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Abstract

The paper aims at contributing to the ongoing delbahcerning management in business networks.
Strategy thinking is combined with the businessvoet approach through the concepts of role and
position. The paper scrutinizes strategizing thhloug/o perspectives, institutionalization and

sensemaking, in order to conceptually address héimmamay strategize and potentially manage in

business networks taking these perspectives imsideration. It is suggested that influencing and
changing the firm’s role(s) and/or position formsvay to strategize and manage within a business
network. Influencing role and position is an impmitttool for an actor who aims at managing change

in a business network. Therefore, this work-in-pesg paper identifies initial processes that shape
an actor’s role and position.
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1. Introduction

A focus area of business network research is chaygamics or understanding how business
networks evolve over time. Several researchers bheyeed that business networks are dynamic and
undergo change, e.g. Thorelli (1986), HakanssoB89),9Powell (1990), Hakansson and Johanson
(1992), Easton and Lundgren (1992), Hagg and Joha(ik992), Hertz (1996; 1998), Anderson,
Havila, Andersen and Halinen (1998), Anderson, Asslen, Havila & Salmi (2000). In general, it is
believed that change in a business network originah a relationship level, i.e. an event occurs
between firm A and B, leading to a change in thatigular relationship, which in turn has the
possibility of influencing the larger business netks, in which at least one of the firms is
embedded. Researchers have throughout the yead thatt change in business network may take
different forms. Different categorizations have eeiggested, such as change sequences identified
by Easton and Lundgren (1992), confined and coedechange (Halinen, Salmi & Havila, 1999),
net joining, splitting, drifting away and driftingoser (Hertz, 1996), stucturizing and heterogeqisi
mobilization and coordination (Hakansson, 1992),rtHedomino effects (1998), gradual,
incremental and radical changes in relationshipalifidn et al., 1999; Kamp, 2005), and change
through the notion of event networks in connectionstructural change of networks (Hedaa &
Tornroos 2002, 2008).

Most IMP contributions dealing with change in netk distinguish between different types of
change, or different degrees of radicality and atavn in content depending on the contribution
(Aastrup, 2000). The above mentioned examples ddkerent approaches on how to study change,
but for instance Anderson et al. (1998) suggestcdhecepts of role and position as means of
studying business network dynamics. The authorseatigat dynamics in business networks can be
understood on a basis of the interplay betweempdisitions and roles of the actors. Henders (1992)
came to the conclusion that positions are constahtinging and it is possible to describe change by
comparing an actor’s position at timg &nd time ¢+ Through comparing an actor’'s position at
different points in time, the process of changelma@analyzed and “made visible”. Another key issue
is to consider both the past event trajectoried wlie present situation and the potential future
concerning a firm’s role and position (Halinen &rfitbos, 1995; Anderson et al., 1998).

Role and position are therefore key concepts whemsidering change in business networks.
However, these concepts have not gained much iatteand critical thought in business network
research. The underlying mechanisms or processalnfe to change in an actor’'s role and/or
position have sparsely been dealt with in the IM&dture. Many questions remain unanswered,
such as whether it is possible to distinguish betwaifferent kinds of change processes in business
networks, or how do change processes affect an'sactde and/or position?

The discussion of using the role-concept in indalstnetwork theory has also recently been
associated with the question whether business mktwean be managed (cf. Heikkinen, Mainela,
Still & Tahtinen, 2007). The meaning of strategyd drow business is planned in the network has
attracted IMP scholars’ interest (Hadkansson & St&hb989). The IMP perspective has a critical
stance towards the received theory on strategitpig made by firms in isolation from the market
(Gadde, Huemer & Hakansson, 2003). Yet, how anavioat basis decisions are made are critical
aspects of the daily operations in firms — for amse, the importance of emotion and rational
calculation. Strategic management also has to totwe firms’ perceived need to control the actors
and resources in the surrounding network and tleel i@ monitor what takes place in the network
(Hakansson & Johanson, 1992). Identifying changecgsses of role and position may justify
strategizing by using these notions. Is it possibiean actor to strategize through roles and orsit
in the business network? In a case study by Hedkkiat al. (2007) it was found that none of the
actors in a business network developing mobile isesvacted only in a single role during the
development process of the business network artchttisns of actors determine their roles. Thus,
management in a net seems to occur through the inlevhich the individual, company, and
network actors act.



The paper aims at developing our understandingtfork dynamics using the concepts of role and
position. The objective is further to gain a bettaderstanding of the concepts of role and position
by focusing on two processes of changing rolesmosition; institutionalization and sensemaking.
The paper also ties into the ongoing debate comgmanagement in business networks. The paper
discusses the possibility of strategizing througHuencing ones role and position. The paper
suggests that attempting to influence and changédirim’s role(s) and/or position offers a potential
way for a firm to strategize and therefore manage lbusiness network.

Therefore, this paper identifies initial procesdbat shape an actor's role and position. By
understanding processes leading to change in nolgasition, a firm can also gain an understanding
for how it may strategize by influencing its roledaposition. Here we do not aim at identifying and
distinguishing between different types of roles ggitions. Rather, according to the authors, it is
more relevant to look at the processes behind @amgoles and positions, their dynamics and
whether any kind of general processes, leadindnamge in role and/or position, can be identified in
theory.

The paper starts by analyzing the key conceptslefand position as well as categorizing processes
leading to change in role and position. Thereafieategy thinking is reviewed in relation to
industrial network theory, linking it to how rol@e position can be used as a tool for strategizing

a network. Finally, a critical discussion on hownt@nage in business networks through role and
position is carried out.

2. Role and position and change factors in businesgtworks

Network position as a concept has emerged simutaste with the industrial network approach,
whereas the concept of role has gained researefesttonly during the last decade. Anderson.et al
(1998) strongly point out that one cannot discussitpn without referring to role (and vice versa).
However, the link between position and role withire IMP tradition is not always clear. The
difference between role and position is sometimguea a problem not many researchers address.
Attempts at this have foremost been made by Her{d8€2) and Havila (1996). A network position
is a relative concept as no two parties’ positians alike (Hakansson & Snehota, 1989). Each
company in a network has a unique position in i@tato the other actors, but the position of a
company is perceived differently by the variousoextin the network (Gadde et al., 2003). Ford,
McDowell and Tomkins (1998) define network positias consisting of a firm’s relationships and
the rights, limitations on behavior and obligatiomkich go with them. Easton (1992) notes that
network position provides a language to talk ahwmetivork changes as positions in networks are
primarily concerned with the nature of network cections. Thorelli (1986) defines network
position as a location of power to create and/dluémce networks. According to Mattsson and
Johanson (1992) network position describes howrttiwidual actors in the network are related to
each other in a network structure. Time and commnitnare necessary to shape the positions of a
firm and position changes are not easy to achiedesametimes even impossible. A firm’s current
position is determined by earlier activities in tetwork both by the firm itself and by other firms
Network positions characterize a company’s relatitm other firms and are consequences of the
earlier activities in the network.

Mattsson (1985) implies that the firm is expectgdather firms to behave according to a set of
norms, which are associated with the position. Thng can assume that the position pre-exists the
role(s), since the expectations of behavior ateelinto a position in a business network. This lgrge
corresponds with the structuralist approach tosraled assumes that a firm may use its position in
order to orientate in a business network. The jposibtecomes a resource, by which certain role(s)
are accessed. On the other hand, Anderson et 398)Ipropose that role is a construct of the
meanings of a situation and an actor can changesitbation by acting in a role, therefore also
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changing its position in a process of e.g. roléAgk Role can thus be seen as the dynamic or
processual aspect of position and describes whaitsaintend to do and how they construct meaning
from their position. Research on role and positwithin the IMP tradition largely assumes a
symbolic interactionist approach on role, arguihgttpositions can be influenced and shaped
through acting in certain roles. Consequently, fimsiis shaped by the role(s) an actor chooses to
act. The symbolic interactionist approach impliesttroles are created by individuals in interaction
In business and management studies a structuvadist of roles is largely adopted. A structuralist
approach on role assumes that the position detesmithich roles an actor can act. Roles are
therefore consequences of the position an actor Hias position concept locates an actor in a
structure or system, but role is viewed as the dyoaspect of position (Havila, 1996). For instagnce
Hakansson (1987) comes to the conclusion that gpanynhas a position and acts in a role. Havila
(1996) furthermore points out that it is alwaysiuduals who act and build up relationships with
counterparts, i.e. actors have representationak relhen acting with other business actors — they
play a role and have a position to act for the sikbe firm. Building on the fact that a relatibis

is the result of an interaction process, the rdlefsa company is created and modified “through the
interaction process between the individuals” (ilgid, 35), thus saying that role and position in
business networks indeed follow a symbolic intéomist approach rather than a structuralist
approach. However, Baker and Faulkner (1991) atigatea role actually is a resource in two senses,
namely it is a means to claim, bargain for, andngaembership and acceptance in a social
community. Secondly, it grants access to socidtu@l, and material capital that actors exploit in
order to pursue their interests. Baker and Faulkserthe concept of “role as a resource” as attool
analyze the process by which roles are used asn&soin order to create new positions and social
structures in a specific context, such as a busineswork, for instance. This view suggests that a
position does not necessarily pre-exist a roleh&atoles are used in shaping positions, an approa
similar to the symbolic interactionist approach.

When it comes to the operalization of positionsnérs (1992, p. 102) suggests that a snapshot
view of position allows for the “detection of oppamities for and constraints to action through
consideration of the fit of resources in the netioFirst of all, one actor cannot by itself implent
change and as already noted by Hakansson (1983)roes have value only in combination with
other resources. This leads to constraints andropptes for change. In the early research where
position was included, Johanson and Mattsson (198%)ted out that e.g. the lack of resources
restrains change. The process of change is impagtédw actors are related to each other and the
network (Henders, 1992). Position is thus propdsedontribute to the actor’s capability to affect
change processes. Positions are constantly altaredgh the process of change. Change, on the
other hand, initiates a sequence of additional ghasuch as changes in activities would demand
changes in resources, which eventually may resudhanges in actors. Network change is proposed
by previous IMP-related research to foremost siaithe relationship level, which in turn leads to
changes on other levels, i.e. actor and networks&Hriggers of change sequences are thus mainly
seen as internal to the business network. Somerndsrs have proposed external triggers for
change (cf. Zerillo & Raina 1996), but researctrae and position have mainly focused on internal
triggers of change so far. Henders (1992) notes ghaactor can initiate change e.g. trough new
product introduction, but also, the lack of resesranay restrain change (Johanson & Mattsson,
1985).

3. Processes shaping role and position in businesstworks

We propose that there are two main processes shapiactors role and position. A process is in this
paper defined as (1) a logic used to explain aalaetationship in a variance theory, (2) a catggor
of concepts that refer to activities of individualsd organizations and (3) a sequence of events tha
describes how things change over time (van de ¥882) A process is a sequence of individual and
collective events, actions, and activities unfoddaver time in context (Pettigrew, 1997). Proceksua



research is capable of generating sound knowletgteonly of processes and outcomes but also of
why and how outcomes are differentially shapedioggsses (Van de Ven 1992; Pettigrew 1997).

Through institutionalization processes actors bex@wcialized into networks and gain a shared
understanding of the network and accepted form$atfavior. Through sensemaking processes
actors create some kind of meaning and “turninguonstances into a situation that is comprehended
explicitly in words and that serves as a springaato action” (Weick & Sutcliffe, 2005, p. 409)
Sensemaking is also about the interplay betweesrprdtation and action, specially focusing on
shared action (Czarniawska-Joerges, 1992).

3.1 Institutionalization processes

A review of literature on role and position withtime network approach reveals that there are several
factors influencing an actors and position. A commonderstanding is that behavior and
expectations on behavior is a central aspect otipesFor instance, Havila (1996) highlights the
importance of compliance with norms and expectatifsrom other actors in relation to roles and
positions. Drawing on role theory from the aregsychology, Biddle (1986) claims that role refers
to characteristic behaviors, designated socialsptrtbe played and scripts for social conduct.
Individuals behave in different and predictable svayepending on their social identities and
respective situation. Firms are also expected hgrdlirms to behave according to a set of norms,
which are associated with the position, indicatihg importance of compliance with norms and
expectations from other actors (Mattsson, 1985).simple terms, role helps to describe how
cooperating actors are expected to behave deperatintheir functions and tasks (cf. Jahnke,
Ritterskamp & Herrmann, 2005), and role-making ehterizes how an actor transforms the
expectations into concrete behavior.

Actors coordinate their behavior based on pref@agnperceptions and interpretations, ending up in
jointly defining what constitutes a certain role. rale is thus composed of expectations and
requirements about behavior. Acquiring a role drsmlves interpreting the behavior of others
(Turner, 1988), in the sense that role is “the afeprescriptions defining what the behavior of a
position member should be” (Biddle & Thomas, 196629). The process of role-taking “involves
interpreting the behavior of others as a syndrofrgestures that reveals a role” (ibid., p. 86).dRol
taking begins with the use of shared role-concegtias the basis for inputing a role and it is only
when the gestures of others do not seem to comespwm these more shared and standardized
conceptions that actors begin to construct a sitwally unique role for others (ibid., p. 86). Henc
role is related to expectations which can be patytenforced sanctions being imposed on the role
actor. Because the role of an actor is sociallystroicted roles are therefore emergent and negetiabl
between individuals (Montgomery, 1998)

Since behavior is a central element of a firm'serol a network, it is interesting to attempt to
understand what processes are shaping behavioh@mdifferent behavioral norms are created.
When attempting to understand behavior of actors ftuitful to turn to institutional theory, and
earlier work by researchers within the IMP traditioffers a starting point for understanding
institutionalization processes. A major characterisf institutions is that they govern relationshi
between organizations as well as between individ@add groups, and these relationships are
understood as networks. In other words, institwti@me an inherent feature of networks (Salmi,
1995). From an institutional perspective, it metlra institutions constrain or facilitate activdien
networks, i.e. institutional structures will have immpact on what goes on inside a network (Jansson,
2007a, 2007b). A major characteristic of institnias their rule-like or organizing nature — “the
rules of the game” — and a second characteristithed ability to facilitate and constrain the
relationships between firms (North, 1990, 2005s3an, 2007a).

According to Scott (1995) there are three majorteats of institutions: cognitive, normative, and
regulative substance. Through these substancess fire socialized into networks, meaning that
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they act in accordance to such norms, values, ,ruéggilations, schemas and thought styles. In
accordance with the normative substance, firms takeoles in relation to other firms. It supports
and empowers activities and actors, provide guidsliand resources for acting and constraints on
action. In line with this, it influences how firmexchange resources and establish relationships.
According to the cognitive substance, they develghared understanding by having come to accept
a shared definition of social reality through ihgibnalization of common beliefs. In accordance
with the regulative substance, the firms’ behawopromoted or restricted as a result of various
norms and values. The regulative content conceawand and punishment as well as surveillance
and assessment systems to control enforcementrdenfient mechanisms can be either formal (e.g.
wage reductions or increases) or informal (e.gntp®r gaining face). The latter operate through
diffuse mechanisms such as “shaming” or “shunniagfivities (lonascu, Meyer & Estrin, 2004).
Formal rules external to firms are housed in spieeid institutions such as the police or the caurts
The regulative substance involves the capacitystabdish rules, inspect others’ conformity to them,
and manipulate sanctions such as rewards or pueisisnin order to influence behaviour. For
instance, powerful actors may impose their will others, provide inducements to secure
compliance, or use authority in which coercive poigelegitimized by a normative structure that
both supports and constrains the exercise of pd8ewtt, 2001). Thus, the authority system has a
decisive effect on how relationships are organiZBte power of regulations is the costliness of
ascertaining violations and the severity of punishtr{Scott, 2001).

DiMaggio and Powell (1983) distinguish between ¢hdifferent forms of institutional pressure that
cause organizations adopt certain structures, anagyr policies, and procedures, i.e. coercive,
normative and mimetic pressure. Coercive press@@nsthat companies are subject to pressures by
a more powerful authority. Coercive pressures ath formal and informal processes carried out by
other organisations to which an actor/firm has petdéeency relationship to. Coercive pressure may
take the shape of coercion, convincing or invitatio cooperation (Schaumann, 2003). Sometimes
coercive pressure is a result of direct decreas frathorities, such as legislation. The existerice o
common legal environment affects many aspects afganizations behaviour and structure.

Normative pressure arises from the firm's embeddssrin different types of networks that span a
multitude of organizations, because these netwanktfon as distribution channels for new models
and methods. Normative pressures forces organimatm adopt patterns considered appropriate in
the environment. How these adoption processes dgauresult of the development of professional
networks that span many organisations and alsaifumas efficient distribution channels for new
models and methods. Universities and professioaalihg institutions are important centres for the
development of organizational norms among professionanagers and their staff. A final
important mechanism for normative isomorphism ig ftliltering of personnel. Within many
organizational fields filtering occurs by hiringdiriduals from firms within the same industry or
through recruitment of staff from a narrow rangetrafining institutions. Though this, individuals
who make it to the top of organisations are vitiueldistinguishable (DiMaggio & Powell, 1983).

Mimetic pressure forces one unit in a populatiomesemble other units that face the same set of
environmental characteristics (DiMaggio & PowelB8B). Uncertainty is a powerful force that
encourages imitation (Hatch, 1997). When the enwvitent creates uncertainty, organizations may
model themselves after other organizations. Throogimetic processes firm learn appropriate
behavior and adjust their behavior accordingly.sTlype of mimicking can take place without the
knowledge of the organisation being a “model”. Mikihg can also be unintentional as a result of an
employee moving to another company and implemersiimge model that has been successful in the
previous organisation. Typically mimetic pressuseoften realized consciously and supported by
consulting firms or trade organisations (DiMaggidP&well, 1991). Large consulting firms can have
a big influence on an institutionalization procegsspreading certain models or methods throughout
a country / industry in a short period of time.



As a result of institutionalization processes firmsa way become “locked into” a position, which
makes it difficult to change its position or rolehe actor is rather expected to behave according to
the norms which are associated with that particpdsition. As an example, government regulations
and policies that favor competition highly affechet interaction between actors within
telecommunications markets. A telecom operator vgtpnificant market power must allow
competing actors to enter the market by leasingagtfucture network capacity. Regulation is thus
forcing actors to establish buyer-seller relatiopstrather than the actors voluntarily engaging in
interaction. Similarly, many subcontractors andpdigps of large firms such as Nokia and Hewlett
Packard find themselves forced to certain actitockéd-in role) due to their strong dependence on
their main customer.

3.2 Sensemaking processes

Some studies take the approach of only studyingdbelts of a process, not the process itself. Such
studies describe for instance the changes to aiggtoduct rather than the processes leadingeto th
change of that product. Sensemaking, on the othed,his about “the process that culminates in
interpretation” (Craig-Lees, 2001, p. 514). Gearsf2004, p. 3) defines sensemaking as the process
by which people “come to terms with the event weepiwe in the world: how we establish or create
some kind of meaning that allows us to cope witbreous complexities”. Weick and Sutcliffe
(2005, p. 409) define sensemaking as “turning anstances into a situation that is comprehended
explicitly in words and that serves as a springldato action”. Based on Mills (2003) the authors
view sensemaking as the primary site where meamragerialize and inform and constrain identity
and, specifically, action. Sensemaking is thus aldoeiinterplay between interpretation and action.
Action takes a central role in the sensemaking ggecFor instance, Weick (1995) points out that
without action, there is no sensemaking. Czarniawkierges (1992) continues that sensemaking
depends less on e.g. shared goals, but more oedshetions.

Weick (1995) describes sensemaking in terms of raben of properties that stress its dynamic,
social and retrospective nature. The making of eséssa process that has the seven identifiable
characteristics described in the following sectiqh) Sensemaking is grounded in identity
construction, indicating that “the sense maker’dset® establish and maintain an identity in order
for the sensemaking process to begin. The sensernugkiergoes continuous redefinition and the
identity is, according to Weick, constituted outloé process of interaction with other human beings
(2) Retrospective means that people can know wWiegt &re doing only after they have done it. By
this Weick (p. 25-26) indicates that “it is onlygsible to direct attention to what exists, thatikat

has already passed. [...] whatever is occurringanibment will influence what is discovered when
people glance backward”. The creation of meaninfus an attentional process. Sensemaking also
includes expectations about the future. (3) Enaativsensible environments is a property by which
Weick describes the fact that people shape andhaped by the context in which all sensemaking
takes place. (4) A social dimension indicates femtsemaking is a social process since meanings are
intersubjectively shared (a collective mind). Senaking is thus “never solitary because what a
person does internally is contingent on others™4@. (5) Sensemaking is ongoing; it neither starts
nor stops. It is a dynamic process. (6) Sensemakifgcused on and extracted by cues, indicating
that people can make sense of anything and theld teersee the product rather than the process.
Finally, (7) sensemaking is driven by plausibiliather than accuracy, meaning that sensemaking is
an individual activity. The interpretation need riag accurate, merely plausible and acceptable.
Accuracy is secondary to plausibility due to el heed to filter information (data, signals) or
otherwise they would be overwhelmed by incomingiinfation. (cp. the notion of time and process
as “social events” and relational time noted above)

Whereas an institutionalization process depictd #Hra actor is locked into a position due to
institutional pressure, a sensemaking process éscaa the prerequisites for interpreting business
networks and actor environments. A firm makes seosé of both internal and external
environments. However, concurrently as the firnestrto form a mental map of counterparts and
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actors, which constitutes a sensemaking proceiteagxternal environment, a sensemaking process
carries on internally. Whether these two processesaligned is difficult to judge, but even if they
were two separate processes, they must eventually iinthe firm is to formulate strategies for the
future. For instance, determining a firm’s role gomsition is a strategy, where the firm intentidyal
tries to impact either the position it holds in thrarket or in a business network. The symbolic
interactionist approach to role implies that positis altered through acting in roles, whereas a
structuralist approach to role determines the sdplaf actor plays based on the actor’s position.
Weick (1995) implies that an actor’s role and positis determined based on its counterparts’
perceptions of that actor. An actor interprets éhgsrceptions and forms an understanding of its own
role and position. The different sensemaking preegsthat take place indicate that an actor’s
perception of itself is based on counterparts’ ggtion of the actor. The actor's counterparts,han t
other hand, form their perceptions of the actoole and position through interaction and exchange
processes, word-of-mouth and other cues. This meaytebmeddual sensemakingsince firms
influence each other’s perceptions of role andtjwrsi

The sensemaking process leading to change in oestablishment of role and position is thus
dependent on creating understanding of the firmirf{@rnally, (2) in relation to counterparts and
also, (3) creating understanding of the countelgpaste and position in the wider network. Thus th
dual sensemaking process aims at mapping the rieamol forming a picture of the network actors,
and their relationships with each other. This tgbenavigating the network landscape is necessary
for managing in the network as well as acting.in it

As an example, many actors felt forced to invesvanious technologies and enter new market
domains during the Internet boom and hype periotha@tiate 21 century. Events that took place
during this era justified a humber of investmemtgrgers and acquisitions as well as buyer-seller
relationships such as media companies offering Imad@rvices through leasing agreements with
mobile operators. The era included an identity Bgpfrocess, where every company had to explore
the business field in order to find the most lueetmarkets and best partners in order to be
technologically competent and attractive. Expectetiof the future were colored by great return on
investment and a vision of a technologically adeahsociety. The fact that a large number of firms
engaged in this process indicates a collective nifddick, 1995). The sensemaking process also
serves as a role and position seeking strategwhioh the firm may enter business networks. New
roles and positions may be shaped through sensegiakdcesses due to, for instance, outsourcing
activities. The idea behind Hamel and Prahalad®®4) core competence approach shifts the focus
more into the internal world of corporations atasnwhen outsourcing non-key functions to other
companies takes place. This concerns both busimetsgorks as well as markets in general. Those
actors to which activities are outsourced are assigor create new roles in the network, which
constitutes a situation to which other network meratmust adjust. This situation and the problems
at hand also show the importance of timing and iggirpositions and new roles in business
networks. Timing may be too early for creating aofable opportunity structure for the firm. We
will turn to this issue next.

4. Strategy and the network approach

Strategy is usually used for exploring how a conypdeals with its external environment in order to
survive and prosper in intelligent competition ianstantly changing environmental conditions.
Business strategy is closely related to time amingy and processual issues (e.g. how the past
development and present situation affects, enalridsnders future value creation). Strategy also
deals with how specific events in the environmdfaca the company in a specific context. What is
clear in the strategy-literature is that they aftero predominantly based on a specific logic
concerning strategy:



1. Strategy is forming a part of how a single busir@sgmnization is managed in order to
be competitive and create value in relation to stereal business environment (the
“lonely rider” view).

2. Strategy is often seen as something that is pretantly intentional and planned in
order to deal with present and future directions.

3. When strategy is seen as something deliberate #mthed, also unrealized and
emergent strategies are noted (cf. Mintzberg, Adntst & Lampel, 1998).

4. Strategies also have a form and can be formulatedc(t.).

5. Strategy aims at a market position that a compasggsses (or aims to get to) at a
certain point in time in relation to its competgor

When taking a network perspective to businessegiyathe ‘market’ or ‘the environment’ is to a
large extent replaced by the web of relationshis & company is actually dealing with in business
markets (Thorelli 1986; Turnbull & Valla 1986; Halsson & Snehota, 1989). Key propositions for
this approach are that firms invest in relationshigth other firms concerning supply and their
downstream markets as the basis for their straeggtegy becomes something that is relgedly

to companies in a network rather than individuainé. This can be labeled as the “jointness” of
value creation processes where many actors argeilded in their value production and where
strategy deals with combining competencies (Forea&ansson, 2006). The logic of strategy in this
kind of reasoning are articulated in the followimgnner:

1. Strategy deals with handling interdependencies &etwfirms and many actors are
depending on each others skills and resources, ingathat mutuality and
complementarities are stressed.

2. The notion of connectedness is needed in ordex émmpany to find a relative position
in the web of relationships where value proceseesl@veloping.

3. The value created by one firm in the network shaile value to other counterparts
(as well as other actors in the actors’ web) (npthe need for mutual gains and mutual
dependence)

4. By “relating” to other business actors, firms actiry and interacting with firms in the
value net that forms the key strategy for how a gamy perceives its value offering
and what value it is gaining from other assets igiex¥ by e.g. its key suppliers. This
relatedness can be said to form the role a compkayg in the value creation process
(cp. Hakansson & Snehota, 1989)

5. Strategy deals with co-operation as well as coripetand the network is the key area
where this takes place.

This type of reasoning takes the value creating obla company (as a supplier, OEM manufacturer
or as a system integrator) as one key issue cangestrategy (Anderson & Narus, 2003). This
means that the role that an actor has in combiténgalue propositions and offerings forms the basi
for its strategy and existence (i.e. what valuegaration can offer to others in the marketplace).
Through interactive processes these roles devehop vary through learning, commitment and
adaptation processes. Value analysis and stratelgidaking and “making” will result in a relative
position of a firm in its network of relationshipStrategy in a network perspective relates to how a
firm can come to terms with how relatedness camdigeved, that is, how to influence ones role
and/or position.

5. Strategizing through role and position in businss networks

It is suggested that networks in their broadessseannot be managed by one single actor (Easton,
1992; Ford, Hakansson, Snehota & Gadde, 2002; H&kan& Ford, 2002), whereas some
researchers (Moller & Halinen, 1999; Ritter, Wilkon & Johnston, 2002; Mdller & Svahn, 2003)
argue that managinip netsis possible. Nets refer here to local concentnatiwithin networks (cf.
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Easton, 1992). By managing in nets is mostly mé&satapability to influence the net. Heikkinen et
al. (2007) note that managing in a net is about agery interactions with others, not about
managing others. Taking this view, managing netaorks thus becomes an issue of strategy.
Strategy from a network perspective is about mangagind influencing relationships. Strategizing
deals with finding tools and methods for influemgina firm's role and position. By
changing/influencing its role and position a firmncinfluence the network and therefore also its
success.

A network perspective on strategy clearly shows #hérm is not able to implement strategies on its
own, since it is dependent on other actors for n@itical resources. Through a network perspective
on strategy it becomes clear that because ofp&tamnce, various institutional pressures a firmhmig
become locked into a position/role by other actord therefore also locked into certain strategies.
firm’s strategy must also result in a behaviout thaccepted by the other actors in a networks Thi
implies that firms in fact are not free to strapegin network, but rather are limited to certaipey

of strategies/behaviour. The network is also thedeea where the firm forms a network mental map
of the company, in relation to network members tair perceptions of the firm and the firm’s role,
position, resources, network fit and strategy. Theans that strategy is as much about a perception
of self as it is about action, because a firm haseatal map/perception about its role and position
and its strategic choices. These mental maps amggiens can be difficult to change. Firms that
have a strong position and large size can use@wgpe.g. towards its suppliers and thus use mude a
position without facing the same restrictions tffiams who are directly dependent on a large firm.
Nokia, as an example, forces suppliers to takepaeific roles in the supplier network. Nokia thus
acts as the trigger of an institutionalization s among suppliers, since Nokia has expectations o
each actor in the network. The institutionalizatiprocess affects the network actors’ roles and
positions, which also in some respects impliesttinetwork can be managed.

A strategy which intends to influence a firm’s r@ed position means that also other actors in the
network will be affected. Institutional theory ctgashows that actors within a network exercise
control through various institutional pressuresafirm on how the firm is suppose to behave.
Network actors are therefore, in a sense, allottirggrtain role and/or position to a firm, which in
many ways can limit the firm’s manoeuvrability. Thense-making perspective also shows that a
firm creates its own understanding of its role @odition, and this understanding is directly redate
to the role and position of the firm at that spiegifoint in time. This means that when a firm draws
up its strategies in order to influence its rold/an position, the firm needs to accomplish twogfs.
First of all, it needs to overcome its own “menthérrier of resisting change. Secondly, it needs to
overcome the reluctance of changing, experiencedtbgr actors in the network. An important
conclusion is that strategizing in networks is grom resistance, especially if the goal of thetsga

is to influence a firm’s role and position in rétet to other network actors. Other actors mightneve
be expected to resist such a strategic choicefiffraattempts at changing its role and positidn, i
will also affect the other actors” roles and posii. Strategizing therefore deals with managing
resistance to change, and strategizing is also nabdut managing and overcoming different
institutional pressures.

Can a network be managed or can an actor manalgm wie network through strategizing based on
the actor’s role and/or position? Strategy is oiean as something that is predominantly intentiona
and planned in order to deal with present and éutlirections, indicating that firms make strategy
related decisions based on their perceptions diegacurrent and future events in their internadla
external business environment, i.e. a sensemakoaegps Strategy is furthermore said to be aiming
at a market position that a company wishes to [38sse maintain at a certain point in time and in
relation to its competitors. In doing so, interdegencies between firms must be handled and
managed due to the fact that many actors are demgead each others skills and resources.



This paper proposes two processes of change irmnolgosition, th@stitutionalization procesand

the sensemaking processhich must be taken into consideration when aeiteing strategy in order

to manage in a network or, perhaps even, in omaranage a network. Being aware of counterparts’
perceptions of a firm’s role and position in thesimgss network as well as how the counterparts’
themselves determine their roles and positions, atlyvaluable information to the firm’s decision
making process, especially concerning future siiase For example, institutional theory shows that
actors within a specific industry often share quiteimilar understanding about their environment
and role/position due to the fact that actors adepted into their network, i.e. they are
institutionalized to the prevailing set of normsdavalues of the network, which are considered
correct and proper. A predetermined role-set isgdes to these actors entering the network. The
institutionalization process may lead to firms bméw locked into a position and/or role. Strategies
that involve radical change may require that areral actor is brought into the network/firm to
implement the strategy.

The sensemaking process highlights the creatiorealfty as a collective process, where both the
past, present and future perceptions play a lastge Strategy is an intentionally designed plan for
the future, which in a network setting indicateattfirms are dealing with interdependence between
companies. Heikkinen et al. (2007) also note thanaging in networks is about managing
relationships. This interdependency can, howevernbnaged through taking change processes of
role and position into consideration.

Because of institutionalization and sensemakinggsses it becomes difficult for a firm to strategiz
in a network. Although strategizing might not besgible, firms must still learn to manage their
roles. And because all networks are characterigechange, firms might get new roles and have to
learn how to manage a new role. Firms can get mdes rfor various reasons, reasons which are,
however, not the focus of this paper. Roles arergito firms, and they can not do anything about
that (e.g. as a result of legislation and reguhgtiBut managing a network means that a firm has to
learn how to manage being assigned a new rolefilifregets a new role, a whole network might get
a new function, and this also indicates that ifrenfgets a new role, the whole network must also
manage/handle this new situation, i.e. the actotbe network must (collectively and independently)
be able to handle a new role in the network. Thaarty highlights the basic aspect of networkst tha
is, interdependence.

When a firm gets a new role the firm might alsatsta behave in a different way, which the other
actors are not used to and opposes expected beh@ier network actors must therefore adapt to
this new behavior, and if the network will contineefunction, a re-institutionalization process mus
take place. Other actors have expectations omrésfipehaviour, and if a firm gets a new role these
expectations must change. Weick (1995) discuspbe@omenon labelled a “collective mind” which
means that when change occurs all involved actarst think about how they understand a new
situation, a new actor, a new role, and then a comamderstanding must be created.

Strategizing in a network means that a firm neexddd aware of different institutionalization
pressures in its environment, and realize that ghamill lead to resistance among other network
actors. There are many different ways other netwactors can impose pressure on a firm.
Implementation of a strategy includes as much gatimg how other networks actors will react and
creating strategies for managing other actors'ti@#cto a strategy/change.

6. Conclusions and suggestions for further research

The paper has conceptually treated strategizinguginess networks through institutionalization and

sensemaking perspectives. It is suggested tha¢ tygsroaches are fruitful to combine when firms

develop roles and positions in connected exchaalgianships. The approaches are not mutually
exclusive approaches but relate to each other. sEimsemaking approach deals with sensing the
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networking and environmental processes and eventietecting cues as the basis for action. The
institutional approach on the other hand givesstéolunderstand the institutional adaptive processe
and different institutional pressure mechanismg tieal with how relationships are handled with

other organizations and the role of mutual orgawgiziwhich also affect role and positions. It is

furthermore suggested that influencing and changfiregfirm’s role(s) and/or position becomes a
way to strategize and manage within a businessamnktwhis is a complex task to perform.

Strategizing in networks pose many challenges fetwark members due to several ongoing
sensemaking processes. It is worthwhile emphasihiegndividual’s active role in constructing the
social reality, in other words, constructing thevimnment in which the relationship exists. The
actors in a relationship construct, re-organizenosle and make invalid many of the “objective”
characteristics of their environment (cf. Hatch97p In fact many of them create their own
restrictions and hurdles. Firms may also create oobstacles by e.g. resisting change,
misinterpreting a situation etc. Intertia may besgd through institutionalization processes; it may
be difficult and costly to change the existing feét. Also, institutions change slowly, which may
lead to intertia in network change and developm@ntimportant factor to remember is the role of
external factors as triggers of change in role pasltion, or as triggers of the suggested change
processes, sensemaking and institutionalizationgsses. For instance, a study by Nystrém (2008)
shows how external factors, rather than eventhieénbiusiness relationships per se, cause business
network dynamics in technology sensitive industrifse influence of external events as triggers of
change in role and position also highlight the imgace of adapting and learning in business
networks. This also involves a sensemaking proassjetwork members jointly make sense of
imposed change and its implications.

Role and position are complicated and elusive gotscéhat are always present in business network
settings. Role is seen as the dynamic aspect dfggoand an actor can possess multiple rolesadt h
been noted that researchers have fairly diverseesspns and definitions concerning role and
position concepts. For instance,
e The position concept should always be handled niafeto role (and vice versa). The link
between position and role is not always clearAciderson et al 1998).
« Network position forms a location of power to ceeaind/or influence networks (Thorelli,
1986).
* A network position describes how individual actorshe network are related to each other in
a network structure (Mattsson & Johanson, 1992)
» Each firm in a network has a unique position imtieh to the other actors, but the position of
a firm is perceived differently by the various astm the network (Gadde et al., 2003).
« Network position consists of a company’s relatiopstand the rights, limitations on behavior
and obligations that go with them (Ford et al., 899
* Network position provides a language to talk aboetwork changes as these primarily
concern the nature of network connections.
It is therefore clear that we are dealing with atifaceted issue when combining the concepts of
role and position with strategy. The role of a fignlinked to its strategies (cf. Baker & Faulkner,
1991; Heikkinen et al., 2007). In a network settistrategizing should deal with both role and
position. We therefore suggest that role and posids means of strategizing in business networks
should be one of the focus areas in the discusgi@mther or not business networks can be managed.
This paper proposes two processes of change irmnalgosition, th@stitutionalization procesand
the sensemaking proceswhich must be taken into consideration when dpiah strategy for
managing in a network or in some cases maybe @ven-tnanage a network. It is pointed out here
that networks are not manageable without sensiagdimtness in value creation processes or the
relative aspect of position in a structure of careeé relationships in a web of actors or the idégrp
of role playing through the position in order to-manage value through sensemaking and
institutionalization processes.
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An institutional analysis of a business networkvites an understanding (cause) for the behavior
and structure of firms, and established the soudfesertain behavior. Analyzing institutions
highlights similarities and differences betweermfir and therefore makes it possible to identify
possible challenges for the management of busingssionships (effect). Studying institutions
requires understanding behavior on several leveafreness. Institutions are social structures that
have attained a high degree of resilience. Theyrul&faceted, durable social structures, madefup o
symbolic elements, social activities, and materidources. Institutions are transmitted across
generations, to be maintained and reproduced (S2@@1). Institutions standardize behaviour and
transfers rules, norms and ways of thinking betwemelividuals. Institutions form a continuum
moving from the conscious to the unconscious, ftbmlegally enforced to the taken for granted
(Scott, 2001). In terms of studying how institusomffect relationships, researchers need to
understand how a network actor understands theousating environment. There is a need to
understand such things that are taken for gramddafined as the ‘way things are’ and or ‘the way
things are to be done’ (Salmi, 1995), consistingalfies, expectations, regimes, authority systems,
jobs, roles and obedience to duty (cognitive sutteth Researchers need to investigate behaviour,
that is. how actors separate between preferreddasilable behaviour (normative substance), for
instance making a profit (values), the appropnedgs of reaching them, for instance conceptions of
fair business practices (norms). Values set staisdarwhich existing structures or behaviour can be
compared and assessed, while norms define legiim&ans to pursue valued ends. Furthermore,
they consist of formal written rules as well as utten codes of conduct (regulative substance) that
underlie and supplement formal rules. In case somdweaks any of the rules, a punishment is
delivered. If using the analogy of ‘institutionseeahe game and organizations the players’ (North,
1990, 1993), the cognitive substance identifiesedgihg assumptions about society (‘the game is
always played’), normative substance defines goalebjectives (‘to win the game’), and also
appropriate ways of reaching them (‘in which waywm the game’). The regulative substance
specifies legitimate from illegitimate action (‘theles of the game’).

In accordance with the sensemaking perspective rehity of an actor engaged in a business
relationship is shaped by the subjective experierdethose actors, i.e. knowledge is constructed
based on the actors’ experiences. The social yeéit the social order of relationships) is
constructed between individuals through “negotiafoand implicit understanding, which in turn is
built on a common history and shared experiencesc] 1997). Various relationship concepts and
categories will have different meaning to differgeple, since they build on different history and
experiences. For instance, a category such asisrwginstructed by people interacting with each
other; it is not a distinct or set entity. Thisal®eans that the meaning of any specific categdty w
be quite elusive, because it changes over timefimd one place to another (Bryman, 2002). In
other words, in order to understand how relatigpsifiunction, there is a need to collect information
about the actors’ experiences. The challenge fwameh on institutions is how to ‘collect’ suchaact
experiences. In order to analyze institutions, ¢nepirical data need to be rich and descriptive.
Therefore the sample often needs to be non-randwinsenall, but in-depth. This usually often
means that the researcher needs to interact with iwhesearched.

A sensemaking approach to studying role and pasitiay reveal important information about how
actors in a network perceive each other and howsetlperceptions influence a specific firm’s role
and position and, consequently, strategy. Sensemaki something that exists and that can be
examined (Weick, 1995). Sensemaking is not abaetpretation. Rather, it is about “the process
that culminates in interpretation” (Craig-Lees, 20(. 514). Geersbro (2004, p. 3) defines
sensemaking as the process by which people “coregrtes with the event we perceive in the world:
how we establish or create some kind of meaning #ilws us to cope with enormous
complexities”. Weick and Sutcliffe (2005, p. 40¥fide sensemaking as “turning circumstances into
a situation that is comprehended explicitly in wardBased on Mills (2003) the authors view
sensemaking as the primary site where meaningsrialate and inform and constrain identity and,
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specifically, action. Sensemaking is also about ititerplay between interpretation and action.
Action thus takes a central role in the sensemagiogess. For instance, Weick (1995) points out
that without action, there is no sensemaking. Gaaska-Joerges (1992) continues that
sensemaking depends less on e.g. shared goalwobeiton shared actions. Thus, in order to study a
sensemaking process of change in role and positesgarchers should focus their attention on
perceptions and ideas each network member hadef attors in the network. Sensemaking is thus
the primary site where meanings materialize anchteradly inform and constrain identity and action
(Mills, 2003). Weick and Sutcliffe (2005, p. 409ntinue that sensemaking is, among other things,
an issue of language, talk and communications wtgteations, organizations, and environments
are talked into existence”. Therefore, role anditfmys as concepts are something that is created
during a certain period of time by looking back oearlier observations and seeing patterns. Only
through forming an understanding of how roles amditippns are perceived and “talked into
existence”, their relevance for business netwomks loe understood. Also, through understanding
and analyzing network members’ roles and positiomze specific strategies may be formulated in
order to manage interaction, relationships, pasitim networks, or perhaps even the network itself.
More research and discussion is required in ordedraw plausible conclusions on managing
networks.
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