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in the CASE of ABB 1988 - 1999.

Mikael Søndergaard, University of Aarhus

This is a descriptive longitudinal study of the interplay between exploitation and exploration in Asean Brown Boveri (ABB). The relationship between the change in ratio of exploration / exploitation and organizational performance will be identified. At the end of 1999, ABB was a global $35 billion engineering and technology Group that served customers in electric power generation, electric power transmission and distribution, industrial and building systems. ABB consisted of 1,000 companies, 5,000 pro​fit centers in 37 busi​ness areas and 140 countries. ABB was established in 1988 throu​gh merger of ASEA AB of Sweden, foun​ded in1883, and BBC Brown Boveri AG of Switzerland, founded in 1891.
During the first decade after the merger took place,  rationalizing operations and acquiring new companies were two major concerns of ABB topmanagement.  As the matrix organization developped through rationalization and tigter control in 1988 , the ABB acquisition program restructured the industry. The ABB expansion strategy contained elements of both exploration and exploitation. They reflected a firm managerial belief that the long-term slide in power generation capacity would turned into a growing demand. Consolidation and expansion are concepts that are clearly linked  in many of the change actions that took place at ABB.
The material for our analysis is triangulated through public data, i.e., reported ABB activities in Financial Times and official company information, e.g. annual reports; press release sites the www.abb.com homepage as well as interviews and case material from one critical incident in the history of the organizational development of ABB. The combination of the various types of data allows us to check the reliability and validity of using Financial Times as the main data. We thus use public data as they appear in newspaper articles. Public data were derived from a search of publications on ABB in Financial Times dating from January 1988 to June 12, 1999.  A total of 521 articles were produced in which 149 organizational actions were reported. Change action is defined as an action taken by the organization resulting in a change of the organizational design.

The theory of co-evolution provides one organizing tools to study organizational forms change over time. Lewin et al. (1999) introduce the theory of co-evolution looking at the demands of the external environment of the organization and the internal environment of the organization in order to account for the organizational adaptation chosen by management. This paradigm provides a bridge from the environment into the organization that both foci needs to been analyzed at the same time.

We find that the organizational changes can be categories of exploration and exploitation. We find that ABB used both categories of change. The ratio of exploration in relation to exploitation changes over the period of study. The link between the ratio of exploration/exploitation and organizational performance is analyzed.
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