executives in the process.
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Chapter 7 - Conclusions & Discussion
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7.0 INTRODUCTION

Following a thorough analysis of the findings, discussed in relation to the relevant theory,
this chapter presents the main conclusions of the study. The key themes that have been
identified in relation to the strategy development process and practice will be presented
first. This will be followed by a detailed analysis of the contribution the research has made
to current stralegy literature, the recommendations for participant companies and others in
the sector. The limitations of the study will then be discussed and the chapter concludes by

suggesting areas for future research.

7.1 STRATEGY PROCESSES AND PRACTICES

The overall objective of this study was to examine the strategising process and practices of
companies. Traditionally strategy process has been written in a normative fashion,
developed by managers as infended and planned, similar to the prescriptive schools, of
design, planning and positioning as outlined by Mintzberg et al (1998). Strategy is
conceived of as being formulated, through a formal, planning process, resulting in a clear
expression of strategic direction, the implementation of which is also planned in terms of
resource allocation and structure. The strategy then comes about, or is realised in practice.

However, in practice this does not reflect how strategies are realised.

Strategy was absent in transition. Cases, as young firms, did not have a history of decisions
that have evolved into a coherent pattern. Companies that continue to oscillate from
commission to commission, operate with an ad hoc management style, are short-term
orientated, and deal with issues of strategic importance as they come up or as a crisis
develops. This is incremental but reactive as opposed to being reasonable and well
considered. Properly managed strategy should be conscious, purposeful, proactive,

executive practice (Quinn, 1985).

In cases which attempted to formulate strategies in systematic ways, the planned strategy
does not become realised; or only part of what is intended comes about. Strategies emerged
as companies reacted to the challenges of the environment. Some cases were influenced by

what they believed was imposed strategy; there strategic choice is limited by the short-term
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commissioning decision of the broadcaster. Strategies are more or less successfully
implemented through people; their behaviour will not be determined by plans, Strategy also
emerged as an outcomne of cultural and political processes. It develops as a process of
bargaining, negotiation and political activity. No one process accounts for the strategy
development but it is the complex dynamic of this factors that are at work in the

organisations.

The defining episodes in strategy development also indicate that strategising is very much
episodic, that is, isolated to period of change or flux, brought on my external forces such as

a merger or new manager, or internally by crisis of leadership or complacency.

A sociological lens on the praxis of strategy reveals the work of the strategist — internal and
external. Internally management experience and training influences the approach taken.
Outsider strategy consultants supplement the owner’s lack of planning orientation, skills,
time allocation and commitment. The advantage for the managers was that the consultants
came unbiased to the agenda of the business. It also reveals a legacy of strategic activity,
procedures, tools, routines and discourse to enable managers to enact strategy. In analysing
discourse, language of strategy has been adopted as a form of rhetoric that makes sense of,
legitimates and produces certain activities. The value of the attention to practice is the
insight gained into how the weight of routine and legitimacy can impose inertia, managers

can mistake the plan as strategy; they can neglect the need for innovation and change.

The adoption of what is deemed as appropriate strategy practices is often coupled with the
manager’s personal style. Formal planning was useful and necessary to the attainment of
external validation or legitimacy and building commitment among stakeholders; board
members, accountants, employees, buyers, and so forth to continue to participate in the
enterprise. This was often tied with was deemed appropriate by the manager in the context
of their work. The ‘nature of the business’ propagates a management style that is often
intuitive, risky and short-term in focus, more closely aligned to an ad hoc and reactive

process than to any strategic blueprint.
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7.2 CONTRIBUTION TO THE LITERATURE

The strategy literature is advocating a move away from empirical restraint towards
engagement with strategy practitioners in the context of their work (Whittington, 2004).
This study of the strategising process and practice within the context the Irish televiston
production industry has made some important contributions to the field of strategic
management and management research of the culture industries. This research contributes
to the strategy process literature and the growing momentum of strategy as practice

research agenda.

The literature reveals a transition in strategy research from normative models of strategy
making. The process school of strategy has moved away from predominantly positivistic
epistemologies and economics, the basic foundations of the discipline to focus on
delineating and describing strategy processes, implementation and emergent, rather than
planned strategic decisions (Wilson and Jarzabkowski, 2004). This study contributes to the
strategy process literature that has ‘humanised the field’, opened up the ‘black box’ of the
organisation and revealed the managerial, cultural, political and environmental influences

on strategy process and change (Pettigrew et al, 2002).

Empirical findings were consistent with some of the prior findings in the strategy formation
literature helping to strengthen the process school of literature. Strategy emerges
entrepreneurially after a period of experimentation and discovery, centred on vision and
intuition of the manager (Mintzberg et al, 1998). The cases studied demonstrate the
incremental emergence of strategy, supporting the work of Quinn (1985); given the short-
comings of strategic planning in complex and dynamic conditions logical incrementalism is
advocated. Strategy is also an outcome of a process involving bargaining, persuasion, and
confrontation among actors who divide power (Mintzberg and Lampel, 1999). Findings
suggest strategy is largely undemocratic as managers possess hegemonic control over
decision making. A common theme of managerial discourse was the environment
constrained managerial choice. The organisation in then consumed by a reactive process —
reactive to an environment that sets the agenda. Mintzberg and Lampel (1999) maintain that

while illuminating the demands on the environment facing strategists and the effects on
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strategy formation, this reactive process is not strategic management. This draws attention

to the where strategy is absent, supporting the work of Inkpen and Choudhury (1995).

The research develops our understanding of strategic management in the small business
context, where the senior executive and/or founders experience is influential (Johnson and
Scholes, 2002). Patterns in the strategy formation process supplement the work of
McCarthy and Leavy (2000): the onset of a crisis bought the realisation among
entrepreneurs that they needed to address the weaknesses in the areas of planning and
financial control, resulting in the emergence of a more cautious outlook and a desire to

safeguard the organisation.

Drawing on the developing area of strategy-as-practice, the research sought to gain a deeper
understanding of the work of the strategist (Whittington, 1996) and contribute to closing
the gap within strategic management literature on the strategist and their place within the
strategy making processes: who is the strategist — academic background, sources of ideas,
view on the organisation and strategy processes (Johnson et al, 2003: 16). The findings
support the work of Robinson (1982) and Henry and Seidl (2002) — outsiders play a crucial
role in supplementing the process and engaging management in strategic episodes which

facilitate change.

The study shows how strategising activity draws on established social practices, the ‘done
thing” in the sense of being accepted as legitimate and well-practiced through repeating
doing in the past (Whittington, 2002). This is coupled with the manager’s personal style,
critical to the manner in which individuals transform the procedures of everyday life into
their own particular practice (De Certeau 1984; Whittington, 2002). Additionally the
language of strategy is adopted as a form of rhetoric that makes sense of, legitimates and

produces certain activities (Hardy et al, 2000).
The study also makes important contributions to empirical research into management in the

culture industries; despite their significance they have not received much attention (Lampel

et al, 2000). Managers in creative industries are dealing with intangible assets, high levels
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of risk and supply chain dependency, unpredictable markets and processes, necessitating

the need to be more flexible and innovative than most (Bilton et al, 2003).

The findings also highlight the importance of a number of debates that have occurred in the
field of strategic management. The paradoxes: logical versus creative strategies; deliberate
versus emergent strategies; evolutionary versus revolutionary development have
considerable relevance on how strategies form. Strategists are caught in a bind, trying to

cope with contradictory forces at the same time (De Wit and Meyer, 2002).

7.3 MANAGEMENT PRACTICE: RECOMMENDATIONS FOR MANAGERS

The strategy literature advocates the need for strategic thinking which is creative and
innovative and beyond programmatic routine systems. At a time when companies want to
be more creative, truly creative people do not feel they connect to them. And at a time
when people in creative industries need to engage with business they are not engaging,
‘which leaves people from traditional management backgrounds to run things, often to the
long-term detriment of creative organisations’ capacity to create’ (Bilton et al, 2003). The
findings of this study have important implications and recommendations for management in

creative organisations.

* Sustaining growth: A recurring theme from the industry analysis: if the companies
objective is to sustain and grow in the industry this cannot be achieved on the
revenue generated from Ireland alone; producers must gain independence from the
constraints of the domestic market and look outside of Ireland for expansion. The
examination of the process of strategy development has highlighted the disparate
tensions of strategy formation within case companies, most notably passive
positions to environmental constraints versus pro-active approaches to strategy and
development outside of the domestic market. It is evident that the routine of
domestic commissioning can be difficult to emerge from. Companies that continue
to oscillate from commission to commission, operate with an ad hoc management
style, short-term orientated, dealing with issues of strategic importance as they

come up or as a crisis develops. This is operational, reactive and externally
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controlled as opposed to being a reasonable and well considered strategy. It is

imperative that companies manage strategically.

Manage strategically: ‘The successful company is one that can look to the future
and develop strategies that can cope with the almost destructive crises that will
impact on the firm’ (Block, 2001: 168). The domestic environment is unpredictable
and highly controlled. Managers in creative industries are dealing with intangible
assets, high levels of risk and supply chain dependency, unpredictable markets and
processes, this only necessitates the need to be more flexible and innovative than
most (Bilton et al, 2003: 213). Tradition notions of strategic management which
perpetuate as bureaucratic control may be ill fitting in such a context but this should
not justify ad hoc approaches to management, in which companies are complacent
with little control over the long-term viability of their business. Strategic
management should be viewed as encompassing imaginative creative thinking as
well as strategic planning. As Heracleous (1998) stated the purpose of strategic
thinking is to discover novel, imaginative strategies which can re-write the rules of
the competitive game; and to envision potential futures significantly different from
the present and the purpose of strategic planning is to operationalise the strategies

developed through strategic thinking, and to support the strategic thinking process.

Planning: Strategising involves more than drawing up a plan; the ‘Grand Fallacy of
Strategic Planning’ is that ‘because analysis is not synthesis, strategic planning has
never been strategy making® (Mintzberg et al, 1998: 77). No amount of elaboration
will ever enable formal procedures to forecast discontinuities, to inform detached
managers, to create novel strategies. It highlights the importance of thinking
imaginatively about business strategy; properly managed it should be conscious,

purposeful, proactive, executive practice (Quinn, 1985).
Strategic Thinking: The Kilkenny Report (1999) “The Strategic Development of

the Irish Film and Television Industry” addressed the need for companies to view

corporate business strategies as works of creative imagination. ‘Strategic business
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leadership is itself an imaginative and creative process’ (Ibid, 1999: 100). The
report notes that the importance of imagination is best understood by looking at the
consequences of its absence: ‘lack of imagination leads to mere imitation — to
sameness, replication and easy reproduction’. This results, at best, in “accomplished
mediocrity” — in unoriginal products, processes and commercial practices. The
objective is to distinguish oneself and originate distinctive approaches in the global

industry.

Flexibility: It is evident that organisations face difficulties in developing strategies
in complex, changing environments; and the possibility that traditional mechanistic
ways of doing so are inadequate. Nystrom and Starbuck (1976, as cited in Inkpen
and Choudhury,1995) suggested that residents of changing environments need tents
instead of palaces because tents place greater emphasis on flexibility, immediacy,
and initiate than on authority, clarity, and decisiveness. A palace, like an entrenched
strategy, is stable and may be unresponsive to change. Explicit strategies, reactive
or otherwise, may act like blinders and block out a firm’s peripheral vision. This can
impede change because as a strategy becomes imbedded in the routines of an
organisation, it may also become imbedded in the minds of the strategists

(Mintzberg, 1990).

Engaging managers and ‘creatives’: Managers should be encouraged to
incorporate all areas of the organisation, tapping into the creative resources to
manage strategically. Bilton et al (2003) states that at an organisational [evel, the
separation between creative mavericks and ‘suits’ is more pericious (Bilton et al,
2003). Strategy can only come about by combining different ideas and dimensions
in the light of particular problems or situations ‘oscillating between recipes, maps or
images, and particular practical organisational realities’ (Cummings and Wilson,
2003). Bilton et al (2003) have highlighted that the conventional images of strategy
should not be “the be all and end all”, particularly if we want to continue to think
creatively. Strategy can be thought in terms of a game of dodgems, knitting,

anything that helps people communicate what they think is important to achieve. It
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emphasises the need to incorporate all staff in the process. Wilson (2003: 209)
believes there is much to be gained by an exchange of ideas between ‘traditional’
managers and ‘creatives’ from creative industries, most notably their ability to come
up with more creative scenarios for the future of the business, measuring creativity
as an ability to see further, deeper and without an embedded set of values or

paradigms.

* Democracy: Engaging members of the organisation in the creative process also
relates to a more democratic process as advocated by Hamel (1996); people should
have a say in their destiny, a chance to influence the direction of the enterprise to
which they devote their energy. ‘Democracy is not simply about the right to be
heard; it is about the opportunity to influence opinion and action. ..the real power of
democracy is that not only the elite can shape the agenda’ (Hamel, 1996: 78). A
democratic process can also serve to encourage innovation and change. By engaging
employees they gain control over their destiny, the objective is not to get people to

support change but to give them responsibility for engendering change.

7.4 LIMATIONS OF THE STUDY

No research project is without limitations; there is no such thing as a perfectly designed
study (Marshall and Rossman, 1992). Patton (2002) maintains that there are always
tradeoffs.

The study draws on the strategy-as-practice perspective; however, as an emerging area,
literature and research is limited. It is very much in the early stages of development. Debate
concerning conceptualisation, practice terminology, theory and objectives continue within

the strategy-as-practice academic community.

A limitation attributed to process research it that it has not researched deep enough. Access
proved to be the constraining factor in the choice of strategy and depth of inquiry. Access
refers to the ability to get close to the object of study, to really be able to find out what is

happening (Gummesson, 2000). While every effort was taken to overcome organisational
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concemns to the granting of access, assuring participants of confidentiality and anonymity,
ethnographic approaches proved unobtainable. Companies were concerned with the time
and level of access required and the presence of an external individual at time of heightened
strategic activity. This is due in part to the nature of the sector and the businesses operating

therein.

Case study was the chosen strategy of inquiry, incorporating documentary and interview
methods in a two stage process. This relies in part on retrospective accounts as a means of
reconstructing the past i.e. strategy development which may be limited by biased and
inaccurate retrospective accounts (Huber and Power, 1985; Miller et al, 1997). In order to
minimise and control this risk this research methodology closely followed precautionary

guidelines outlined by Huber and Power (1985).

7.5 FUTURE DIRECTIONS

Methodologically, the strategy as practice agenda sees no reason for researchers to detach
themselves through quantitative analysis of large data sets, it favours ‘a more intimate
relationship with the subjects’ (Whittington, 2004). The researcher should observe strategy
not only an attribute of firms but also an activity undertaken by people (Johnson et al,
2003). Access proved to be the constraining factor in the choice of strategy and depth of
inquiry for this study. Future research could adopt an ethnographic approach to the work of
strategy, this involves the researcher participating overtly or covertly in peoples daily lives
for an extended period of time, watching what happens, listening to what is said, asking
questions, collecting what ever data is available to throw light on the issues that are the
focus of the research’ (Hammersley and Atkinson, 1995). This approach would yield deep

insight into the work of the strategist, strategy discourse and strategising routines and tools.

Areas that merit further research include power and language. This study touched the
surface on power and politics. Clegg et al (2004) maintain that power underpins the
strategy making process. Future research on power and politics in the organisation would
tell us more about how decisions are made; the extent to which dominant elites exercise

hegemonic control over strategy-making; the democracy of the process. ‘The real power of
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democracy is that not only the elite can shape the agenda’ (Hamel, 1998: 78), which poses
the following questions: What is the extent of involvement from the boundaries of the
organisation? What voices are heard and stlence and what implications does this have on

the strategy-making process?

The language of strategy is ubiquitous. This study reveals the way the language of strategy
has been adopted as a form of rhetoric that makes sense of| legitimates and produces certain
activities (Hardy et al, 2000). Talk of resources, capabilities, markets, threats, futures and
so forth is very much part of the ‘lingua franca of strategy’. The terminology and tools that
accompany them, render such a subject knowable and meaningful (Clegg et al, 2004). The
emergence of the language of strategic management is one of the exemplars of the
interchange between macro and micro — consultancies, business schools, management
gurus, organisations and managers. There appears to be an impetus placed on gaining
fluency in the language of strategy (Clegg et al, 2004). What are the effects for managers

and organisations?

The findings suggest that strategy in organisations is not all- pervastve, supporting the work
of Inkpen and Choudhury (1995). Limited aftention has been directed towards cases of
strategy absence in the literature - where strategy is expected but is not. Future research
engaging in a longitudinal methodology and a process perspective should be aware of the
possibility that at times strategy is absent - no pattern or consistency in decision making.

What is the impact of this for managers and the business?

The significance of strategic episodes also merits further attention. Limited research has
expiored how the operating and strategy routines of an organisation are related to each
other, and how both are related to the generation of strategic change (Hendry and Seidl,
2002). This focuses research attention on the taken-for-granted ‘episodic’ practices, ranging
from informal (e.g. conversations) to the formally scheduled (e.g. strategy reviews,
workshops and awaydays), many have been acknowledged but have not been subjected to

any detailed systematic analysis,
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And finally, there is a need for further research on strategy formation in the context of the
small firm. Future researchers could develop an understanding of the characteristics of
entrepreneurs and what impact this has on the strategies formed. What is the impact of
informal and formal approaches to the business? There is a need for a comprehensive study
on the crisis faced by different types of entrepreneur, their features and properties, how

these crises are resolved and their impact on strategy.
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Appendix A: Industry Informant Interview Guide
Interviewee
Company
Date
» How would you define digital media?
»  Your role/role of IDA
o How does an international presence affect the sector?
* Can you tell me a little about the industry
o How simple/complex is the environment?
®= |n terms of competition and environment forces
o How static or dynamic is it?
o What is the degree of competition and rivalry?
» How aggressive is competition
o What are the drivers of the industry?
*  What is currently driving the industry to grow & change?
* Are there many new entrants?
* What are the barriers to companies growing or developing?
= What is the nature of the businesses operating in the industry?
o Size/Products/Distribution
o 1know there is a degree of clustering, Is there much collaboration between
organisations?
o What is the extent of internationalisation?
» Detail: alliances/ subsidiaries / Where are the opportunities
o Core staff / are many companies virtual?
* ‘The management capability has been identified as a strategic issue for the
development of the industry going forward.
o Do you have any comment on this?
o What has been your own experience with management?
= [sthere a conflict between the creative/culture which is art focused and the business
of industry and economics?

o Isthere a conflict of interest for managers?
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Is strategic management practiced (future direction, dealing with internal/external
environment, planning)
o Are the strategy processes
* Formal — business planning
» [nformal — emergent decisions

What types of strategy are pursued

O

= [s there similarities across organisations
o Strategic objectives of companies
= Where they want to be & their direction
o What is the extent of competitor and environmental analysis undertaken?
o What is the extent of external involvement of management
consultants/advisors?
Could you recommend some interesting cases

o Companies that might be open to participate in this type of project
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Appendix B: Sample Informant Interview Transcript

Name: Ms. X
Company: Enterprise Ireland
Date: 9™ December 2003

What would you define as digital media? What is involved in the sector?

What I would define as digital media is the creation of content in different mediums such as
animation, film, TV, audio, music; ii 1s the packaging and the management and distribution
of that content. That is the core of what I would see as digital media. There is the whole
thing of what you mentioned of convergence is very strong in influencing the definition, the
definition is somewhat of a moveable feast as it means different things to different people,
but I think that that is the best summation of it.

There’s a wide variety of sub sectors there...

You’d have, ranging from the pure content creators like a film producer or television
production company right along the chain to an IT company that is totally software
technology based. Maybe developing some type of software for a broadcaster, managing
there programming schedules, editing content that they have. So there is a broad range of
sub-sectors all the way from content to the management of it.

In terms of the industry, how simple of complex is the environment that the people are
working in?

Do you mean in terms of technology they have or..

In terms of competition and environmental force that are affecting there business is
making it more simple of difficult to operate

It depends on the maturity of the company and it depends on what sector they are in. So if
you take two examples, one would be the example of a TV company, 25 years in business
within the television sector they might not see themselves as a digital media company but
they are within that context they would have a very specific market environment that they
would operate in, it would be both domestic and international they would know who their
competitors are, the types of products and services that they do, they have an idea of what
their own uniqueness are and what their competencies are and they probably try and
leverage those on a fairly consistent basis. Then if you look and the more newer kind of
companies say an animation company that is developing its own process that revolve
around software for animation creation there in a space that’s evolving very fast that’s a
mix between web distribution and animation and possibly theatrical and TV distribution so
where do they fit in, they have to work that out, in that kind of scenario its almost a new
frontier, to those kind of entrepreneurs.

So it is specific to the company and its history or background....

It is, it’s the age of the company and the sector that it’s in, the maturity of that sector versus
the newness of that sector and they design the market forces around. And depending on the
competency of the management they are able or not able to respond to those market forces.
What is the degree of competition or rivalry between companies, is it the case that
they are working together or are they competing for pitches, and a high degree of
competition?

There is a combination of both, where they are competing for funding for projects such as
with the commissioning process in RTE or even for development money from the film
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board then they are definitely competing, they tend not to engage with each other on that
level while they are in that process, but where they are lobbying of where they want the
broader collective interests of them as a sector or industry they work together such as the
tax breaks of section 481 the whole film industry really pulled together really strongly. So
there is both, competition between them and who they perceive as their rivals both
domestically and internationally.

Globally, are we competing...are global forces affecting business in Ireland?

The industries are so different, its very hard to pin it down

Generalise? Epiphany

Would you say, if I was choosing companies that I focus them on one sector, whether
that is animation film or TV production?

No, I would say to you get a range of companies, maybe one or two companies in two
sectors, talk to them and maybe pick out what different or common about them, but then to
look at the hybrid type company, the company that’s a little bit different to say traditional
all TV production they are the ones that are going to be interesting.

A few years ago | was working at the Audio visual centre in UCD and I was a television
researcher there and we were making educational television programmes for RTE, they got
some kind of funding from the EU a development programme to buy audio-visual
equipment and they put in sound editing on a PC setup and they called it multi-media, and
we didn’t know what multi-media — we didn’t understand, now we know exactly what it is,
we don’t have any problem understanding it, the same with digital media, you can look at
industry issues that are kind of political and that are characteristic of each sector or you can
try and say ‘ok, digital media, multimedia, what is in there at the core that’s making it
digital media

So centre it there rather than the sector.

What’s currently driving the industry to grow and change?

First of all the massive figures for growth in the media and entertainment industries
globally, Pricewaterhouse Cooper have said that this is going to be a 1.4 trillion industry by
2007 any figures that you look at are totally off the scale so anyone within this space knows
that the projected figures for growth are almost recession proof, people consume
entertainment and they want to consume when things are going back and no mater what has
been happening there has been growth even when the economy is down, globally that
growth has still been maintained, so that’s the first thing, the second thing is the role out of
new technologies so the IT enabling capability of software to make production cheaper and
more efficient the different platforms that content can be distributed on, I’d include web
and telephones, picture messaging, SMS and the services available with that and then
ihere’s the digital revolution, if you want to call it, the switch off of Analogue in Europe by
whatever year it is..2005, the whole digitisation of content is driving new ways of looking
at how to produce and how to distribute that content.

Has that dropped the barrier for new companies? Is there a constant influx of new
businesses in the area?

Em, there are new businesses coming through, but not as fast as companies were coming
through post dot com, the ICT sector here began to kind of take hold and grow a lot of start
ups came through this organisation in particular the level within this sector wouldnt be as
high. There are new businesses being set up some of them are spin offs of existing
businesses, some of them are commercialisation of research being done in universities and
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some of them are groups of individuals or consultants or specialist individuals coming
together to try and create some kind of product or offering

Saying that, is there barriers to companies growing or developing?

Yes there are a number of barriers. The first is that within Ireland, in this sector its very
much domestic focused at the moment and therefore the market is very limited for sales the
barrier is that companies need to look outside of Ireland to sell but they need huge
resources and its costs a lot of money so they have to really focus in on one particular
market and they really want to know how exactly to do that, they are caught in a bind of
needing a first customer for whatever it is they are developing and that can take two years
to secure say if a content company is talking to Vodafone about creating and packaging
content for distribution on 3G phones it could take them two years to the point of money
coming in and that’s a huge challenge and in the mean time the biggest barrier is that they
don’t have seed capital there’s no specialist seed capital in this country for these kind of
companies and they probably need venture capital funding as well. And those are the
things that we are trying to look at and the recommendations in the Forfas report as well we
hope to try and implement them, so they’re the main barriers.

And the nature of business operating, what is there size..

They are a low base of company, they are traditionally under 10 people, they would be
struggling to have a turnover of €400 — 500, 000 a year, within the more established mature
companies that goes plus plus plus, some would have 20 million turnover. But within the
newer companies coming through it would be a lower base and low employment but it
seems to be that they can generate very high value with lesser people than in say a
manufacturing scenario or in a different kind of industry, if they can create a product again
and again and it becomes a brand and if only two people make that product it can have huge
value for the firm so that’s a new kind of business model that is emerging and there is a
challenge there for government in wanting to support employment and scale within
companies there is the possibility that the products are being created don’t need scale or
employment to create them but they can be of very high value so that’s the place where
policy and strategy would want to go next and it has not really been addressed

Is it that the government don’t recognise that a company can create value with a small
number of employees?

[ think they are recognising that business models are changing it difficult for the funding
structure to change

Is funding dependent on the size of the company?

It all depends, if they need money, they can get money from RTE, the media programme,
European funding programme, they have management development money available to
them it would be the same for film and animation companies, post-production companies
have less although they can avail of section 481 for some projects. When it comes to
Enterprise Ireland our bench mark would be that a company would have 1.3 million
turnover by year 3 and that would be for a company that’s starting. 1 can give you more
information in our brochures etc. We are trying to be very flexible with the audio-visual
sector as it was a few years ago, we set up special feasibilities, that were double the usual
level for these kind of companies that were starting off at a low base. It has had some
impact but not as much as we would have liked.

Do companies vary in start up capital etc
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Well they need to plough a lot of money into development before they can come forward
with an offer and that costs money ~ it’s a case of chicken and the egg really.

In terms of collaboration of work between organisations, I know the digital hub they
are trying to cluster organisations together and see how that works, and from reading
some of the digital hub reports, because they are in an environment there isn’t that
same degree of competition but they are working together and they might work with
each other on certain projects, does that happen a lot ?

Its beginning to happen, there are eleven companies in the hub between thc enterprise
Ireland incubation centre and the hub and they are beginning to structure their contact with
each other in terms of their management groups and they submitted documents in terms of
what they believed were important issues in going forward for them some of them would be
looking at joint projects together and at the same time they are all trying to get some “bread
and butter” money. So that’s happening at a company level within the hub. But at an
organisational level there is always collaboration especially when it comes to policy
making because we are all tied in together. So IDA and Enterprise Ireland would talk
together when we are working on our policies, | think we have both identified broadly the
areas that we would agree are the key ones, as with Forfas and their report, they would
agree we what we are trying to do. We have an ongoing dialogue with the film board
because of their company development projects we’d have an ongoing share of information
their.

[pause]

Just in relation to internationalisation, what is the extent of it, I know you were
talking already about the opportunity for growth outside of Ireland, are many
internationalising and to what extent?

For us as an organisation our target is our client companies would have a minimum of 80%
export a growth to that over a 3 year business plan. Our remit if you like is to support the
internationalisation of Irish industry. Within this sector currently there is a very domestic
state and companies would be competing with a very small market share in Ireland. Some
of the sectors are very internationalised in that they would be well practiced in going off
and using co-production treaties to develop negotiations where they sales and distributions
in different territories. So that’s a standard thing, Within the television sector they are used
to going off to these TV markets the US and Europe and selling their wares. Within the
animation sector there are a small number, maybe 3 to 5 companies that have a strong
international focus. Within the more technology based sectors the UK would be an
important market. So it depends on the sector. Qur ambition is to help them to
internationalise, we have been told by industry and we acknowledge ourselves that the
industry can’t grow at a ievel to develop a scale that can sit on all the infrastructure that are
there unless it looks outside of Ireland and we hope to use our overseas network and put in
place our assistance for companies who are hoping to internationalise.

And internationally where do the opportunities lie?

it’s a mix of markets, the UK is an important market because its accessible, the US is still
in development but its very expensive and very difficult to get into and you have to do a
hell of a lot of market research before you figure out you are even supposed to be there.
Depending on the sector, Germany has always been important for TV and France, and
Australia, there is a co-production treaty between Ireland and Australia. But there has been
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very few projects between Ireland and Australia and Asia is somewhere we have been
looking at — China Japan and Korea

There are trade links being developed that we would hope to be able to link these
companies into and we have done various trade visits over to the US and Australia with
companies in this sector and they have had varying degrees of success we have done this
for film TV and digital media companies.

What would be the background of management in these companies? Would it be in
technology, animation etc

Mostly they are coming from a creative background so you are not going to have a huge
amount of commerce and economics graduates. The management capability is a strategic
issue for the development of the industry going forward and has been identified as such.
When individuals are focused on trying to get projects in they are often very creatively
involved in those projects as the owner/manager of those companies and they then have to
take a step back at a certain point when they could possibly pull in a high value contract but
they then need to strategise very fast and they often don’t have the resourses of capability to
do that in both instances they can stall and not progress and they stay at the level they are at
they can up the ante on themselves and try and plug themselves into as much assistance as
they can. We have got a HR development management programme here and we have
several different ways of training and assisting managers and their companies. But the
main challenge is that they need to get a very strategic focus on where their business is
going and a card for them to pull away from the day to day running of the business and to
work that our.

Is there this conflict between the creative industry where its art focused and the
business where it is economics and money — is there a conflict of interests there for
managers”?

The conflict of interests is becoming less so and the lines between the two are becoming
less defined and I think that is just a system of maturity if you like. But where the creative
entrepreneur has to step back from what’s going on in the day to day level of the company
and has to start thinking forward to ‘how do I get into this market?” ‘What is my core
offering?’ “Where are my customers going to be in a year?” ‘Where am [ going to find them
now?’ On those levels of strategic thinking there needs to be a significant step forward.
You were talking earlier about staffing — at a core number of 10 — would there be
many companies contracting out work — are they outsourcing?

There are a lot of freelancers in this industry, traditionally in film and TV there would be a
lot of freelance contract work and those type of sectors are not the type to have 30 or 40 full
time employees because they just don’t operate like that. Companies prefer not to outsource
because that is an additional cost to their bottom line of the money that they are getting and
their margin ts reduced and where they can complete work themselves they will, and this
can lead to delays and problems delivering work on time.

The advertising model is probably well ahead and an interesting model to look at because
they are just so used to working to deadlines

In terms of project management.,

Totally, and they are extremely commercially driven, a total customer focus

So their business model and how they operate could transfer..

Yes I think its worth looking at.
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Going back to the gap in management skills and your experience with companies, do
they practice strategic thinking or managing strategically, or is it a case they do and
they don’t know....

No...the older companies with a track record in business do because they know the
language and speak with investors and funders and business partners and they have got to
that stage and they are going to be at a certain level after a number of years in business. The
younger ones coming through us, the assistance that they need is with business plans and
they can find trying to put a business plan together very challenging, they feel that have to
put a lot into it but don’t really know how to put it together. They feel it should be a
definitive document on how they are going to dominate the world market. The younger
companies tend to see strategising as a noose on their business when in actual fact we try to
encourage them to completely incorporate it into their business plan. So if a company
comes in the door to us, maybe they are two years in business with us maybe with a
turnover of 100,000 and they are looking at a contract to maybe bring them up to % million
and we say well what is your business plan and they say ‘well, uh, uh, we have to look at it,
take a couple of weeks with it’ we say look ‘it’s a work in progress, help you with a mentor
if you want - areas of finance etc ¢ and look at it as something that helps to focus your point
rather than something concrete, we allow for a plan to change but there is a difference
between that flexibility and nothing.

Is there many companies that are setting objectives for their future? Where they want
to be or their direction? Is it happening?

I think so, I can see it happening in the companies in the Hub definitely because they are
with each other aimost competing to do it and 1 suppose use the opportunities they have as
much as possible. So there is definitely awareness there to do it and willingness and want to
increase their capabilities but as I said there is difficulty there in finding time and also
money. Its going to cost them. When the owner manager is there writing up a marketing
plan they are not with their group of animators or tv production people.

So the objectives that companies have and the content of peoples strategies?

In terms of our remit of an organisation our aim obj would be that they increase growth and
increase export sales. What companies tend to look at is their sales pipeline over a period of
time bringing in a certain amount of development money for projects, maintaining key
customers that they have and trying to keep a consistency in getting work from them and
doing some new business development as they go.

Would there be many companies undertaking an analysis of the environment — whats
going to affect there future ete

I think they do with varying degrees of formality and it probably comes back to the scale of
the company. A company that can spend €50,000 to do a market research job in the states
and their perceived market over there is going to have to develop that into something more
sophisticated than the company that can only afford to look through the reports they have to
hand. Tt depends on scale and the size of money the company can invest in that activity.
Would there be much outside influence of agencies and consultants?

A lot of companies use consultants on a one to one basis. Usually, in my experience of how
they engage consultants, they are open to guidance and advice from people like ourselves
particularly if they have an area they want to address, ie looking at financial analysis. They
tend to source consultants on a personal basis, someone might have a personal relationship

278



with the company, someone who might have invested some money in the company or
someone in the family.

Again its scale and cost...

Yes and they use them for different things, I came across a company recently using a
psychology consultant they wanted to examine their own management capabilities and to
look and what their competencies were as individuals and what was creating barriers for
them in developing their business so that’s very different to accounting type consulting or
investing consulting.

So if you look forward into a knowledge based company and the type of consulting that can
happen in terms of developing the competency of the company as an asset as much as the
developing the money of the company.

Could recommend some interesting cases, in your own experience, that might be
interesting in terms of their business and strategy

Certainly within the post production industry there is a company called The Yard they are
based in Sheriff St. and are traditional a post production facility and they have recently
taken up some space in ParkWest business park in Clondalkin to look at the streaming of
content on to mobtle developing a service for European mobile operators where they can do
this, so its is content over 1P all intemet enabled so they have migrated from a company that
traditionally cut up content and re-distributed it or they transferred rushes for another
production company to now actually be in content having a link with a mobile operator
with a broadcaster with an [T division and within the whole area of managing the rights of
all that content.

So there is convergence there. The forfas report highlighted that only the e-learning
sector was the only one developed across the value chain, is this changing for the other
sectors?

More slowly, it could be another 5 years before the business models are acknowledge or
defined so if you look at the report PwC did in 2000 it will look a lot different to work done
now. Especially in the high software parts of the industry I think it was envisaged that there
would be an uptake of new technology in media and entertainment which there has been, an
area like games has totally embraced it and is just a mammoth industry but that has a
consumer base and a consumers spending money on the hardware and software to play the
games supported by huge distribution of content so that’s unique.

Another company from an animation point of view is Brown Bag they were traditionally
been all cell animation and now what they are doing is all so their production has changed
and they have had to evaluate their processes after their Oscar nomination they had to look
at their marketing and looking to markets in Kuwait

So in terms of intellectual property they can transfer animations to other countries...
Some countries have looked at funding SME’s to do that, I think Scotland have got it
through the Scottish development fund, I cant think of the name of the programme, where
they are looking at the packaging and conversion of content.

Other companies that would be interesting to look at are down in The Hub, Shinawil, the
company behind Popstars and they are also looking at format of TV that cross over between
live interaction people watching the programme, the programme and the mobile operator
and the content is then sold on to Sony for a record deal after the series is over. So that’s
totally different, a traditional company like that would only be selling to a broadcaster and
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now they are selling to a music company and a mobile operator and a broadcaster and have
to bring that all in the play while they are making the project

1s that making it more complex for the business itself, because it’s new its making it
more difficult?

Yes definitely so and another this is because content creator is becoming the distributor and
a publisher now, say a games publisher, it’s the cost of developing a game can run into
millions and that’s not going to come from any small SME it has to be funded and where is
that funding go to come from and how can that happen here, how can we get into that prior
“tear of abilities’ if you like, to produce, so that’s another factor

Selecting 7/8

To come out with 3
Shortlist:

XY, Z

280



Appendix C: Contact letter

Company A
10 Main Street
Dublin 2

26" January 2004
Dear Mr. X,

The School of Management at Dublin Institute of Technology is currently undertaking an
investigation and review of business planning and strategic management practices in the
television production industry. To date we have completed extensive desk research and
have carried out a number of exploratory interviews with key industry informants. The next
stage of our research is to undertake a number of case studies of Irish television production
companies and their business planning and strategic management activities. In this respect
Company A represents a suitable case study for our research and would allow us to
examine the activities of a company exhibiting substantial growth domestically and
internationally.

The research approach that we are employing involves two interviews. The first interview
allows the researcher to develop a complete description of planning activities in the
organisation. The purpose of the second interview is to allow the researcher time to reflect
on the description provided in the first interview and return to further develop and probe
particular areas of importance to our study. Participant enterprises will also receive a copy
of the final report of our study.

It is important to note that the research is not concerned with sensitive information such as
your company’s specific business strategy or financial data. The focus will be exclusively
on business planning activities and processes. This involves how management set and
maintain the strategic direction of the business and make decisions on a day-to-day basis to
deal with changing circumstances and the challenges of the business environment. We are
interested in understanding what role business planning and strategic management plays in
the television production industry.

1 would be most grateful if you will consider our request for your co-operation in this study.
Should vou require further information you can coniact me by email at
caroline.quinn(@dit.ie or by telephone at 4023041. I will contact you soon by telephone to
discuss the project further with you.

Yours sincerely,

Caroline Quinn
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Appendix D: Interview Protocol

1* Stage Interview
(Objective: to gain an a complete picture of the companies strategising process and
activities)
Business Development
* How has your business evolved since its inception?
Management role
¢ How has your role changed within in? Manager / producer
* How do you balance between sustaining development activities with production work
and demands?
Strategising Procedures
e Do you have any formalised procedures in place to develop business growth?
e Do you have a written business plan?
o How often is it changed
¢ How are strategic decisions taken?
¢ To what degree are staff involved in company management and strategy?
Company specific questions e.g.
¢ How important is your UK presence to the development of your business
o Establishment of an animation subsidiary
o What informed your decisions
Macro perspective
e How important is knowledge of the international market to you — competition,
products etc
o Advances in technology and content format?
o Degree of competition and rivalry?
Future direction
*  Where do you see your business in the future? Any different to it is now?
s What are the barriers to development?

s What are your measures of success?
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2" Stage Interview

Strategic Evolution  ------- Figure 1
At arecent Content Forum held by Enterprise Ireland Andy Anson put forward the
following continuum. How do you see the evolution of your business?
What do you believe is required to achieve your goals?
Your comments:
Company Development
Periods of transition — strategising activity

Business Plans

| understand from our last meeting that you have a business plan and that you have
identified in that future areas for growth. Focusing more on the process of drawing up your
plans, can you tell me a little about what was involved?

o Can you describe your document?

o What was involved in that process — time, how did you conceptualise your
present and future situation, get ideas for future positions, spot opportunities

o Would you plan for certain scenarios, what if’s..then...hypothetical financial
flows

o What questions do you seek to answer?

c Have you set goals or objectives from your business?

o What is the value of this process?

c Difficulties in implementing

o One business found great value in sitting down to forward plan 5 years with
some degree of flexibility, beyond the commission dependent situation
which is out of ones control.

Management skills
* What are the necessary requisites for a manager operating in this sector?
o Do you believe companies should be thinking and managing strategically
o You spoke a bit about lateral thinking/outside of the box

» Do you consider yourself more proactive or reactive in response to the sector
constraints

c Move away from dependency
Decision Making
= What do you see as the key decisions that have shaped your business so far

o]

How would you characterise your decision making style
How are decisions assessed?
Great deal of risk in business

How is it managed

Any final comments
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Appendix E: Sample Case Study Interview Transcript

Company 6: Sigma
Interview Transcript 1: Nicola (Business Affairs Manager)
Date: 9/6/2004

Firstly, if you could tell me a little bit about how Sigma has developed since it was
established in 1995?

Yes it was October 1995

Was it setup initially as animation or were there a number of businesses/units?

What have been the key milestones in its development?

Well the official name is Sigma European Scripting House Limited. So we started off as
Lynch productions and then in 1995 we became Sigma. As the name suggests we are a
European scripting house and we started off scripting. Before that, Peter Christians, who is
the Executive producer and lan Ryan who is managing director, at the time it was Peter and
he had a small company in Germany and then he came to Ireland. And he started here, he
did a few small productions, for German TV (he is German) and that’s how it started. But
then Sigma came from Lynch, because he was doing a small production, Sigma came from
that. So it became a rights company, more so than a production house, which was very
unusual for Ireland

And very rare at that stage...

Oh very rare, absolutely - so what we had [in ‘95] was access to maybe 4 or 5 writers who
would write for Sigma and Sigma would keep the rights then in the scripts and in the
productions and they would co-produce with other people so we do a lot of scripting. So we
basically started off like that, with scripting and as it progressed we started doing different
things, getting to the stage where you are doing everything but the main thing was to hold
onto the rights of it -which is very unusual because even for writers say in France, or
England, America or Australia, writers don’t get paid as much but they are not full buy outs
where as we do the opposite, it’s a full buy out, they get paid more but the rights remain
with the company.

So it more value to you..

It means the company retains the rights and we can do what we want, we can go into
animation, live action, feature with that script.

So it’s more sustainable

In the long term, plus you have a bargaining tool that is much better because you can go to
different co-producers. But that is basically how it started, it has progressed quite
considerably since then into a number of areas.

So now you are involved in TV, animation and Film, so there is a spread, is there a %
you work in more?

Well you see what happened then is that because we were doing to scripting we started
doing the voices, it was a natural progression, so the voice recording came in, we worked a
lot in development which we still do, well you probably know the stages, you’d have
Development, Pre-Production (that would be just get the scripts ready, voices ready) — so
scripting and voice recording. And scripting would tie into development, because you are
trying to develop the idea and get the scripts in place. Production &Voice Recording
Post-production. So we were in development first, and moved into pre-production and now
we are in voice recording which is production, so we are moving down the line. We do
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some post now, depending on what, post is tying it all up, sound and special effects, so it
has a lot to do with voice recording as well, so its all tied in, and you work all the way
along.

I suppose it is trying to get the resources here to try and expand

Absolutely, yeah,

So we do animation and live action. Much of our animation in co-productions, they re long
running series so they are 26 minutes and they are usually 26X26, 26 episodes which is a
lot of work. So vou are talking about a lot of ttme and that is where the studio planning
would come into place. So you are talking about a very long time to get the financing in
place, get the animation, scripting, 5 years maybe for a series. it is a very long process. And
because you are doing all this, you are talking about an extremely large volume of work so
the work would maybe we get to develop it and another company would co-develop and
then we do the voice recording for it and the scripting, they do the production and another
company might do the post so you are talking about a huge volume of work. We have done
some productions where we have done the productions ourselves here in Ireland.

And % wise in each business, would you see an even spread through each, or do
project time-plans dictate the concentration on one business over another?

As you will see from our slate, usually we will have a lot of things in the pot at the same
time. And while you are trying to develop the project and put the financing in place, which
is obviously a big thing, so they happen concurrently but a different levels, if you know
what 1 mean?

We are developing here and the scripting and you are not going to get financing in place
unless you have some idea that people what to get this project or get involved. And then
you get finance in place as you move down. And then you start the scripting, you have to
have some scripts in place to get the financing because they want to see what’s involved.

So there is a lot going on at the same time,

...well then financing usually comes in around this stage, you are coming into production,
financing is closed so we move onto another project, which is were I would be in here, we
have a different structure, so we are off on project B, and the development people also go
onto project B, and the production people are gone down still on project A

So you role

Is business affairs, legal and financial, 1 can go through the structure of the company so you
can see. [6.48]

Then another project comes in and C will be in development, there will more or likely be
four or five in development at the same time — you are not going to risk on one.

At this stage down here you probablv had project X that was going on and Y would be
coming out this end and normally you just try and keep it flowing. So the girls would be
voice recording, head of post production and her assistant so they will probably be starting
on another project

So another comes into the loop and it is continuous

And live action, at the moment we have a full production in house, we are doing all of it,
again with the co-producers, they do the post, we do the script and the production here in
Ireland

And you do a lot of co-productions, which is quite distinct, is it because of the
European focus of the business?
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Well you are talking about a finance issue, you are talking about very big budgets and
because of different tax incentives in different countries and in France it is different
because they are really into film, you’d probably know that yourself,

There is a history there,

They started animation there so they give regional funding; they put a lot into it. So a
French co-producer can bring that on board an Irish co-producer can bring section 481- so
taking the benefits of each country and then plus what the people can do. So we have a very
strong scripting house, because it so long and well established, we have very good writers
and they just write for Sigma so we have a very good stronghold there. Voice recording is
really progressing

So you are developing your reputation

And now we are getting more into production with live action as well. It just happens like
that, so it depends on who can bring what

So it’s a people focus, in terms of what they can do

And in terms of your base here in Galway and office in Munich is there advantages
and/or disadvantages to that, starting with Galway first. Television production in the
west of Ireland is increasing with TG4 ete, there is no disadvantage?

Well | suppose infrastructure, everyone says, but really there is not.

There is nothing stopping you

No, you know Peter would say that he has staff here he has for a few years and he wants to
keep them. | mean we are all based in Galway, we all like Galway and it is a multi-lingual
staff and we do everything by email and conference calls, and people travel back and forth,
I mean there is nothing really, ok maybe the infrastructure sometimes, but not necessarily, |
mean you fly into Galway or Shannon, trains up and down and because of what we do. And
we do a lot of work with Telegael, they are the studio that we use, they are really good and
well established. People love coming to Galway, the international people love it, the
atmosphere here.

And the Munich based company; I just read recently you have established a new film
company there, any reasons for that?

Well we are always getting bigger, so that would have been a strategic move on our part.
Our head of animation is Italian — English and she speaks German and Peter is German and
good percentage of the staff would speak German and we deal a lot with Germany they are
very good broadcaster wise and you have a huge audience we have very close dealing with
Germany. So it was inevitable, always going to happen, it was just getting time to get in
order. So Dina who is the head of animation is now MD of the Munich office. She is based
there. It just means that because we deal so much with them vou can just go down the road,
back and forth, you are there rather than flying over. And also there are German tax
incentives, if people want to do a German/Irish co-production why not?

And the structure itself has obviously grown and become more formal? Can you
explain how it is structured at the minute?

It is actually quite flat, in some-ways; everyone has to do their own thing, so we have Peter
the Executive Producer, lan Ryan is managing director, this is probably one way why it
works so well, Peter is a completely creative person and lan is management finance,
everything but it is actually quite complimentary, whereas in a lot of companies you might
have found that it is a producer who has come through
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And is now manager, and there maybe a tension there. It can be difficult for managers
of smaller companies to get past the day-to-day management concerns and look to the
longer term.

And did Ian come into the company at an early stage?

In "97, not long after [the company started]

So there has always been the business/commercial side?

Well there is, | think if you are too focused on one project you can’t actually see the bigger
picture, if you are the producer and its your project and company it is more difficult.

Some companies clearly spawn out of one project

Well we always have a number of projects in the pot, it means if one doesn’t come through
there is always another one, it is because that is the nature of the business.

[Business Side] And there is a financial controller, and there is me in business affairs,
assistant accountant. We deal with the legal/financial area of live action and animation but
also the general day-to-day business. [Creative Side] we have producers on this side. It is
quite flat as you can see, lan is there and we all do our own thing, so you have the head of
post-production and the head of animation. So the producers are mostly live action.
Animation is different; you need a lot of people. Peter is more or less the producer and Dina
is the head of animation. You have maybe three or four producers on one project. That
basically it, you have people assisting in different areas, graphics people, artists.

There distinct areas but

..They are very much interconnected, budgeting everything would got through this area
[business/finance] finance of the project, if the budget is working or not. It actually goes
around in a circle really.

That’s was is so distinguishing from a management perspective that the nature of the
sector is quite unique in terms of the management approach, as many have come
through as a producer or creative background it is interesting to see the management
style or the approach that they are taking.

Well it is quite interesting to note that none of us here [business side] have a background in
animation, whereas Peter has been immersed in animation since he was 12! When he
finished college he was straight into it and a lot of the people here [creative] would have
worked in that area all their lives whereas this area, I've a business degree, 1 came through
accountancy, marketing, legal side of it. The financial controller came from industry and
Ian’s background is in business as well. [17.31]

The structure is quite distinct to have a management background and a creative
background working together

It works quite well, and we all have an interest in the creative side, we would have taken
courses along the way, you would have an interest in film

It brings different views to decisions; there is not necessarily a creative bias because of
a ‘love for the project’?

Yes, you can step back from it, and say no we can’t actually do this because it is not viable,
it might be a lovely project but ...

There is a commercial mindset

That could be one of the reasons for the success of the company.

You mentioned a strategic plan, can you tell me a little about that, is it long-
term/short-term?
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Well it would be short-medium term, if you take for example the animation side of it, well
for the business as a whole, we have a business plan in place, and we look at them every
couple of years, we have had them from the beginning and obviously they do change, we
would have an idea about what we would have in production in three years time, a certain
amount of projects and a certain about in development

Looking at the process of drawing up the plan, what questions does it ask — example
on the grand scheme of things — a vision for the company, where we want to be

Well I suppose our objective would be to be the best in the industry. Other objectives...the
idea would have been to build, in one way, an insular company, that you would do all areas
of it but still you would work on co-productions as well. As you can see we started small
working doing scripting, doing voicing, get good at those stages so that we could become
main partners in co-productions which has actually happened. In the beginning we were
doing minor projects or doing scripting for one project and that would be it so you would
not be executive producer on it. Now on a project where there are three co-producers we
the main, whereas a few years back we were the minority, so that would have been the plan
to become the main partner. In one of our live action at the moment there are Dutch co-
producers and we are the main co-producer in it

So you are seeing the progression. And the strategic plan itself is it a written
document?

Yeah we have a written business plan, which we have looked at the last few years, and they
would be short term — 3/5 years. If you are working in the animation area in particular
because it does take a long time to get everything together so you are talking about 5 years
for one project so you are talking about medium/long term as such 5-10 years maybe but
you still have to look at 2 to 3 years because if nothing is happening you will just drop it.
But in ‘Live Action’, the financing comes in around 2 years but the shoot happens quite
quickly, it could be 8 weeks and its over, whereas the animation you are talking about two
vears: to get all the drawings done, the scripting, the whole lot.

Is there any value in planning?

I would say so, yes, definitely. It is more focused, rather than looking at the project you are
looking at the business, you say you want to employ X amount of people over a certain
period of time, and we want a German office, and we want to do these things, so you can’t
just look at it as one project, you have to look at it as a business as a product really, coming
from the area I've come from I always think of them as products not as projects, so that
wouldbe ABCDE

As a traditional industry or sector...

Yes, so you have your products and you can say “this is our cash cow here, this will keep
us going, this is our star project, and this is the one that will be sitting there and nothing is
going to happen to and we are going to have to drop.

[Interview break]

Going back to planning, in terms of the document itself, what structure does it take:
external/internal analysis etc, any specific techniques?

Ah the usual SWOT analysis, mainly the objectives of the company, and with regards
financing you need to have something to show people and say what our plan is, we plan to
be developing five projects and have three in production that will bring in a certain amount
of money over a certain period of time or at that stage our live action dept will have be able
to...we can fund our own projects from that. Even from an employment side, increasing
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staff size, when | started there was 6 people, there are 25 now. It is like business most
plans, so you have your objectives and your marketing strategy, how you are going to
implement it, who you are going to work with and how you see it all happening.

Is there a mission statement for the company or a grand vision?

Not really, just do it, is the main thing!

And decision making, in terms of big company decisions

That would run jointly between Peter and lan, and everyone will, depending on what are
you are in, vou have an input to a certain degree, if it is major business things it will stay on
the business side but Peter, as executive producer and managing director would be involved
with all of them, most decision making would be jointly.

Is there a creative commercial tension?

Well with regards projects, you have the creative side to see whether this is the project for
you or not, and the producers and developers would know and then we can see if the Film
Board would support it, if RTE would like it, that’s where it would be mostly the
content/creative side. Then you come to the stage where you say we will go ahead with
that, then you have to see who is involved with it, what co-producers, what international
distributors, who is actually going to come on board with this project then both pair would
work closely together, and it would be jointly then.

And how do you see the sector evolving, I have been using this evolution continuum as
a stimulus in interviews, a strategy consultant put forward at a Enterprise Ireland
content forum, how he saw the sector evolving from the commissioning trap of one off
commissions to the more diversified company, owing the rights, having different
business units and increased utilisation of digital media and various content
platforms. Would you be conscious of where the sector is going and your business
within it?

I would say we are probably more in this section of it really [right end of continuum] one
off commissions we do, but as part of it, it is part of the product mix really, so as our
company | would say we are here, we are looking at different areas, we are exploring all
aspects of it.

I know you work with many broadcasters internationally, would you work with RTE

Yes, RTE and TG4
There are a number of companies in Ireland working solely with RTE, and at the
mercy of the broadcaster and dependent on commissions...

We are the opposite

At the far end of the spectrum

Yes and now we are working with RTE, which we have never done before; we have done
some one off commissions, some sitcoms

Does it change your own power position in the market?

It does, yes. | mean we are working on an International scale, attracting international
partners, you would hope that your national broadcaster would come on board as well,
which is happening and that is great.

It is just interesting to see different company perspectives; some are in a2 dependent
cycle with RTE, so there is some negativity there and some frustration with the
broadcaster. You seem to always had an international focus and grown from that.
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We probably would have the same frustrations, we have a project with RTE at the moment,
and it is a concern and does have to change. We started off European focus and now we are
growing internationally, currently, 1 thinking the first official lrish — Australian co-
production and the fist Australian/Irish under the treaties in place, which is a big step, one
in live action and one in animation. We would have been mainly European; Germanic
countries and Scandinavian, obviously because of the language, and then French, now we
have gone wider, still with our partners in Germany etc. So we have gone the opposite
direction really [to the continuum].

You have different areas of business here, not solely television production, and some
would say that that diversification has helped spread the risk, if one area was the
quiet the other would cover it, do you find it similar here?

Well say the Hans Christian Anderson [name of animation series being produced], | know |
keep coming back to this point, you are talking about 26x26 minutes and then if there is a
second [series] you are talking about 52, you get the whole year in for the broadcasters so
you are talking about a very long running projects so we would always have 2 or 3 big
projects on the go so you would have to focus on them, you would be concentrating on the
different areas of each, development of one and production of another and trying to finish
of another one, so you would always be doing this and then another project would come in
and you try and help out, but because you are in that and because you are in that you don’t
have time to make sure that they [previous projects] are done, you are on the next

Like a production line

In one way - well its like Peter would say, it is a format in one way and we have got it right,
that is just what happened. It got done right, with the right people, the right partners and the
right way of dealing with them, people know each other now - it is a working formula.

And how do you find the relationships between producers and broadcasters in other
countries, so the relations with producers and RTE compared to Germany or France?

I would say it is a lot better in Germany and France; they seem to be a lot
more...mmm...they just seem to work better. Maybe because of the audience, the audience
is wider for a start, | mean it is millions of people rather that four, they have different
channels and times-slots and there is more that one broadcaster. | mean you would run into
one French broadcaster who might not want to take it but the thing is you have the option
of another one - that is the difference.

And it is similar in the UK as well.

Is there a lot of competition in the market, do you look at it domestically, European
and Internationally?

I would say it is fairly competitive
And in Ireland?

Well the nature of it with one broadcaster, 1 think it would be more competitive with more
that one, it would be more people vying for time and the licensing etc When you have only
one broadcaster who will commission or won’t and more than likely wont, you might not
be as competitive here. TG4 now broadcasts and we do the dubbing in Irish, but to get our
projects on RTE they wouldn’t go for it. If you were in France and one didn’t go for it you
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would go to France 3 or Channel 5, because they are fighting for it and they might go, for
the 8-12 year old, which we do, that is there target market, that whole station might be 8-12

So it is easy to look at various broadcasters and what they are looking for as opposed
to one

Well you would be dealing with, Peter would mostly, and you would know, which don’t do
children’s TV, or animation or they don’t do pre-school, so you know.

So you know what they want

And when they are looking for something they come looking for us or at the fairs.

Would you go the many of the TV markets?

Yes, Dana is at an animation one at the moment in Ansee [?] and then there is Cannes, MIP

Is it important in the areas of digital media and technology to be at the edge of things
that are happening and broadcasters are looking

Absolutely, I mean the markets are our sales markets, and they are our customers. Most of
our traditional work would be in 2D, very traditional and the Europeans like that, the
French, Scandinavian, and German. A couple of our projects now are more CGI, which is
becoming more popular, for example Shrek

An American thing
Yes, so are always conscious of what up and coming and where the opportunities are.
Do you see any barriers to growth domestically or internationally?

I suppose domestically broadcasting would be a barrier in a sense because it would be good
to be on in your own country. People will go “oh Sigma, is that Irish?” they don’t actually
know, whereas in France or Germany they would know straight away. One of the girls was
on holidays in Spain and “such and such is on TV” whereas you wouldn’t see that here and
people would not recognise the products here, so that would be a barrier.

Is it the financing that is the issue, the cost and/or nature of the projects?

Well even showing them would be great. We do have TG4 so we are quite fortunate that
way. '

And how do they differ?

Well 1 think because they can be in the Irish language TG4 are more willing to take them
and its probabiy the way they broadcast, they don’t want the same thing on TG4 as on RTE.
It is in Irish so a lot of children who speak Irish would know the cartoon, the stories and
characters. Otherwise, barriers here, not really

What skills do you believe are necessary for managers in the sector?

Well coming from a general business background, cash flow affects every company. The
difference between this industry and a normal retail shop for example, they get money in
everyday, whereas in these kind of projects, they are big budgets, there is a lot of money
involved and it takes a long time to make them, then you try and get the financing in place
but because the way the financing is structured and funding and all this, it comes in
different stages, you find you are cash flowing a lot of the project to a very long stage, you
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are trying to cash flow it up to scripting or voice recording, then you might get some money
in, but you just have to try and keep things going, that is why you have to have a few
projects going at different times. As with most businesses cash flow is very important. We
have a lot of people here involved, the managing director, that whole area requires a lot of
juggling and a business sense. Also managing the company, aside from managing the
project is important. If you have the producers, production manager doing the project that’s
the best thing to do, keeping separate the business side.

Keeping it viable?

Yes well you have to keep paying the bills. I think that might hinder a number of
companies in this area because most people are involved in the creative side as much as
they are in the managing side so trying to keep that distinct, trying to keep the business
head on while being creative must be very difficult.

Do you think that there is something distinct about Sigma that sets it apart from other
companies?

I'd say it is the good relations with all the co-producers, for a long time, long running
relationships that have been strong and have worked well. In the end the animation has
been really good and has been well received, so it would probably be links like that, which
would be good commercial links.

Do you think there is a reason why more Irish companies do not co-produce? Is it a
more European thing, and it could be the language barrier?

It could be the language, even though most speak English. It is good if you have the
language, Peter and Dina speaks German, and with us here, a lot of us speak Irish, which
means it is easy for us to ring TG4 and talk to somebody in Irish and then obviously you
build up a relationship then and building up a relationship takes time.

It seems the business is build on the people and the relationships that you have ..

And trying to hold the staff that are here because they are here for a long time. They don’t
want to let that go

And your part of the reason the company is at its present stage and kept the
momentum going,

And you are dealing with people for a long time and you know them, and their yes or no’s
and they know your history as well, so they know if this project is the same as their last
project we will take it on board. So I think a lot of that is history and building it up slowly

...it is a slow process
Yes, well we are 10 years going now.

What do you see as the role of strategic management and thinking in the business —
where do you see it come in to play?

Strategically here it would be to think about 5 years down the line, where are we going to
be? What are we going to do? We are just thinking in the next five years, where are we
going to be? What areas are we going to work in? What areas are we thinking of changing?

292



The same thing as you were saying about technology, are we going to get more involved in
CGl and all that, maybe going into different areas of the same industry.

Like you were saying earlier about moving along the chain?

Exactly. And being the main co-producers on projects. You have to think through all that:
obviously cash-flow wise, finance wise, in three years time the project we are working on
now will probably be in production so you have to make sure that there is another project in
the system. You have to work out, if you have three running at the same time, well that is
not really great, that means three are going to be in production at the same time, so you
have to be careful like that. And then just the business as a whole: going into more live
action, diversifying, not just animation. We have our structure now of 26x26, they are long
running, good series, but now to have that plus and we a bit more risky, we can work
bringing those in.

It is quite distinct as a sector, after working in other industries, what do you see as its
distinguishing factors?

Well the nature of the business, long running projects, and you are dealing with more
creative people, who love a project and maybe the management on this side will have to say
“no, look, it won’t work”. There could be some companies who keeping going, for 10 years
on that one project

But there is no commercial sense
But here at least we have all kept our jobs for the {ast 10 years!
It’s sustainable.

And it has grown, and even staff wise, it has. We have a core staff 20/25 all year round and
then as a production comes in more work on that, a production at the moment with 70/80
people working on it, but still the core stay here. It doesn’t matter because project will
come and go and the base remains. And ] think that works well for other companies dealing
with people because they get to know the people so when they ring up they know who to
look for, simple things, its not someone knew, they don’t have to explain the project again.
And that is good for building relationships as well. Sometimes you ring a company, there is
a different person and you have to try and explain everything again. It is very good for a
company to build that relationship with people.

And finally, what are the businesses measures of success?
Emmy’s, awards!!
Recognition of the work.

Well 1 think that it is still here, and is still employing people in the West of Ireland and it
hasn’t had to move yet, it is a nice place to live and people enjoy it. And we had our first
feature film Martian and we worked with a company in Germany on that and we went over
to the opening of that and being in animation magazines, brand recognition really

Like a product brand name you want Sigma to be associated with things?

Well when you think of Disney, it doesn’t matter what film it is or teddy bear it is, it is
Disney!
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Is there now more opportunities coming from ancillary products like videos and toys?

Yes, we are looking into that area of ancillary products, again it depends, if you are in an
international co-production with 2 or 3 others, who want the same thing, so they have to
decide who wants what. You have your own territory. So we are looking into that whole are
of merchandising and exploring that, that would be part of our strategic plan as well, then
you are talking about having a project more or less to yourself

It is more difficult to have ancillary products when there is three producing?
Yes.
So as you grow you do your own projects..

Or co-producers come together and agree of something, which happens as well. So
strategically we would aim to become the more dominant partner. So we are exploring
areas like that over the last few years, and it just takes time.

Would you ever use outside board members, or consultants?
No, not necessarily.

One or two might use them as an outside reference, to look at the business more
objectively.

With different experiences, it is coming from that more so. Again Peter would be in the
business for so long, he knows people and would probably know as much as anyone if not
better in some areas.

Of the companies I have met with this has the biggest focus on European and
International markets.

Well I think other animations companties have a very domestic focus

Well one other that I met with actually work a lot internationally because they won’t
get the financing here, as opposed to TV production.

And also the skills are here [for animation] but not all of them [animation sector grew
during the 90°s but large American companies i.e Don Bluth only lasted a few years]. It is
also very expensive here, and not so much in say France, because they do so much of it.

Well I think that is everything; do you have any final comments?

No, I don’t think so. I could just run through these [company brochures showing project
slates] to show you how we developed. They show whal is in production, pre-production
and development (animation) and this is live actions: films, movies and light entertainment.
So the projects take a long time to do, that is why you have to strategically plan, this slate is
for 2002 and you will even see how it has changed since then, the slate changes as you go
on.

In terms of financing, how is that done?

It depends on the project and it depends on who is going to be involved, for example if
there is a German co-producer and a French co-producer and we worked with them before,
one of us will have come up with the project, and they will say “ah we did that with them
before we could do this with them again” and after a while you get to know what is
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available. There is film board, commission, Northern Ireland Film and Television
Commission, Section 481, Sale and Lease Back, French, Canadian tax incentives. Someone
from France wants to come on and they say what they can bring on board , and this will be
our budget and we say we can bring this, and the Germans can bring this, there might be
some new film fund they can bring as well. And then after a while, sometimes it works
sometimes it doesn’t.

You are not relying solely on yourselves?

Ah no, you couidn’t really, unless you had a private investor who wanted to invest the
money, it’s the scale of money. In the states, say L.A, someone could walk in the door and
say “yeah, here is 5 million” there is a lot of private investors, but it is just too new here and
people are not that sure they will get the return. So that is how it works, just trying to think
what is available

So there are serious advantages to co-productions

Ah yes, and then there is the work split, like if you are going to do a really long running
series, like 2D animation, there are not many studios in Ireland that will do 2D animation at
26x26 so you have to look to France or Germany a

Are there ever conflicts of interest with companies?

No not really, 1 think people depend of each other more than are in conflict. As it is all
working to your advantage. I wouldn’t really think that, you might work with one co-
producer on one thing, and you could turn around and work with them on another project —
“we worked with these people and we can bring them on board” and you might be better
off just having a good relationship with everybody rather than conflict, it is such a small
industry as well. And most people, because there are so many different skills out there,
they’ll say “ah we will ring X, because she is really good at CGI, or at voices, or music” so
if we try and do something that conflicts with you, what is the point? There is no advantage
to it, it is better just to build a good working relationships. I think this company has. You
can see we work with Denmark, France, Germany, Australia, Canada and it does work.

And is the US a distinet market?

It is very different, and very difficult to break. Telegael [another Galway based production
company] won an Emmy for one of their projects. I mean a lot of it is building up
relationships with people. It would be something we would look to in the future. As with
most companies we are look to get good at what we are doing. [Referring to Slate for Hans
Christian Anderson Series] This was co-produced with a Denmark company, 26x26.
Showing on French TV, and Readers Digest distribution in England, something that RTE
didn’t take or weren’t interested in, it doesn’t suit their slot as well. There is one 56min
episode, which could suit, say a Christmas time special. | remember reading that some
French TV station said that they were looking for 3-minute slots but how does that fit in?
They are looking for different times, but most broadcasters want the 26x26, its perfect,
September to Christmas and some run them continuously. It is difficult to know what they
will look for, but that structure seems to work for a lot of them. So it depends on what the
broadcaster want, and what the time slot is.

There is such a focus on the broadeaster and what they want, is the market considered
— the broadcaster as the middleman and the viewer as the end user?
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Well the broadcaster..
Would dictate

Well they would know, that could be why some broadcast will take it and some won’t and
they have the advertisers to consider and the audience. So if one broadcaster has a 8-12°s
and they know that their advertising campaign will all be school kids, they are all selling
toys or something, so they will put it on then, if you look at it that way, and then if they
have an older generation they don’t want it. They know themselves what they want, what is
working, what is selling and what is not. So this year they might take it and next year they
might not, their whole audience might change and they don’t want it anymore they want
something else

It can be unpredictable

Yeah, but you usually have a general idea, and if you have a licence it is generally for a
specified period of time, they pay a licence for a certain period of time, you gie them the
licence for that period of time.

Going back to these, you will notice that most are for the 8-12 market,
That is the market
Plus our writers as well.

You clearly have a lot of projects running at different stages, is there a lot of risks in
the business?

Yeah you do
Calculated though?

Yes, you have to think about it, you might put a lot of money into something and then you
have to let it go that is where more the decision making comes in with more senior
management come in but most times you would know. You have to try and keep the costs
down as much as you can try and try and hold back until you know someone is on board
then you have to take the risk as well that is why is good to have products that keep
working and you can work on those.

So you can allow for the risk

That you can give time to, because I am sure a lot of companies will take the risk and
everything is gone into one project and if everything doesn’t work that is it so it is good to

keep more of & mix.

Well I think that is everything, thank you again for your time.
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Sigma Interview Transcript 2: Ian Ryan (Managing Director)
Telephone interview
Date: 16/8/2004

As managing director 1 am interested in your perspective on the strategic practices of
the company.But firstly, how has your own carer developed to your current position
in Sigma?

I am managing director here, so I am responsible for the overall management of the
company and that’s from a commercial point of view. And it’s interesting because we also
have this creative side to the business, it’s a very strange marriage because creative and
commercial don’t often mix, a bit like oil and water. But having said that, I did my leaving
cert., 1 did a BCom in UCG, I trained as a chartered accountant and then I was working in
consultancy, in about 1996, I was approached by the founder of the company to put a
business plan in place for the development of the animation part of the business, it had been
a live action production business primarily. I did that and 18 months later 1 joined the
business as managing director. That’s where | came from.

Going back to the creative commercial marriage and it management, how does that
differ to other industries you have worked with? Are there challenges there?

Oh yes there is! There is of course. It’s different because at the end of the day the product
that we produce is just a video tape and the product of course is what is on the video tape.
We deal in very high budgets; for a TV animation series you are talking about 6 million
Euros then at the end of it you can fit it all on one DVD. It is not as tangible a product as if
you were dealing in manufacturing and it is not as straight forward as if you were dealing in
services, | mean if you were doing the accounts for somebody and if you are a lawyer you
go to court and you do these things, so there is a grey area there. The biggest challenge all
the time is to be able to stay ahead and to predict what is happening next. With this
business it takes somewhere between one and two years to develop a series, it takes 18
months to produce the series in animation, and then it goes on the market, say there is a
market in Cannes in QOctober where a lot of products would be launched, you can be
looking at anything between four and five years, from the idea stage to when you start to
get a return on your investment, that’s unusual, it is very challenging to try and manage the
company with that type of production cycle.

So that adds difficulties in terms of strategic management then?

Yes it adds difficulties to strategic management, it adds difficulties that if you get it wrong,
you’ve invested all this money and you can’t get it back, it adds difficulties because you
have to keep the shop ticked over while at the same time you are investing in all this
development work. It is a bit different. It is different than your normal R and D department
which has a budget and had a few people and does work, you have to develop very heavily
in the development of the product, so you can imagine to convince people to put 6 million
together it has to be developed to a certain standard.

Again with the creative commercial together, compared to other industries, are there
difficulties for you managing the creative?

It was, when 1 joined, the people who were in the company at the time, there was only 3 or
4 of us, I would admit we had a “hippie” company, that’s great but hippie compantes don’t
generally speaking survive and grow too much and the task there was to turn it from a
hippie company into a real company, and that’s a challenge, very rarely are you going to go
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into a company and at sentor management level and find that you are dealing with a
company that is aspirational and has sort of a commercially naive view on life..I suppose.

A lot of companies are coming from producer backgrounds so that is what is unique
about Sigma, to have you as managing director and Peter as founder. Is there an
advantage for you to have ...

Oh yeah, 1 mean you have the good guy bad guy syndrome, you have “l would but he won’t
let me” you have a lot of leeway which you wouldn’t have other wise but more and more
importantly you have, Sigma is a unique company, there are no other companies in Ireland
who do what we do, companies who produce long running animation series and
consistently have done so for 7 or 8 years, so you can’t really compare this company to
other companies out there, we have a live action wing as well which you can compare, but
our live action wing is also producer driven, we just oversee the thing we don’t, it is not
really a day to day hands on involvement, there is a division of our work which is
comparable.

So in your role as managing director, what do you see as the necessary requisites for a
manger in the sector?

They need to be slightly mad! You need to be ever so slightly, you need a very very strong
entrepreneurial drive, you know an entrepreneur is someone who takes risks for reward, but
the risks in this business are huge, and to manage that requires a particular type of person,
and 1 suppose thankfully, to an extent I am in that category, you have to be able to mix that
commercial with the creative, you have to be able to ensure that the company goes forward,
it can be very very difficult mm sometimes, because of different people and different
factions within the company, it is the objective of some people to have a certain level of
quality, which we all want, a very high quality, but we have to work within a budget, it is
the objective of other people that we win awards, it is the objective of maybe another
person, is to do a variety of things, so it is too try and bring all the focus together and to try
and get the focus on the bigger picture, which the objective is to develop and grow the
company with good and new products all the time and all these other things will come.
Would there be a lot of formal processes in terms of planning which the company
engage in? Planning every 4 to 5 years...

Oh yeah, I mean we have a core plan

In terms of the business as opposed to say production...

We have a core plan for the company, it is extremely simple | mean the core plan is that we
have to be in production at any point in time with two animation series, which is a massive
amount of television, believe you me, we do this at different stages, you couldn’t do it at
the same stage, so one of them rolling on and one rolling off, we want to produce an
animated feature film every two years, minimum, and we want to have a live action series,
we have just finished one with Filmstar in Australia with RTE, 6 half hours, called foreign
exchange, a live action series in production also within every two years and then single
films, we do these annually, so it is very simple, any morning 1 can sit down here and see if
we are on target or not. It is very simple, because we know that if we achieve this level of
activity, we know that if we finance this level of activity, that this will contribute to our
overheads and contribute to the bottom line. So they are very clear objectives, and they
change, they will change again next year.lt has to be flexible, I mean if we have to live
action series and one animation series, well then fine, you can live with this but we know,
very broadly, without looking at any documents whether we are on target or not.
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So implementing it is continnous. Is there value there in processes like planning and
thinking more strategically — moving away from short term management to long
term?

You say this word strategically, it is very hard to define, maybe you have a definition in
one sense, but when you talk about strategic management, you are talking about
positioning, long term, but the cumulative short term ebjectives ultimately become the long
term objectives so | can also say to you that we want to have ten animations series done in
5 years time, or 20 in 10 years, it is the same thing. The reality is that we can grow the
company to a certain point, the deficit in the market place out there is not in people to buy
our product but the deficit is in the talent to create the product, and we have a very good
talent team here, but they can only do so much and it is in the financing of the product. So
we are growing, we are adding dimensions and balancing the business as we go along and
yeah we do have a long term objective, I mean at the end of the day we own rights in
everything we produce, so this brings in royalty income, last year we didn’t get much, we
got say 50,000 in royalties but in five years time that maybe multiplied 5 or 6 fold. So we
have a royalty income coming in for doing nothing, we have done the work, and continue
producing, so we are growing our profit base all the time.

It is an advantage I suppose for you working a lot internationally, you retain rights,
compared to those domestically,

Very few maintain rights. But we also have a company in Munich; a subsidiary in
Germany, Barbara might have told you about it, that’s a totally strategic move, absolutely a
strategic move,

Because of the level of activity with Germany companies?

And we enter partnerships with German companies to raise finance; we lost some of the
rights we had in our own products of course, because if they raise finance they take rights,
now we are just doing it ourselves from there. So the company in Europe looks after a lot of
partners we have, because it is a lot more difficult to get from Munich to Diisseldorf than
Galway to Diisseldorf.

It is based a lot on relationships and maintaining those?

Hugely and the company is operating nicely over there so I suppose that’s a strategic plan
as well.

And decision-making does it always run between yourself and Peter, or would you
maintain the business side?

No it is collective; neither of us makes decisions of a significant nature... | mean [ make
dectsions everyday, Peter makes decisions everyday, but the big company decisions would
be made my the complete board, ok the decision would be made by Peter and I and then
would be taken io the board.

And does the board have external members, non executive

Yeah

And just to the evolution continuum, it sets out how, possibly, media companies will
evolve, Just firstly how you see your own companies evolving into the future, in terms
of cross platform media and opportunities. So where companies here in Ireland might
be dependent on the one broadcaster, one look to have an advantage working
internationally

First, and now we are working with RTE.

So in the future where do you see the opportunities?
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I think the whole idea is to get a yacht and golf clubs and head off and ring in an odd time
and see what they are doing but up until that we have to continue. I mean we are working at
the moment cross platform, we have feature, we have cinema movies, we have TV series

I know Barbara was talking about moving into consumer products

Merchandising products, we have a product that’s in development for merchandising, it just
is very expensive, so you need to make sure that you have a good result from there. We are
working at the moment on a games platform for P2, 1 mean this again costs a hell of a lot of
money, it is about a 1 million to make a game, so you need a lot of money, you need a
publisher on board from there, we are involving in publishing our own music from our own
series. | mean we are at the far end of the spectrum, when it comes to ancillary activity and
cross media platforms and we own rights in everything we do, except for a few
commissions we did for TG4, so we would own a fairly substantial library of rights at this
time.

Would you see any barriers to that development? You mentioned already costs of
research and developments; would there be any others domestically and
internationally?

Well there is no banking environment in Ireland, whatsoever, for media companies,
particularly for screen media, so the type of facilities that an Irish company need to develop
and grow, you have to go out of the country, we spend our time in London and Diisseldorf
and Frankfurt, dealing with German and UK banks, because of this, there is a very narrow
focus in the Irish banking sector, and maybe with good reason, [ mean they had difficulties
in the past, this is one of the barriers, significant barriers that we have. But we have a lot of
advantage, I mean there are more advantages than barriers, we are able to attract very good
people here, our writers get their income tax free, they are world class people, it is easier to
find the pluses than the minuses.

Which maybe distinguish Sigma from other production companies in Ireland?

Well we have these people permanently here.

What do you see as the distinguishing characteristics or strengths of the company
above others?

I don’t think that in all honestly I can answer that question because you can’t compare us to
a company who produces a few minutes of animation for RTE, or a company that does
Ad’s or solely television production for RTE, you are not comparing like with like, we have
worked with very good Irish companies and I have the height of respect for them. And at
the moment there is an excellent Irish company doing a shoot in my home town of Lough
Rea, and its very good, it is creating some employment in the area, I mean it is a
commission more or less for RTE, an excellent company. and you can’t say that Sigma is
hetter or worse than that company, because it is in a different business. So we don’t have
people that are in the same business as us in this country. In live action TV we probably
would, and we are the same as them, we are producer drive, you get your budget, you do
your gig, probably we would own more rights, from our own product because we exploit
internationally but 1 don’t think you can make that comparison.

Well I think that covers the questions I had. Did you have any final comment?

No | think that’s all.
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