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Introduction

The development of strategy and business relatipastccurs at multiple levels in
the organisation. One of the key challenges f@irless managers is to develop the
analytical and practical skills to be able to miskiltheir multiple B2B knowledge
networks in their strategies. This competence @t increasingly pervades two
key literatures that inform theoretical and praatienderstanding of both strategy and
business relationships. This paper applies a fayél approach to analyse the role
and contribution of business relationships in sgggt and to bring new perspectives to
the ways in which key relationships and networkstually shape and influence
strategy. The strategy literature is focusingaasingly on what people actuatly in
strategy, the “practice turn” (Jarzabkowski et 2007; Whittington 2006b). The
relationships and networks literature is paying enattention to competence and
strategic value creation (Capaldo 2007; Mdller 2006he focus of this empirically
motivated paper arises from common themes in tlseiglines of strategy and
business networks, adding to understanding of coneepts in both through a process
of cross-fertilisation. We begin by showing howrooon themes in the strategy
literature’s view of business relationships andwaoeks, and how the business
relationships and networks literature increasinghates to strategy, are converging.
The emerging strategy-as-practice literature, $igatly the multi-level notions of
praxis, practice, and practitioner (Whittington 2006a), are then used to focus
understanding of strategising in networks. Theiealf this approach is illustrated by
an in-depth case study of a company whose strabeag/ strongly driven by its
business relationships at multiple levels. Theesady illustrates the components of
a framework which describes the commonalities behwekey strategy and
relationship practices giving an industry-, firrmdamanager-level view of business
relationships in strategy. An emergent framewotkclv models the integration of
strategy and relationships is then described. [Fédqger contributes to developing
theory on the relational view of strategy and tatsigic action in business networks.

Strategy views of business networks and relationgbs

In the classical approach to strategy, strategyndébion and development are
explained by a set of processes: managerial in@htch can involve planning,
command or incrementalism; by organisational preegs political and cultural - and
external factors) based on industry or organisatiparadigms, political processes of
bargaining and negotiation, by “muddling througbf’,by imposed strategy in which
strategy is formed through enforced choice or emvitental constraint (G. Johnson
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and Scholes 2002). To these may be added nagleation and visionary leadership
(Bailey 1995; Johnson 1990; 1992). Porter’'s stngstonduct-performance approach
(1980) was based on economic theories of industrgdnisation within the context
of industry structure in which choosing an attnaetindustry, deterring entry and
holding a competitive position were critical, thbutlpere has been more emphasis on
structure (context) rather than conduct (stratefygwin and Volberda 1999).
Porter’s three generic strategies (Porter 1980pcud, differentiation and cost
leadership - remain as strategies-in-use (Jarzadiio004). The key underlying
concepts of firms atomistically positioning themss competitively in the classical,
Porterian view, competing on the basis of resourcemain valid as analytical
frameworks. However, approaches to the contersgtrategies and the context for
strategy are changing from an atomistic to an emediew of the firm and from a
rational, calculative, intentional view of stratemya stable or static environment to
more recognition of ‘gut-feel’, simple rules, credy and emergence in dynamic
turbulent international environments (Eisenhardd &rown 1999; Eisenhardt and
Sull 2001).

In newer approaches to strategy alongside the esiploa action, is the emerging
focus on capabilities, especially Dynamic Capabsit(DCs), rather than just on
resources. Traditionally, strategy models have temsjzed firm success, based on
correct competitive positioning, rather than susceger time, based on sustainable
advantage. Successful firms were seeiasng core competences (Prahalad and
Hamel 1990): increasingly firms must have the skil adapt to changing conditions,
so that these develop into dynamic capabilitiesathB than simply focusing on
internal assets, firms need skills of adaptabiltynamism and agility especially in
the context of shortening response times in highdiatile markets and industries.
Firms are learning how to adapt their internal ssssd competencies to rapidly
changing external environments (Teece et al. 199Fynamic capabilities are the
mechanisms through which firms develop and inté&zeahew capabilities in such
changing environments and thus form a primary sowi competitive advantage
(Rumelt et al. 1994; Teece et al. 1997). In addito managing or leveraging assets,
firms adjust their abilities as well as their prees in order to meet the competition
(Rumelt et al. 1994; Teece et al. 1997). DCs boiddthe Resource Based View
(RBV) in which firms secure resources and compet¢he basis of the uniqueness,
inimitability and access to new markets that theseurces bring (Helfat and Peteraf
2003).

As a bundle of resources primarily internally deyeld and sustained (Wernerfelt
1984), creating a capability or accessing a resouray be too costly for one firm,
because of its historical context, path dependesmgial context and causal ambiguity
(Barney 1999). Acquiring a capability may also frevented by environmental
constraints, the effect of value, strategic infteldly and difficulty of leveraging the
acquired capabilities or resources (Barney 1999hes& restrictions render
‘nonhierarchical forms of governance’ more attnaetbptions to firms (Barney 1999)
and thus firms recognize the importance of exteraaburces as complementary to
the classical emphasis on the independence anmhahtgew of the firm. However,
firms maintain a specialized independent competitstance in networks and
relationships, especially in their core competeftdamel et al. 1989; Hamel and
Prahalad 1994) through their value in use, raritymitability and organizationally
embedded nature (Barney 1991). Capabilities ircludangible resources such as



core competencies and tacit knowledge, which maggerationalised as tacit skills
(Ambrosini and Nowman 2001) and firm-specific captids and assets may be
based on efficiency and effectiveness which enlbvler costs, or increased product
quality or performance (Rumelt et al. 1994; Werekrf984).

Taking a relationship view of strategy, networkeslcan be sustainable strategic
resources and network and relationship roles amiress appear to generate returns
that could be described as rent, with firms ushngse assets tactically to derive such
rents from their roles (Uzzi 1996:423). The ‘sthétdevelopment in strategic
thinking and strategy formation, whereby organ@ai leverage the resources
available to them to achieve ambitious and visipngoals (Hamel and Prahalad
1993), is central to the motivation towards andciica of network-based strategies.
Whilst the classical Porterian view was based orateonal quantifiable view of
sustainable competitive advantage and long-runtphulity, responsiveness to higher
velocity environments (Eisenhardt and Martin 2008ypercompetition (D'Aveni
1995), flexibility and tacit knowledge and routinee seen as capabilities (Kor and
Mahoney 2005). To understand what capabilitiedbaseght to and used in interfirm
relationships, the evolutionary economic view oifrficapabilities sees the firm made
up of two distinct but changing elements: its mgic core - inimitable capabilities,
which are incontestable and unique, and ancillapyabilities - contestable and not
unique (Nelson and Winter 1982). The boundariesheffirm are defined by the
extent to which ancillary capabilities are intereadl or bought through the market,
depending on the strength of the firm’s capabditielative to those which could be
bought; the transaction and governance costs inngak buying; how these factors
change over time, and are influenced by organisatitearning (Nelson and Winter
1982)

Strategy is recognising the importance of relatgms in strategy in terms of synergy
(Eisenhardt and Galunic 2000) and as idiosyncr@iahoney and Pandian 1992).
Relationships involving forms of knowledge whickedound in the individual and
collective behaviour of people in firms as theywdog and reveal information to each
other, are ‘ways of acting that are competitivedyuable’ and these vary from firm to
firm depending on the industrial context (ibid)lli&nce capabilities can be identified
and related to differential value creation (Anaml &hanna 2000). Sources of
competitive capabilities can be embedded externalfirms’ ties and network
resources, especially their network of ‘bridgingestiand linkages to external
institutions’ (McEvily and Zaheer 1999:1152). Netk resources are the
informational advantages associated with a firmeswork of ties (R Gulati 1999;
McEvily and Zaheer 1999) and these resources hmtble and constrain firms and
add external capability generation to the integnéticused RBV. Alliances have
dynamic processes and sustained cooperation leamtsevolution in which firms can
adapt and learn rather than merely implementingdds@gn and set objectives (Doz
1996). Often the key to sustainable dynamic cdiakiis not proprietary knowledge
itself, but rather the organisational capabiliti@sd processes which permit the
generation and integration of new knowledge (Leatial. 1987). Central to this is the
knowledge and capabilities developed in extern@ractions. Management of DCs
increases organisational efficiency and effectigshand allows the firm to leverage
existing capabilities in order to create new forohs£ompetitive advantage. Success
will increasingly come from the ability to continugly create new products and
services in an expanding global economy and ineimerging era of continuous



innovation, knowledge is the key asset whose etgilon will determine success for
many firms (Miles et al. 2000).

Business relationship and network views of strategy
Research on relationships and networks is identifynore strategic intentionality in
the management of linkages (Ford et al. 2003; Gadadd. 2003; Moller and Svahn
2003; Moller et al. 2005) and strategy and netwookcepts are coming together
powerfully in newer views of value-creating systeamsl activities. In both strategic
management and networks, theory is considering whabvative value creating
strategies involve for firms. Value is no longeeated by independent, self-
sufficient, firm action but through close relatibiss among economic actors such
that:
relations are less sequential, and more synchronoustomers are regarded
as participants in the co-production of value, arelencouraged to adopt this
role rather than remaining passive consumers andgars. Thus the
borderline between supplier and customer often fnesoblurred (Wikstréom
and Normann 1994: 22-23).
The practice turn in strategy, together with theubon networks as relational assets
with relationship management as a latent or ac@l is complemented by a
competence turn in the business network literafiéller 2006). The value and
roles in value creation of partners in B2B marketsl to an extension of the RBV to
include the relational perspective (ibid).

In terms of the structure of strategic activitieslationships and networks play a
crucial role as an organizing framework. Netwaaks ‘value-enhancing cooperative
enterprises’ (Calton 1995:8) and attention to nekwelationships brings advantages
in that managers view ‘the whole value system’ (Bdy995:31). Strategy is shifting
its focus away from the manner in which the orgatii® allocates and structures its
internal resources towards the way it relates s activities and resources to those
of the other parties constituting its context (Héson and Snehota 1989). Business
organisations are involved in dynamic exchange ticglahips and each exerts
considerable influence on the other organisatiobgd)( For many firms the
immediate environment is concentrated and strudtarel is constituted by a set of
other active organisations. The role of relatigpstand networks is to add to value
creation at multiple levels for firms and custom@rmann and Ramirez 1993,
Ramirez 1999). Whilst the firm is traditionallyeseas an economic structure aimed
at managing activities and transactions, Parolird99) offers a view of sets of
activities rather than economic actors within valoeeating systems (VCSSs).
Parolini’s approach aims to offer a method of asiaglyo model relationships:

in a reality characterised by companies with protly different

configurations that nevertheless operate in theesammpetitive environment

(ibid:xxii).
Firms are in networks of connections (though theneativity may be through ICT
systems) and are involved in organically intercating networks, made up of flows
and relationships. Ultimately, within networks wii produce more systemic
products through co-production and co-participatitie business decision becomes
“make, buy or connect choices” (ibid:56). The akystem is the group of actors
who perform the value activities required to proglacproduct or service (Mdller and
Svahn, 2003; Parolini, 1999). Modller and Svahn0@0see these as made up of
strategic value nets ‘intentional nets of a resgdayroups of actors’ (ibid:213), which



can be stable, with core value production; esthbtis with value-adding relational
value production; and emerging, with future orientalue production.

Taking a structural view, optimal decisions abobe tbenefits and scope of
relationships will be based on the pay-offs exmhctehich change as relationships
develop (Khanna et al. 1998). In terms of thecttmal value of networks, there is a
danger in firms being over-connected, and theralaceeasing returns to network ties
because they ‘bind’ the firm (Powell et al 199&mbeddedness in close relationships
has positive effects only up to a point, after viahilcey may damage firm performance
by making them less flexible and less open to n&ermation (Powell et al 1998;
Uzzi 1997) and there is a need to balance undeedddnd (arm's length) or over-
embedded (over-connected) (Uzzi 1997). In  managihgir portfolios of
relationships, whether based on strong or weak tesation of value in close
relationships may be achieved through balancingntlvéith weaker relationship
within the portfolio (M. D. Johnson and Selnes 2004Age is important too: the
growth and development of a firm’s networks slowsvd over time and the process
of elaboration and tighter connection becomes (elgkansson and Snehota 1995).
Thus, newer networks may be more susceptible togghdhan older ones, that is
before a ‘network logic’ sets in and incrementab@tdtions move the network
interactions towards a steady state. In termstmfcwire then, relationships and
networks play a crucial role in organizing valueatiron activities and there is a need
to understand the potential or actual value-crgatimles and other functions of
relationships in strategy — what firms think these adoing with their business
relationships. This relates to the research oppdyt to consider how firm
experience of relationships affects their use liatsgy and the reflexive link between
the formationof firm strategy and its use of business relatigrsh

The business network literature is thus moving framiew of evolving, naturally
occurring networks to encompass ideas of intenlitgnand strategic intent in
creating and using networks or relationships. passivity of the traditional view of
networks as merely there, as the context for bgsines moving to incorporate
strategic elements: managing networks not just giagan networks. This parallels
the shift in the strategic management literature inrucial way. How strategy is
formed in the context of relationships and netwakdates to whether the firm sees
this as planned, whether it emerges, or is a coatiom of both. Intentionality and
emergence are questions of interest in both sicategnagement and network theory.
In strategy business relationships are deliberastionally-formed (Child and
Faulkner 1998), even in high-velocity strategy vehthey are used as simple rules
and relationships can be part of patching (gapsresources or competences)
(Eisenhardt and Brown 1999; Eisenhardt and Sulll200n the Industrial Network
approach of the IMP group the focus is on the ltarg: evolution of networks: less
on intentional networks and more on networks awengthan as a context that can be
deliberately designed and enacted (Mdller and S\218). The emergent view of
networks might be typified by Hakansson and Snel{@©95) who see networks
evolving gradually and dynamically over time (Anslem and Narus 1990).
Whittington (1988) puts forward the realist perdper (Bhaskar 1978) which
captures both the powerful, deterministic influemé¢he environment on the firm’s
strategic choices and the assumptions about agertbg voluntarist approach. This
approach shows an interaction rather than a diomptat work between the two, in
which environmental structure is a background ecpndition to actors’ internal and



external strategic choice set. Intentionality &ngdergence are coming together as a
joint explanation in both areas of theory, wherer¢ghhas been insufficient balance
between the view of 'intended' and 'emergent'esisa{Mintzberg and Waters 1985).
Networks and relationships may be intentional oergant, whereby the former will
be managed consciously whereas the latter mapgutte given context (Araujo et al.
1998). Hallén emphasises the difficulty of plamgnimetworks, concluding that:

There is no clear dividing line between planned apdntaneous emerging

networks, as some combination of intention and chas probably present in

all situations. (Hallén 1992:88).
Motivations in networks (including why actors enterd maintain embedded links)
are an 'emergent property of the social structiyezi 1996). Blois observes that
long-term relationships sometimes: “appear to be #m of establishing a
relationship while in other cases they are porwage theresult of a relationship”
(Blois 1999:5). There is a need to identify anarity whether strategy and
relationships are aims or intent, or whether theyaresult or consequence (Achrol
and Kotler 1999; Day and Montgomery 1999; Srivastawal. 1999). The question is
whether firms are aware of how they use their lrssrelationships in strategy or not
and how they go about this.

There is a need to define the relationship corfimxstrategy to elaborate the ‘larger
strategic framework’ (Grabher and Stark 1997:538}. the intersection of strategy
and network research (McEvily and Zaheer 1999)div@volutionary approach to
strategy and network forms sees the latter as edelgednd within multiple levels
within and among firms (Lewin and Volberda 1999Vhether firms merely cope
with the external environment in strategy (deteismr) or can manipulate and enact
desired situations (voluntarism) (Dyer and Sing®&9R Gulati et al. 2000; Jarillo
1993) is analogous to the ‘managing relationshipstd et al. 2003) or ‘managing in
relationships’ (Ritter et al. 2004) debate in natwtheory. What is required is an
approach that shows an interaction rather tharclzotbmy at work between the two,
in which environmental or industry structure is ackground or precondition to
actors’ internal and external strategic choice s&he duality, expressed in both
network and strategy approaches sees:
the social structure of interorganisational reli@s a “macro” phenomenon
emerging out of the “micro” decisions of organieas seeking to gain access
to resources and to minimize the uncertainty aasediwith choosing partners
(Gulati and Gargiulo 1999:1475).
Theoretical views on the strategic context for fimatworks are shifting from
‘rational-planned’, through ‘planned-emergent-dym@m to ‘planned-emergent-
dynamic-interactive’ (Tikkanen and Halinen 200¥)aneels (2003) argues for a mix
of approaches to balance the natural process ot ©gupling with deliberate
(strategic?) loose couplings. In this view intenality is emergent and deliberately
enabled. The RAA model of the IMP group (Hakanssoml Snehota 1995),
involving Resource ties, Activity links and Actooids, as a way of explaining
networks interaction, mirrors the elements of sggtas practice, praxis, practice and
practitioner, which are now described and applied.

Embeddedness and social action: Strategy as practic

Strategy and network theories come together irr t@iverging focus on both social
and economic explanations of how business reldtipescontribute to firm and
industry level strategy. In understanding the rolerelationships and networks in



strategy, managers and firms make an assessm#miofalue. The illustrative case
study that follows shows how the economic and theea are converging in practice
as measures or assessments used of the contrimaida by relationships. Economic
evaluation is positioned as objective, rationalcwative assessment, and social
measures may be subjective, emotion based on brbadean values. This reflects
the converging view that:
Economic action is embedded in social structure.onigoing social ties...
[and is]...a concept that has been used to refedbréa the contingent nature
of economic action with respect to cognition, sbsteucture, institutions, and
culture (Uzzi 1997:35).
This type of reference in the networks literatwetlte multiple levels of social and
economic action echoes recent developments inegiran terms of understanding
how firms integrate practical activity, the skilisey need to both think about and
enact strategy and to exploit their intra- andrfiten connections (Jarzabkowski et
al. 2007; Moller 2006). Approaches are emerginthgory and in practice that seek
to understand how to harness the ‘knowledge’ el¢nrethese connections and on
how to use them as a basis for competing — thdséeréo the relational turn in
strategy, strategising as a human activity, notetgea property or organisations
(Whittington 2006a), and the ‘new collaborative gmtences’ and strategic value
creation turn in networks (Moller 2006). The st literature has generally viewed
business relationships and networks, rather likéh vany part of strategy, as
something that organisatiomsve (G. Johnson et al. 2007). Increasingly, however,
strategy is being seen as something that peopeganisationslo (ibid). This is not
simply about outcomes or results, nor is it abbetdbstraction processes inherent in
theoretical understandings of strategy, but ratdisut what people actually do in
strategy and how (Jarzabkowski 2004). The keyt shifaway from a traditional
emphasis on strategy content and process approdohesds integrating these in the
study of strategy as a whole, adding multi-layefs context to strategy, and
encompasses the human actors ‘on whose skills amdtive activity depends’
(Whittington 2006a).

The view of strategy as practice (Jarzabkowski 20Ixzabkowski et al. 2007;
Whittington 2006a, 2006b) and this ‘practice tumm’strategy research, are a way of
integrating inter- and extra-organisational facteviéh a focus on strategy praxis (the
activity of strategizing), practices (multi-levetrategy routines and procedures) and
practitioners (the people who do strategy) (Whiiom 2006a, 2006b). Accordingly:
The promise of recent theoretical initiatives i thtrategy literature that do
draw on practice theory...is to develop closer cotioes between what goes
on deep inside organizations and broader phenoratsade (Whittington
2006a).
This approach resonates strongly with key trendsoth the strategy and the business
networks literatures. Strategy as practice ndtestriaditional micro-economic focus
on firms in their markets and the lack of the hunedement (Jarzabkowski et al.
2007) and urges the restoration of agency in giyateith the aim of humanising
management through a focus on the practitionere ddntextualisation of micro-
strategising (G. Johnson et al. 2007) and attentiiothe institutional factors that
enable transfer between contexts is also an immotteme bringing together the
situation and the socially defined practices thedtsgists use (Jarzabkowski et al.
2007). Praxis is an embedded concept that retatéise interconnections between
levels and groups in a holistic view of strategativity: these(Jarzabkowski et al.



2007) are situated, socially accomplished flowthatgroup, organisation or industry
level (Jarzabkowski et al. 2007). Practices referstrategy routines and procedures
that strategists might use in patterns of activilghaviour, cognition or physical
resource allocation (ibid). Thirdly, practitionesse the individual actors who use
practise within a praxis context to act (ibid). ejhcan be inside or outside the firm
but will influence strategy.

Following the strategy as practice approach, we nomsider a single in-depth case
study to illustrate how research at the intersactibstrategy and networks (McEvily
and Zaheer 1999), with data on multiple levels ahagement action (Jarzabkowski
2004; Jarzabkowski et al. 2007) and networks emdxadthin multiple levels within
and among firms (Lewin and Volberda 1999) can awldheory on strategising in
networks of relationships. According to JarzabkawW2007):
strategy-as-practice research may explain outcdahasare consequential to
the firm at all levels from the most micro-detasishuman behaviour to the
broader institutional levels...The common point ofctsustudies is their
concern to explain some aspect of the nexus betwesxs, practices and
practitioners and its consequences for the socebraplishment of strategy
(2007: 19-20).
This paper contributes to explanations of the iatal view of strategy and strategic
action in business networks.

Method

The following case study took the influence of tirganisational-personal, industry
and environmental contexts on strategy as practioeaccount and was informed by
the idea that these are expressed in the beliefvalnes of firms as well as in their
strategies and how they achieve them through ressuskills and capabilities. From
the RBV, firms compete on unique resources, whiely or may not be obtained from
external interactions. Resources, and how crittbaise were, and where firms
obtained them were thus identified for the casm.fir From the DCs view, firms
compete on both internal and external resources capabilities. Activities and
capabilities acquisition were also identified fbetcase firm, again assessing their
criticality in strategy. The emerging relationaéw of strategy sees firms adding
relationships to their portfolio of skills, knowlge and resources, and this supports
the focus on whether and how relationships wereal usesecuring resources and
capabilities.

The method built up understanding of the resporisler@tworks within its industry
context and thus at multiple levels of activityt lalways from the viewpoint of how
the firm evaluated and managed its networks and tsam in its strategies. The case
is taken from a wider study which took an intermist approach to gathering and
analyzing qualitative data. The study built onséirg knowledge and added new
insights, deriving constructs from the field anglexing phenomena which were not
well-defined. The analysis sought to understaristieyg meanings held by actors and
to interpret their actions by re-describing theettisg their activities or experiences
into larger contexts of purpose or interpretati@rlikowski and Baroudi 1991),
offering substantive theory pertaining to a patcwontext rather than formal or
grand theory (Glaser and Strauss 1967; Glaser 19148 emerging mid-range theory
presents an understanding based on one contex.efflerging framework is based



on an analysis of the multiple levels at which amner-manager views his/her
relationships in strategy, namely actor, firm amdustry, since:
Appreciation of wider contexts can help make ingdle many of the
complex details revealed by intimate investigation®eciprocally, close
engagement can uncover the real ambiguity anditfyuad the broad strategy
trends found in sectoral or societal analyses. {tislgion 2006a).
Exploratory data were collected from a large fimthe New Zealand wine industry.
The particular industry was selected for researshitaappeared to exhibit well
developed strategies of competition and co-oparaigether with strong personal
networking and industry body involvement, and sitathowed strategic similarities in
the market strategies pursued by individual firnu$ Wwhich were achieved in very
diverse ways. Face-to-face interviews with the QE@d a semi-structured guide to
elicit the respondent’s perspectives on his/hen’érstrategies and relationships. The
data were managed, interrogated and analysed irigduéfom which key themes
emerged. Findings from these interviews were tddaak to the firm for clarification
in a process of member checking. A second setie$tipns was developed based on
the elements of the emergent theory which were usea confirmatory in-depth
interview. The illustrative case study took a sgly relational approach (as
compared with transactional cf Arino et al. 200lgvello et al. 2002) and was
theoretically selected to highlight this featurés@hardt 1989).

The case analysis focuses on firm level strateglyumses concepts from the classical,
resources and capabilities views to operationaisgtegy. The RAA model of the
IMP group, involving Resource ties, Activity linkend Actor bonds, is used to
operationalise relationships and networks at thra fevel, at the dyadic relationship
level, and at the wider network level since idemdy established way of theorising
and explaining the levels of relationship interactiamong firms. Analysing
strategies is done based on their focus on Resoyvadeether critical or ancillary
inputs), Actors (such as friends, family, socidiBsed industry learning and R & D),
and Activities (eg supply, production, distributjanarketing). Combining the RBV
and DCV (Barney 1991; Hardy et al. 2003; Miller 23D0Oinputs into a strategy were
either resources (core or ancillary) or capabsitetivities (core or ancillary). This
illustrative case study extends existing theorystirategy and business networks by
offering new insights into a complex social proc@ssenhardt and Graebner 2007;
Siggelkow 2007). The case was selected to denatesthe power of combining
common constructs from strategy and business nk$wvand relationships at the
multiple levels of praxis, practice and practitiorfgisenhardt and Graebner 2007).
We offer empirical evidence from an in-depth casely to support the proposition
that the strategy as practice schema is a usefulw@y in which to characterise
strategising in relationships.

An illustrative case study - The Wine Company Case

One of the largest New Zealand wine companieseatitihe of the interview, the case
company was one of the last remaining 100% priyadw Zealand owned wine

companies. Also one of the older companies, it fwasded by the owner in 1961.

The case firm was a long-established industry playbose founder was still at the
helm and was a well-respected ‘elder statespersfath'e industry. The company had
a very strong culture, led by the owner, basedhenttaditional social relationships
and values of the industry, although (s)he admittedindustry was less social than it
had been. The company had grown independentlyghréeveraging resources and



relationships. The focused differentiation strgfegas based on its award-winning
wines, used some value-creating and many comméitedconnected relationships.
Using innovation, readily shared in the wine aea] now in the financial structure
of the company, the firm was clearly set for coméid independent growth.
Resources were both company-owned and bought enwihery owning its own
vineyards and also buying in grapes under contr#chad established and publicly
floated a vineyard through an IPO, which had 35&reimolders but which the case
company managed and whose grapes it bought. Therwihad a centralised
structure but with independent wineries in the ehwvane growing regions of New
Zealand. The CEO relationships which were stable:

| tend to really try and get somebody who triegéd to know your company,

to try and keep a good long-term relationship gomg chop and change on

price so much.
The company offered a full product range based acuded differentiation and
economies of scale and scope. The company marketedin four categories: single
vineyard wines, ‘exceptional quality’ wines, digtiive wines and ‘affordable
everyday wines’. Strategy was led by a very hamsCEO, based on fierce
competition overseas and in retail channels amhgtcooperation domestically.

The critical relationships were with grape growiats which the case company put a
great deal of energy: it had kept one grower sinception in the 1960s. Whilst
some approaches to contract grape growers by ottiee companies were
adversarial, in which the companies treated thevgrs as ‘peasant farmers’ and
whose policy was to ‘keep them like that and kelegirtprices down’, the case
company focused on informing growers and gettingnthinterested in the end
product. It held conferences for them, brought thgro date with new techniques
and went to considerable trouble to separate jutwa some growers' grapes to show
them what sort of wine it made and where it couddilmproved. Above all the
company aimed to treat growers as 'intelligent p2opther relationships were with
its freighting company, its agents and distributarsd packaging and other suppliers.
With trucking companies the case company’s relatigm was once a year but vital
during the grape harvest, when contractors weredasi work long hours could be
called at unsociable hours. The CEO visited tlmierseas markets regularly,
especially the UK and good agents were the onesiwtorn regularly visited the
winery. There was considerable concern about tisé @f these visits but they were
seen as indispensable to relationship building.fok®ther suppliers, whilst the case
company bought small amounts of specialised boft@® the newly arising glass
importers, it felt obliged to use the main natioglalss supply company because it was
the only one which could supply the volume requiréthilst it seemed to be more
customer focussed, the case company felt thatstaxguasi-monopoly.

The CEO took the view that co-operation and infdramasharing were still important
to the industry, especially now that New Zealantdievxcompanies were competing
with the world. S(h)e believed that the industoynpeted domestically on the skill of
its staff, on individual personal factors, and ttiegre were not too many technical
secrets. The company felt that it had basicallgdgeelationships with most of the
other companies in the New Zealand wine industtylaad more of an affinity with
smaller ones. The CEO believed that firm strateggmed to depend on who was at
the head of the wine companies:
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there are some companies that change managingtadgeand suddenly
nobody is allowed to go into particular companig's, a closed shop, you
know, secrets. So a new managing director comesathen next thing it
changes and you're allowed to come in, and chogschanges, and you get
that sort of thing which I think is really a nonsen
(S)he strongly stressed the social nature of thlesiry, asserting that people from
outside the industry found the level of camaradgtige unusual. But (s)he pointed
to the social nature of the product the industydpiced and felt that this explained
the strong social bonds within the industry. Arample was (s)he had just been
overseas on holiday with ‘one of the oppositionhomvas a long-time friend, and
their spouses. (S)he readily admitted, howevet; th
our staff are doing a wine list, they'll toss tpeticular person's wines off the
list. We compete seriously in the market place weatdon't find that really
matters, you can still be good friends.
Commercial priorities prevailed. In summary thsec@ompany had a hierarchy of
relationships. Grapes, stability of supply andirthguality, were of paramount
importance. There was reference to the agriculhegtage of grape growing in the
references to peasant farming, which this CEO didshare but clearly identified in
some firms' relationships. Rather passive in sogtaionships, there was little to be
done about the glass company's quasi-monopoly lEadeduction in price and the
consequent change of supplier of packaging had begrely passive, though to the
case company’s benefit. This case illustratesb#iief in some parts of the industry
that co-operation remained important and that @lgrccompetitive commercial
realities could co-exist alongside long-standingendships within the industry.
Figure 1 gives an overview of the case companyaiomships, which are related to
some theoretical constructs that summarise whatslihe company’s strategy and
relationships.

Figure 1 about here.

The multiple levels of the wine case company’'str@hships and strategy outcomes
are shown in Figure 2. These are now related éaliree elements of practitioners,
praxis and practice.

Figure 2 about here.
A strategy framework of business relationship drives

Practitioners

In the case, the interviewee was a CEO with veng lstanding in the company and
the national industry, so his/her personal expegeralues and ties were important to
the firm. The CEO focused on individuals, peofiendships, personal values and
ties with others. These relate to actors bondshen RAA framework but here
specifically concern the people with whom the CE€valops connections, builds
trust and enacts and implements strategy. Prawits have the capacity to access
and deploy prevailing strategy practice as obsemqutaxis, the activity of strategy
(Whittington 2006a). The CEO describes his/herwvief the firm’s business
relationships in terms of his/her personal ties aaldes over the history of the firm.
The common themes were relationships with key seygplthough some ranged from
the merely contractual to deeply committed, valtgating relationships, with strong
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friendship ties. In the ‘closely observed activitlystrategizing’ (Whittington 2006a)
relationships arise from the practical experienéesach relationships and then
develop their own dynamics which can drive strategy

Praxis

The next element covers the actual activity oftegfiaing. At the level of praxis are
the main sources or motivators of business relahigs in the industry identified by
the CEO, which arise from the firm’s history (whichn be linked to personal ties and
values). The relationships that result from thest¢ivators are then used to carry out
to develop or bring in capabilities and learningl @o gain access to resources, and
these categories relate to the RAA model (Hakansswh Snehota 1995). The
strategically important activities, capabilities aesources that result from
relationships shape and are also mutually shapetidgxternal environment, other
relationships or its own dynamics, and the firmincstrategy.

Practice

At the level of practice are the routines, norms @anocedures that arise from the
activity of strategizing and enacting it. In theltilevel network context of the wine
case company these arise primarily from more loghlstry dynamics influencing the
firm’s decisions and the CEO describe his/her sgpatas being most influenced by
the dynamics of their business relationships. thers, the key driver of relationship
use may come from intentional strategic decisioristle firm or business
opportunities, which may or may not involve builginand using business
relationships. The practice of strategy in thetewnof business relationships may be
driven primarily by external, relational or intetrthivers, and these in turn mutually
shape and are influenced by praxis — the ways iichwtihe practices arise and are
used in the firm’s strategies.

To model the multi-level components that can makehe organisational processes
and external phenomena that exist in the firm'ateggy and relationship development
and management, Figure 3 shows how the elementgradftitioner, praxis and
practice relate to constructs among networks amadesty process levels. It shows the
drivers — either intentional strategy or emergimgnf relationship interactions in
praxis — which may shape the use of relationshipstiategy practice. Further it
shows the diversity in the pathways and resultshete drivers generated by the
firm's approach to strategy formation and the radé relationships in its
implementation and realisation. What is new alibatframework in Figure 3 is the
way in which it integrates managerial perspectivagh previously established
concepts in the literature to build categoriesedftionship influencers and outcomes
in the strategy context, showing how these develug interact with and can shape
strategy.

Figure 3 about here.

Conclusions and implications

The three core components of the strategy as peaatiproach are strongly analogous
to the RAA model of the IMP. They both seek, irithseparate literatures and
research traditions, to frame the interaction oftiple levels of manager, firm and
industry/context/network activities and understagdi This paper has brought the
two together to strengthen theorising on the miidiily of levels of strategic action,
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specifically in the network context. The challermfeunderstanding strategising in
networks can be further pursued in research whightest the model outlined in
Figure 3. The framework presented here modelsntiegration of factors that shape
the use of business relationships — external imgwstd relationship dynamics, and
firm strategy. It is now appropriate to test itterms of generalisability across other
industries and firms. In terms of implicationsisituseful for managers to understand
their relationships and how they can use them wgtséage in the value system and
how they might balance their portfolio of netwokationships (Mdller and Svahn,
2003) especially as between strong and weak o@e® of the critical future themes
emerging from this research is understanding th&nba in approaches to
relationships between: strong and weak ties or loogg(Danneels 2003; Granovetter
1985), the risks of over- or under-socialised apphes (Uzzi 1997), and the
liabilities of over- or under-connectedness (Powetllal. 1999) within a strategy
context.

One of the outcomes of network research is to agsmagers to understand what
kinds of relationship they are in (Ford et al. 20086ller and Svahn 2003).
Identifying how firms select and place value onirtheetwork strategies adds to
understanding of the role and usefulness of relahip strategies in general, and
contributes to understanding the variables whictiehan influence on these key
decision-making processes. The analysis of busineganisations must take into
account both the economic and social processes aridomes involved in
relationships and networks. Firms may make ratichaices but these are framed
and somewhat constrained within the industry (netjvoontext. Relationships and
networks may emerge and develop over time (the BProach) or they can be
intentional and planned (the strategic managemguoach). The role or function of
the network relationship, in terms of processesuicomes, will have an important
bearing on how the relationship is valued and hiomay change over time. Finally,
how practitioners act as carriers of practice ispacific strategic context adds to
understanding and integration of the multiple Ievadl strategizing within firms.
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Figure 1: Overview of the wine company’s relationsips

Identity Number  Nature and strategic function of rdationship Description Construct

Grape 90+ Long-term supply contracts One grower relationship had  Personal ties

growers These were committed/value-creating lasted for 40 years Firm history
relationships, directly managed as these were Relationship dynamics
strategically critical resources.

Bottles 1 main,  Quasi-monopolistic supply Passive, grudging acceptance, Access to resources

3 smaller This was merely a connected relationship, thougian only check quality
managed directly as it was an important ancillary
resource.

Packaging 1 main Long-term supply Changed due to industry rivalry ~ Access to resources
This was merely a connected relationship, though
managed directly as it was an important ancillary

resource.
Other Various Long-term supply Personal contacts and visits Access to resources
supplies - These were merely connected relationships, Personal ties
corks, tanks, though managed directly as these were necessary
machinery, ancillary resources.
sprays etc.
Harvesting  Many Regional supply contractors Personal contacts and visits to Personal ties
staff This was merely a connected relationship, thougiersonally thank in the regions.

managed directly as it was an important ancillary

resource.
Other wine 6+ Comparison and admiration Benchmarking with other large Personal ties
companies These were committed relationships though thegompanies, admires quality of Firm history

fulfilled only indirect and social functions. some boutiques, decries others Capabilities and learning
Wine 1 Compulsory membership Quiality control Capabilities and learning
Industry This was a committed relationship though it
body fulfilled only indirect and social functions.
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Government 1 Compulsory quality testing Export quality OK but retalil
research unit This was merely a connected relationship, conditions and poor bottle
managed indirectly as it fulfilled market and hygiene
access functions.

Vineyard 1 Shareholding 350 shareholders in IPO Access to resources
land These were committed/value-creating vineyard all of the production of Personal values
relationships, managed directly as they provideavhich went to the wine
critical resource. company.
Freight Aim for 1  Aim for long-term service M & As have meant lots of
company These were committed relationships, directly change. Personal thanks were
managed as this was a critical activity. given.
Domestic 3+ Commercial service Highly trained sales force. Activity links
liquor, These were committed relationships, directly Personal values
distributors managed as this was a critical activity.
Overseas Many Long-term service Personal contacts and visits. Personal ties
agents and These were committed relationships, directly Personal values
distributors managed as this was a critical activity. Relationship dynamics

15



Figure 2: Relationship levels and strategy outcomdsr the wine case company

Level Actor Bonds Activity Links Resource Ties Constructs

(people) (value chain activities) (resources)
Micro - Sales training - better ~ Own sales force for - Contract grape growers
(firm) people. control. closely and personally

- Compete with skills of managed.

people. - Publicly floated

- Personal contacts with vineyard.

customers, agents.
Strategic outcomes: Access to resources
Personal and internal control of growth with keyaarces leveraged where possible or necessary. Personal values
Meso Long-standing friendships Personal contact with Long-term, stable, has had
(relationship/dyad) in the industry. suppliers firms. one named grower for 40

years since firm inception.

Strategic outcomes: Access to resources
Security and quality of supply through long-termstrbased relationships. Relationship dynamics
Macro None named Formal and informal with Information sharing, no
(industry/environment) government research unit secrets.

and industry body for
quality control.

Strategic outcomes:
Reputation effects and technical and market legraitsing from early industry involvement. Capabilities and learning
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Figure 3: Integrating strategy and relationship corcepts
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