~ A Service of
’. b Leibniz-Informationszentrum

.j B I l I Wirtschaft
) o o o Leibniz Information Centre
Make YOUT PUbllCCltlonS VZSlble. h for Economics ' '

Nicholson, Brian; Sahay, Sundeep

Working Paper
Institutionalisation, deinstitutionalisation and change: The
context of policy change for software exports in Costa Rica

Manchester Business School Working Paper, No. 538

Provided in Cooperation with:
Manchester Business School, The University of Manchester

Suggested Citation: Nicholson, Brian; Sahay, Sundeep (2008) : Institutionalisation,
deinstitutionalisation and change: The context of policy change for software exports in Costa Rica,
Manchester Business School Working Paper, No. 538, The University of Manchester, Manchester
Business School, Manchester

This Version is available at:
https://hdl.handle.net/10419/50652

Standard-Nutzungsbedingungen: Terms of use:

Die Dokumente auf EconStor durfen zu eigenen wissenschaftlichen Documents in EconStor may be saved and copied for your personal
Zwecken und zum Privatgebrauch gespeichert und kopiert werden. and scholarly purposes.

Sie durfen die Dokumente nicht fiir 6ffentliche oder kommerzielle You are not to copy documents for public or commercial purposes, to
Zwecke vervielféltigen, 6ffentlich ausstellen, 6ffentlich zugénglich exhibit the documents publicly, to make them publicly available on the
machen, vertreiben oder anderweitig nutzen. internet, or to distribute or otherwise use the documents in public.
Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen If the documents have been made available under an Open Content
(insbesondere CC-Lizenzen) zur Verfiigung gestellt haben sollten, Licence (especially Creative Commons Licences), you may exercise
gelten abweichend von diesen Nutzungsbedingungen die in der dort further usage rights as specified in the indicated licence.

genannten Lizenz gewahrten Nutzungsrechte.

Mitglied der

WWW.ECONSTOR.EU é@“}


https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://hdl.handle.net/10419/50652
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/

The University of Manchester

Manchester
Business School

CHESTER
1824

Working Paper Series

Institutionalisation, Deinstitutionalisation and
Change: The Context of Policy Change for
Software Exports in Costa Rica

Brian Nicholson
Sundeep Sahay

Manchester Business School Working Paper No. 538
February 2008

Manchester Business School

Copyright © 2008, Nicholson and Sahay. All rights reserved.
Do not quote or cite without permission from the author.

Manchester Business School
The University of Manchester
Booth Street West
Manchester M15 6PB

+44(0)161 306 1320
http://www.mbs.ac.uk/research/working-papers/default.aspx
ISSN 0954-7401

The working papers are produced by The University o f Manchester - Manchester Business School and are

to be circulated for discussion purposes only. Thei r contents should be considered to be preliminary. The
papers are expected to be published in due course, in a revised form and should not be quoted without
the authors’ permission.




Author(s) and affiliation

Brian Nicholson

Accounting & Finance Division
Manchester Business School

Booth Street West

Manchester, M15 6PB

UK

Phone: +44 (0)161 275 4024

Fax : +44 (0)161 275 4023

E-Mail: brian.nicholson @mbs.ac.uk
Web : http//www.mbs.ac.uk

Sundeep Sahay
University of Oslo
Norway

Abstract

This paper addresses deinstitutionalisation from a longitudinal perspective. Drawing on
the case of software exports policymaking in Costa Rica, it analyses persistence and
change paying particular attention to formation of dissensus, understood as lack of
unanimity on the value of an activity that is sufficient to destabilise institutional norms and
activities. The role of cultural and political factors in deinstitutionalisation or persistence is
considered. Based on the empirical data, a framework for understanding political and
cultural dynamics in deinstitutionalisation is proposed.

How to quote or cite this document

Nicholson, Brian, & Sahay, Sundeep. (2008). Institutionalisation, Deinstitutionalisation and
Change: The Context of Policy Change for Software Exports in Costa Rica. Manchester
Business School Working Paper, Number 538, available:
http://www.mbs.ac.uk/research/working-papers.aspx.



INSTITUTIONALISATION, DEINSTITUTIONALISATION AND CH  ANGE:
THE CONTEXT OF POLICY CHANGE FOR SOFTWARE EXPORTS | N
COSTA RICA

Brian Nicholson, Manchester Business School, UK
Sundeep Sahay, University of Oslo, Norway.

Abstract

This paper addresses deinstitutionalisation from loagitudinal
perspective. Drawing on the case of software esppalicymaking in
Costa Rica, it analyses persistence and changengagarticular
attention to formation of dissensus, understoothels of unanimity on
the value of an activity that is sufficient to destise institutional norms
and activities. The role of -cultural and politicalactors in
deinstitutionalisation or persistence is consider&hsed on the
empirical data, a framework for understanding it and cultural
dynamics in deinstitutionalisation is proposed.

INTRODUCTION

Policy making and implementation necessarily ineshthe creation of new
institutions, suppressing existing ones which maypaede the new, and the
reinstitutionalization of new policies. Institutiain theory has emphasized the
complexity of these change processes and providesvith conceptual tools to
develop strong theoretical insights into the phesmoom of policy formulation.
Applying theoretical insights into problems of ptiaal significance, such as of policy
making, is extremely important but often deemplesiby researchers.

), drawing inspiration from John Dewey (1938) wrote

“Social science should be guided by problems ef éihd practice rather than
by intellectually self-generated conceptions andhméques. To be truly

scientific, the problems of social inquiry must @raut of actual social

tensions, needs, troubles.(: )

The practical domain that we analyze in this papmrcerns the domain of policy
formulation for strengthening national software estp in the context of developing
countries. This domain is seen by national govemimend also international
agencies like the World Bank as an urgent econoamd social need, as it is
increasingly being established that software ingudevelopment is an important
enabler of national economic growth

especially for developing countries. The casendlid is often
taken as an exemplar in this regard, with the combisoftware development (IT) and
IT Enabled Services (ITES): call centres, accognservices etc) sectors revenues
accounting for $36.3 billion during 2005-06, up rfro$28.4 billion in 2004-05,
reflecting a growth of 28 per cent (NASSCOM - Natb Association of Software



and Service Companies). This combined sector darigd 4.8 per cent to the national
GDP in the financial year 2005-06, providing emph@nt to more than one million
people, and also created various beneficial dematitst effects to other sectors

).6This spectacular economic and social growth
has been taken as a source of inspiration in ggigiolicy initiatives in various
emerging countries such as Jordan and Vietnamlg

)
Software industry growth in India and also in otleeuntries, have been shaped by
various policy initiativesk )Osuch as favourable

tax exemptions in Vietnam (Duong 2004), the creatibSoftware Technology Parks
in India (Arora et al 2001), catalyzing Foreign &it Investments (FDIs) in Ireland,
and venture capital support for military orientaxftware products in IsraeH(

YO(However, when countries try to
emulate or replicate successful models and polidigs variations in institutional
contexts are often not given due significance bthlvesearchers and policy makers.
For example, when the Indian software industry bled in the eighties, the
phenomenon of offshoring was a new business afearaf considerable first mover
advantage. This is in contrast with the currentation where the marketplace is
cluttered with both suppliers and buyers. The cdraéthe military in Israel, a strong
private sector in India, and the role of expatsate Ireland, all provided very
different institutional conditions which shapedipgland industry growth trajectories
in the respective countries, and are thus diffitulteplicate.

Researchers proposing policy frameworks are oftailtygof marginalizing the
consideration of institutional variations in timplace and cultural contexts. For
example, the Software Exports Success Model (SEBMposed by

describes a set of factors which influence polioy $oftware
context such as infrastructure, human resourceso#mers. However, while these
factors are useful in sensitizing us to issueswddrtance, they do not consider the
process of how such policy is to be formulated @amglemented, and how this
process mutually shapes and is shaped by theuitatial context. Trying to replicate
these models in different contexts is fraught whhllenges, and often misleading.

To analyze more explicitly the context, process ameir mutual linkages
theoretically, we draw upon institutional theorys A has argued,
institutional theory can play a significant roletins domain:

“The agenda (of institutional theory) should inauthe policy relevance of
organizational and institutional theory. Concerm foeory is an important
source of intellectual discipline. It tells us, amgoother things, that we cannot
be satisfied with a new idiom, or a new way of kKmg, if it fails to take
account of contexts and variations” (Selznick, 199877).

Institutional theory provides a range of approaclesanalyze organizational

processes, including around policy formulation atmir implementation. An

institutional theory lens on processes of orgaiusat change offers distinct insights.
For instance, the ‘logic of opposition’ described Robey and

considers how opposing forces which advance or demhange enables explanation
of contradictory outcomes. The convergent view aostitutional development



emphasizes the unitary progress of institutionstaed self regulation to steady state
( Y. In contrast, the contested view opposes the egent view's
depiction of institutions as homogenous, passiw l@rmonious, and instead views
institutional persistence as the outcome of theestrbetween those who want change
and those who do not. Deinstitutionalizationli( seeks to explain both
persistence and change, drawing on the contestedwhich focuses on conflict as a
source of change. During institutional formatiorhieh inevitably occurs in policy
making, convergent forces may dominate latent dietr forces, which may
subsequently may rise at the expense of convefgergs, and provide the impetus
for deinstitutionalisation, implying the breakingwin of existing institutions (Oliver
1992).

The aim of this paper is to examine how these m®E® of deinstitutionalization are
shaped and unfold during the process of policy tdation and implementation in the
specific context of the software exports sector Gosta Rica. The focus on
deinstitutionalization is also in line with the hats’ action research efforts to try and
introduce change by giving new directions to théiamal software export policy

efforts. The aim in this paper is thus more thast jaxplain how stabilization

continues, or explain why new policies are difftcia introduce, but also on how the
existing conditions can be “deinstitutionalizedridalead to the reinstitutionalization
of new directions.

The paper is organised as follows: we begin withemretical discussion drawn from

institutional theory focusing on how change isiaié¢d and the unfolding of processes
of deinstitutionalisation over time. This is folleed by a description of the

methodology and the research setting. We continitle the case analysis of the

interplay of the processes of deinstitutionalisatémd persistence, with a particular
focus on the role of dissensus within and betwadrcdtures. We end with our

conclusions and contribution to theory and practice

THEORETICAL PERSPECTIVE: INSTITUTIONAL THEORY AND
CHANGE

Institutionalism is a theoretical strategy thattéeas institutional theories and seeks to
develop and apply them to the study of particutganizational processes|

) Institutional theory has its formative roots lretsocial sciences, and represents
one of the most robust sociological perspectiveshiwi organisational theory

(Greenwood and and with extensive application in the domain of
information systems research. While new institidleam consciously seeks to
differentiate itself from the old¥{ Y)@hese differences are

contested (see Selznick 1996). This effort to tshif focus has come as a result of
criticism of old institutional theory being too faged on the macro normative and
regulative structures (Scott 2001) and its bias atolw explaining stability of
institutions rather than on how they may changeil®Vbid institutional theory was
concerned with issues of power, influence, coal#joand competing values
( /)new (or neo) institutionalism places stronger kags on
cognitive aspects of institutions, issues of |leggcy, embeddedness of organizational
fields, and the centrality of classification, rags, scripts, and schemail{

10l this paper, we focus on the



strand of new institutional theory, especially ogpis that help us to explore the
dynamics of organizational change processes, imguthe role of norms, symbols,
myths, belief systems, and informal arrangemerds itifluence organization culture
in addition to the formal rules.

In the first of the following two sub-sections, veeiefly discuss how institutional
theory has been applied in IS research, and igeatime dominant themes in this
work, especially related to the question of undemding organizational change
processes. In the second, we present our thedrpécspective based on the concept
of deinstitutionalization, which we will draw upoto understand our empirical
material.

An Overview of Institutional Theory and its Application in IS Research

Institutional analysis is increasingly receivingceptance as a valuable theoretical
lens in relation to understanding information systerelated processes (efy:

ZIn essence, institutional analysis examines hamadbsocial
and historical forces, ranging from explicit laves implicit cultural understandings,
affect and are affected by the actions of individiend organizations (Orlikowski and
Barley p153).

Y, in her influential analysis of institutional ty in information
systems research clearly emphasizes the intergeskaetween organizations through
the concept of a diverserganisational field(

) The ‘organisation field’, sector, niche, or metrknables an exploration of the
role of the multiple actors and their associatesfitutions with respect to a common
phenomenon, for example in our case of policy n@gkiBiMaggio and Powell
(1983:43) define the organizational field as "thosganizations that, in the aggregate,
constitute a recognized area of institutional Ikey suppliers, resource and product
consumers, regulatory agencies, and other orgamigathat produce similar services
or products". The notion of field connotes the tase of a community of
organizations that partakes of a common meanintesysusually under equivalent
regulatory systems, and whose participants interexce frequently and fatefully with
one another than with actors outside of the fieldo( )2 The organisation
field concept is integral tostitutional isomorphisnthat characterizes organizations
within fields, and their tendency towards homoggniirough the adoption of similar
practices, policies and techniques driven by tregctefor resources, legitimacy and
political power.

Although there has been significant usage of ustihal theory in IS research, the
dominant focus in empirical studies has been empigithe regulative aspects of
institutions and their role in institutional peteisce, rather than on the understanding
of deinstitutionalization and contested changesTocus is typified in an article titled
on “becoming part of the furniture’s( )/Here the authors
focus on the institutionalisation processes by Wwhigformation systems become
legitimate, unremarkable tools that people takegfanted until a breakdown occurs.
The early contribution of ) into institutional impact on innovation has
been used in many subsequent studies such asa@iv&igueroa (2002) that focuses

on policymaking for ICT adoption in Chile. King'samework is derived from a



definition of institutions as ‘any standing entityat exerts influence and regulation
over other social entities’. This emphasizes thgulative aspect of institutions
(government authorities, international agenciegjdrassociations) over innovation as
opposed to understanding contested change in shiutions themselves.

There is some, albeit a limited amount, of literatin the use of institutional theory in
IS that addresses the issue of change. P while
acknowledging the ‘logic of opposition’ of institahal persistence and change
embraced by new institutionalistS|( ), argue that the dominant presentation
of institutional theory emphasizes persistence.yThete: ‘a researcher guided by
institutional theory should be impressed by théalifty of changing institutionalized
practices’ (pl77). draw on
institutional theory and organizational politics texamine a case study of
development and use of information technology topsut the governance process in
the municipal organization of Umea, Sweden. Emplgya dialectic approach, the
authors examine forces promoting and opposing koleénge. .

Recent developments in new institutional theoryj® us with theoretical concepts
to examine processes of radical institutional cleanghich have relevance for
information systems researchers. For example tutistnal entrepreneurshipg¢
examines the dilemma of how actors embedded istiagi institutional
routines can serve as entrepreneurs of change: ) work in economics with
its focus on the analysis of the interplay betwt#enformal and informal institutions
helps to understand why formal change efforts magcesed or not. The notion of
contradictions arising from the often conflictingfluences within the organizational

field ( ) can also serve as an important theoretical mesimario
understand the potential for change. Similarly, theeoretical concept of
deinstitutionalisation ) seeks to understand processes of how existing

institutions break down with implications for theinstitutionlization of new ones. In
the next section, we outline our theoretical perpe which is based on this core
concept of deinstitutionalization.

Conceptual Framework: Deinstitutionalisation and Change, the Context of
Policy in a Developing Country

Jepperson, (1991) identifies four major types dftifational change: institutional
formation, institutional development, deinstitutiddization, and re-institutionalization.
Institutional formation represents an exit fromiabentropy, or from non productive
behavioural patterns. Institutional developmentreéspnts institutional continuation
rather than exit. Deinstitutionalization represearsexit from institutionalization, and
“takes place when established meanings and actionarin organization are
discredited, either as a result of competing megsiand actionor because of
because they are seen as falling to contributehi® institutional raison d étfe
( )/ Reinstitutionalisation represents exit from one
institutionalisation and entry into another orgadisaround different principles or
rules, in essence, the displacement of old ingiitstby new ones.

The concept of deinstitutionalization is relevamt éur analysis given that our focus
is on attempts to create new policy to supportveari® exports in a context where
such a export focus was previously largely absemd the dominant existing



institutions concerned domestic growth. The follogvi description of
deinstitutionalization by ) helps to position our analytical focus:

“the process by which the Ilegitimacy of an estabtishor
institutionalized organizational practice erodes discontinues.
Specifically, deinstitutionalization refers to tluelegitimation of an
established organizational practice or procedure aasresult of
organizational challenges to or the failure of migations to reproduce
previously legitimated or taken-for-granted orgatiznal actions”
(Oliver, 1992, p564)

For Oliver (1992), the process of deinstitutioratisn involves an erosion,

deterioration and eventual discontinuity in the egtance and use of a particular
institutionalized practice. This erosion takes platue to political, functional and

social pressures, conceptualized as the ‘anteced#ntleinstitutionalisation.” The

antecedents of deinstitutionalization offer a disti theoretical position to other
institutional theories dealing with change as thelp identify both organizational and
environmental pressures of deinstitutionalizatidduch an analytical view is

compatible with our action research efforts toadtrce new policies to support policy
for supporting software exports in Costa Rica.

Institutional development and change occurs duepdbtical pressures because
institutions are contested reflecting a responseh& underlying dissensus which
exists. Oliver describes the role of political éissus in deinstitutionalization as
follows:

“Since consensus or reciprocal typifications amawetprs on the meaning,
value and validity of an organisational form oriaty is a fundamental
condition of ongoing conformity to institutional gutices

othe development of
political dissensus or conflicting interests thasrapt the unanimity of
agreement among organisational members on the ellagarticular practice
will be a critical antecedent to deinstitutionatiea” (p569)

Deinstitutionalisation involves the commitment @&sources and conflict between
those who want change and those who do not. Itistisiare maintained only as long
as integrative forces counteract disintegratiortofcbehave consistently in pursuing
their interests seeking to survive and prosper agapt to changing circumstances.
While convergent forces such as actors’ interdstsctional utility and supporting
institutions create and sustain the institutionpagng divergent forces challenge
them, representing a dialectic interplay leadingp#rsistence or changé

). For example, within an organisation, political regsures of
deinstitutionalisation such as performance cris&y rode institutionalized activities
creating the potential for heightened internal Gonfand breakdown of shared
interpretations of appropriate behavigar ). Such a crisis may also cause
norms of cooperation to move towards self inteceg@ns and individual protection,
which may challenge the interests of existing dtalders. These internal
organizational dynamics may be also influencedrbyrenmental conditions, such as
if current performance is seen to be inadequastivelto competitors.



Functional pressures of deinstitutionalisation rbaythe consequence of changes to
the perceived utility or technical instrumentaldy practices on economic grounds
and for reasons of accommodating varying politicaterests and changing
environmental conditions, such as the introductmnnew occupational safety
guidelines or reductions in lunch hours. Socialspuees for deinstitutionalisation
arise with normative fragmentation and the breakdofcultural unanimity in shared
meanings and practices. This is caused by varioaglspressures including greater
diversity, mergers; high turnover or new leadeesliag to loss of cultural consensus
and the creation of new norms and practices. Sustugtions call attention of
organisational participants and exert social presson the organization to redefine
its formal and informal institutions. The Statedingh new laws (example for safety
and pollution) can also create pressure and newaddsnfor deinstitutionalizing
existing practices.

Deinstitutionalisation thus occurs from changingustures and interactions of an

organization and its practices with both variousspures internally and externally
from the members of the organizational field. Thesessures can be mediated by
various other conditions such as geographical dispeof the organization or the

specificity of the historical context.

Various authors have explicity and implicity dmawupon the concept of
deinstitutionalization to analyze change processgsecifically the conditions,
external and internal, that constrain or enablenstgéutionalisation.

) in their analysis of the “Americanization of Gexmexecutive pay”
describe how the degree of embeddedness (for egarmpsing from the dependence
of German firms on American capital) influences thprocesses of
deinstitutionalization. integrate institutional and
transaction cost theories to demonstrate cogniteastraints and institutional
influences in the generation of a constrained iefficy seeking approach.

describe how transitions in ownership provide pogential for
deinstitutionalization within the context of priiaéd companies in New Zealand.

examine how external events serve as sources of

deinstitutionalization, such as the adoption of neanagement institutions in the
Flemish Public Centres of Social Welfare. Furtheenohey argue that the uptake of
these new institutions is mediated by the impler@m bottlenecks experienced in
particular local organizations: describes how organizations negotiate
conflict that emerges when there are attempts ttegiémize inequity and create
equitable access and outcomes for children. Theoawtraws upon the notion of
innovative familiarity to analyze how organizationsgotiate the legitimacy of new
reform efforts within negotiated margins of tolecan examines the
interplay between the elements of societal confidepower, and discretion to shape
the dynamics of new field development. The autlb@uges on the dialectical nature
of interactions between institutionalizing and d#itationalizing forces with
implications for the new.

In our adoption of the theory of deinstitutionatina, we seek to analyze both
external and internal conditions that can triggeindtitutionalisation processes in the
context of national policy related to software entpan Costa Rica. We draw on a key
idea from Oliver (1992) concerning the degree ditigal dissensusinderstood as
lack of unanimity amongst stakeholders within thrgamizational field that can



destabilise existing institutional norms and atigd. Oliver (1992) posed the
following question as a challenge for future reskars:

“if institutionalized activities are behaviours thareflect ‘common
understandings' of legitimate behaviour what degfemnsensus is enough to
sustain an institutionalized practice?” (p581)

Specifically, Oliver calls for research linking detitutionalization to concepts of
culture as shared meaning, shared understandingrerdd sense-making which we
use to strengthen our analysis of the degree ofamsus necessary to prevent the
erosion of institutionalized practices. Calling b&sifly for a political-cultural
analysis, Oliver argues:

“organizations often possess 'competing value Bysthat create a mosaic of
organizational realities rather than a uniform cogpe culture'l(

). A political-cultural analysis of institutionakz activities may help to
determine how dissensus creates institutional &dgprsts or erosion, and how
negotiation processes may create consensual perspp 582)

Culture analysis has a long history of inclusion I$ research L( ,
including in the context of institutional analygis /with the
potential to deepen our understanding of the ssurtelissensus. Culture is pertinent
to the continuation or not of shared meanings,esemsking and routines of behaviour
( y)and the maintenance of the legitimacy of an tuistin by it being
perceived as being socially desirable and acceptdddrigues’ (2006) analysis of
subcultures provides a useful avenue to incorposatiltural perspective in our
understanding of dissensus and their contributiodeinstitutionalization. Rodrigues
argues that subcultures mediate and protect theyests of their members and
adherents who can form alliances to further advdhe& interests. For instance, a
subculture can become a dominant culture and subsdy be advanced as an
organisation’s corporate culture. A subculture rbagome a counterculture and be
used as a political tactic to oppose and undermamepeting subcultures. In contrast
to the widely popular work of who emphasized homogeneity in
“mapping” the “national cultural characteristicsf’ @ given country, the sub-culture
approach emphasizes heterogeneity and the inheamtadictions and sources of
dissensus. The sub-culture approach suppoks argument of cultures
being continuously negotiated and redefined oveetiand alsé

structurational analysis of human agency as be&imgultaneously situated in
various sub cultures concerning educational, mligj familial, and legal structures.
Westrup’s and also Sahay and Walsham’s argumeps ke understand the often
contradictory and negotiated nature of human ageiittyn apparently homogeneous
cultural contexts.

In summary, our conceptual framework is focussediioderstanding the sources of
dissensus and its interplay with processes of dtitienalisation, as explained
through a political cultural lens. On one handrehare the existing institutions which
in our case concern the current focus on domestteare growth in Costa Rica. On
the other hand, external conditions such as arigomg globalization, aid policies of
international agencies like the World Bank and mitgld successes of countries like
India in software exports, help to provide deinsgtitnalizing conditions that

10



challenge the existing institutions. The degreemtdch these deinstitutionalizing

conditions can lead to change or not, we argueadiated by internal and external
sources and degree of dissensus. For example, adegpomentum for change built
up within the relevant stakeholders could allowrdeu subcultures to challenge and
destabilize the dominant coalitions. This interplaye analyze through a cultural-
political lens. Our theoretical framework is schéinally depicted in figure 1 below.

Insert figure 1 here
METHODOLOGY

Our practical engagement was informed by the actigearch approach suggested by
Peter Checkland and colleaguési¢ SCheckland’s seminal
contribution to action research in information syss is reflected in Figure 2 which
serves as a useful basis to inform information esyst action research studies.
Checkland argues for action research to be precedhdan explicit statement of the
researchers’ epistemological position and includthg framework of ideas (F),
methodology (M) adopted in the area of applicaidh Such a process, Checkland
and Holwell argue, strengthens the recoverabilityaction research, described as
follows:

“Our argument here is that the aim of Action Reseahould be to
enact a process based on a declared in advanceodokify
(encompassing a particular framework of ideas)uichsa way that
the process is recoverable by anyone interestesulmjecting the
research to critical scrutiny”. (p18)

Insert figure 2 here

Thus, action researchers should declare the ep#begyn thought processes and
models which enable the team to make their intémpoms and draw their
conclusions. Our epistemological position is thiatnberpretivism (Walsham 1995).
Our empirical approach and thought processes wesgired by Checkland’s Soft
Systems Methodology which began with developing a
rich picture of the problem domain including theigas stakeholders involved, their
interests, and enabling joint efforts to create nmstitutions. As Checkland
emphasizes, we viewed policy formulation as an orgocontinuous and iterative
process that was not linear or with clear start emdl dates. In our case, the cyclical
nature of the process was reflected in the mantéchathe inputs provided by the
task groups (which we had established to enableptbeess) helped to revise the
policy directions, and also helped to create anggo sense of ownership of the
process by the people who were responsible farréation. We operationalized this
approach by creating joint task forces for spedifisks, such as one to further the
creation of university-industry linkages to firstigentify what are the existing
institutions that impede such linkages and how nifagse be strengthened. As
previously stated, our overall research strategy waided by an interpretivist
tradition which helped to acknowledge the differamterests and perceptions that
stakeholders had towards software exports, andl ttee focus on developing
mechanisms (such as joint task forces) to enaller-gubjective understandings.
Practically, we tried to understand the underlytageltenshauung” of sub-cultures

11



towards software exports, for example how the mnalicagency responsible for
developing foreign direct investment (CINDE) tri¢al attract large multinational
corporations (such as Intel and HP) which confticaeth the interest of the software
association (Caprosoft) which was primarily comgéitt by small players who felt
they would be damaged by the large global play&ns gxample, by them pulling
away the cream of the national software talent)pool

Specifically, our approach can be described tounhelthree sequential phases of
situation analysis, the initiation of the policyvééopment and evaluation. Situation
analysis began in 2002 when both the authors diStn Jose and started a process of
meeting the various stakeholders, along with twoallopartners who were the
representatives of Costa Rica’s Inter American Dmpraent Bank funded software
industry development organisation ‘Prosoftwared &egesti’, a San Jose based not-
for-profit organisation. While these local partnéxedped to identify key actors, we
conducted a stakeholder analysis through interviemg focus groups. This analysis
was initially informed by the various dimensions tbe Software Exports Success
Model (SESM) ( J)Zincluding national policy, education,
infrastructure and international demand. This mdddped to map out the relevant
organisational field, for example by identifying iwersity computer science
departments, private software companies, and thaisMr for Science and
Technology as relevant stakeholders. Subsequesvietvs with them, joint focus
groups and a national level workshop (see tablevbébr a summary of our data
collection activities) helped us to create a riclctype which reflected our
understanding of their interests and perceptionsd @rovide insights on the
challenges and opportunities to develop inter-suive understanding around policy
for software exports. Rich pictures are generatedepresent structures, processes
and issues of the organisation which could be egleto the problem definition, and
to try to give an impression of the organisatiodiahate. Rich pictures are usually,
but not exclusively, a mixture of text and graphacsl are intended to give an easily
intelligible image of the organisation and the magsues involved. The production of
a rich picture is not the purpose of soft systeneshwdology but can be viewed as a
by-product of the process of investigatiar¢ )¢

The two focus group sessions with representatives fthe private sector and the
other with university staff were held on focusesuiss like university-private sector
linkages, and problems experienced by SMEs. Intaagione large national level
workshop was held on the topic of global trendtha software sector. This workshop
provided the platform to bring together variousket®lders from the industry,
government and university sectors in order to mle\a broader awareness and buy in
of the strategy formulation process.

Insert table 1 here
We provide a schematic of the rich picture in tigerfe below.
Insert figure 3 here

The rich picture and accompanying written analysfs strengths, weaknesses,
opportunities and threats facing the industry hetffgetrace the interlinkages between
the various stakeholders in the organisationatfi#¥/e subsequently moved to the
phase of initiation of policy development. The paitp mechanism for this was the
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creation of task forces comprising of joint teamenf the different stakeholder
groups. Although six potential groups were ideadfi the following four task force
groups were created in 2003 for reasons of exigency

* Marketing, Inter Sectoral Linkages, Marketing Anar€ign Direct Investment
» Defining A New Organization For Software Exports

» University-Private Sector Linkages

« Capital And Financing

The creation of the task force groups was our §ipedtervention to create formal
and informal cross-cutting structures to enable thking of ownership and
responsibility of the processes to further analyssblematic issues, the design and
implementation of the software exports strategyspacific resources to help in these
tasks, the groups were provided with the authatsiason analysis from the first
phase, and a set of models and best practicescgdeddin other countries. In an
attempt to make the process more objective, we aseeloped performance
indicators for each group to try and trace the msg of the process. In the Appendix
we provide examples of some of the goals providedhe of the task forces and the
table of contents of the report which containedueses of relevance to the groups
and was given to all members. The working of thek tgroup was facilitated by us
and the local partners by providing resources énftim of experiences and learning
from other countries on how they have tried to addrsimilar issues, summarised in
table 2.

Insert table 2 here

For example, detail on the Israeli case was pravated how they created the Yozma
programme to provide a pool of funds to foster aese jointly through the private
sector and universities. The idea behind providhese resources was to encourage
this effort in Costa Rica to learn from other glbbaperiences, and also to discuss
internally on the relevance or not of these beattres and how could they could be
adapted locally. Problematic themes and issuesatkfrom the situation analysis and
rich picture formed the basis for defining theialigoals of the task force group, and
the resources helped in guiding the creation ofctpmal tactics for facilitating
software exports. The task force group membersddrfrom a stakeholder analysis
of relevant individuals and organisations were enaged to freely state the problems
and constraints with respect to their problem aréasdebate them, and seek to
develop consensus on practical and feasible appesato an action plan. The
working of the task group was facilitated by ouvssl and Cegesti who mediated
some of the task force meetings, provided additisesources when needed, and
sometime intervening to smooth out potentially tiotihg situations.

During the evaluation phase (conducted in mid 2808 early 2006), we sought to
understand how the implementation of the natiowéitp had proceeded with respect
to initial goals, and what unexpected events hatdiwed. This evaluation was carried
out primarily through four audio conferencing callgh key stakeholders and one
visit to San Jose by one of the authors. The acoliderencing calls were facilitated
by Cegesti who set up the schedules for the childshese phone calls, we asked

! See the CAMTIC website http://www.camtic.org/ENvategia_nacional_tic/estrategia_en_breve/
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respondents to historically reconstruct eventses@03 and describe the challenges
they experienced, how they have dealt with it, gredr plans for the next steps. This
evaluation process was furthered when one of thieoasi returned to Costa Rica in
March 2006 to present at a software industry cemieg, part of which was dedicated
to reflection on progress with the software expoamotion policy. This visit helped
update us on events by attendance at the confemshmd included reviews and
evaluations of the industry by several speakerd,tArough 6 formal interviews and
various informal meetings with key stakeholderthim industry.

Through the different phases of the research, mbste meetings, workshops and
interviews were conducted in English and when redpats preferred Spanish, a
local translator was used. Interviews were recoraled transcribed by professional
translators. During the national level workshop ame of the smaller workshops,
professional simultaneous translation was provid®@ maintained our own field

notes and summaries of the meetings and worksheps pvovided by Cegesti if they
were not recorded. In addition to these primaryrsesl of data collection, various
secondary data sources were analyzed, includingsind reports, organization

brochures and websites, and industry statistice o authors exchanged their
respective notes, and had frequent discussionsraitier phone or face to face.

Data analysis during situation analysis involvegracess of extensive discussion
between the authors and the various stakeholdens feedback to them on our
interpretations and their responses to this. Trosgss contributed to the creation of a
report which was presented in 2003 to Prosoftwanel, served as the foundation to
guide the entire process including the establishmEbroad directions and to be used
as a reference document by the task force groups.

Analysis during the evaluation phase evolved and slaaped by various academic
papers presented at conferences and the feedbeek/e@ by reviewers and the
audience. These papers helped to identify and exgltternative approaches to the
theorisation of data, including Oliver's (1992) Wwaon deinstitutionalization which
provides the theoretical basis for the case arsalysi

CASE STUDY AND ANALYSIS
The Costa Rican Software Industry

The Costa Rican software sector gained signifigéotial publicity when the IT giant
Intel established a development unit in San Josmbled through the direct
involvement of the Costa Rican Presidefiti( J)According to
CAMTIC (2005) market research, in 2005 there web® %oftware development
companies, 91% of these are micro, small and mediaad. Applications “for and
about the Internet” and “administration and engimgg were the prominent
application domains. In 2005, the sector repormgemnues of US$173 million and
employed 4800 staff. Figures in 2005 showed a memluover the previous year in
production and banking software and an increasecustomized application
development. Thirty percent of the software prdiguc is exported, including
$71million to Central America (reduced from 60%2004 to 40% in 2005), and
exports to USA rising from 13.3% in 2004 to 22%2005.
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Analysis
Relevant organizational field

The organisational field (outlined in table 3 beJpimcludes a range of heterogeneous
actors ranging from the Minister of Science andhfedogy, to university researchers
and faculty, international aid agencies and alsallbanks and venture capital firms,
private sector IT firms, and various governmentnages responsible for different
activities such as export promotion, strengtheridgs, telecommunication services.
We as researchers and facilitators of this procestd also be described as relevant
actors of this field.

Insert table 3 here

In Table 4, we provide an overview of our institutal analysis, including a

description of relevant actors in the organisafiield and our interpretation of the

formal and informal rules that were the governingtitutions. We elaborate on what
we saw as two key organisations and their institigi the national software industry
association (CAPROSOFT), which was positioned ask#y agent for change; and,
CINDE, the agency responsible for promoting FDI estvnents in Costa Rica,

including in the software sector. Before this dsgian we first describe the relevant
organizational field.

Insert table 4 here

After this brief overview of the actors involvedewliscuss in detail the dissensus we
identified and how they provided both the challenged potential for
deinstitutionalization.

CAPROSOFT: Agent of deinstitutionalisation and/or persistence?

Caprosoft comprised of members who owned softwakeldpment firms, large and
small, in Costa Rica. Interestingly, firms provigicall centre and other ITES were
denied permission to enter this association whiels wositioned only for software
development firms. There was an inherent unwilleggto change amongst some of
the Caprosoft members, even though the sponsotkeoprogramme (IADB) had
identified Caprosoft as the key change agent vapect to creating software export
policy. There was thus a dominant sub-culture witaprosoft comprised of owners
of the relatively large software firms who promotim status quo of focusing on
domestic markets where they held positions of gttenThe role of Caprosoft for this
subculture was perceived mainly as social netwgrkikin to a ‘wine drinking club’.
However, there was a simmering underlying dissermsusengst some of the other
members, typically owners of the smaller firms, wkaw engaging in software
exports as a way to create a level playing field axpand. Through our action
research efforts, we tried to bring forth this dissus and make it more visible, and
then create sufficient momentum which could leathtocreation of a more powerful
subculture, which subsequently could lead to deutginalization of the dominant
institution of favouring a domestic rather than estdocus. We further elaborate on
this process.
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The IADB funding for strategic software exportsipiing in Costa Rica designated
Caprosoft as the agent for change in the strategyegs. A key recommendation of
the strategy task force group examining the rol€aprosoft was the creation of a
new organisation with a wider formal constitutiom include both the local and
foreign activities of the software industry, as oped to its currently primarily local
mandate, and also to open membership to ITES peowigtall centres and BPOs) as
the Indian example (of NASSCOM) emphasized the fiisnef such an extended
focus. NASSCOM through its broader and stronger be¥ship has helped to
develop a powerful lobby with the Indian governmdot more benefits to the
industry, a condition which Caprosoft wanted taasnulate.

This endogenous pressure conveyed through us bredloeirces provided to the task
force members was initially countered by the sbciabnditioned “wine drinking club
culture” of Caprosoft members who had limited mation or the recognition for the
need for change, and preferred the status quo.eTleee large software players and
constituted a dominant subculture in which theycp®ed themselves as “big fish in a
small pond” which represented for them a stablé gmnowing) market and a ticket to
a comfortable lifestyle. They did not see interoadl expansion into a strongly
competitive market to be critical to their survivahd to the contrary was perceived as
a threat which could even undermine their comfdetaxistence. The shared sense
making of this subculture was reinforced by broadldtural characteristics in Costa
Rican society, described to us by a venture cafpitahcier as follows: :

“Here (in Costa Rica) people will be happy to eamood salary, have a nice
car, a nice house, have their children in a goddaicand owning 100% of
their companies. And that’s it. So there is atkwhlevel of preference of risk
taking or ambition”.

In response to the initial attempts by us and #ek tforce group to broaden the
mandate of the association membership to inclugmnrexXocussed ITES firms and
potentially create a counter-culture, the existihgminant ‘wine drinking club’
subculture vetoed this move. They sought politiegitimacy to their veto decision by
expressing cynicism over the IADB financial aidagdgy describing it as a legacy of
USA'’s historical attempts to control (both througteans of politics and violence)
several of the Central and Latin American countrgh as in neighbouring
Honduras, Nicaragua, Panama, Cuba and El-Salvatiereffects of such criticisms
of subversively creating institutional structurepnesenting “American imperialism,”
was reflected in the poor uptake of IADB fundedeftenining programs on ISO9001
training and accreditation.

The task force thus were confronted with the difitisituation of creating dissensus
amongst a group which were dominant, preferredsthtis quo, and who at the same
time was responsible for creation of change. Edftot change were further impeded
by the cultural tendency amongst Costa Ricans twidaoffending each other’
because of the small size of the country ‘whereethewas always the distinct
possibility of meeting someone where you may netsvaur in return.. This cultural
tendency, as described by could be seen to prevent the task force
groups to clear and decisive action in the feaofténding some one and resulting
negative future action:
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“In their relations with others, Ticdsvant above all to “Quedar bien” — to get
along and make a good impression in an encoumeppear amiable. It is

easier to promise to do something ahoria (in ke Mthile) or manana and thus
avoid possible friction at the moment than it iselth someone that it cannot be
done soon or perhaps ever”. (p8)

“Decision makingal la tica means constant bargaining in an effort to avoid
conflict, even though the problem may not reallyrbsolved. Decisions are
postponed indefinitely and once made which may neeeimplemented. A
common term of phrase in Costa Rica for thigalanganeavoking an image
of riding the waves unsteadily in a palangana airbtlting from side to side,
getting nowhere”. (p7)

This point was further explained by a senior Capitamember who told us:

“Costa Rica is so small. It's so small that nobady take the luxury of
confronting anybody, because in no time you willetnegain, in other
circumstances, most likely the situation will bee tbther way around. So
when you come to live here, you want no enemiesifl@otation is just not
worth it....so people prefer to manage relationships”

This general dislike for confrontation is reinfodcen the Costa Rican constitution
which abolished its army in 1949, and establishieel teputation of a peaceful
country. President Oscar Arias was awarded the Npbace prize for his role in
ending the wars in El-Salvador and Nicaragua, aost&CRican is seen as a peaceful
haven within a relatively violent Central Americaaighbourhood. Furthermore, the
dependence of the national economy on tourism @seides an economic rationale
of maintaining a peaceful environment, and peopdasb that their President can
mingle freely without security within a crowd. Tleesocietal predilections can be
interpreted to provide additional convergent fore@ssustain the status quo within
Caprosoft. .

Over time, a counter culture started to emergebgdkey individuals who were
promoted to the board of Caprosoft in 2005. Thdweet individuals who were
directors of three Costa Rican firms, were North ekitcan and Costa Rican
expatriates with pre-existing operations in Nortmeékica. These three individuals
soon took on a crucial role in generating dissersusngst the broader Caprosoft
membership for expanding their mandate for memiyerdhiatters reached a tipping
point when at a crucial meeting in 2005, in linghaiecommendations from the task
force, Caprosoft’s formal rules and constitutionreveventually rewritten to include
the ITES call centres and back office processimmdi In line with this revised
mandate, the organisation was renamed as Camatar@mense de Tecnologia de
Informacién y Comunicacion (CAMTIC) in 2005. Asresponse to these changes,
some of the original members constituting the eariominant wine drinking club
sub-culture, resigned from the new organizatioeatng further opportunities for
deinstitutionalization.

2 Colloquial term for Costa Ricans.
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In summary, it can be said that the forces of deui®nalization relating to the
dismantling of the existing Caprosoft structure eaimom both external and internal
sources. Externally, the IADB funding initiated ghprocess of change, which was
furthered by us creating the task force groupsmogiiding resources and arguments
that urged for a change. Internally, the dissensiushe smaller players and the
excluded ITES sector found a platform to voicertltencerns in these developments.
The power to formalize this dissensus came fronptieenotion of key individuals to
the board of directors, who had personal interiesssrengthening the export focus of
the industry. Finally, the resignation of some loé told guard’ from the association
provided the potential to reinforce these processesleinstitutionalization, and
reinstitutionalize a revised mandate favouring etpoand a broader mandate
including ITES related firms. Through this, the stxig contradiction in the role of
Caprosoft of trying to initiate change while stiManting to maintain their existing
interests, could be seen to be resolved, at leashé present.

CINDE: Promoting instititutional persistence within weak context for change

A key organisational actor in development of théveare industry and exports was
CINDE, whose formal mandate was to promote foralgact investment (FDI) into
Costa Rica. In the resources provided by us tadhevant task force group, we had
emphasized how the strategy of promoting growththef software industry with
targeted FDI had been crucial in the case of Ieelégn ). In India too,
attracting Texas Instruments and Motorola, the firm to reach Capability Maturity
Model level 5, had demonstration effects in encgimg further foreign firms to set
up similar operations. These processes had cotedbto spawn a whole new
generation of entrepreneurs in India, and to hdipllenge existing institutional
structures which previously were dominated prinyaby family owned businesses.
The high level political involvement of the natidpaesident in getting Intel to set up
in Costa Rica, was seen as one of the successsstdrihis FDI driven strategy within
CINDE.

In Costa Rica the process of encouraging FDI waxblpmatic for at least two
reasons. One, it was uncoordinated and the lodalstny was seen to be excluded in
the process of decision making on which foreigméirshould be invited or not. We
heard complaints from many of the local softwaram§, including the senior
Caprosoft directors, that they were not even awhoertain attempts to invite foreign
software industry players. These negative percegtiwsere based on the unilateral
role that respondents felt that CINDE had playetheintel case. It was thus difficult
to implement an early recommendation of one oftési force groups to change the
formal mandate of CINDE so that their FDI promotigfiforts would also respect the
growth needs of the local firms, such as by ingitiheir representatives to be part of
decisions in formalizing FDI investments. Whilers® of this exclusion could have
been deliberate, it also reflected poor plannind aontradiction. This dislike of
formal planning in Costa Rica3( )3is also seen to be reinforced by
the tendency to promote individualistic rather tiggoup oriented behaviour. Biesanz
et al describe the use of the phrase “Mmmmmimpaata?” (what does it matter to
me?) in common Costa Rican parlance in order togsbff responsibility and justify
lack of involvement with broader social issues, alsb reflecting a tendency towards
distrust of others. Further, they write:
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“Rather than join with others to demand better basvices, Costa Ricans
would be more likely to buy a car or motorcycle tha than cooperate with
neighbours to prevent burglaries, there is a meremlised tendency to hire
private security and buy guns” (p287).

The second reason was more structural dealing tivélsmall size of the local firms
as contrasted with the large size of the typicabgl FDI player. Based on higher
salaries and the glamour of the MNC image, Inted aile to recruit trained software
staff from local firms. The relatively small sizé the Costa Rican national pool of
software staff contributed to magnify the negate#ects of Intel's entry. This
structural condition of size was also reflectedthe smaller size of IT graduates
coming out from the local universities, which sahte magnify the adverse effects of
a “local brain drain” from local firms to MNCs. W&ere given an example of the
effects of size when Boeing wanted to set up anieahhelp line call centre operation
with about 500 people, but later decided to sapiin Colombia since the Costa Rican
education system did not guarantee them the radjuitenber of inputs into their
work force.

Although the mandate of one of the task forces wasncourage CINDE to include

the local software firms in decisions around FDigyt could not achieve success
primarily for two interconnected reasons. Firsttyymally CINDE was responsible to

private shareholders and not subject to any dgeeernment controls. Their criteria

for performance were based primarily on increasimglevels of FDI, and concerns
on from where it came were secondary. Secondlyagiemda of increasing FDI levels
was directly correlated to the size of the firmsyticould get to invest, with the bigger
being better. However, as described earlier thgdrighe size of the investing firm,

the higher it was seen to be of detrimental affentshe smaller local firms.

Despite considerable pressure exerted by the tasie fgroups in meetings and
through other lobbying activities, the formal CINDistitutions were never changed
and the institution of a largely independent maada¢rsisted. In the task force
meetings in which we participated, we observed dfthbugh CINDE representatives
attended these meetings, there was no authenticipation and engagement with the
agenda for change. Other task force members descNDE’s participation as
token and representing a political act since thisre process had been mandated by
the Minister of Science and Technology, whose alitwill they could not easily
rebuff. Token presence and inaction became impbdanvergent forces to sustain
the CINDE institutions, and prevent the level adsdinsus to be magnified in the task
groups. While there was a simmering dissensus nithe other task force members,
this could not be heightened to reach a “tippinpd At a more macro level, the
capitalist agenda of CINDE to maximize revenuesaieed dominant to the more
socialist agenda of protection to the local sofemiadustry.

This position remained unchanged from 2003-20068,saveral new and large MNCs
made FDIs through subsidiaries in Costa Rica, antributed to the loss of staff
from local software players. Respondents told ua définite and increasing level of
resistance to CINDE from the indigenous softwarenganies, and a sense of
frustration that they could not stem the tide ofl F® senior CAMTIC member told
us in an interview in 2006:
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“The companies that come in here and set up shoiae people, that doesn't
mean that any local companies are part of it. $hay point. Yesterday we

had news that Fujitsu is setting up a high techazitre with 500 people, $5
million. And we hear some of that every month”.

The historical interests of the private sharehaldgr CINDE were to support their

business interests and they thus opposed changéeinconstitution, aims and

objectives of their organisation. Some MNCs sucHhewlett Packard increased their
capacity by employing local staff and setting ufslebre outsourcing operations from
USA. A bidding war between major firms such as Sy&ad Proctor and Gamble to
poach staff from each other led to increased ssavhich could not be matched by
the local industry. A senior CINDE official recoged the problem:

“Sykes, IBM or Hewlett-Packard or Intel, they hawedifferent type of
operation by definition, but they are demandingghme human resources (as
the software firms)”.

Higher education and other training colleges exgwdstheir lack of capacity to
provide the necessary human resources to meegfasing demand for skilled IT
staff. Several software firms were unable to afftire increased salary and in 2006
explained to us that they were on the brink of wtes A senior CAMTIC member
explained:

“The only way for these local companies to compgstéo be able to make
similar salary offers like these. And the only waydo that is if they do work
for clients that also pay them well. And that woh&ppen with local
companies working with local customers”.

Costa Rica based firms were also unable to scaie ¢iperations and recruit from
neighbouring Central American countries due to frmastrictions on visas and work
permits.

In summary, in this case of CINDE while there wadear contradiction between the
mandate of CINDE and the interests of the locaivgmfe industry, adequate dissensus
could not be generated to create the impetus fimstiitionalization. Internally, the
task force group did not have adequate capaciiyftioence CINDE, who played the
game of token participation so as to manage thel lefs dissensus. Externally, the
capitalist tide favouring economic growth comingrir globalization, the increasing
role of businesses, and the presence of expaffiasta Ricans in the US, helped to
further legitimize the CINDE agenda at the experfsithe agenda for change that the
task force group was trying to enable.

DISCUSSION

The two episodes described above represent cantgastases of creating
deinstitutionalization in one (Caprosoft) and fagjiin the other (CINDE). In the first,
dissensus was initially suppressed by the domisabtulture, but was subsequently
mobilized through various external and internal cés contributing to the
destabilisation of existing norms and creation efvrinstitutions. In the other case,
such a mobilization and escalation of dissensusdcoat take place leading to the
persistence of existing institutions. We compagdjivanalyze these two episodes
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through a political-cultural lens around dissensBpecifically, we discuss issues
around the nature and level of dissensus and ¢bairibution to activating processes
of deinstitutionalization..

Nature and Level of Dissensus

In the first episode, the contest between the “aldd the “new” was largely localised
within Caprosoft and played out between two groofpthe once dominant subculture
consisting of the older established Caprosoft memband the opposing
counterculture. In this case, dissensus could tiéated by a core counter culture in
the organisational field with shared meanings whicbbilized to act in unison.
Resources of power were in the form of some keg@er from the counter group
who were raised to the board, and negotiated angdro position to persuade
colleagues of the benefits of deinstitutionalisbngchallenging the status quo. Their
own personal global interests coupled with concedetion by the task force groups
who were armed with knowledge about experience fotimer contexts, helped in this
process of mobilizing and voicing opposition. Thoauater culture was backed by the
political connections of Alexander Mora, a highspected senior industry leader
who was acting as a champion for change, and whdban tipped for future senior
government posts. Furthermore, several membersi®bpposing group travelled to
India to visit NASSCOM and were convinced of theimdel as something appropriate
for the embryonic CAMTIC. As more members of ti&$ group became members
of CAMTIC, both the nature and level of dissensas \weightened, further helped by
the forced resignation of members from the ead@ninant group.

In the case of CINDE, insufficient dissensus wag &b be sustained which was not
adequate to bring about deinstitutionalisation.sTini part was due to the political
tactics employed by CINDE (political presenteeismjch helped sustain institutions
while not aggravating senior politicians that wep@nsoring the planning process and
keep the status quo ongoing. Moreover, since CINIES responsible for other
business sectors (not only software), the orgaioizak field was heterogeneous, and
focused dissensus against the CINDE mandate cadldenmobilized, and a counter-
culture was not allowed to adequately develop. pbeer of the task force group
members was inadequate to challenge the existigtitutions. Furthermore, the
capitalist logic inscribed in the formal nationabnstitution, the Washington
consensus free market principles (such as embedtedhe Central American free
trade agreement ‘CAFTA’) that the government wasvaly pursuing, provided a
firm degree of legitimacy to the CINDE mandate, ethiinternally could not be
adequately countered. Intel, backed by the CostarRipresident, acted as an
important precedent legitimising the mandate of BB\ and thus made it very
difficult to challenge. All these conditions madempossible to identify or contain a
sufficiently strong counter culture to challengel amdermine the institutions CINDE
was promoting.

This comparative analysis provides interestinggins into the nature and levels of
dissensus and their potential to trigger deinstihalization providing explanation for
why some organizations adopt radical change wherghsrs do not, despite
experiencing the same institutional pressurehénGAMTIC case, the local nature of
dissensus proved useful as it could be more focaseldmobilized towards desired
ends. In contrast, the external nature of the d@se in the CINDE case made it
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harder to identify and explicitly relate to the mi@genda of change of the task force
groups. The levels of legitimacy were also différemhere in the case of CINDE
there was a high level of legitimacy attached ®ékRisting institution embedded into
free trade principles of the government, whereatenCaprosoft case this legitimacy
(of the existing institution) was weak, glued bycisb values of a “wine drinking
club” with parochial interests which could be relaly easily dismantled in the light
of heightened opposition and an economic rationélgreater industry growth. The
global winds of change in this regard, favoured t®&nstitutionalization of the
existing norms, and our action research effortedion of task force groups and
providing necessary resources) could be seen te bamtributed to these change
processes.

Contributions and conclusions

This paper makes both practical and theoreticafritmrtions which we now discuss.
Creating and implementing national level softwaxpagt policy represents a “messy
problem situation” (Checkland 1990) far removednirdhe typically promoted
context independent critical success factors mof@ety Carmel 2003). Practically,
institutional theory provides tools for a systemagixamination and diagnosis for
action. As shown above, CINDE were reluctant tongeaits formal mandate or
informal practices to accommodate processes ofgehasue to being embedded in
national institutions of economic policy, and imational institutions of the
Washington consensus and CAFTA. . The more loddlimdure of opposition in the
Caprosft case, reinforced by the broader exteorakt legitimizing change, helped to
create an adequate momentum to mobilize changdé &umuanced understanding of
the sources and mechanisms of change which Instialt Theory provides can be
drawn upon by managers and other practitionersiderstand why certain institutions
prevail and others do not, and thus how and wheapmy their resources. Such a
contextualized approach provides arguably richeactwal insights to the
phenomenon than "factors’ models like SESM (Car@@)3, Heeks and Nicholson
2004) which promote the use of best practices butat focus on the question of the
challenges of implementation. Factor models hatle lio say about implementation
but implicit in them are assumptions of unitary loganeous groups within
organisations where formal and informal instituocan be aligned logically and
rationally to a national vision. The practical valaf such models are thus limited as
the Costa Rican case exemplifies. In summary, taetipal contribution of this paper
is derived from action research and emphasizegripertance of the multiplicity of
institutional influences on a seemingly “rationatrategy making process and to
critiqgue the view that it is likely to progress hamiously. The idea of Institutional
Theory helps to improve our understanding of whig thay be so. In our action
research efforts, we partnered with a local firmickhhelped us to forge an
understanding to a certain degree of some of tb&l lastitutions and events, which
an “external” view would have hidden. We believeatththis alliance and
understanding has helped us to make more contegifgpinterventions for change..

There are two major points of theoretical contidmutwhich we set out below. The
first area of contribution is related to an expansbf the application of institutional
theory in IS to understand change. We identifiethenliterature search that the use of
institutional theory in information systems is Ited in providing explanation for
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change and why some organizations adopt radicahgehavhereas others do not,
despite experiencing the same institutional pressuiThis paper improves our
understanding of this phenomenon and thus expamdigexends the literature in IS
drawing on institutional theory. The cases conteban empirical exposition of the
variations in the nature and degree of dissensapisty the interplay between
processes of institutionalisation and deinstitondilisation leading to varying
outcomes of change even in the same societal doriftbys, this paper contributes
insights into the domain of change informed byitngbnal theory.

The second major area of theoretical contributtom relation to the extension of
deinstitutionalization to incorporate a culturakpeoal analysis. We had identified
earlier that Oliver (1992) had called for a polficultural analysis of institutionalized
activities to determine how dissensus createstinistnal adjustments or erosion. By
adopting a deinstitutionalisation analysis we tlaxdend the empirical literature
drawing on this theoretical lens. We also spealififcprovide insights on the political
and cultural dimensions of deinstitutionalisationdathe nature and degree of
dissensus implicated in persistence and changehdVe taken these arguments to a
finer level of granularity than Oliver (1992) andad on an empirical case study to
examine different institutional influences arisimgthe same country but varying due
to different organisational fields.
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Data collection 2003 2005 2006 Total
mechanism

Interviews (co 18 6

present)

Interviews 4 28
(telephonic)

Focus Groups 2 2
Workshops 4 4

Table 1: Summary of data collection sources

Vision statements and
plans of competitor
countries (Malaysia,

Jordan)

of reference from major
software exporting nation

Software association terms

Characteristics of
telecommunications of
5 competitor countries

Education systems and
cost of staff in competitor

nations

Laws in competitor nation
which contribute to
software exports

s Access to finance in
competing software expo
countries

—

Technology parks and

incubators

Table 2 Examples of resources

provided
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Minister of Science and Technology Staff from I0#nks, venture capitalis
and angel investors

Relevant university researchers arddfficials from FDI promotion

faculty organisationla Coalicibn Costarricens
de Iniciativas de Desarrollo ‘CINDE’

Consultants from the Inter-AmericaiOfficials from the Costa Rican trac

Development Bank (IADB) sponsoré
organisation “Prosoftware”

IS

[¢)

e

2ghromotion organisation Promotora
Comericio Exterior de Costa Rica
‘PROCOMER’

Managers from private sector firn
including corporate financiers (e.g. Inte

nOfficias from the Instituto Costarricen
)de Electricidad (ICE), the Governme
owned organization responsible f
Telecommunications.

Members and officials from the softw
industry association CAPROSOFT.

r@urselves and consultants from Ceges

Table 3 The organisational field

Nature of institutional influences

Deinstitutiorsation or
persistence

“Wine
Informal

CAPROSOFT registry of dri
association scope of the

sector legally defined. By

longer term members foStatus quo

“Plateau of comfortablé
existence”.

club”.
of

nking
influence

k‘Costa Ricans will no

laws of this registry.

new sectors joining. Lac
of energy / impetus fo
change — maintenance
status quo.

roffend each other”
of

5
nt
or

.

1%

of
FDI
Responsib
shareholder
industry @

Mandate
in

CINDE
bringing
intersectoral.
to private
none to the

Lack of participation o
coordination  with  the
lesoftware  industry n
sappropriateness of FDI.
r

FDI killing the industry
through the competitiv
forces it is generating

CAPROSOFT

D

Table 4 Forces for institutional deinstitutionalisaion or persistence
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Appendix Il
Example Terms of reference for task forces

GROUP No.1 MARKETING
INTER SECTORAL LINKAGES, MARKETING AND FOREIGN
DIRECT INVESTMENT TASK FORCE
1. PARTICIPANTS

Name Organization

Vanesa Gibson CINDE

Emmanuel Hess CINDE

Mobnica Astla PROCOMER.
Guido Goicoechea JD CAPROSOFT
Luis Chaves Avantica

Mario Chaves Avantica
Federico Zoufaly | Artinsoft

Daira Gomez CEGESTI

Carlos Castro WORK-EZ

Ronald Jiménez CODISA

Randall Fernandez SIC

Adolfo Cruz Prosoftware

Matias Zeleddn Infosistemas

2. GENERAL OBJECTIVES
1) Devise a strategy for marketing the products andaes of the Costa Rican
software industry into particular segments andrivdonal markets based on
existing and future capabilities. This will takedraccount the profile of the
domestic industry and local and international desinan
2) Devise strategies for attracting appropriate foragect investment (FDI)
relevant to the Costa Rican software industry.

3. SPECIFIC OBJECTIVES

* To develop a large concept brand to promote Cosia & a business
place that involves Tourism and Technology.

* To improve competitiveness of specific economid@scthrough software
solutions and services.

» Devise a system to promote software exports ugppgopriate sales
promotion techniques.

» Devise a system to define and promote FDI apprtgpt@software and
services exports.
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1. ACTION PLAN

Specific Objective: To develop a large concept brand to promote (R&ia as a
business place that involves

Tourism and Technology

Owner: CAPROSOFT

Time of execution: October 2003-June 2004

Measures of performance:

* Promotional strategy documented and implemented.
* Number of links established with other stakeholders
* Web site on line with updated content.

* Number of information requests.

* Number of international attendees.

Tasks Resources Time Responsible

1. To develop the US$100.000 6 months PROSOFTWAR
promotional strategy,
based on the strategic
plan and the quality
levels of the sector.

E

2. To implement the To be Permanent PROSOFTWARE
promotional strategy, defined
based on the strategic
plan and

3. To establish a No 3 Months | CAPROSOFT
coordination mechanism /permanent

with ICT, Foreign
Affairs Ministry,
PROCOMER, COMEX,

and CINDE.
4. To find specific US$3.000 3 months/ | PROSOFTWARE
opportunities that Permanent | ICT

involves tourism and
technological business.

5. To identify and ask for US$1.000 6 months/ | MICIT
support to Costa Ricans permanent
who have leader
positions and live
abroad. Keep them
informed and trained. To
develop networking.

6. Web site that CAPROSOFT/
concentrates all US$22.000 6 months | PROCOMER /
technological offer. CINDE /MICIT

v" Design

v' Development

7. To inform and involve
large international US$1.000 | January 2004/ MICIT /CINDE
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companies like INTEL,
ABBOTT, Microsoft,
CISCO, SYKES,
ORACLE, P&G, HP,
CONAIR, BAXTER,
etc, about the
development of the
strategy.

Once the plan is ready,
we must invite to the
transnational companies
to present/display it, ang
request its support.

Permanent
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