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“To plan, or be planned: that is the question:
Whether 'tis nobler in the manager's mind to enjoy
the slings and arrows and insights of other firms,
And, to link arms with this sea of troubled others,
And by interacting with them enmesh us?”

(On Being Hammed in by One’s Network Environment
Ian “Shakespeare” Wilkinson 2002) 

Overview

10 years ago the focus was on developing and managing relationship marketing in B2C markets, relations in services, B2B market relations, and relations within firms.  Since then we have witnessed many developments in our domain of interest. Here we briefly review some of the developments that have taken place in our own work in the 90s and beyond in the area of business relations and networks – a more comprehensive review is to be found in Wilkinson 2001.  In particular, we draw on developments in the complexity sciences to focus on how the network of business and non-business relations in which a firm is embedded can be viewed as a complex adaptive system (CAS) and the implications of this for theory, methodology and management (Wilkinson and Young 2002).  

This leads us to consider the deeper underlying issue of the role of context in explaining and managing strategy and behaviour.  We distinguish this from individual firm or person focused dispositional explanations that portray the context as part of the problem to be solved or task to be undertaken (Ebel 1974).  We draw on developments taking place in connectivist approach to cognition and the way mind, body and local environment come together as parts of an extended collective actor model of cognition (Clark 1997).  Parallels are drawn with the way managers, the organisation and the network can be viewed as an extended actor.  

The concept of soft assembled strategies (SAS) is introduced in which the mind, body and local environment, or the manager, organisation and network, work together in a self organizing fashion and learn to leverage off the innate properties or affordances offered by these contextual elements. SAS are viewed as an important way of conceptualizing the task managers face in developing and implementing business strategies in CAS – or, perhaps, the way business dance parties are enabled.

Our focus

The focus of attention in this paper is what may be described as the IMP perspective on relationship marketing (Hakansson and Snehota 2000).  We both started going to IMP conferences regularly starting in the 90s because of the communality of interests and the personal and professional relations and networks that we has begun to develop over the years.  Ian Wilkinson knew a number of the key people through his previous research in channels and internationalization and had kept in touch over the years with people like Lars-Gunnar Mattsson and David Ford.  We quickly came to feel like core members of the IMP group working with them on many research ideas.  

As a result relationship and network thinking has infused and directed our thinking and research over the last decade or so. First, we obtained funds to carry out the IMP2 research project on connected relations in international markets in Asia.  We were able to collect data regarding interfirm relations and the way they were connected to other firms, using the IMP2 survey instrument, for a significant sample of suppliers, customers and intermediaries in China, Thailand, India and the Philippines, as well as Australia.  This data was combined with the IMP European data and has resulted in a number of papers exploring models of relationship performance and cross-cultural measurement issues and more are on the way (e.g. Dawson et al 1997, Hufen et al 1998, Wiley et al 2002, Wilkinson and Young 2001)

Second, we teamed up with another research relationship, Denice and Lawrence Welch, to conduct two in depth embedded case studies of joint action groups of Australian firms formed by the government to boost the international competitiveness of Australian industry.  These were essentially network building exercises through action learning on real international business opportunities.  We were able to explore the network formation and development process and the role of personal and business relations and to draw conclusions about the design and development of such schemes and the role government and other facilitators can play in this process  (Welch et al 1996a, 1996b, 1998).  We linked this research to our concept of business dancing (Wilkinson et al 1998), which was first introduced at the inaugural ICRM (Wilkinson and Young 1994), and to other work on the role of relations and networks in international trade promotion (Wilkinson et al 2000).

Third, we became involved with other member of the IMP group in exploring the dynamics and evolution of business networks, drawing on concepts and methodologies from the complexity sciences and in particular the Boolean NK models developed by Stuart Kauffman and his colleagues (Wilkinson, Easton and Georgieva 1997, Wilkinson and Easton 1997, Wilkinson et al 2001).

Fourth, we developed various conceptual issues based on relationship and network thinking that, we believe, helped move theory forward.  These include: introducing a self-organizing balance or attractor model of relationship and network development in contrast to the more traditional path models (Young and Wilkinson 1997, Wilkinson and Young 2002); viewing conflict from a network perspective (Welch and Wilkinson in press); and extending the Actors, Activities and Resources (AAR) model to include ideas or schema (Welch and Wilkinson 2002)

Lastly, our attention has turned to the normative issues for participants in business relationships and networks, especially when we conceive of these relations as self-organizing complex adaptive systems (Chelariu, Johnston, and Young 2002, Ritter, Johnston and Wilkinson 2002, Wilkinson and Young 2002, Young and Wilkinson 1997).  It is this issue that we want to focus attention on in this paper.  We want to briefly review our earlier ideas and then development them further by introducing the concept of soft assembled strategies, first proposed in the context of cognitive theory by Any Clark (1997).

Relations and Networks as Complex Adaptive Systems

In our 1997 paper in the Journal of Business to Business Marketing we proposed that relationships can be viewed as self organizing systems and that stable kinds of relations represent “attractors” or alternative ways in which a relation can achieve a sustainable balance of activities and an associated relationship atmosphere.  An attractor is defined in terms of a reproduced pattern of behavior over time.  A relationship is a kind of dissipative structure in the sense that Prigogine first developed and was awarded a Nobel Prize for.  

To explain this, consider a simple example of water flowing out of a tap.  If it is turned on slightly the water displays a laminar flow pattern, which is a particular pattern of organization of water molecules that is maintained even though a different set of water molecules is continually flowing through this coordinated pattern.  As the tap is turned on more the laminar flow pattern becomes unstable and a turbulent flow pattern arises.  This is another form of coordinated behavior of the water molecules that has arisen spontaneously i.e. it has self-organized.  Our bodies are dissipative systems, as are any open systems because they maintain themselves in an environment in which there is a continuous flow of matter and energy.  There does not exist a separate fixed structure that somehow takes in stuff from the “outside,” processes it and exports the results.  The structure itself as well as the ongoing processing of inputs and outputs is itself what is being continually made and remade.  If an existing pattern becomes unstable because of changed environmental conditions or through the passage of time that causes changes such as learning, ageing etc, then a new type of attractor may emerge but this does not necessarily comprise the coordination of the same types of elements as defined the first attractor.  The boundary of the system and its environment can change and pre-existing patterns of behavior disappear or “die” to be replaced by new patterns that lead us to divide up our world in different ways in terms of component structures and systems.  

In a social system comprising people, individuals may try to influence the direction and outcomes of the re-organizing process.  And in a sense they do determine the outcomes that arise through their interventions and intentions.  But what arises may not be what the intended because the interdependence among the parts comprising the social (or other type) of system makes the system highly non-linear.  The behavior of the whole is not the simple linear sum of the parts and the possible “solutions” or attractors are many.  What determines which solution emerges depends on chance events that entrain particular pathways of development – in short history matters.  

Thus our traditional notions of structure and equilibrium are overturned. Instead of focusing on equilibrium solutions as in comparative static analysis, we are forced to consider the processes of change and how, and if, a particular equilibrium can arise and how stable, sustainable and resilient it is.  In socio-economic systems it raises important questions about the role of policy makers in controlling the direction of such systems and for participants it raises fundamental questions about the nature and role of strategy and planning in such self-organizing complex adaptive systems.

But we are getting ahead of ourselves.  These ideas are not really new.  In the 70s and 80s there was a revolution in science as researchers began to focus on process structures and the dynamics of systems. New types of models began to be built harnessing the power of readily accessible, high-speed computers and new forms of software.  New worlds, or artificial life, were borne and this new research direction took off in many sciences.  But less so in marketing.  One of wrote a paper in the late 90s attempting to get to grips with this new way of thinking and to propose ways of modeling relations and business networks and channel systems (Wilkinson 1990). This was later adapted to a model of brand competition, which was a much easier sell to the marketing journals (Hibbert and Wilkinson 1994).

A relationship is a dissipative structure.  It is being continually reproduced or not through the ongoing patterns of action and interaction taking place – both business and social – between the people involved.  Through these actions and interactions performance outcomes are being generated for individuals and organizations, attitudes, perceptions and beliefs are being formed, reformed, reinforced or undermined.  To recognize that a relation exists we observe that there is more than a one off transaction, there is some continuity and linking of transactions through time.  If it is stable we recognize some repeated patterns of behavior that characterize the relation.  This may be in terms of the way each party views the other e.g. as cooperative trustworthy partners who perform their role well and in the habits and routines that are manifest in everyday and longer patterns of behavior.  Such a relation is probably viewed as a successful and good one by both parties.  But other stable forms can exist in which the parties are not so content.  These may be ones in which the parties are stuck together because of the costs and inconvenience of changing partners or because of the impact of previous contractual agreements.  In other situations one firm in a relation may be dominant and liked or disliked.  Those subject to the power of the other party may be content to let the other make the hard decisions, knowing they will benefit some and lack the resources to take on these roles for themselves.  In short there are many possible types of relations that may exist and be stable, or them may be temporary patterns of interaction that are in the process of growing, declining or disbanding.  The many studies that have attempted to classify types of relations have given us insight into the many types that can come into being in different circumstances and because of different histories. Our theories and research has also taught us something about which types of relations perform better in different circumstances.

What makes a relationship attractor an attractor?  As we described it in the 1997 paper an attractor is a pattern of behavior that is reproduced.  This may be a very simple pattern as in a regular order being place or a more complex relation involving joint product development, JIT systems, co-marketing and the like.  But underlying each such reproduce pattern of behavior is a necessary complementarity or consonance of attitudes, beliefs, and actions.  

The situation may be compared to the theory of cognitive dissonance first espoused by Festinger.  He argued that people seek balance or consonance among their various cognitions.  When an action occurs or new piece of information is obtained that does not fit with existing cognitions balance can be achieved in a variety of ways.  One can discount the source, change ones evaluation of the action taken or in other ways seek to rebalance ones cognitions.  In pathological cases people can develop split personalities and do themselves harm in order to try to regain and achieve such a balance.  These days theories of personality and psychological development are in part based on this type of theory.

In much the same way people or firms in a relationship strive for cognitive consonance.  But in a relationship this involves achieving balance across minds not just within minds.  In a business relationship a pattern of behavior is reproduced if (a) each of the firm’s involved act according to their own theories in use regarding the relationship and (b) the results of their actions reproduce the same theories in action for each firm.
This does not imply that the firms involved have to have the same theories in use and the same way of evaluating the outcomes of their actions.  Indeed that would perhaps be a recipe for a non-stable relation.  The key driver is that one firm’s action reproduces the other firm’s actions that in turn reproduce the first firm’s actions.  When we say that one firm satisfies the needs of the other firm we mean that that the supplying firm’s behavior reproduces the customer firm’s behavior.  But does the customer firm’s behavior reproduce the supplier firm’s behavior?  This would mean that the customer firm satisfies the needs of the supplier firm as well and we have a mutually agreeable relationship.  

Does it add anything to view the relationship in this way in terms of dissipative structures comprised of underlying processes and attractors? We believe it does because it focuses attention on the ongoing nature of the interaction process and that a relation is an active system in which relating and interrelating are central.  It dovetails perfectly with our business dancing metaphor (Wilkinson and Young 1994).  

Such a process focus is also in accord with modern views of complex systems theory (Capra 1997), sociology (Emirbayer 1997) and psychology (Clark 1997), although the origins of these ideas go way back as Capra shows us in his book The Web of Life (Capra 1997).  For example, Norbet Wiener, one of the founders of cybernetics and communication theory wrote in 1950 “We are not stuff that abides, but patterns that perpetuate themselves” (Capra 1997 p52)

The pattern of behavior and responses that sustain and reproduce a relationship through time can be complex and involve interactions among many different people from both sides.  The various inter-firm interpersonal interactions in turn interact with each other causing further interdependence and complexity and interfirm interactions interact with intra firm processes and interactions – still more complexity In short a relationship is not a relationship at all but a network of interconnected intra and inter firm interpersonal interactions and relations.  

And the picture is still incomplete because, as we all know, interfirm relations do not occur independent of other interfirm relations.  The connections between relations gave birth to the network approach championed by the IMP group and explored in a number of ways in the 1992 book edited by Axelsson and Easton.  They even subtitled the book a new view of reality!

A network focus leads naturally to the issue of network attractors.  How do persistent patterns of behavior and interaction among networks of directly and indirectly connected firms arise?  In the marketing literature we often assumed the problem away by assuming channel captains or leaders existed that organized the flow of activity, or we assumed that the economic equilibrium solutions, including both production and transaction costs, portrayed in economic models would eventually emerge.  But now we know better.  The complexity sciences, and in truth other scholars have mentioned this too (see Wilkinson 2001 for a review), the issue is turned upside down.  It is the flow of activities that organizes the actors not the actors organizing the flow of activities.

Studies of complex adaptive systems remind us that the firms and relationships that comprise business networks are not like parts in a machine put together by an engineer, they are like an ecological system that co-constructs itself.  “ In a machine, according to Kant, the parts only exist for each other, in the sense of supporting each other within a functional whole.  In an organism the parts also exist by means of each other in the sense of producing one another.  We must think of each part as an organ … that produces the other parts (so that each reciprocally produces the other)… Because of this the  [organism]... will be both an organized and a self-organizing being” (Capra 1997 p22).

Each business exists in the context of other businesses that provide the basis for its existence and persistence.  Business life in this sense is a property of the business ecology, the network, of which it is a part rather than the individual organization.  Just as in biological systems “Sustained life is a property of an ecological system rather than a single organism or species” (Morowitz 1992, quoted in Capra 2002 p 5).  Yet attention in marketing and business theory has tended to focus on the individual firm as an independent actor, which is much like the situation evidently in biology which “has tended to concentrate on individual organisms rather than on the biological continuum.”  The origin of life is thus looked for as a unique event in which an organism arises from the surrounding milieu” (ibid).  In the same way marketing and business theory has tended to focus on the nature and properties of the individual firm as a source of its survival and growth, rather than as a the property of the network in which is embedded.  Complexity theory and the network approach redress this balance.

All this complexity of business life makes it seem impenetrable.  What can we possibly say to a practicing manager that would be of any help?  Suppose we could give them an injection of perfect understanding of complex systems science and networks, would it make a difference and, more importantly, would things be better or worse?   In the next section we address these issues.

Before we continue, one thing to keep in mind is that complexity is not the same as complicated.  As many researchers in complexity have shown, even very simple systems with simple rules of interaction can produce startlingly complex behavior and it may be that at heart all systems are comprised of essentially simply interacting elements.  This is in part the argument of Stephen Wolfram, the inventor of Mathematica, in his new tome A New Kind of Science (Wolfram 2002).  Complexity comes from the connections among the elements not from any innate complexity in the elements themselves.  Ultimately, there are no parts at all: “What we call a part is merely a pattern in an inseparable web of relations” (Capra 1997 p. 37).

On Managing

So what does all this mean for managers and management?  There are two aspects to this – the managing of complex adaptive systems such as business networks and managing in complex adaptive systems.  

Marketing, as an applied science, seeks to inform and guide practice.  We want to do more than develop good positive theory, theories of what and why things are as they are. We also want to develop normative theory, theories of how we should behave as managers and policymakers.  It is to these issues we now turn.  Our focus is on the issue of managing in networks rather than the management of networks by government and trade bodies, although the issues are largely the same.  However, issues of trade policy from a network view have been well canvassed by us in previous publications, as already referred to.

The normative issues of relationship and network theories have moved to center stage in the last decade.  The development of relationship marketing in the consumer and services area is very much management focused.  Here the broad orientation is to seek ways to better orchestrate appropriate relationship portfolios with consumers through sophisticated data base systems and carefully targeted response strategies. The value of long term or repeat customers is a focus of research both in terms of how to value them and how to target them.  While this is an important area of marketing research and practice, to our way of thinking this is essentially still a one-way focus of attention on relationships.  Relationship marketing is still something done to the customer, a stimulus response theory of marketing – however empathetically carried out.

Our focus is on business markets in which the buyer and seller can both be active and this makes a one sided view is inappropriate.  We can point to market situations that resemble consumer markets in that the suppliers are dominant and few in number and where customers are many and have individually little influence.  But even in consumer markets this situation is changing with the development of active lobby groups and consumer organizations that can target individual companies and practices.  

When buyers and sellers are interdependent and both active the problem of management is more complex. When firms are embedded in complex webs of interdependent relations with other firms the situation is more problematic.  Can we offer any useful advice to managers in such situations?

The original IMP philosophy implicitly seemed to assume that improved understanding through more realistic positive theories of how relations and networks operate would naturally lead to improved practice.  To some extent this is true in that increasing firms’ sensitivity to the role and importance of other firms, including suppliers, customers, distributors, complementors and even competitors, leads firms to focus more attention on these areas of business and to develop means of improving relations with key stakeholders.  This is what has happened as textbooks in many areas of business today focus more attention on relationships, partnering, strategic alliances and the like.  Case studies of successful relationships and networks that have emerged are the subject of an increasing number of research articles in marketing and management, not only by IMP researchers, e.g. the numerous studies that have been carried out of the Japanese Keiretsu, especially in the car industry.

In recent years a number of IMP books have appeared that take a more normative approach to their subject and produced textbooks for teaching their approach (e.g. Ford et al 1998, 2002). The subject of management in networks was also the focus of three papers in the special issue of the Journal of Business Research we co-edited that was published in February this year. IMP linked researchers wrote these.

Relationship Strategies and Relationship Portfolios

In our paper we distinguished different types of relationship strategies and how they may be appropriate in different conditions.  These are: avoidance, prediction, control, acquiescence (on being managed) and cooperation.  The latter involves joint action by the parties involved rather than independent actions taken with some attempt to understand, anticipate, respond, avoid or control the other parties’ actions.  Co-operative planning through alliances and partnering have become the mainstay of many books in management but as the IMP researchers are keen to point out there is no advocacy by them of one ideal type of relationship.  It seemed in the past that long term close, cooperative relations were being advocated as the solution to all ills.  This was perhaps a reaction to the prior emphasis on adversarial and competitive relationship orientations.  

But firms are unable to and would not want to develop and retain such relations with all the other firms and organizations it has to deal with.  This leads to the idea of relationship portfolios, which are in part inherited because of past actions and for which one seeks an appropriate balance.  Close cooperative relations may be desired with suppliers and other organizations that enable a firm to develop and sustain a competitive advantage.  In other words we cooperate to compete.  Not all suppliers or stakeholders can make such a difference.  We may develop long terms relations with suppliers of indirect items such as maintenance repair and operation  (MRO) for the sake of reducing transaction costs to routine low levels.  But these are not strategic relations.  

The resources of a firm include the relations it has with other firms that allow it to create and deliver value to customers better than alternatives.  Such sources of competitive advantage are likely to be sustainable because they are hard to imitate or steal.  They are developed over time and involve mutual investment and adaptation and co-development of resources, which result in the development of relationship specific assets.  Such strategic relations are not necessarily those involving a high proportion of the firm’s resources or expenditures.  They might be technology development partners, information brokers, bridges to other firms and parts of the network (occupiers of structural holes), leading edge customers, government relations or suppliers of key components.

Exploration vs Exploitation

The problem with relationship portfolio models is that tend to be static and to ignore the issue of the need to change and adapt over time.  They also ignore the direct and indirect interactions among relations in the portfolio and to other relations they are connected to.  We consider the first problem in this section.  

What is a good relationship portfolio now may not be in the future as new sources of competitive advantage and new problems and needs arise.  This leads us to a dimension of strategy that is now being discussed more widely that of the need to achieve a balance or trade-off between exploration and exploitation. Exploration involves checking out new dance partners and routines and is the means by which variation and experimentation is maintained in a system.  Exploitation is the way we get better by dancing with the same partners, even being able to invent or discover new dances together better than other couples.  The mix of the two is reflected in a firms relationship portfolio and is part of its strategic assets for sensing its environment, seeing the future as well as responding to the future.  And as Karl Weick tells us, it makes sense to make sense of the world.

Sensing and responding to the future cannot simply be done at our leisure, as perhaps it could once be, when the pace of change was much slower.  We are now faced with a rapid and increasing pace of change in technology and a rapid diffusion and response to new ideas and opportunities.  Communication is infinitely faster and spans the globe, trade and industry are more footloose and draw their ideas, problems, opportunities and resources from almost anywhere.  

This means we do not have time to sit down and work out an optimum solution to a complex network problem, even if we could do it.  Before the solution is worked out the conditions have changed and a new “optimal” solution is required.  Hence we must focus on “optimal” adaptation and flexibility and this focuses attention on the trade off between exploration and exploration and what this means for a firm’s relationship portfolio.

Another paper in the same JBR issue examined the issue of improvisation as a business strategy (Chelariu, et al 2002).  This is a type of firm competency that relates to the tradeoff between exploration and exploitation.  Improvisation ability is not just a firm characteristic; it is also a potential characteristic of a relationship and indeed a business network.  In nature adaptation and evolution does not come from mutation by one creature but as a result of recombination i.e. through the interaction and exchange of information and abilities between creatures.  

Network Competence

Our JBR paper drew attention to another way in which IMP type thinking has led to the development of a new management concept – network competence.  Thomas Ritter and Hans-Georg Gemunden and others first developed this notion in Germany.  Their focus was on a firms technology partners and the way firms develop and manage individual relations as well as the interactions among the relations.  They identify and develop measures of a number of dimensions of a firms network competence including the type of behavior to be undertaken and the kinds of skills and characteristics required of the people and organization of the firm.  Elsewhere, others have proposed theories of relationship competence (Pham et al 2002, ).

This concept of network competence has since been extended to focus on relations and networks in general and work is underway to refine the measurement scales used.  Preliminary results indicate that the “Netcomp” scale is related to market orientation but is not the same.  It also shows stronger correlations with some measures of performance (Ritter et al 2002).

Network Strategies and Network Positioning

Network competence goes some way to deal with the connectedness of a firm’s relations but a firm’s relations are embedded in a wider network of business and non-business relations that enable and constrain the focal firm and its immediate relations.  This has led to the concept of network positioning as a strategic issue for firms.  All firms in a network necessarily occupy some position or roles that affects what they can and want to do.  This position is not directly under their control as it arises in a self-organizing manner from the ongoing patterns of action and interaction taking place in relations in the network.  Firms can and do attempt to establish and maintain preferable network positions and their actions obviously affect the outcomes that arise but they are not in control of these outcomes.

What does this mean for firm’s strategy?  In our JBR article we argue that it could lead firms to give up and not worry if they are not in control.  But acting randomly or stubbornly refusing to change no matter what is still a recipe for disaster.  This is because it damages the self-organizing process of which the firm is a part and relegates such a firm to part of the environment in which the other firms are embedded and to which they adapt.  Thus attempting to act in an intendedly rational manner is still appropriate but, at the same time, firms should not expect to get where they planned to go or even plan to keep going there.  Adaptive strategy takes place in terms of both means and ends.  As a firm acts and reacts through its participation in a business network it learns about means and ends and creates and undermines its ability to act.  This is the dilemma facing the firm.  A firm’s actions contribute to the changing future in which it may or may not be able to continue to act.  Or as Stuart Kauffman put it “The winning games are the games the winners play.”

Traditional planning methods place great weight on rational identification of means to achieve desired ends.  It is less comfortable in dealing with the choices and adaptations of ends as well as means and even less able to deal with the larger first order and second order network implications arising.  Yet, because of the increasing pace of change and speed of communication and response mentioned above, firms are required to deal with such issues more and more within the working life of one executive, not simply by waiting for the next generation to take over.  We guess that some of the high turnover of top executives is in part a reflection of this increasing need for firms and networks to become more adaptive and evolvable.

Substantial research has been conducted about the way complex adaptive systems operate and a number of models have been developed of the evolution of interactive strategies using game theory.  The simulations of Robert Axelrod (1984 and 1997) and the evolution of cooperation are most well known.  Other examples are models developed by Padgett (1997) and Tesfatsion (1997).  Each of these tends to demonstrate the important role played by cooperative or nice strategies in evolving more complex and sustainable social and economic systems.  

The tit for tat strategy has been used as an example of such a successful strategy.  The firm first cooperates and then copies whatever the other player in the game did on the previous round.  This strategy is basically cooperative but also provocable, and hence not naïve, but also forgiving.  Subsequent research has shown that the situation is more complex than first envisaged (e.g. Lindgren 1997).  Problems arise when misunderstanding can occur, when spatial dimensions are included and, in any given simulation, it may be possible to identify other strategies that are superior.  But its long run survival and success has led researchers to use it as an illustration of why “nice guys finish first” and how this supports arguments for the greater use of more collaborative as opposed to adversarial competitive strategies, because of their second order effects.

Stuart Kauffman’s research on the degree of connectedness of complex systems using his NK models, has led him to caution against becoming too richly connected.  He has proposed a principle of optimal myopia "not because of costs of computation, but because, if we are individually too clever, we tend to transform the world in which we are adapting into a yet-more-chaotic world in which we fare less well.”(Kauffman 1994 p. 84). Hence we must guard against taking too many of the interdependencies and feedback effects in a network in developing a firm’s strategy lest we shoot ourselves in the foot by making the whole network more difficult to deal with and adapt to.

Soft Assembled Strategies

Now we come to the main point of this paper.  The pursuit of learning and adaptive and collaborative strategies has become the mantra for modern business consultants.  To be sure this seems to offer potential benefits and to enrich possibilities for all.  But can we do better than such easily stated homilies?  We believe that work in cognitive science offers a way forward and complements existing research and theory.  In particular connectivist psychology and the work of Andy Clark suggest an interesting new way of conceptualizing firms’ relationship and network strategies and leads to a number of interesting research and education opportunities.

Traditionally, (a word so easy to overuse but a convenient way of referring to prior intellectual orientations) cognitive psychology much like management theory privileged the mind as the central information processing and planning vehicle.  Somehow information about the world was ingested and formed an image or theory in use of the relevant world “out there.”  From this knowledge the mind formulated an appropriate strategy or response, which was then implemented by sending instructions to the various parts of the body to act and feedback mechanisms determined the degree of success achieved.  Based on such feedback the mind re-cogitated and adjusted the instructions as well as may be the theory in use to try to better achieve the intended goals.  And so the analysis, decisions, implementation, feedback cycle continued.  

This is much the same as the way we in marketing and the management sciences describe the way a firm behaves.  Management gathers and encodes information about the task environment and factors that affect it and develops a model or theory in use that guides planning and decision-making.  This of course can involve more than one mind as formal and informal planning processes proceed.  The decisions and strategies arising from such information processing and planning lead to implementation through communicating instructions and budgets to various parts of the firm to act.  Feedback and control processes then guide the assessment of success or otherwise and institute re-planning and adjustment.

The body in the case of cognitive science and the firm and its resources in the case of management constitute the means by which decisions are carried out and resources are used governed by the mind or planners.  The environment “outside” the body and firm is part of the problem or task to be dealt with.

The connectionist view of cognition provides a rather different view of what happens and the role of the environment as the subtitle of Andy Clark’s book suggests – bringing mind, body and environment back together again.  

The “traditional” view of mind and management is guilty of what is called centralist thinking, which is well characterized by Mitchel Resnik of MIT media labs, one of the leaders in the field.  We used this quote in our 2002 JBR article and so does Clark:

“People tend to look for the cause, the reason, the driving force, the deciding factor.  When people observe patterns and structures in the world (for example, the flocking pattern of birds or the foraging patterns of ants), they often assume centralized causes where non exist.  And when people try to create patterns or structure in the world (for example, new organizations or new machines), they often impose centralized control when none is needed.” (Reznik 1994 p 120, emphases in original)

Similar sentiments have been expressed in other ways.  For example in psychology there is still a tendency to explain the behavior of people in terms of innate tendency, much as early on we used to explain why balls rolled downhill because the “wanted to.”   For example, Richard Nisbett and Lee Ross point to a fundamental attribution error:  

“.. when it comes to interpreting other people’s behavior, human beings invariably make the mistake of overestimating the importance of fundamental character traits and underestimating the importance of the situation and context.  We will always reach for a “dispositional” explanation for events, as opposed to a contextual explanation” 

Ebel (1974) makes a similar point when he complains about the persistence of what he nicely terms the dryads of the mind.  Dryads are traits originating in descriptions of behavior that come to be accepted as explanations of behavior.  Examples are the way intelligence is used to explain rapid learning or effective behavior, motivation to explain persistent efforts to succeed, and creativity to explain production of original work.
An alternative perspective draws on complex systems analysis and the way order emerges as a result of the processes of micro actions and interactions taking place among connected actors in a self organizing bottom up way, rather than as a result of central direction and innate tendencies.  

“The job of the [central nervous system] … is not to bring the body increasingly ‘into line’ so that it can carry out detailed internally represented commands directly specifying e.g. arm trajectories. Rather the job is to learn to modulate parameters (such as stiffness), which will then interact with intrinsic bodily and environmental constraints so as to yield desired outcomes.  In sum, the task is to learn how to soft-assemble adaptive behaviors in ways that respond to local context and exploit intrinsic dynamics.  Mind, body, and world thus emerge as equal partners in the construction of robust, flexible behaviors” (Clark 1997 p45, emphases in original) 

This is a profound change in the way mind and cognition are thought of, which he characterizes as a “transition from models of representation as mirroring or encoding to models of representation as control” (p47). The mind should not be seen as a locus of inner descriptions of external affairs but as a locus of inner structures that act as operators upon the world though their role in determining action.  

These ideas, we believe have a direct parallel with the situation of the firm and its task in adapting to its own skills and resources and to the context in which it exists.  And a central aspect of that context is the network of relations, both direct and indirect, business and non-business, in which it is embedded.  Thus to rephrase Andy Clark

The job of the manager is not to bring the firm increasingly into line, so that it can carry out detailed plans centrally developed, such as how to position and carry out marketing activities for a product or service.  Rather the manager’s job is to learn to modulate parameters of the organization, such as its customer responsiveness, its tendency towards exploitation versus exploration and its relationship and network competence, which will then interact with intrinsic firm, relationship and network constraints so as to yield desired outcomes.  In sum, the task is to learn how to soft assemble adaptive behaviors in ways that respond to local intra and interfirm context and exploit intrinsic dynamics.  Managers, firm and network thus emerge as equal partners in the construction of robust, flexible behaviors.

The manager operates on and through this intra firm and network scaffolding, as Clark refers to it.  Problems are solved taking into account a specific backdrop of intrinsic firm and network dynamics and response tendencies – “piggybacking on reliable environmental properties.”  In this way the environment is not seen as a target or source of problems but as a source of solutions.

An example:  ABB in trying to serve its customers better in an increasingly complex and uncertain world of deregulated markets, changing technologies and uncertain demands is trying to soft assemble its various business units and their actual and potential interrelations in such a way as to allow their customers to manage them.  Their customers perhaps know best what their problems are and the way different products and services may be combined and developed  from ABB and other suppliers, together with its own efforts.  At least they do so more than ABB does know or could know its customers needs, wants and problems.  So ABB is trying to harness the embedded knowledge of their customers of what works and what they need, to enable their customers to use this self-knowledge to manage ABB’s servicing of them.  

In short the most economical complete understanding and representation of a customer is the customer.  So the message is, don’t try to capture this understanding in the form of sophisticated marketing research and modeling exercises, i.e. try to transfer this understanding from the customer’s “mind” to the “mind” of the actual or potential supplier.  And then try to use this transferred and necessarily imperfect understanding to design the firm’s offerings to the customer.  Instead, make use of its embeddedness in the customer and design interactive strategies that enable the customer to use this knowledge to manage your firm.  Designing strategy becomes designing interactive strategy, setting up the processes of engagement such that the firm can best gain from tapping into the knowledge and understanding embedded in others, including “other” actors, relations and the networks in which they are embedded. As the bogus Shakespeare quote at the beginning implies, not to plan but to be planned.   But how such interactive strategies can be set up for different types of actual and potential interaction circumstances is not a problem to which we have any simple answers.  

Doing this is no easy matter as it is a skill and type of knowledge developed overtime that is in large part tacit and sticky – it is embedded in people, relations, groups and the network as Badaracco (1990) and Nonaka and Takeuchi (1995) have described.  Therefore, it is difficult if not impossible to formalize and to communicate to others in much the same way that the skills of the artisan or artist are.  We do not teach babies how to modulate their body parts and their local environment to produce desired responses – they quickly learn how to do that!  Such knowledge is largely context, i.e. firm and network, specific, although there may well be general principles and education and training devices to help speed up the learning process. This makes this kind of knowledge and skills a key component of a firm’s competitive advantage.  It cannot be easily emulated and, in a different context, may not even be effective.  

The achievement of desired outcomes also requires some clarification.  We are not advocating some new mysterious tool that management can use to steer a firm to fame and fortune.  The essential point is that managers are embedded in and are necessarily part of complex adaptive systems involving the firm and the network in which it operates.  Outcomes are not produced directly by the firm’s independent actions in any way that is easy to trace.  Instead outcomes are co-produced from the on-going actions and interactions taking place that emerge from each actors soft assembled strategies.  There will be winners and losers and the markets as networks sort these out.  By the searching out and development of productive relations and networks and the driving out of ineffective and unproductive relations and networks.  In this way competitive action is focused on cooperative action. Not cooperation with everyone – a kind of new firm age “hippiedom” – but a discerning mutually developed matching, development, divorcing process or, as we like to characterize it, a process of learning how to dance, learning how to participate in different types of dances, jointly learning to create new kinds of dances and taking a productive and sustainable place on the dance floor! 

Sustaining these types of knowledge and skills is a constant challenge because people and firms come and go, resources, technology, ideas and schema change bringing forth new kinds of potential resonance within and between firms that need to be grappled with. For example, the Internet age has altered dramatically the speed and reach of communication, altering forever the dynamics and patterns and timing of actions and interactions among people between and within firms.  This undermines what were perhaps previously established stable patterns of interaction leading to the “search” for new attractors.  As we have argued above, this may well involve a redefinition of the boundaries of the firm and network and new patterns of relations (i.e. relationship attractors).

Research Implications

The concept of soft assembled strategies (CAS) presents new challenges for researchers in management.  We have learned to conceptualize and measure many different dimensions of relationships (e.g. power-dependence, trust, conflict, satisfaction, understanding, cooperation, closeness-distance, and networks (e.g. loose and tight couplings, structural holes, connectedness), as reviewed in Wilkinson 2001.  But are these the right dimensions we need to focus on for the purpose of analyzing SAS?  Clark focuses on the internal and external scaffolding that actors come to utilize or piggy back on in order to seek desired outcomes and that the individual organism is not the locus of adaptive structure independent of its environment.  

Is this scaffolding to be described in terms of these dimensions we now measure or by some other characteristics?  Clark talks about a mind learning to use and adapt to the “springiness” of an arm.  This does not seem to be the same type of dimension as we use to characterize relations and networks today.  It would be more equivalent to the market responsiveness of a firm’s organization structure, relations and networks. Although what is the relevant market that is responded to may well differ across a network.

Several interesting candidates for further explanation suggest themselves from Clark’s work.  First he reintroduces Gibson’s early work on “affordances” which refer to the way say a chair invites sitting on and a smooth plane walking on.  We learn to recognize fundamental regularities that afford certain actions and responses.  The way we process visual stimuli is like this. We do not have images of the world out there stored in our brain but have an ability to sense and respond to some of the innate properties of incoming light within a defined range of the light spectrum.  We do not see a “chair” but respond to some of the dimensions of incoming light waves that afford appropriate responses like sitting, or as a tool for smashing someone over the head or breaking a window to get out of a burning building.

Clark also argues that the external structures made available by language, culture and institutions play a special role in providing us with external and internal scaffolding that affords our behavior.  A firm’s internal relations and networks and its internal relations and networks are part of this scaffolding, as are the component resource constellations, activity chains, webs of actor bonds and schema entanglements of IMP network theory (Welch and Young 2002).  

We know that through the division of labor and specialization that takes place in society we are able to accomplish much more than if we worked alone or in small groups. But along with this division of labor comes the cost of coordination – what we think of as marketing in the economic realm.  These structures surely afford us more possibilities for behavior and we have learned to interrelate and adapt together with these relations and networks.  We have theories of explaining the structure of these relations and networks and how they develop but underdeveloped ideas about how we do and should “resonate” or adapt in concert with them.  Too much of our theorizing here is, as we have already noted in earlier sections, of a stimulus response type thinking, that takes the point of view of one party (the manufacturer/supplier, the channel or network captain) attempting to “get their way,” rather than the way the larger units of behavior are co-constructed and adapted through our individual ways of participating and responding.

Final Words

Is the task of learning to create and deal with one’s own and others’ soft assembled strategies merely a fancy way of saying what we have been saying all along?  Of course we believe not and we do so with good reason.  We are advocating a move away from simple centralist thinking, from naïve one sided toolbox additions to a firm’s strategy development, from stimulus response type thinking, to a clear focus on the underlying ongoing processes of business life and to the inherent dynamics and self organizing nature of the complex adaptive inter-active systems in which we and firms operate.  

This perspective calls for a re-examination of the way we conceptualize and measure relations and networks and for research approaches based on building new kinds of evolutionary adaptive models of relations and networks as complex adaptive systems. We will persuing these insights in future research and hope to report on their development at a future meeting.

As Clark observes, the rational deliberator of past theories of human action and cognition turns out to be a well camouflaged Adaptive Responder.
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