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Network strategising trajectories within a plannedstrategy process

Debbie Harrison and Frans Prenkert

Abstract
It is well established in an IMP context that nsibess is an island (Hadkansson and Snehota 1989).
This paper discusses findings about how a teantrafegjists in a firm considers existing network
connections within a strategy process for selectingew strategy. The case company, Nortura,
operates with a monopoly position that probablyl wi¢ radically changed by a World Trade
Association agreement. The case study underpintiiagfindings is based on qualitative data
collected between June and December 2007, the -seopth time period of the strategising activity.
The Actors-Resources-Activities (ARA) model is useda tool to analyse how network connections
are considered within each strategising phase bydifferent strategists that participate in the
process. The paper highlights three overlappingaork strategising trajectories within the process
and discusses how teams of strategists handle netwanections through the use of tools before
proposing three types of network strategising.

Keywords: network strategising, ARA model, strategyprocess, trajectories

1.0. Introduction

In the industrial network perspective the stratdggbaviour of actors is interconnected (Axelsson
and Easton, 1992; Hakansson and Snehota, 199%.ndtwork both restricts and enables strategic
action and the network sets the freedom of actishgas much as the strategist does. The implicatio
Is that the strategic behaviour of business ad®eEmbedded and interdependent (Mattson, 1987,
Snehota, 1990). Strategic action involves varipwsiping with network connections with other
actors (Blankenburg and Johanson, 1992; Blankenburg., 2000), managing network role and
position (Johanson and Mattson, 1985; Axelsson Baston, 1992; Gadde and Mattson, 1987;
Henders, 1992), network horizon (Holmen and Peder2@03) and network pictures (Ford, Gadde,
Hakansson and Snehota, 2003; Henneberg, MouzaNardk, 2006), mobilising (Hakansson, 1992;
Lundgren, 1992; Gadde, Huemer and Hakansson, 2008ps adaptations between customers and
suppliers (e.g. Brennan and Turnbull, 1999).

There is a paucity of research that considers hdeam of strategists in a firm considers
network connections while undertaking a plannedtsgyy development process, however. This
paper combines ideas from Industrial Networks wiite strategy as practice and strategy process
approaches (cf. Baraldi et al, 2007a) in invesingghow a team of strategists at the Norwegian firm
Nortura selected a new strategy.

Nortura specializes in red and white meat and ppuydtoduction and processing for the
Norwegian market. It is formally organised as gpooation while being owned by approximately
32,000 farmers in a co-operative. The companyfaased in 2006 as a result of a merger between
Gilde and Prior. There are 43 processing facditre Norway, which employ 7,000 people with an
estimated production of 35,000 tonnes of chickel, 565,000 tonnes of white and red meat (2007
data). The company has an existing strategy basegrice leadership in terms of supply, brand
development and consolidation of efficient operagio The case study reported in the paper covers
what Nortura strategists refer to as “the firssegde of strategising after the merger”.

In particular, strategising in IMP has been con®deas occurring through influencing the
mediating role of counterparts in order to afféw hetwork horizon (Holmen and Pederson, 2003)
or as the co-ordination of activities and combinargl recombining of resources (Gadde, Huemer
and Hakansson, 2003). The strategy as practiomagp defines strategising as the micro activity of
individual strategists acting and interacting (Whdton, 1996, 2006; Johnson et al, 2003).
Therefore strategy is something that practitiorsiwsrather than being something that they have.
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There is a paucity of research within this appro#wit considers the role of actors outside firm
boundaries (Jarzabkowski et al, 2007; Clark, 20UHittington et al, 2003).

In order to construct the case study of the finstegising episode, qualitative data has been
collected between June-December 2007. A mixtureolzffervation, in-depth interviewing and
secondary materials have been triangulated. Tée isaunderpinned by the sequence of six strategy
activity phases as conceptualised by Nortura'stesirsts. Each phase and the corresponding
practices such as meetings and use of tools (Jareski, 2004; Whittington 2004) were planned in
advance and cemented in a planning document imiti@ phases. The actors-resources-activities
(ARA) model (Hakansson and Johanson, 1984; Hakanasd Snehota, 1995) has been used to
analyse how network connections are consideredméach activity phase by Nortura’s strategists.
Three network strategising trajectories (actorpuese and activity) have been generated. Tools
such as an existing internal financial model ar@wshto be important inputs to and outputs of the
overlapping trajectories.

Taken as a whole, the paper is an attempt to imgast how network connections are
considered when a firm conducts a planned stradegglopment process. The structure of the paper
is as follows. Section two below provides someegahbackground details to Nortura and the
research methodology, before outlining the six-phstsategising process. The third section of the
paper is an across-phase analysis of the caseglmhéinree network strategising trajectories are
discussed. Section four presents the two mainrfgs] before the paper is concluded with a general
discussion. Three features are highlighted bypuger; strategising involves overlapping network
strategising trajectories that are differentiallgphasised by strategists over time, strategistdlban
network connections through the use of tools, drelimportance of resources and activities in
strategising practices

2.0. Case Study

2.1. Some background details and a network context

Nortura is owned by 32,000 farmers breeding podefblamb and chicken. The company is in a
process of consolidation after the merger of Gilal meat) and Prior (white meat and eggs) in
November 2006. At present Nortura have 43 faeditthroughout Norway. The four large food
retailers that are Nortura’s customers are; Coopléln ICA, Norges Gruppen and Reitan Gruppen
with its respective retail chain stores. Figuréebicts the network diagram mapping out the actors
with which Nortura is connected. The central aton the supply side are the farmers supplying
Nortura with raw materials. This link is very stgpas the farmers are also formally the owners of
Nortura and have a presence in the board of directdhere are also institutional actors such as th
World Trade Organisation and the Norwegian Govemtme he latter can almost be considered a
‘partner’ as Nortura has a market regulating rolenfieat in Norway.

The merger between Gilde and Prior resulted inrsa@lidation strategy. The three sub-parts
of this strategy are: (i) ‘End-market’ (strengthemibrands, product development, and developing
supply systems with customers); (ii) ‘Renewal ofilities and technologies’; and (i) ‘Supply’
(increasing market shares in the supply market amgloying a best price strategy towards
suppliers). In addition, Nortura has been re-oigag its facility structure in order to try and
increase efficiency. Generally, the closure of tawdlity results in cost savings of approximat&g
million NOK. Some of the financial criteria useonee from standard internal measures, e.g. a 6-7%
return on invested capital. Nortura’s current asile focus on the Norwegian market does not
allow for further expansion. This has producedap getween what the owners require in return in
equity and what is possible.

Nortura’s strategists arranged an investment déal fimancial institutions and in so doing
had 1.000 MNOK to invest in whatever strategy dedidipon. At the beginning of the strategy
process, it was unclear as to whether this wouldlwe the acquisition of one large industry actor o
a series of smaller-scale acquisitions (using 20llom NOK), with the remainder for consolidation.

2.2. Research Design
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The research methodology used in the paper isgéestase study. A single case was deemed as the
appropriate way to obtain an in-depth account of bite strategy process at Nortura developed over
time. Various authors provide suggestions foryéag out case research and the philosophical bases
of case studies (e.g. Abbott, 1992; Easton, 19@8jrRand Becker 1992; Dubois and Araujo, 2007).
Case studies embed an object in context, allowhdelgtail, and richness of data, are longitudiryal b
default (Easton, 1998) and are process-oriented.

The selection of the case was based on a provadetwimbination of ongoing research
connections, access, company activity and theatatiterests (Easton, 1995; Halinen and Tornroos,
2005; Dubois and Araujo, 2007). More specificalbpe of the authors is employed at a Centre
within the university that has a long-standing tielaship with Nortura. As part of an ongoing
research project, strategists at the company disduthe then forthcoming planned strategy process
with the authors. Permission was granted for asgeotive research study in order to follow the
strategy process, with full access to relevant mgetand associated materials. Analytical case
selection decisions were then made; that a sirage methodology was suitable in order to follow a
process in real-time, the time boundaries to pytlate and downplaying the ongoing longer-term
strategy process.

In terms of data collection, qualitative materialshbeen collected between June-December
2007, the seven month time period of the strategggss. A mixture of observation, in-depth
interviewing and secondary materials have beemgukated. All the meetings of the VINN
Working Group, an internal group, the Corporateds¥ahip and the Board of Directors (the four
main strategy groups) were observed by one or tiotitie authors. This amounted to 22 meetings in
total, sub-divided into; 2 corporate leadershigdard, 8 VINN Working Group and 9 internal group
meetings respectively. Four in-depth interviewghwkiey strategists have taken place, and this shall
continue during spring-summer 2008.

Extensive secondary material has also been usediar to complement the other data, such
as planning documents and materials to be presat&bard meetings. The company website
(www.nortura.com provided background material regarding the prodypes, organisation and
facilities. The planning documents were used o ga overview of the strategy process and how
the tasks in the process had been sub-divided.

The case was written up after the final meetindninithe strategy process in December 2007.
The multiple data sources were combined to genexdiasic chronology of the strategy process,
using the logic of longitudinal process researchilqét and Van de Ven, 1995; Langley, 2007).
There are various approaches as to how a casescamibedded in time (e.g. Jessop, 1990; Norclife
and Bartschat, 1994). The Nortura strategistsgtadned an activity sequence in six main phases.
This was used by the authors to structure an ititree phasing of the case.




Figure 1: The Network of Actors in the Context of Nrtur
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The data collected from the various meetings, u&rs and secondary sources was then
divided into the six main phases. The teams e@ftesgists involved in each phase and their formal
roles were also outlined by activity phase typear &ach of the phases, the chronology of actions,
events and activities of the strategists was mappddon paper and then written up. The case
analysis section was undertaken by using the ARAdehdHakansson and Johanson, 1984;
Hakansson and Snehota, 1995) as a tool to assasadtwork connections are considered within
and across each activity phase by the strategists.

Three network strategising trajectories (actorpuese and activity) have been generated.
The trajectories are made up of actions and eveiméseby network connections are discussed by the
strategists. Each event/action is embedded inesegs of network connections (Araujo and
Harrison, 2002; Andersson, 2003; Araujo, 2003)e €mphasis varies by phase and by the different
strategists which participate in the process. Ja@nich as an existing Nortura financial model are
important inputs to and outputs of the overlappiragectories. Figure 2 summarises the analysis
approach.

The case is being used to build theory about hotwar& connections are handled in a
planned strategy process, and also for theoryntgsti terms of using the ARA model as a tool. The
basis of generalisation beyond the boundaries efctse is to theory (Bonoma, 1985; Mitchell,
1983). Hence, our aim is to make analytical oothagcal generalisations to the existing body of
research concerned with network strategising.
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Figure 2: The Structure of the Analysis

2.3.  An account of a strategising process
A summary of the strategising process can be fauricble 1 below.

2.3.1 Phase Zero: Initiation (June-August)

The Back-Drop: A need for a strategy process aratesgy generation (June-July)

The trigger for “the first strategising post-mergérwas the realisation that it was necessary to
expand beyond the limited Norwegian market. Tiveeee also longer term challenges such as the
recognition of the ongoing negotiations of the Wofrade Organisation (WT®). Three main
strategic options were initially distinguished bprira’s corporate strategists; internationalisgtio
acquisition/merger and strengthen/reinforcementdldgment and innovation).
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It was within this context that NILF (the key exial strategist in this account) formulated a
plan for the strategising project that was to bdleda “VINN” (Vekst, Innovasjon og
Internasjonalisering, or Growth, Innovation ancemnationalisation). NILF has knowledge about the
food sector in general and model-based analygaiticular. The goal from NILF’s perspective was
to “make concrete and perform analysis of stratedfiernatives from Nortura that are related to
growth and internationalisatioty” From the start, the utilisation of a strategisinol (a computer-
based simulations model) was under consideratibims was because Nortura already had a fairly
complete financial model that could be used.

The VINN project was specified in a memo prepargdhe Director of NILF; Ivar Pettersen,
to Nortura’s top management in early Julyin this memo a possible strategising processHer
VINN project was drawn up based on five main phasébke project as outlined was to build on
existing tools for financial analysis using five imateps. The first two steps of the project ineal
setting up an initial financial model and perforgiia gap analysis. Step three was to develop
strategic alternatives regarding growth and inteonalisation goals, with the evaluation of each
strategy using scenarios. Each option was to lsackear economic goal, such as % change in
growth. The fourth step would be to build possihitire scenarios. Finally, step five would be a
scenario-based evaluation of the strategy altemesti The main outputs of the co-operation project
were to be a model and a set of presentation metggding the possibilities and risks involved in
growth and internationalisation. The strategisigolved in this phase were Katrine Karstensen
(Strategy Development), Egil Olsvik (Corporate &gy Director), Axel Krogvig (CEO) and
Kristian Seevik (CFO) from Nortura, along with Maettersen (NILF).

Formation of the Strategy project VINN (August?1

The VINN Working Group was formed on the™August. The members of the VINN Working
Group were Kathrine Karstensen, Egil Olsvik and B&gsaker from Nortura and Ivar Pettersen
from NILF. The Working Group had a clear deadlilecommendations must be in place for the
final board meeting on fo December. In practice, it was necessary to repmrtorporate
management and board of directors meetings by rieMber. Overall, there are four interacting
groups in the strategising process; Nortura’'s makgroup, the VINN Working Group, the corporate
management and the board of directors. Early VINdrking Group meetings were used to reach a
negotiated viewpoint on what needed to be donesaheces of information required and the level of
detail necessary for the simulation mddel
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Table 1 — The ¢

Descriptor Phase 0 Pha
Phase name “Initiation” “Mode
descriptor Founc
Time period June — August 2007 Au
Septe
Strategists (and = External strategist: Ivar = Ext
roles) Pettersen, NILF Stre
= Nortura: Kathrine Iva
Karstensen, Egil Olsvik, Pet
Ola Bergsaker, Kristian NIL
Saevik, Axel Krogvik, Guro Hal
Daehlen NIL
= Nol
Kat
Ka
Egi
Olz
Bel
Kri
See
No. of 3 5
meetings held
(Total no of
meetings held
during the
whole process
are 22)
Main activities | = Recognising (by Egil = Bui
(central Olsvik) the a need to Sim
practices, continue to deliver value to mo
development owners/farmers which = Pel
and use of triggers the whole ser
tools) strategising process initially] — ane
= Presenting the existing refi
financial model. mo
= |dentifying key business = Pel
and operational pro
performance ratios ane
= Qutlinina of strateaic refi
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a tool for strategising fine
= Current situation as a trigggr mo
of the process too
Stre
= Cul
SitL
trig
pro
= The
Prc
cell
1:C
= the
Wo
Grec
cell
1:C
QOutcome = Four strategic options: i) = Fire
Internationalisation/expansi  of
on; ii) Merger/acquisition; Sir
iii) Diversification through mo
technological development Mo
and innovation; iv) Wait-
and-See.
= A cooperative project w/
NILF (“the VINN Project”)
= An agreement and a plan
document w/ NILF
= Four emergent groups: the
Internal group, the VINN
Working Group, Corporate
Leadership, Main Board of
Directors

Note:Items in bold indicates that these hing
Cross references in the matrix are made wit
containing the content from which the item ¢
the column (Phase T-1: “PT-1"; Phase 1: “P
Outcome: “Outcome”; which is the most ust
separated by a colon. For example, a cross
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Beginning financial modelling and identificationsifategic options (August)

Within the August VINN group meetings, Kathrine presented the Ihasiccial model. Ivar from
NILF suggested that historic data (last five years) should lwepaocated in the model in order to
increase confidence in it. A number of key business ratios wecaisdied, in particular how to
measure turnover in relation to revenue. The group recognised ibendijficult to incorporate an
internationalisation  strategy. Four strategic options were nedtli and discussed:
Internationalisation, acquisition/merger, strengthen/reinforcemmettwait-and-see. Possible bases
for internationalisation were discussed in terms of branding, brégdmgtics and geographical
spread. In these meetings, the strategists were prinkatlyrine Karstensen and Kristian Saevik
(Finance) from Nortura and Ivar Pettersen from NILF.

2.3.2. Phase One — Model Foundation (Late August — Early September)

Meetings were held regularly throughout the latter part ofusugnd early September. The
activities can be summarised as ‘defining data needs’ and ‘byiigdsimulations model’. Although
the financial model was first introduced by Kathrine, Kristiarvi8vho built it) explained it in
detail over a course of meetings. Work began to identify how to camplethe internal financial
model so that it could be the basis for the development of aationd model. The use of the
internal financial model as a point of departure was never questidinetle was a general view that
the credibility of the analyses performed by the VINN Wogki@roup would be enhanced by
guantifying current operations.

There was limited understanding by the strategists as tothégturpose of the model was.
Not least, there were different understandings of how to use @asioms model, e.g. the most
interesting simulations. Considerable time and energy was sp@&eigotiating a common view of
the purpose of the simulations model. This involved identifying then raaget parameters of
market conditions and shares, volumes for each product categoryms tdr customers and
suppliers, producer/ regulator targets and price tariffs (these la&r changed) and the most
interesting simulations to undertake. The necessary adjustments werbynhidlE .

The development of the simulations model can be said to have been dbaecaimpany,
industry and the national levels. At the firm level it wamaitter of specifying and quantifying
operations. Issues such as capital use, ROE, internal intatest depreciation, investments and
cost of operations were in focus. Secondly, at the industry levegsilnie was to obtain the relevant
parameters about prices, markets sizes and shares, regulatiort, angh@xport restrictions, trade
agreements and the WTO negotiations. At the national level, demagapbnsumption patterns
and migration were taken into account as far as possible. An omdjemgssion cutting through the
entire phase concerned what factors were relevant and the lewepattance to allocate to each
factor.

2.3.3. Phase Two — Gap Analysis (September)

This phase covers a total of three meetings, 2 of the VINN \Wgrgroup and one in Nortura’s
internal group. The main strategising activities revolved around condue gap analysis. Ivar
Pettersen from NILF was the key external strategist, artirida Karstenssen, with some minor
assistance from Kristian Seevik (Finance) represented Nortlitee gap analysis involved two
interrelated but different gaps. The first gap is a classic gapse)alyth the model operationalising
Nortura’s current position using some basic parameters, and thepaiog this to an ‘ideal
preferred position’ 5-8 years into the future. In other words, tlse dap analysis is of Nortura’s
ideal position at a given point in time in the future in relation to its current position.

However, a second type of gap analysis, used to build what becant@askdihe scenario’,
received considerable discussion. The simulation model was used datimpdise Nortura’s current
position. This was then referred to as a ‘Wait-and-See’ giraté’hen the model was used to
simulate how maintaining the current strategy/position over a &a8 geriod looks in financial
terms. In other words, if no changes are made, what is the penfmrmapact by 2011-2014? This
‘base line’ scenario was then used as a way to test all guidrgesimulation/scenario alternatives
later in the strategising process. It gave a very chalication as to where a wait-and-see strategy
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would take the company. It was not a desirable futdtewitl take us into the slowly setting sun,
and then darkness will embrace us — we will negertie light agairi

2.3.4. Phase Three — Strategies for VINN (September —October)

The key strategists in this phase are Kathrine KarstenserBedigaker and Egil Olsvik (Nortura)
and Ivar Pettersen (NILF). This phase consists mainly of distisssegarding the range of strategic
alternatives available. First, opportunities relating to the nmrf@ Nortura’s products were
discussed, categorized in terms of geographical location and ptggast Secondly, possibilities
relating to the business model of the company were considered,iculaarbrand management and
opportunities for vertical integration. During early October, tlieN/Working Group discussed the
data required by NILF strategists in order to build severalsstss. Information was needed about
investments, productivity, price for raw materials, etc. In amlditthe effects of a more restrictive
WTO-agreement were to be incorporated in the simulations madelrust be pre-emptive

2.3.5. Phase Three Mark 2 — Model the growth / internationalisation alternative@ctober)

This part of phase three took place just before the board meetitg &1 ©ctober. The activities
centred upon setting the parameters for modelling several growdh irsternationalisation
alternatives. The drivers of profitability in Nortura were debain terms of volumes, prices and the
cost of capital. There were some additional discussions about doctioreatad data needs. The
most important of these was make investment data as accarptssible, and to extend the time
horizon in the simulations model to 2020. The result was the creatiamuaofmber of simulated
alternatives which could form the basis for the development of full-fledgedrexsena

2.3.6 Phase Four — Scenario Development (October-November)

The key activities in this phase were in developing and analykieg scenarios and building
support between the VINN Working Group and the Corporate Leaderdlnp.development and
analysis of scenarios using the simulations model (with ongoingadepof the model) took place
over three VINN Group meetings in October.

Developing and analysing three scenarios

In the first VINN meeting, the morning session was spent onniés and calculations for the
‘basis scenario’. The meeting worked with the assumption (introduced t) Miat the simulations
model will be used to run three scenariggengthen/reinforcé/NVait-and-SeendMove (operations
abroad). In terms of generating data for investments andigesing, the ‘basis’ scenario will
require a 600 MNOK investment. The ‘reinforcement’ scenario vatjuire a 900 MNOK
investment. The discussions were explicit in terms of whdt @& of investment refers to, e.g. the
facilities that can be restructured or closed. The key vasiarke market shares and volumes up to
2020, internal and external growth and the WTO agreement. Theystaecided that the NILF
strategist and Nortura’s financial specialist should put in plheemost complete version of the
simulations model. Then a discussion about competitors in Norway occurred.

After lunch, Egil Olsvik joined the team of strategists. Tdusckly resulted in a clashing of
two perspectives. Egil’s interest wasoWw far have we come to begin to talk about thatetyic
issues based on the simulations mgdehereas the meeting so far has focused on the details of the
model itself, as encapsulated by the NILF strategdiisere are a number of things, input variables to
the model, reinforcements in investments; etc

The discussion moved on to the three scenarios under development. The
‘Strengthen/reinforcement’ scenario was considered, in particular in témwisat price must be paid
to maintain market shares by product type. The reinforcemenaso included the consolidation of
operations (from 43 to 24 facilities), investments between 2009 and 2016il{ib@ NOK for
building market share and re-organising buildings, systems angdréatson), leading to projected
cost cuts of 650 MNOK per annum from 2015 onwards.

The strategists then considered ‘how do we present this’ to the bbaildectors the
following week. This is to be the first time the model isbt presented outside of the VINN
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Working Group. The idea was to present the dire statistics obdkeline scenario. Then the
reinforcement scenario will be suggested. Hence, the model  bs#a as a tool to convince the
board of the necessity to select a new strategy.

Afterwards, the strategists began to consider the ‘move scenafibe NILF strategist
pointed out that he needed considerably more data in order to set umthatisns model for
running this scenario. In addition, he commentethihk it costs about 100 MNOK to buy into a
joint venture in a foreign country, 3-5 MNOK annyaio run it with representation on the board
and some people there, and it will give no reveimehe first 10 years Everybody agreed with
this and the meeting ended.

Building support between the VINN Working Group #relCorporate Management

The strategists included the members of the VINN Working Group, aletingthe directors for
finance, IT, property, innovation, personnel and communications and the mafagensality
control, sales and marketing, white meat and egg, and red meat aesisprgc The meeting started
with the strategist from NILF presenting; (i) Nortur&srrent strategy; (ii) the simulations model
that has been developed; and (iii) the scenarios based on the anddile consequences of each
scenario. He concluded that there is no immediate need riewastrategy, but there are some
challenges ahead.

He then outlined three possible strategies and discussed the ssampsions built into the
model. The first possible strategy $rengthen, which for example will require sustaining the ‘best
price to producer’ in order to defend shares of raw matefiaen the Move’ strategy was outlined.
The advice given was to concentrate on being close to customenseaénd of the vertical
production chain, or close to the basic technology at the othere @hemlso many opportunities to
move horizontally, for example through acquisitions and mergers. The third pagsabeégic option
introduced wasWait-and-See’(the ‘basis’ scenario). A central member of the VINN Working
Group intervened by proposing that being strong in the home mawkgtreparing for a merger with
a Nordic meat actor is possible (i.e., the merger option is mentioned again).

The meeting continued with the NILF strategist presentingnmbestments in the model that
are already being implemented and the planned investments farrdNor various facilities. The
VINN Working Group was attempting to persuade the corporate maeagdrased on the logic of
investment returns, as well as costs. A general discussion tirdee strategic options, the actual
and planned investments in place and the assumptions built into the model occurred.

The participants then discussed ‘internationalisation’ as a soluitinet WTO agreement.
This would require an additional billion NOK in investments top ofthe 1.275 MNOK already
allocated in the model for the ‘strengthen’ strategic option. pitduced some sighs from members
of the corporate management team. A central strategist thhenVINN Working Group then
commented to go for an international strategy immediately reobillion NOK in acquisitions
directly — is not what we think of anymore. Ihat feasible, either financially or academicélly

He went on to remarkwe shall make a story about this during the next taree months
before we wing this! We must get the messageoeso as to create trustworthiness for us not only
financially but also — and maybe more importantlgnagerially. The innovation director then
commented: the discussions we have just participated in inic¢hat strategy at Nortura is focused
on raw materials and facilities. Other organisatfin the food industry are much more concerned
with brands. In which facilities the food is pradd is not important! Nortura is very much
concerned with the raw materfal The NILF strategist concurredNbrtura stands with its feet
deeply buried in the production operation, the liies and the raw material. That is quite cl&ar
The innovation director replied find this discussion very much technical and fficial, and for the
board seminar, | would like to have a more marke¢rded and policy influenced language. We
need to get away from the technicalities and tharfcial nitty-gritty, when communicating this to
the board.

2.3.7. Phase Five: Evaluating alternative scenarios and a choice of future segy (end of
October-December)

11
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The main activities that occurred in phase five were ‘testeggbdack and consensus buildireyd
the ‘choice of a strategic option’. The key input into the board mgetvas the main product of the
VINN Working Group: the simulations model regarding the alternatiketegy scenarios. The first
board meeting in November was attended by Nortura’s 14 board neniberCEO, two Nortura
members of the VINN Working Group and Ivar Pettersen from NIhRr presented the scenarios
that have been developed over the past few months, and recommendecktiggh&n/reinforcement
scenario’. Several board members cautioned that the raw mageapaliers were the main
contributors to value in the first five years. One problem mayhbethese suppliers can leave
Nortura and deliver to a competitor. Overall, the board members were positivdddina scenario:

“I don’t think it is very hard to get consensus amal this table that we need to go into the stresigth
scenario”.

“I make this conclusion, that given the assumptios strengthen scenario is the one alternative
giving the best economic result, and we can makathta limited and controlled risk, especially
with regard to the WTO".

“The choice is pretty straight forward, we neecttmse the strengthen alternative. And for those
working here, a wait scenario is not very nice, nigce to work with something that goes down
eventually, and that everybody knows will do so.”

One of the VINN Group strategists commented that the riskxiassd with the WTO issues
could also be handled by adopting elements from the ‘recgpario’. This would mean putting in
place a fund for making investments internationally in order tgdedk: ‘the question is how we
can join forces with some partner and then it gustion of how to become interesting and valuable
to such a partnér The ‘strengthen/reinforcement’ strategic option was folymabted for in the
December board meeting. This decision solidified the stratggmocess into what is now referred
to as “Nortura’s strategy plaff’

3. Case Analysis

The purpose of this section is to highlight three network stramggisajectories that are present
during the strategy process. The text below will consider#jectories as sequences of actions and
events, how they overlap, how they are activated throughout the proteds,sivategists represent
or emphasize ‘actors’, ‘resources’ and ‘activities’, and not lleast tools (the financial models) are
used to represent the ARA layers .

3.1. Actor Network Strategising Trajectory

This trajectory concerns actions undertaken in the discussionsphedant and emphasize the actor
dimension. One outcome of Phase Zero was the decision to use théfinamdel as a point of
departure. In Phase 1, the VINN Working Group reshaped it intotavdirsion of the simulations
model and used this to create a base-line scenario. Actor bonds are in plactheithodels, but as
both causes and effects of connections with other actors, ratherotmaections per se. Nortura’s
internal financial model is complemented with data on suppliers, customengjdinastitutions and
the WTO, as they were all considered significant actors inmgatite behaviour of the simulations
model to be used.

Emphasis was placed on various actors during the process, but aulpartin the supply
side, with relatively little consideration of customers. Thecudisions around building the
simulations model included regulatory issues, which is because tdr&lerdual role as both a
producer and a regulator of the meat sector in Norway. Heretrétegssts from NILF played an
important role as they are experts on the agricultural sector.

In Phase 2, actions took place that compared an ideal position withtHgoturrent and a
simulated base-line position. The positions and roles of other aatdfge inetwork were into
account from Nortura’s strategists’ perspective. The acter ags also emphasized during Mark |
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of Phase 3, with the formulation of two key strategies, ‘growth’ artdrnationalisation’. This was
based on an overall analysis of the business model of Nortura addntsy in the network. The
two strategic developments were later turned into scenaribagdbassed their feasibility vis a vis the
current identity and position of Nortura from the perspective of the strategy tea

Furthermore, the WTO was discussed as an important adfo imetwork. Its strategic role
was assessed and taken into consideration when formulating th@dimnostrategies. Mark 1l in
phase 3 comprised the setting of parameters in the simulations thatleicluded the impact of a
new trade agreement by the WTO. Discussions about prices alstatieniithe strategising activity.
These were an important effect of the supply side network coongcin terms of the supplier
structure and Nortura’s role vis-a-vis its suppliers/owners.

In Phase 4 (simulation), the actor layer was related to tlee threnarios as three possible
network positions in possible future networks, as embodied in the paramétthe simulations
model. One of the strategists in particular (Egil Olsvik) ersjzea the importance of understanding
the strategic identity of Nortura, even though most of the workeMINN Working Group up to
this point had focused on putting in place the effects of activity asdurce connections in the
simulations model. He wanted to discuss the strategic actor issues basethodeheot the model
per se. In other words, the model is a tool. However, theofébe VINN Working Group team
continued the activities involved in adjusting the model parameters.

The actor dimension is again emphasized in Phase 5 when the scematitzging possible
network positions were presented. The dependency on supplier actorseanfliture role and
influence in the network raised some concerns.

3.2. Resource Network Strategising Trajectory

In Phase 1, the financial model was supplemented and adapted to incodabaatan the current
resource collection. This included current operations, type and tdrachc¢he facilities used, and
the various current investments. Discussions occurred about the pissilidr consolidating
certain facilities and how that would impact the resource calectOne example is a discussion of
a more efficient slaughtering line for beef by the co-laratof some facilities. Some of the
possibilities were already accounted for as planned investmeatitsvever, others were purely
speculative and served only as a way to adapt the initiahdiala model with the necessary
parameters to handle investments in the simulations. In Phasesatiegising activities involved
identifying the gap between the ideal resource collection and thentwand simulated resource
collections.

When the two possible strategies of growth and internationalisatere formulated, the
resource dimension was related to these in the first part of Bhasée gap between the two and
Nortura’s current resource collection was considered as important in exgytloei feasibility of each.
The next step involved setting parameters in the simulations reoded to enable the modelling of
re-organisations of resource collections within each of the threpasos. For example, the
emphasis on volumes relates to the resource layer as the shemevali resources channelled
through one point in the network could create economies of scale.

In Phase 4 the resource layer is emphasized through the simulatibve tifiree possible
resource collections and resource constellations. Not leaststhece layer is heavily emphasized
by the strategists in the VINN Working Group because condilietame was spent on getting the
parameters in place. The initial internal financial model hdmktopdated with data on the character
and functioning of Nortura’s internal resource collection but alstherresource constellations of
the wider network, and how potential changes in these (such as a Wéénnt) could alter the
resource context for Nortura. This work (as well as for @bevity structure data discussed in
section 3.3.) and the time spent on it causes Egil Olsvik to redask when it is time to begin to
use the model, rather than fine-tuning it. Egil emphasized tbelager consistently, and wished to
discuss concrete alternatives. This produced a clear but inwrhgtash of perspectives between
him and the other strategists.
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In phase 5, the resource dimension was emphasized through the presanthgaplanation
of the scenarios produced by the simulation of various re-orgamsadf resource collections of
Nortura and its connections to resource constellations in the network.

3.3. Activity Network Strategising Trajectory

The activity dimension is activated in Phase 1 when the financial model was ownted with data
on the effects of linkages within the activity structure at tart Discussions took place as to the
effects of the activity links with suppliers of raw matesiallThe adapted financial model formed the
basis for the strategising in Phase 2. Here, the activitgrdiran (as for the actor trajectory above)
concerned the identification of the gap between the current andighk activity structure, and
between the ideal and the ‘base-line’ activity structure.

In the first part of Phase 3, the main issue was how to modehtegic re-organisation.
Discussions took place regarding the current activity structurstirex projects, possible closures
and planned new investments. Afterwards, the strategising @stiecgntred around implementing
these discussions by setting parameters in the simulations nmodetier to model various re-
organisations of activity structures and chains. Hence, the adivitgture was dimensionalised
into a series of effects, e.g. production volumes.

The next set of activities in the strategising process esm#® the activity dimension.
Simulations of three different organisations of activity structaed chains occurred, and were
related to the three scenarios under development. The simulatihresefscenarios were based on
the fine-tuning and adaptation of parameters concerning thedmimgf, character and organisation
of the activity structure and various activity chains. For examiNlbrtura co-owns a line for
processing chicken together with Prima Jaeren, and this impacteowoto model the capacity of
Nortura in the simulations model. The detail of the representatitimeocdctivity structures in the
simulations model was time consuming. The emphasis on thise@sala clash of perspectives
within the VINN Working Group (see section 3.1).

In Phase 5, the activity trajectory mainly concerned the prasamtand explanation of the
scenarios. During one of the corporate management meetingsmisteasis on the effects of the
simulated activity structures (along with resources) was questioned.

4.0. Findings
4.1. Comparing a One-Dimensional Reality with an Interactive Model View
In terms of network strategising, the ARA model informs us shrategy development concerns the
activity pattern, the resource constellations and the web of géléksansson and Snehota, 1995,
p.47; Hakansson and Snehota, 1989). From the perspective of the individualtritegising
involves the active and systematic linking of activity strucuamong a web of actors, in order to
utilise resource constellations that are dispersed in the netiddkaisson and Snehota, 1995, pp.
47-49, Hakansson and Snehota, 1989). The model would expect an emphasisase theported
above on activity links, resource ties and actors bonds that conmettsvactors to one another at
the dyadic level. Furthermore, attention to the activity patenesource constellations, and web of
actors in the resulting network structures emerging from tb@seections would be expected. What
is interesting is that we see none of the latter and only scant accounts$ooirtee

In the three trajectories taken together, the strategising ukelertat Nortura is very
company-centric. The almost exclusive focus is on the intectimitg and organisational structures,
and resource collections. Moreover, the use of a simulations moalst@segising tool represents a
choice made by the strategists regarding what is and is ket tato account. The model itself is
based on internal financial and resource flows. As such, it is cwttevith theeffectsand the
outcomesof activity, resource and actor connections, but notatiteal connections in themselves
This is not uncommon as a computerised model based on quantificatiort®mwipany’s resource
transformation operations seldom takes the actual connectionstexmaxentities into account.
However, the simulations model at Nortura was used as a stratgtpol in itself, which imposed
some clear restrictions on the strategising process as it became mydmne-dimensional.
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In the ARA model, the three layers of substance are complemémytetiree important
functions; for the firm, dyad and the network respectively (H&@msand Johansson 1992;
Hakansson and Johansson (1993). In the Nortura example, the strategisass pevolves around
the company and the function that a connection can have for the cortgefiypaying only scant
attention to the dyadic function and completely ignoring the networttim For instance, when
the strategists discussed how to model production volumes of chiokgroitused solely on the
internal organisation of slaughtering lines, the resource collecwaslable, and the activity
structures in place in Nortura. Only once did a temporary shifirags one strategist realised that
Nortura actually co-owns a slaughtering line with one obitaller competitors. Afterwards, the
focus was on how to handle this in the simulations model. The onlyondy so was via one of the
input parameters; the price paid to the farmers for the mehe model itself simply could not
accommodate such a substantial connection in any other way. Imwaifds, the strategising tool
could not encompass the substantial connection in terms of the alitikéyand the resource ties
that existed in that particular setting in any systematig, wad the focus of the strategists therefore
soon shifted back to Nortura’s internal flows and organisation.

It is therefore possible to characterize the strategigmgess described in the case as one-
dimensional. The ARA model suggests at least three main dimertb&inare of importance to
strategy development (Hakansson and Snehota, 1995, p. 47; Hakansson and Snehotahdt989),
have been called functions of business relationships (or networkatmmsg, as indicated above.
The two latter dimensions are very much absent in the stiagggiocess of Nortura, and when the
dyadic dimension does occasionally appear, it cannot really be tamdkbe tool that is used. In
sum, the decision to select the ‘strengthen/reinforce’ stragsgegntially deepens the existing
structures.

4.2. Network Strategising Trajectories and Tools

Figure 3 below illustrates how the strategising processtessected with the inputs and outputs of
each phase. The inputs and outputs the various phases of the stigtegisess can be seen as
network tools. The case described above provides an account of howtsaiegists’ emphasized
particular network trajectories by using the simulations moddl scenarios. For example, Ivar
Petterson (NILF) and other members of the VINN Working Group usedtrengthen/Reinforce
scenario to emphasize the resource and activity dimension, &bileOlsvik used the Merger
scenario to underline the actor dimension (in particular in phase 5).

Overall, considerable time was spent discussing issues concdraiagtivity structures and
resource collections of Nortura and how to implement these in thgasioms model. One example
is the discussions about consolidations among certain facilities andhadwvould impact the
resource collection and the connections between them in Phase Ithough some of the
consolidation measures that were discussed will perhaps never lmempéd, they did play an
important role. They served as a way to stretch the event hanzibwe strategising by creating
boundaries for the measures that could be taken and what consequencesmight have.
Eventually, some of the issues raised in the discussion from this pbeame accommodated in the
simulations model.

Furthermore, at the start of Phase 3, the two possible stratltgioatives (growth and
internationalisation) were not concretely related to the simuktmodel. They functioned as
springboards for the further development of the simulations modeltestegssing tool. Indeed, the
model as a whole can be seen as a way to embody knowledgepaniérese from Nortura’s general
business model, operations and practices, as well as from the Nemveegl the Nordic meat sector
in general. This knowledge was embodied in the mechanisms andepararoontrolling the
simulations as they were run, but also in terms of the basigpset-the base-line scenario. For
example, Nortura’s dual role as both regulator and producer requmesiderable efforts to
accommodate in the parameters within the simulations model. T®raahfinancial model was an
important starting point for the development of the simulations model.
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5.0. Discussion and Conclusions

The main finding of this paper is that the ARA model can be usadad to analyse how network
connections are considered during a strategy process. Moracgdgcithree network strategising
trajectories were identified, which overlapped and were empkabigdlifferent strategists in the
various phases. Furthermore, strategists were found to handle andsiempiggwork connections
when strategising through the use of analysis tools. The simulations modelénstetegising tool.

What implications can be drawn regarding network strategising?

Three Forms of Network Strategising

In this study we can identify three basic forms of networkegising. First, it can take the form of

‘isolated strategising’. This is the form of strategisthgt Nortura primarily performs based on a
focus on the activity structure, resource collection and orgamsaistructure. We call this isolated

strategising because it treats the company as an islanduffiglfent, self contained and in control of
its own destiny. The tools used models the company, its inteomad Bf resources and organisation
and structure of activities. Network connections are handled, if at all, assefiatcomes and inputs

relevant to the company’s resource transformation process.

The second form can be termed ‘relating strategising’. hasform of strategising in which
the network connections in terms of the activity links, resource ties and actordsendgocus. The
tools that are used models the adaptations of activity structuféscounterparts, the utilisation of
resource collections of others, and the mobilising of other actdns. s&cond function of network
connections are acknowledged and handled on this basis, making the strategisingatiamalrel

The third form of network strategising can be termed ‘mediaingtegising’. This form
highlights the mediating aspects of a company and its relatm$o others, as these connections
are connected to other relationships. A connection mediates betweendmand other nodes and
connections creating indirect connections. The tools that arenuseéel the impacts of networked
activity patterns, of resource constellations and of actor welisey are mediated to the company
via its relationships to others. Such strategising comprisey miamensions and the resulting
strategy becomes mediating in character.

In a true form, network strategising is thus multi-dimensional. In other ywotde having the
individual company as a point of departure, both relating and megliaspects are taken into
account. Network strategising thus accounts for not only the comjpseif, and its flows and
conditions, but also its context in terms of its connections to othersam a dynamic network
context (Gadde et al, 2003).

The strategising process of Nortura and the tool that is usedscarany traits of classic
business policy type strategy. For many years, Nortura hawdfent enjoyed a monopolistic
position in the Norwegian meat sector. In this sense, it issleggising that the strategy process
takes the form of isolating strategising. From the perspeofithe ARA model, the presence of
more dyadic and network dimensions would be expected. The absentaiohaeand mediating
forms or strategising and the absence of the dyadic and netivodasions in the strategising of
Nortura is troublesome as it cannot be self sufficient in the tang- no company can, and the
network in which it exists determines its strategic positiongssmuch as it does itself (Hakansson
and Snehota, 1989; Gadde et al, 2003).

Applying the ARA model as a network tool in the strategiginacess ensures a focus on not
only the company in question, but also on the connections to other actdahe aredwork structures
that these connections give rise to. Thus it ensures a focustbrealfunctions and on the layers of
substance. The activated activity links drawing on networked actstructures, the utilised
resource ties drawing on networked resource constellations andotiiksed actor bonds drawing
on networked actor webs are the real strategic issues todossis and analysed in such a network
strategising process. Only through such a process can a cohgganfor a more systematic way of
strategic manoeuvring, while all the time exposing itsekuwer more influence from others and to
increased inter-dependence. It is a matter of identifyiaghetwork horizon (Holmen and Pedersen,
2003) and sometimes to stretch it. In the case above, the sonslatie not “just” in the model, but
are also ways of stretching the network horizon.
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This embedding of the company into the network is very much a gtratesue and
comprises clear strategic components, the best way of handlitigroisgh an ongoing network
strategising process. Hence network strategising in not sometltimigppany does for a short period
of time, followed by some “implementation” phase. This is becatragegising in network contexts
is a process tightly linked to the every day nitty-gritty lié bngoing business operations and the
resource connections, exchanges and transformations in complex busitvesks. These activity
and resource structures are an important part of the praofietsategising when solidified in the
shape of tools. In other words, the practices underpinning strategising praxgstakeuhe network
context into account, something that appears lacking in the strategy asepaeetia.

Limitations and suggestions for future research

The limitations of the paper in terms of the data used aréNttrétira simultaneously has a role as a
producer and a market regulator in its monopoly position in the Norweggaket. The strategists
consider a forthcoming WTO agreement as a serious threatstqadisition. Nevertheless, the
monopoly position is likely to at least influence the isolatedesirsing reported in the case study.
There are also limitations in terms of generalisabilitgaose the paper is based on one example of
how to handle network connections in a planned strategy process. Timgdicdn be generalised
analytically to current theory regarding strategising in ndtgjowwe make no claims as to the
statistical prevalence of the findings.

One interesting angle for future research would be to continue tovelibe processes within
Nortura now that a strategy has been chosen. In particular, hawstsengthen/reinforcement’
strategy implemented within the firm in terms of deepeningtiagiselationships, and not least in
creating new relationships. Over time it might be that Narhegins to strategise at the network
level. Research could also investigate how network connectionsiradéet in planned (and indeed
emergent) strategy processes within other firms. This waddithte a comparison of the use of
network tools and the existence of overlapping network strategising tragector
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