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Introduction
This paper will relate to my ongoing thesis writing. The thesis will present the theoretical model and methodology from the thesis work. This paper presents the context of the ‘organisational field’ wherein the research is performed. 
Purpose

The purpose of this paper is to present the theoretical model which will be used in my thesis. This model shall serve as an analytical tool for understanding and explaining why a specific industry (the defence industry) shows such discrepancy between the talk for integration and the observed integration action. 
The ’integration’ studied in the ongoing thesis work concerns when companies enter into joint ventures or they merge or acquire each other. We can observe a continuum of increasing commitment in relation to different forms of integration, reflecting the rational reasons for different choices. (Lorange & Roos, 1992) They may also ‘co-operate’ in the sense that they together strive to pursue a goal which they both sense benefits their respective goals. (Axelrod, 1984).
The purpose of my research as defined in my thesis proposal is “Can we reach a deeper understanding and explanation for the action of transatlantic defence industry integration by examining the talk held within the defence industry’s institutional field, and thereafter analyse the relationship between the talk and the action?” 
Contribution
This paper, and the thesis work that it describes, is believed to make a contribution in the following ways:

· Theoretically, offer a model for analysing industrial change in a market operating in a politically influenced environment.
· Empirically, present data on the industrial dynamics of an industry very seldom analysed by business administration theory.
· Methodologically, an approach where it became apparent that secondary sources offered unconvincing explanation for the studied industrial change and that the primary sources revealed markedly improved detail on the institutional factors in the organisational field that shape the studied industrial change.

Governments can shape markets within nations by acting as a customer or by influencing conditions for the companies. Government has an important influence on national competitive advantage, though its role is inevitably partial (Porter, 1998). The defence industry is an example of a ‘politico-industrial market’; others could e.g. be infrastructure, telecommunications and energy. Hopefully, the research approach of my thesis can be applied to several markets that share characteristics with the defence market.
Research area

In short, the observed empirical phenomenon is that there has for several decades been considerable talk (expressed desire for a certain change to occur) for transatlantic defence industry integration (i.e. that companies should cooperate, merge and acquire to a greater extent over the Atlantic Ocean). However, the integration action (what integration that has actually occurred) has been very limited. Despite this continuing discrepancy between talk and action, the talk has been consistent in advocating deepened integration. My aim is therefore to strive to find an explanation for this discrepancy. In order to do this, I am striving first of all to better understand the institutionalised environment that surrounds the defence companies. This institutionalised environment is analysed as an organisational field. In this organisational field, I am identifying the driving forces and inhibitors for transatlantic defence industry integration. These driving forces and inhibitors are separated between corporate and government driving forces and inhibitors. All in all, I am thereby trying to find a plausible explanation for why an industrial change to a large extent did not occur. 
The observation that triggered my research is the obvious discrepancy between on the one hand the debate advocating increased transatlantic defence industry integration and on the other hand the fact that the actual action of this integration is quite limited. The various analyses that have sought to penetrate this problem area have all approached it differently compared to what I regard as being the most interesting and relevant aspects. Previous analyses have all been in other scientific domains – political science and economics for example – or they have adopted more of a general policy approach. These analyses have intrigued me and inspired me to address the issue differently. This paper suggests a way of reaching an understanding of, and an explanation for, this process from a different angle.

A choice of companies has been made based on the criteria for a theoretical concept – the ‘strategic group’ (Harrigan, 1985; Porter, 1986; McGee & Thomas, 1986; Söderlund, 1993, Killström, 2005). The integration studied involves a group of companies – a ‘strategic group’ which has certain specific, common characteristics that make an analysis of this group of companies of interest. Certain companies within the defence industry share the characteristic of being system integrators and are on a level of their own as system integrators – commonly described as the 'primes' or the 'prime integrators'. These companies are for the purposes of this research defined as the focal strategic group. The group consists of eight companies. Of these eight companies, four are from the USA (Lockheed Martin, Raytheon, Boeing, Northrop Grumman), one is French (Thales), one is British (BAE Systems), one is Franco-German (EADS) and one is a conglomerate of European missile producers (MBDA).
The level of analysis is the industrial meso level. The empirical data point to that the character of the organisational field mainly is defined by the interaction on the meso level between on one side the government policy and actions and on the other side the corporate strategies. The meso level is a certain institutionalised functioning of a meso-community within a nation; in this case the supportive framework towards a national ‘Military-industrial complex’ (MIC).
Previous analyses of this research problem

What explanations for the outcome of transatlantic defence industry integration have been presented? Broadly, it can be said that previous analyses
 (no analysis identified from business administration, unfortunately) have come up with one of the following three conclusions: 

· There is little integration and the two political contexts are so different that they will always stay apart. Usually, this conclusion is based on one of the following lines of reasoning. It could be based on a US view, which is sceptical towards co-operation with other nations; it would not contribute to promoting US interests and it would reduce US control of its defence technology. It could also be based on a conclusion from Europe that European political interests and conditions are so different to US political interests that integration cannot occur.
· If the two sides could change in the following ways (normally higher defence budgets in Europe and/or less scepticism in the US vis-à-vis Europe, or harmonised military requirements); integration will occur. This is the kind of discussion that has repeatedly been put forward for decades at conferences and in contextual debates. If the two sides could harmonise their priorities more clearly, transatlantic defence industry integration will follow.

· There is integration between companies; integration that is pulling the two political contexts closer. (James, 1998, 2001:i and 2001:ii) In this case, companies do integrate and co-operate within the narrow confines created by the integration between the USA and Europe within a government context. In short, James claims that governments do not drive corporate integration; companies drive integration by exploiting the possibilities that governments offer and create. Companies do not follow schemes set by governments; they interpret the opportunities differently compared with governments.

Based on the research so far for the suggested thesis, the assumption is that we must explore the third argument and explain how it can be understood in relation to the first two arguments. We must therefore picture the integration outcome. We may thereby explore how this will explain the outcome of transatlantic defence industry co-operation and integration.

For this paper, we focus on corporate strategies rather than government priorities. However, corporate strategies are not believed to be sufficiently understood and explained if at the same time we do not relate them to government priorities concerning transatlantic defence industry integration.

The study of previous analyses of transatlantic defence industrial integration points to the fact that it is almost always analysed without an elaborate theoretical framework. Therefore, we expect a more theoretically based analysis to offer extended insight into and explanation of the chosen problem area.

Framework for the case study model
In this chapter I will discuss a number of focal concepts in my research outline. This will be the background for the case study model that I will present in the next chapter.

To start out with, a few definitions of focal concepts that will be used. In this paper, ‘integration’ includes the concepts integration and ‘cooperation’. Companies may integrate in the sense that they enter into joint ventures or they merge or acquire each other. (Mattsson 1969; Hertz, 1992, 2001) We can observe a continuum of increasing commitment in relation to different forms of integration, reflecting the rational reasons for different choices. (Lorange & Roos, 1992; Yoshino & Rangan, 1995, Cateora, 2002) They may also co-operate in the sense that they mutually strive to pursue a goal which they both sense benefits their respective goals, but without creating a new, merged corporate entity. (Axelrod, 1984). 

Brunsson (1996, 2000, 2007) described that organisations tend to show a discrepancy in what they say that they will do and what they actually do; a discrepancy between ‘talk’ and ‘action’. Talk concerns an expressed and articulated view that some event or change should come about, e.g. increased transnational integration of markets. ‘Action’ refers in my framework to the aggregated action of integration within a focal market, i.e. the list of cooperations, joint ventures, mergers and acquisitions and such. As will be noted, the difference between integration and cooperation is important.  
The theoretical model identifies a pair of concepts for or against a certain industrial change, both from a corporate and a government perspective: driving forces and inhibitors. This concept pair constitutes the talk for a specific industrial action. 

An important starting point is that we must achieve a sufficient understanding of the market in order to be able to offer an explanation of the problem under examination. 

In this chapter, the outline is as follows: First, there is a discussion of what characterises the defence industry and the defence market. Thereafter, there will be a discussion of what characterises the institutionalisation of markets, and we will introduce the concept of an ‘organisational field’ – a central concept in neo-institutional organisational analysis theory. This will be followed by a discussion on change within institutions, followed by the introduction of the concept ‘politico-industrial market’. After this follows a discussion of the concepts ‘driving force and inhibitor’. Finally, there is a discussion on what kind of rationality that steers corporate integration in a politico-industrial market. After this, in the following chapter, we will introduce the model used in the thesis work.
The main theoretical domain of the research is primarily within neo-institutional theory within organisation analysis. This is related to selected theoretical concepts from other fields of business administration where it is believed that the institutional theory has its limitations in explaining the empirical phenomena described in my thesis work.
The defence market

There is a need to discuss the nature of the defence market, since it is generally described as being very different to other markets. If we were to analyse, for example, integration within a group of companies in the automotive market the need would be considerably less as this market is well known.

The defence market is in many ways a “distorted” or “exaggerated” market that takes the impact of government influence and of vested interests to extremes. In a case study, it could therefore be assumed that theoretical aspects of institutional interaction in a specific social system will be unusually marked or influential. A case study on the defence industry could therefore offer specific insights that might contribute to certain, more general, theoretical aspects or constructs.

The defence market deals with the acquisition of complex, technology-intensive products – systems that will be operated for decades and where acquisitions are strongly governed by political demands and specifications. The supply chains and the industrial landscape are mainly made up of large, technology-intensive companies, and research and development requires very large investment. Companies mainly sell to other companies as subcontractors or to the end-users – governments – in the form of military or defence-oriented authorities.
 

In order to describe the context of this research – the defence industry – the perspective will include aspects of heavy political influence with national connotations. The defence market will in this thesis be referred to as a 'politico-industrial market'. States have an interest in the well-being and international competitiveness of certain industries and will support them by economic and diplomatic means. The domestic conditions and institutional infrastructure are clear competitive aspects of the strength of domestic defence industry structures (Stopford and Strange (1996); Goldstein (2001)). Porter (1998) examined in a seminal study how different states seek to promote their industries in order to advance government interests through corporate international expansion. Fligstein (2002) underlined a sociological view of market activities, which stressed how markets and states are intimately linked. An institutionalised market that is shaped by political influence will create a market structure centred on social relations: an embeddedness of markets (Granovetter, 1985; Fligstein, 2002).

Examples of politico-industrial markets include e.g. the energy, infrastructure, railway and defence markets. A common denominator is that the market logic is very much affected, or even governed, by political considerations. Purchase decisions are largely not in the hands of individual consumers, they are decided upon by politicians and public officials, often through some kind of network of committees and officials.

The politico-industrial market referred to in my research is often described as a ‘military-industrial complex’ (MIC). The MIC is a much-used concept that describes the particular and common institutionalised behaviour within a nation’s military-oriented industry, its associated government players and the research community. The MIC as a concept became common knowledge through the farewell address of Theodore Roosevelt in 1961. MIC is not based on theory from any specific scientific field, but is more a commonly used metaphor or description of the national defence industry contexts. We will use the concept MIC as a point of reference, and as a metaphor that is seen as adding explanatory power. (Mills, 1956; Goldstein, 2001) It should be seen as an observation of a certain institutionalised functioning of a meso-community within a nation. This institutionalised functioning has been observed in, for example, the USA (Mills (1956), Kolko (1969, 1994), Goldstein (2001)) and France (Kolodziej 1987, Serfati, 1992, 2000, Lundmark, 2004).

The defence industry and the defence market practice is highly regulated by governments. To a large extent, it is still mainly domestically regulated. For example, production of defence goods has to have a government approval in each nation. Governments also to differing extents have a veto right over foreign acquisition of defence companies. 
Between the corporate and the political sphere

Companies and organizations in politico-industrial markets must deal with and relate to several, parallel processes with different political agendas and time scales. Such processes may intensify or slow down, they may appear to cease but be activated again. (Jacobsson, 1994) They are however agents in such institutionalised networks, they must relate to and act upon the conditions of the institutional processes. (Oliver, 1991; Lawrence, 2008)

Most analyses of transatlantic defence industry integration generally tend to view defence companies as tools of government policy, treating corporate strategy as being of minor importance. This can to some extent be explained by the fact that most academic analyses of this phenomenon is made by political scientists, economists or from some vaguely theoretical and policy-oriented perspective. The expectation is that the proposed thesis will fill a gap in the sense of analysing corporate behaviour in the defence industry based on business administration theory.

Defence companies are by definition dependent on governments as customers and on governments as financers of defence R&D. It is governments (or the military, as representatives of the government) that acquire the defence products. The development of defence products and solutions is very costly and private companies are not prepared to take such financial and technological risks as those associated with defence R&D. Governments and government bodies also shape the conditions and the regulations that the defence companies need to act within. Defence companies work in close co-operation with the military in projects that last for many years, often decades. Defence companies are thus clearly dependent on and closely affected by the actions of governments and government bodies. (Markusen, 1999; Schmitt, 2005; James, 2006)

We must at the same time repeat that defence companies to the most part are private, autonomous actors. They have the corporate goals of being profitable, attractive to financiers and satisfying shareholders. Corporate actions and integration decisions can thus not be fully understood and explained by treating them solely as tools of government policy.
Institution, institutionalism and institutionalisation

Modern institutions may exhibit considerable inconsistency between talk and action. (Brunsson, 1996) The corporate behaviour in industries that are strongly politically influenced may not correspond with generally accepted theories in business administration concerning modes of integration. Industry dynamics may be the result of the institutionalization in an organisational field. 
An institution is driven by “shared conceptions that constitute the nature of social reality and the frames through which meaning is made” or as “an established order comprising rule-bound and standardized behaviour”. (Scott, 2001) Selznick (1957) coined the expression institutionalisation, which refers to the organisational policies and practices that become “infused with value beyond the technical requirements at hand” (Jaffee, 2001). Institutions and institutional change should also be understood as infused with rivalries over different institutional logics. Power is inherent in the institutional arrangements and practice. (Lawrence, 2008) We will start out from the assumption that defence markets demonstrate institutionalised behaviour, based on the previous discussion of the nature of the defence market. 

Institutionalization in the organisational field
If we use theory under the umbrella of 'institutional theory', we cannot refer to the entire block of theorists as it is much too large and diverse. The heritage of institutionalism is difficult to grasp. It has resulted in many different traditions and has also fed into completely opposite lines of thought (Hultén, 2005). We will focus on institutional theories that describe the institutional environment as an organisational field. The ‘old’ and ‘neo’ institutionalists are not highly different, but one distinctive difference which is exploited in this thesis is that we will focus on an organisational field rather than on local, intra-organisational institutionalisation processes. The most appropriate institutional theoretical umbrella for this paper is ‘neo-institutional theory within organisational analysis’.
Meyer and Rowan (1977) stated that it is not only the organisation that undergoes institutionalisation; it is also its institutional environment. The stronger interaction between the different actors and the more stable the interaction patterns; the more institutionalised the environment.

A company’s closest and most formative environment can be described as an organisational field. Organisations which, as a whole, constitute a recognised area of institutional life: key suppliers, resource and product consumers, regulatory agencies and organisations that produce similar output. Within the organisational field, there will be institutionalised behaviour and some degree of isomorphism. (DiMaggio & Powell, 1991, Fligstein, 1991) Meyer (2007) describes organizational fields as a field of actors that is characterised by a single predominant or by multiple, potentially competing institutional orders or logics. 
In this paper, the MIC is generally seen as being united by a single logic. The environment will be permeated with ‘vested interests’ (Veblen, 1919: Ziegler, 1964) that will each on their part aim to attract resources and direct market action based on their priorities. Within a MIC, there will be constant rivalry between different vested interests competing for the resources, e.g. for the allocation of defence funds to different competing defence programs (e.g. submarines vs. fighters vs. tanks). 
A company may be dependent on other actors in the organisational field. Companies are dependent upon the access to resources in their environment in order to be able to reach their strategic goals. (Lawrence & Lorsch, 1967) In the defence industry, the companies are dependent on financial resources from the buyers. There would not be much development or production of new products without government R&D financing or firm orders.

The Markets-as-Networks (MaN) approach (see e.g. Johansson & Mattsson, 1992) to some extent captures the stability of the focal organisational field in this paper. The markets-as-networks approach has for my purposes limitations since it too much stresses continuity, cooperation and reciprocal technology development. The defence industry has a flavour of power, dominance and asymmetric dependencies which I am aiming to better capture with the model that is presented in this paper. 
The repeated socially constructed actions of an institution may stabilise and prolong such power asymmetries. Incorporating power is critical to understanding how institutions operate in society and their relationships to organisations (Lawrence, 2007). If we relate the general development of the transnationalisation and globalisation of the defence industry; this organisational field strongly resists globalisation forces that otherwise have become almost regarded as laws of nature for economic development. Such blending of strong institutions into transnational, globally transformed structures (Djelic & Quack, 2007) is in the defence industry meeting perhaps the most sceptical and resisting of all organisational fields. Djelic & Quack define transnational institution-building as a process of institutional recombination that involves elements of different national and local institutional arrangements. 
Institutions and change 
Institutions are thus generally seen as a source of stability and order. Institutions are, however, not set over time. They will eventually change due to changes in the conditions of the actors, populations, organisations, resources, technologies, politics or other factors that may deeply affect the institutional context. (Scott, 2001). A strong institutional system will by definition have built-in mechanisms that will allow incremental change although these frameworks invariably favour some interests over others and exclude some parties entirely. There will in other words be resistance to more dramatic change. The companies will also react to institutional changes in ways that will change the conditions of the industry and the market. We can speak of industry formation processes (Van de Ven and Garud, 1989; Aldrich, 1999; Scott, 2001).

Mattsson & Hultén (1995) analyse market changes from three aspects: changes in the institutional conditions of the industry, technological development and changes in the structure of the industry.
 The case study model does not address the technological development in the proposed thesis but we will explore how the changes in the structure of the industry are dependent on, and are a result of, the institutional conditions in the industry.

Institutionalised systems rise and fall. Even highly stable and socially embedded fields supported by powerful constituents can be dethroned and dismantled. Sooner or later there will be some change in the internal or external conditions that will create some kind of deinstitutionalisation of the institution. However, the institution is by nature and by definition an inter-organisational system which resists change. Therefore, there will be resistance towards change from within the institution. The problem specified in the thesis evolves within a strongly institutionalised context. This means that deeply rooted practices must change. 
In highly institutional systems, endogenous change seems to almost contradict the meaning of institution. If a clear mismatch arises between the corporate and the political level for example, they may grow apart and tension will become increasingly marked. (Scott, 2001; Jaffee, 2001) The resistance to change can be described as institutionalised inertia (Weber, 1924; Mills, 1959; Granovetter, 1985; North, 1999, Lawrence, 2008).  Djelic & Sahlin-Andersson (2006) stress that ‘fields of transnational governance’ are crossed and structured by powerful institutional forces. Institutions in themselves push and pull activities in certain directions; the forces are self-reinforcing; and they constitute ‘the rules of the game’.
Change within institutions normally occurs on several levels. Therefore, an analysis of the organisational field should include analysis of more than one level. It will be crucial to identify the factors within the different levels that are the most important and that will offer a bridge between the two levels. “Although no single study can hope to definitively analyse all the causal connections across levels for a complex institutional arrangement, the most informative studies are those that identify and trace the effects of salient and influential processes across two or more levels” (Scott, 2001, p. 196)

The politico-industrial market as an institution

We have already described the politico-industrial market. In the politico-industrial market there is by definition a clear, declared interest on the part of government actors to influence the functioning of the market. The politico-industrial market is an institution. The defence market fits well into this concept.

The government actors related to a politico-industrial market consist of several agencies and ministries with their respective vested interests. There is no single and unanimous consensus regarding the development of an industry over which the government has a strong influence. There will be politicians as well as public officials who make decisions or influence the conditions of the defence industry. We will in the empirical assessment of driving forces and inhibitors show how there are quite different interests and actions on the government side of the organisational field.
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Figure 1: The organizational field of a politico-industrial market (Inspired by Furusten & Werr, 2005 and Furusten, 2007)
The defence market consists of different groups of actors. First of all, the defence industry consists of the companies. If we talk about a defence market, the sellers are the companies and the buyers are the states in the shape of military organisations and the organisations they design in order to organise the defence procurement. 
This kind of market has an environment which steers and shapes the actions of its actors; an organisational field. The organisational field contains different interest groups that represent defence companies, military interests or perform lobbying on behalf of the other actors. The organisational field is shaped by factors that offer certain conditions for the market: politics, rules and regulations; technological development; market conditions and the institutionalised practices of the organisational field. In this view, the actions taken by the market actors are deeply influenced by the organisational field.

Driving forces and inhibitors 

We may also address the change in an industry by identifying forces that may act or counteract some sort of industrial development, e.g. trans-national integration of companies within a certain industry. Change within industries can also be described as transformation. Transformation in this sense refers to how industries will change in their composition and way of functioning. Transformation focuses on what is changing the contents of broad aggregates – changes over time within and between micro-entities. (Dahmén, 1988) Schumpeter discusses how industries evolve through the process of creative destruction, where industries and markets are changed due to innovations that alter the conditions or create new businesses. (Schumpeter, 1943) 

Companies and strategic groups will change their composition either in order to exploit business possibilities and opportunities or as innovations; positive actions. They can also adapt or react to altered conditions outside themselves; negative actions. (Dahmén, 1988) Whilst companies see incentives to, for example, integrate or co-operate, other influential actors or agencies may come to other conclusions. Companies and non-corporate actors may thus interpret institutional change differently. This will be expressed by the actors in their expressed talk or in their actions as what we will call driving forces and inhibitors.
  
Driving forces could be: companies should integrate more since that would improve possibilities for synergy realisation between companies; companies should pool their projects in order to reach economies of scale. Inhibitors could be: companies should integrate to a larger extent since the political influence is so large that the increased administration would make cooperation inefficient; defence companies should not integrate to a larger extent since that would increase the risk for domestic defence technology coming in the wrong hands. A driving force or an inhibitor is thus an identified argument for a certain industrial change to occur, or why the industrial change should not occur. 

On the government side it will seldom be possible to clearly identify and state clear and contrasting forces versus contradicting forces (i.e. driving force versus inhibitor). The government arguments for and against increased corporate integration may in the politico-industrial market be so many and multifaceted that we will on each side (for and against) see a handful of arguments that are more or less related.

Growth of the firm may be manifested primarily by acquiring other companies or by companies merging. (Penrose (1959), Williamson (1975)) Firms can also further their interests through intermediate forms of action, falling somewhere between organic growth and mergers and acquisitions. Such forms may be alliances, joint ventures and different types of collaborative arrangement. (Harrigan (1987), Lorange & Roos (1992), Yoshino & Rangan (1995), Holmqvist et al (1998), Cateora et al. 2002) Incentives for joint ventures may be to achieve internal, competitive or strategic benefits. (Harrigan) 

In an industry, companies strive to be competitive. Porter formulated concepts of corporate strategy as a company’s ability to manage and implement the concepts of portfolio management, restructuring, transferring skills and sharing activities. (Porter, 1987) In order to enter a new market in a nation new to the firm, the firm will encounter certain barriers to entry. (Porter (1987), Sölvell (1988)) A market may show certain unique characteristics or conditions so that the entry barriers may make firms choose (or be limited to) other modes of integration that are more or less specific to this market. This appears to be the case in the defence market. This leads to the question if it can be suggested that there are rationalities that are industry-specific?

Integration rationality in the politico-industrial market

The functioning of a market may be sufficiently explained by solely analysing the actions of the industrial actors, by using theories that solely include industrial actors. In certain markets or market situations the actions may, however, not be sufficiently understood or explained, without the inclusion of the impact of a wider institutional context. Institutional forces – e.g. legislation, government influence or politically constructed market regulatory instruments – may be such strong forces that they must be included for being able to understand and explain the market behaviour. Causal models for why companies e.g. strive for higher market shares, international collaboration or access to certain markets may offer directions for understanding and explaining the actions of the industrial actors. Each specific market, however, has certain institutional specificities that will offer certain institutional conditions. Each market will thereby have certain characteristics that will give the industrial actions a market-specific “twist”. The politico-industrial market can be assumed to deviate in its market behaviour from generally accepted beliefs about corporate economic rationality in a competitive market. We will need to analyse and take into account the distorted corporate behaviour (distorted vis-à-vis generic economic rationality) in our analysis of transatlantic defence industry integration. An analysis solely based on assumptions of narrowly defined economic, corporate rationality for integration and co-operation (e.g. Harrigan, Lorange & Roos) is not believed to be capable of offering a sufficient or plausible explanation for transatlantic defence industry integration.

How is corporate rationality to be defined? On the one hand, we have clear-cut rational objectives for promoting a company’s well-being. At the same time, the limitations placed on the company by the institution’s norms as well as cultural-cognitive and regulative forces will make certain corporate behaviour rational within that organisational field – a rational and functional compromise between demands from the corporate as well as the organisational field. (Scott) Instead of viewing the corporate behaviour as being a passive participator in the institutionalised behaviour (as is sometimes the perspective in neo-institutional theory), we must place explicit attention to the active agency and the strategic behaviours that organizations employ in direct response to the institutional processes that affect them. Such behaviour can be described as ‘strategic responses to institutional processes’ (Oliver, 1991). 

Different markets exist and develop in specific settings and the industrial and institutional actors behave in a way that is dependent on the conditions that the social context exerts and on the business models that prevail. The conditions must be understood and described in a credible manner. Depending on certain chosen assumptions and theoretical definitions, the researcher can offer an explanation for why certain developments or events occur. (Arbnor and Bjerke) It may also be equally revelatory to strive to understand and explain why certain developments or events do not occur. 

If a market is governed strongly by political influence it is reasonable to assume that an analysis purely of the corporate agenda for industrial integration would offer less understanding and explanation of the dynamics of industrial integration compared to an analysis that includes the influence of the corresponding institutional and political agenda for the conditions of the companies. It is obvious that corporate actions regarding integration are not only driven by rational incentives; they are clearly affected by accommodation to the possibilities that the political environment allows.

Based on the preceding discussion on certain concepts and phenomena, we will now aim to synthesise them into a model suitable for the research problem.

Case study model
This model strives to find an explanation for an integration pattern within a market that has quite specific characteristics. The integration concerns a group of companies – a ‘strategic group’ (Porter, 1986; McGee & Thomas, 1986; Söderlund, 1993; Daems & Thomas, 1994; Killström, 2005) – which has certain specific, common characteristics that make it of interest to concentrate the analysis on this group of companies. 

The purpose of this model is to formulate an explanatory model for analysing the talk about and the action of companies within an industrial change process for a strategic group of companies. The explanatory model is designed for the particular environments of politically influenced, institutionalised industries (= a politico-industrial market).
Model perspective – frame of reference

The previous theoretical discussion links up to two interrelated empirical phenomena:

· the assessment of driving forces and inhibitors (the talk)

· the nature of industry integration and co-operation (the action)

There is often a weak or unclear causality between talk and action (Brunsson, 1996). As part of the suggested research we will strive for a deeper understanding of whether we can identify such causality. In order to understand the driving forces and inhibitors, they must also be seen in relation to the nature of the institutionalisation of the organisational field.

In order to produce an explanation for transatlantic defence industry integration we must study the discrepancy between talk and action. This cannot be said to be an objective empirical observation. The impression will be a subjective interpretation depending on the theoretical perspective chosen and the epistemological assumption that they bring.

The model below in Figure 2 (based on Brunsson, 1996, 2002) depicts the theoretical constructs that build the theoretical analysis. The upper illustration in figure 3 is my depiction of Brunsson’s view. In Brunsson’s words, there is a talk suggesting a certain form of behaviour, and we will experience a corporate practice that is not coherent with the expressed talk; we will in most cases experience a discrepancy between talk and action. 
This talk is, however, less rational than what is generally suggested in business administration theory. It will be a compromise between on the one hand corporate incentives for company competitiveness and success and, on the other hand, political goals, incentives and restrictions. In parallel, we can observe an action of industrial integration, which for this model is the aggregate action of Brunsson’s practice. Brunsson has a similar discussion in several articles stressing the discrepancy between belief – practice, or talk – action. We will in this paper use the concept pair talk – action in order to better serve the purposes of the suggested thesis.
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Figure 2: Discrepancy between talk and action (inspired by Brunsson (1996, 2002))

For my research, this fundamental separation between talk and action is the basis for the focal analytical model that I intend to use in my thesis. In the case study model for this thesis (figure 3), we have on the left the driving forces and inhibitors that represent the talk. On the right we have the transatlantic identified co-operative and integrative pattern as the action. There is an assumed discrepancy between these two. We expect to reach an understanding through an analysis of how action relates back to and affects talk. In this model, we assume that there is a 'discrepancy' (i.e. that the talk for a certain action does not result in such a directly corresponding action) between talk and action. In a perfectly transparent and logical world, the talk would result in a matching action. This is, however, not the case in the defence industry - nor in other industries. Such a discrepancy will be different in nature and scope in different industries.
In order to be able to find an explanation for the discrepancy between on the one hand the talk for transatlantic defence industry integration and on the other hand the corporate actions regarding transatlantic defence industry integration, we must according to the perspective of the thesis understand the impact of the organisational field.
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Figure 3: Talk and action in relation to a suggested industrial change. 

In the thesis the aim will be to identify the institutional factors in the organisational field that will help to offer a plausible explanation for the discrepancy between talk and action for transatlantic defence industry integration. These institutional factors will be sought after in the organisational field.

What can this model do?

If we can see that defence companies interact transatlantically in certain forms of integration or co-operation – what makes them integrate and co-operate in the way they do? Based on the conditions in the defence industry that we can pick up on and with the aid of the chosen theory and the model that the theory will fuse into; how can we understand and explain the type of integration that we are seeking to identify?
An interesting aspect is that the arguments for certain events – in this case increased integration – argue for that a certain causality should exist due to certain logical or rational arguments. The actual action in the transatlantic defence industry integration shows that the preferred causality apparently does not occur or exist at all. A more valid question could thus be why do certain events not occur, and how can that be seen to express a certain causality: that the factors x, y and z lead to that a certain, preferred change does not occur. This must especially be seen in the light of other industries integrating further and collaborating more openly and less restricted. The non-occurrence of an event leads to the more valid question being the negative response: why does a change not occur? Scott (2001) stresses that the institution in itself becomes arranged so that it resists change and reform. We may therefore assume that the organisational field in the defence industry as having developed so much inertia so that they are successful in preserving themselves. The same companies (almost entirely) keep receiving orders and there are practically no newcomers among the companies. There is implicit consensus among the actors in the organisational field on the logic of the national security and defence interests. 
Methodology

Understanding and explanation

There are two important aspects of reaching an understanding (verstehen) and offering explanation (erklären) in the research for this thesis.
 ‘Understanding’ concerns the researcher’s striving to achieve convincing insight into the research area which can then be presented to the reader. ‘Explanation’ concerns being able to present a plausible line of reasoning based on theory, in order to explain the research problem. (Arbnor & Bjerke, 1994) For my thesis work, it became obvious that it was important to reach an industry-specific understanding of the organisational field in order to be able to explain the rationality behind the corporate integration.
Induction-deduction

For my research problem, my personal observation was that the corporate behaviour regarding the transatlantic defence industry integration could not be explained through ‘general’ assumptions on corporate rationality for corporate integration. (E.g. Porter, Harrigan, Lorange & Roos). We could analytically isolate the corporate behaviour from its organisational field, but the corporate behaviour would with an exclusion of the impact of the organisational field not be understandable; it would appear erratic or extremely cautious. 
Traditionally, scientific approaches are seen as being inductive or deductive. The knowledge creation in this thesis has a deductive (to derive out of accepted, general laws or theories, without support of personal observations) element in that academically validated theories were used and other assessments were used as a (perceived) sufficiently objective background. This is complemented with an inductive (to base on reasoning, based on gradual conclusions based on empirical observations) element by building up a knowledge concerning driving forces and inhibitors and which arguments that were identified. This parallel dialectic
 between inductive and deductive reasoning aimed to complement each other and to build up gradual refinement of my understanding, knowledge and ability to describe. Based on such a foundation, we may then attempt to produce an explanation of the observed empirical phenomenon.
Primary data and secondary data

I have studied secondary sources from literature, specialised magazines (Jane’s Defence and Defense News) and newspapers. The secondary sources however offered unconvincing explanation for the industrial action. Through extensive interviews, especially the detail and richness regarding the inhibitors for transatlantic defence industry integration was improved considerably. Interviews have been made in the US (about 40), France (around 30) and in the UK (around 15). 
Case

The model will in my thesis be tested on the case of the transatlantic defence industry integration. Within this empirical domain, there will be an assessment of the intra-European, intra-US and transatlantic defence industry integration, in order to compare the three. There will also be exemplifying cases based on a matrix with integration/not integration on one axis, and cooperation/not cooperation on the other. These examples will highlight the institutional specificities and the dynamics between the corporate and the government parts of the organisational field.
Gradual development of understanding of the organisational field
The interviews for my research had an exploratory aim; to gradually gain understanding on what arguments that lay behind the driving forces and inhibitors and who could be seen as standing behind them or support them. The exploratory aim became less marked as the interviews progressed and a picture gradually emerged. The approach during the interviews was initially to have the respondents offer a description of their assessment of the situation. At the end of the interviews, the respondents were asked to react to the interviewer’s assessment of the driving forces and inhibitors; an element of interpretation.

The research process behind this thesis can be described as consisting of four parallel and interrelated phases: the literature studies, the empirical collection, the contextual understanding and the thesis writing. All four have been necessary ingredients for being able to tell the story that is told. As described by Söderlund (1993), the literature studies were parallel and intertwined with the empirical collection. Therefore, it would not be truthful to suggest that a fully rational and initially defined process was strictly followed. Along with these two phases, the contextual understanding was a clearly necessary process in order to understand the dynamic of the context wherein my research problem resided.

The information that came out of the interviews was clearly qualitative. Furthermore, it was the respondents’ assessments concerning what arguments that were put forth for (driving forces) or against (inhibitors) transatlantic defence industry integration. These gradually received accounts from several respondents were synthesised into lists of driving forces and inhibitors in order of importance. The lists are my assessments, but they were benchmarked against the respondents and colleagues. It concerns to some extent subjective interpretations. The iterative process of research refinement cannot be shown in full transparency to the reader of this thesis, but the explanation of the research process is believed to validate this aspect.

Level of analysis
We must clarify the order of magnitude in this perspective.  The most important interface between the defence industry and the other parts of the focal organisational filed is in my research seen as being on the meso level. Serfati (1992, 2000) has studied the French defence-industrial system seen as a ‘méso-systeme’. The meso-level is in between micro and macro, in my study it applies to the defence industry in one nation. The notion of the defence industry as a meso-system is based on its deliberate and elaborated place and role in the French, US and UK economies. The meso-system is defined by its specific type of products or services. The meso-system is characterised by: a general consensus among successive government and political parties, its relative autonomy from the impact of economic recessions, its definition of being a central part of the nations technological and security posture, and that it has a strong social and economic cohesion. (Serfati, Lundmark (2004)) 

Thereby, this is not a micro study of specific corporate decision processes. Nor is it a study of the defence industry as a whole, we have chosen a strategic group of companies. 

Put in other words, this thesis concerns the study of an organisational field (DiMaggio & Powell), and within this organisational field a choice of companies – the strategic group (McGee & Thomas).

The choice of this perspective is based upon the firm impression and belief that the meso level is the most fruitful perspective for describing the problem/phenomenon that I state that I have observed; the most important interface resides on the meso level between on the one hand the companies and on the other the state actors and the institutional actors. The corporate conditions and the government conditions communicate and blend at the meso interface.
Empirical data

The empirical data for my thesis consists of several different sets: assessments of secondary sources of the development of the talk for defence industry integration; i.e. how the different government and corporate actors over a chosen time period (1995-2001) have expressed their driving forces and inhibitors for deepened defence industry integration. Furthermore, there are the assessments of the talk which have been identified through interviews. The interviews offered clearly enhanced detail of the driving forces and the inhibitors, where especially more cynical and opportunistic inhibitors became identified. Finally, there are assessments in tables of identified integrative events (integration and cooperation)
; the action to be compared with the above talk. These assessments have been made through studies of a great number of different sources. The chapter on the conditions of the defence industry can also be seen as an empirical assessment.
Results

My research has shown that there is considerable discrepancy between the talk for increased defence industrial integration and the actual action. The interviews revealed much more detail regarding factors that inhibit corporate integration, compared to secondary sources. 

Through the empirical data, we can compare the intra-US, intra-Europe and transatlantic integration actions. This shows that the greatest discrepancy is by far in the transatlantic dimension. 

The defence industry integration takes other integrative forms (e.g. work share, juste retour, and teaming arrangements) than the forms described in generic business administration theory. This industry-specific action is a compromise between corporate incentives and political restrictions. 
It is in the defence industry an important dividing line between cooperation and integration, a less pertinent distinction in other industries. The defence industry is distorted vis-à-vis many industries’ business logics, but the companies are still private and on the stock market. 

Continued work

In order to accept this thesis’ model and analysis, one must also accept the assumptions that underlie the view of how the corporate and government driving forces and inhibitors interact. This interaction suggests an opportunistic domestic rivalry driven by self-interest and vested interests, the MIC outwardly united by certain common talks. Such a national system (the MIC) can be described as a socially constructed reality, where other national contexts have other special characteristics. If such a view cannot be accepted, certain other assumptions fall as well and the research problem would demand a clearly different research design. The point is here that the knowledge and the understanding that this thesis supposes, demands an acceptance (not necessarily agreement) of certain assumptions. In order to reach an acceptance of the thesis’ analysis, these assumptions must be clearly explained. Hopefully, this has been the case.

The intention is that the thesis will provide:

· an understanding of the defence industry strategy regarding transatlantic integration, which has previously attracted scant interest within business administration

· empirical contributions concerning the defence industry (e.g. the talk about integration and integration patterns)

· a new model for analysing discrepancies between talk and action in relation to an industrial change process, based on Brunsson’s dichotomy between talk and action – a model which should be possible to use in other markets with resembling characteristics.
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APPENDIX 


The transatlantic integration of the defence industry  until 2002
Transatlantic integration or cooperation is defined as an activity with on the one side a US company and on the other side a company from Europe.

Table . Geographic integration of the transatlantic defence industry.
	Geographic integration
	
	Events

	MoU:s, Teaming arrangements, JV
	
	

	
	With UK companies
	Alliance: “On defence and technology projects”, (British Aerospace, UK and General Dynamics, US (1991))
15-year cooperation agreement (aero engines) (Rolls-Royce, UK and Westinghouse, US) 1992

Teaming arrangement: EH 101 Merlin helicopter (Westland, UK and IBM, US) 1991

UK medium-range SAM (missiles) (tendering phase) (BAe Dynamics, UK and Raytheon, USA) 1991

US JPATS competition (tendering phase) (British Aerospace, UK and Beech, US) 1992

UK attack helicopters (Westland, UK and McDonnell Douglas, US) 1992

Subcontracting on short –range AAM for RAF (missiles) (BAe Dynamics, UK and Hughes, US) 1992



	
	With French companies
	JV: Thales Raytheon Systems (Thales, F and Raytheon, US) 2001

	
	With German companies
	Alliance: “Preferred partnership in future engine programs” (MTU, G and Pratt & Whitney, US) 1991

Teaming arrangement: Production of Patriot SAM systems (missiles) (MBB, G and Raytheon, US) 1991

JV: CSC (Aero engines) (MTU, G and Pratt & Whitney US) 1991

	
	Italian
	JV: Space Controls Alenia Honeywell (Construction of space equipment)) (Alenia, I and Honeywell; US 1992

	
	Spanish
	JV: Gyconsa (Anti-tank missiles) Hughes Electronics (40%),, US and Inisel (60%), S, 1991
M&A: General Dynamics acquired Santa Barbara, 2001

	
	Swedish
	M&A: United Defense acquired Bofors, 2000

	
	Transnational companies
	MoU: Cooperation between EADS and Northrop Grumman 

Consortia: MBDA/Boeing for Meteor.

	
	Other
	UK medium-range SAM (missiles) (tendering phase) (Norsk Forsvarsteknologi, N and Hughes, US) 1991

	Mergers and acquisitions
	France to US
	Acquisitions from France of U.S. companies: Ocean Defence Corp. (1988, Thomson-CSF). 

Matra, (F) acq. Fairchild Space, Fairchild Communications and Electromnics, Fairchild Control Systems (US) (1989)

Thomson has also failed to acquire LTV (1992) from the U.S.

	
	US to France
	Acquisitions from U.S. of French companies: 

Ratier-Figéac, 

TRW Systèmes Aéronautiques, 

Rockwell Collins France.


	
	UK to US
	Dowty Group acquired Resdel Engineering, 1990

Lucas Aerospace acq. Tracor Aviation, 1991

GEC acquired Tracor, 1998

	
	US to UK
	General Motors acquired Rediffusion Simulation, 1988

BEU Electronics acquired 4 divisions of Sustron Donner, 1990
Brown and Root was given the authority to manage the Davenport military shipyard in 1988

	
	Canada to UK
	Bombardier acq. Shorts (NI) in 1989

	
	Germany to US
	Diehl acq. Bodenseewerk Gerätetechnik (situated in Germany) from Perkins Elmer Group, US, 1989

Sauer (G) acquired Sundstrand-Sauer (US)

Siemens acquired Cardion Electronics 1991

	
	US to Germany
	General Dynamics acquired Eisenwerke Kaiserslautern (military bridges), Germany 2002
One Equity Partners acquired Howaldtswerke-Deutsche Werft AG (HDW), 2002 (later sold to Thyssen Krupp Marine Systems (2005))

	
	Trans-national
	Aerospatiale, Alcatel (F) and Selenia (I) acquired 49 % of Space Systems Loral (US), 1990

	
	US to other
	United Defence acquired Bofors Weapon Systems (artillery and munitions), Sweden 2000

General Dynamics acquired Santa Barbara (armoured vehicles), Spain 2000

General Motors acquired Mowag (armoured vehicles), Switzerland 2000
FLIR Systems acquired part of Saab Tech Electronics, Sweden 2001
General Dynamics acquired xx % of Steyr-Daimler-Puch (armoured vehicles), Austria 2002

	
	Other to US
	ELSAG, I acquired Bailey Controls, 1989

	Joint ventures
	US-UK
	

	
	US-France
	Advanced Energetic Materials Corp. of Europe , 1992, (advanced insensitive, armour systems), Kaman, US, And SNPE, France

Thales Raytheon Systems, 2001

	
	US-Germany
	

	
	Other
	FNSS, Savunma Sistemleri (armoured Vehicles), United Defense , US and NUROL Holding, Turkey 2000

	Teaming Arrangements

(difficult to trace when these more exactly started)
	US-UK
	Harrier and Super Harrier (Fighter aircraft), British Aerospace, UK and McDonnell Douglas, US

Pegasus and RTM 322 engines, Rolls Royce, UK and Pratt & Whitney, US

Hawk (trainer aircraft), British Aerospace, UK and McDonnell Douglas, US

	
	US-France
	CFM-56 jet engine, Snecma, France and General Electric, US

RITA tactical communication system, GTE, US and Thomson, F

Minehunting Sonar, Thomson-CSF, France and Raytheon, US

	
	US-Germany
	

	
	Multilateral
	MEADS Improvement programme (US, F, G, I)

	
	Other
	



































Talk








The organisational field of a specific market





Actors in the defence market:


Defence industry


State actors





Interest groups


Lobbying groups


Government agencies


Politicians


Representatives of vested interests





Actors in the organisational field





Institutionalised practices and conditions:


 Politics


 Rules and regulations


 Business practice





Defence market





Factors shaping the organisational field





Changes in market conditions





Technological development








Discrepancy





How does action relate to talk and vice versa?
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� Such an overview was made in Lundmark, 2003:i. Will be presented in the thesis.


� As a reference for this, the thesis is intended to have one chapter devoted solely to the talk concerning transatlantic defence industry integration.


�Admittedly, there exists illegal arms trade to buyers other than these. For this thesis, however, such illegal trade is excluded from the analysis. The assumption is that such trade is not performed by the companies in focus, or that trade in such a case is conducted through further distribution and reselling from the official buyers.


� Based on Johanson & Mattsson, 1992.


� Dahmén did not use the concepts driving forces and inhibitors in his theory.


� Brunsson does not present his dichotomy in a figure; this is my interpretation.


� Verstehen and erklären as used by e.g. Weber and Habermas. See Alvesson & Sköldberg (1994).


� ‘Dialectic’ as in recurring interaction - not as in thesis, antithesis and synthesis.


� See appendix for example.


� Previous names of TRW Systèmes Aéronautiques, Rockwell Collins France not identified.
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