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ABSTRACT

This paper argues that there is a need to moveoie rthe research of the IMP Group away from
being a generalised “approach” to understandingnbas networks and towards a more systematic
process of developing and testing propositions aabasiness interaction. In this way, the paper
reinforces the propositions developed around thalyais of actors, activities and resources in

Hakansson et al (2009).

The paper presents a tentative conceptual outineetearch into the interactions between managers
in business relationships. The proposed reseantin® builds on the Model of Managing in
Business Networks (Ford et al 2008, Hakansson €108P) and addresses two challenges to
conventional views of business that have formedotigs of IMP research over the past thirty years
(Ford and Hakansson 2006; Ford and Mouzas, 2008)s, The first part of the research outline deals
with the analysis of thstructurewithin which business interaction takes place #wgdsecond part is
the analysis of therocessof that interaction. The outline examines bussnaggeraction as a
problem-coping process under conditions of unaefgajHakansson, Johanson and Wootz and Ford

et al, 2003).

The paper presents suggestions for using the eutlimesearch business interaction and illustrates

this with a set of propositions abaidmpetitionin Business Networks.
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INTRODUCTION

The aim of this paper is to present a researclineufor a more systematic empirical observation
and testing of propositions about business inteEmact The research outline has two aspects
corresponding to the challenges to conventionalsief business that have formed the basis of IMP
research over the past thirty years (Ford and Hs&#@an2006; Ford and Mouzas, 2008). The first
aspect of the research is the analysis ofsthecturewithin which business interaction takes place

and the second is the analysis of phecessof that interaction.

The research outline is built on three foundati@assfollows:

Firstly, the Model of Managing in Business Netwoil&ord et al 2008, Hakansson et al
2009): This model provides an overview of the girg) context of a particular business

relationship and of the managerial choices invoiveithe process of business interaction.

Secondly, a view of business interaction as a p®terough which the specifiiroblemsof
both parties in a dyadic relationship are addréss@tis view suggests that companies and
the managers within them will experience differemtertaintiesn addressing their problems
under different circumstances. Their respectiveeuainties and problem characteristics will
affect the particulaabilities of counterparts that each actor will seek from affdr to the

other (Hakansson, Johanson and Wootz 1976 andefatd2003).

! It is important to re-iterate at this point thadlplems can be both positive and negative. Thuacssr may face a cash-
flow problem because its business is successfueapdnding rapidly. Similarly, an actor may faceaah-flow problem
because its business is in deep decline and @&8aeship counterparts are deserting it.
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Thirdly, a research instrument designed to examia@agers’ conceptual maps or network
Pictures” of their surrounding network (Ford et2l03). Network pictures are relevant
because they help us to visualise actors’ subgdctiews and perceptions as a starting point

in researching business networking.

ANALYSISOF THE STRUCTURE AND PROCESS OF BUSINESSINTERACTION
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FIGURE 1
A MODEL OF MANAGING IN BUSINESS NETWORKS

Developed from Ford et al 2008

The Model of Managing in Business Networks is tifated in Figure 1 and provides a framework

for examining both the structure and process @fraution. We will firstly address the structure of

interaction, as follows:

The Structure of Business | nteraction
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Each relationship is a unique part oPattern of ActivitiesConstellation of ResourcesxdWeb of
Actors within the business network (Hakansson and Sneti®85). The uniqueness of each

relationship has two dimensions; space and time:

Space: Each relationship has a unique structure in netvepace that can be described by the
heterogeneityf the resources; thaterdependenciesf the activities and thpintnessof the actors

involved in it. But at the same time, each uniquéividual business relationship is part of a
universal relatedness that exists across netwa&esfhrough which individual relationships can be

affected at a distance.

Time: The actors, activities and resources involved padicular relationship evolve through that
process and so are also unique at each particoilatrip time. The model uses the terms; pla¢h of

resources; thepecialisationof activities and theo-evolutionof the actors to describe this evolution.

The structural context of interaction at any pdimtime is, in part, an outcome of the preceding
interaction between the counterparts and betwesm #nd others. This continuing interaction is a
determining factor in the future evolution of tbenstitutionof the network or the rules, principles
and other conventions that are shared by actotsusiness networks (Mouzas and Ford, 2009).
These supply actors with the rules of the gamé@humanly devised constraints that shape human

interaction, whether political, social, or econortiiewis, 1967; North, 1990).

The two sets of descriptive variables are intereoted: Thus, the Space Dimensions describe a
point from which evolution may be tracked and sami, the Time Dimensions provide an
explanation of the process through which a relatigm has arrived at a particular point. Howewver, i
is important to note that the evolution of an iatgion process cannot be described solely in tefms
what happens within that process. Nor can ananot&En process be completely described at any one

point in time without relating it to what happenghin other connected and unconnected processes.
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The Process of Business I nteraction

The model in Figure 1 is based on the idea thahbsas interaction is a continuing process of agtion
reaction and re-reaction. Each counterpart wifitatte meaning to its own and to the actions ef th
other and these attributed meanings condition éuréictions and re-actions. The model is concerned
with the conscious attempts of actors to influetiee interaction process between two actors. We
refer to these attempts &&tworking Networking is a problem-coping process for boththe
participants involved. Networking is self-serviagd is ultimately concerned with coping with each
actor’'s own problems through interaction betweendhtivities and resources of the two actors and
the actors themselves. But each actor’'s atteropteppe with its own problems through interaction
with others will also involve the actors in simué&ous or sequentiegciprocal problem-coping with

others.

The model suggests that networking involves a nunadfechoices for each involved actor, as

follows:

Networking Choices within existing Relationships: Managers face choices about which of their
problems toconfrontin their existing relationships and for whichdonformto the existing status
quo. Managers must also choose how to responchdoconforming or confronting of the

counterpart.

Networking Choices between Relationships. Managers also face the choice of whether to smek
cope with particular problems lypnsolidatingtheir existing relationship structure or by tryitg

changethat structure.

Networking Choices about How to Interact: These choices centre on the approaches that an acto

may take in networking with a specific countergarta particular problem; whether to defer to the
6
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counterpart’s leadershipo(concedgor to attempt to influence the counterpart irhasen direction

(to coerce.

These choices are not mutually exclusive of eatlerot They will be taken simultaneously by a
number of individuals in both of the two companiesa relationship as they address a number of
their problems. Each of the choices in any onepaom is interdependent with the choices taken by

counterparts.

Networking under Uncertainty

The networking choices made by an actor will rekatehe particulatuncertaintiesthat the actor

faces. These uncertainties can be outlined asaisll

Problem Uncertainty: This exists when an actor is unsure of the beshast expedient way to
cope with one of its own problems. An actor’'s peofr-uncertainty may be increased or decreased
either through experience, such as when supplyinguging a particular offering several times, or

through attempts by a counterpart to manipulateritertainty.

Problem uncertainty is likely to affect the probkethat an actor chooses to confront: It may lead a
actor to avoid confronting a particular problem ahdose instead to conform to existing interaction
patterns. An actor experiencing problem-uncenaistlikely, at least initially to seek interaction
within well-developed relationships with establidheounterpartst§ consolidate its relationships
The interaction between the actors is likely tadlatively intense and the problem-uncertain aistor

likely to conceddo the advice of the counterpart and how the groldhould be coped with.
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Network-Uncertainty: Business actors are likely to face uncertaintyualderein a network of
relationships they should seek to cope with a @algr problem. This uncertainty relates to the

number, heterogeneity and rate of change of peatiemfiationships as perceived by the actor.

Network-uncertainty is likely to lead to quite @ifent interaction choices when compared with those
associated with problem-uncertainty. For examme,network-uncertain actor, faced with
heterogeneous or rapidly changing surrounding&edylto invest heavily in scanning and evaluating
the network. This actor is less likely to comnaitat single relationship at this time. Thus network
uncertainty may involve an actor in important clesidbetweerconsolidatingand creating new

relationships.

Fulfilment Uncertainty: This occurs when an actor is uncertain that a @patt will actually
provide the means of coping with a particular peolol An approach to coping with a particular
problem of an actor may be designed or developethéyactor or its counterpart or interactively
between them. The approach may require differentributions from the activities, resources and
individuals of both the actor and the counterp&tt for the problem tactually be coped with, the
approach must be followed through to completiom other words, fulflment must take place.
Fulflment may involve financial investment, semicor product delivery, administrative
restructuring, staff recruitment, training, finamgj changes in relationships with other actors etc.
The extent to which an actor believes that a capatewill actual approach wilictually cope with

its problem at the right time and right cost mayabe@mportant source of uncertainty for the actor.

The Evolution of Uncertainties: The uncertainties of business actors evolve t¢ivee. Thus,
problem-uncertainty is likely to decrease with exgece of coping with a problem. Further, when
an actor has gained experience of coping with #icpdar problem then it is possible that it will
place less emphasis on the way that the problenbeaoped with and more emphasis on the cost or

efficiency of coping. In this way, fulfiiment-undainty may increase. Similarly, experience may
8
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lead an actor to consider other potential countés@s a way of improving the way that the problem
is coped with or achieving greater efficiency irpic@. Both of these situations are reflected in an

increase in the actor’s network-uncertainty.

The Abilities of Actors

Problem coping in the business network is an ictara process involving multiple actors. The
abilities of actors are rooted in their respectigsources and activities, in how they are combined
together and in how they relate to the resourceks ailities of others to which they are linked
through connecting relationships. The actors @yad each contribute to coping with each other’s
problems. The resources and activities of an aitgether with its uncertainties determine the
respective contribution to problem-coping that each will require from the&ounterpart and

contribute themselves.

The contributions to coping with a counterpart dst@articular problem involve two distinct

abilities: Problem-Coping AbilityandFulfilment-Ability.

Problem-Coping Ability: The problem-coping ability of a single actor is nfested in its
contribution to thedevelopmenof an approach to a particular problem of a coyate¢r Problem-
Coping Ability is perhaps best interpreted gga@amiseby an actor to a counterpart to develop some
aspect of a problem approach. For example, am égitber “customer” or “supplier”) may promise
to take major or exclusive responsibility for thesiyn of a product or of a service organisatiohe T
Problem-Coping Ability of a counterpart is likely be important to an actor when its problem is new
or complex and when the actor has problem or nétwocertainty about how to approach the
problem and with whom to do so. In these situatian actor is likely to accept inadequacies in

fulfilment by a counterpart manifested in such gsiras late deliveries or payments or consistency of



Abstract preview

supply or demand. Of course, if an actor has loblem or network uncertainty then it is less likel

to seek or to pay for the problem-coping abilittés counterpart.

Developing and maintaining the ability to cope wdtlwide range of its own or others’ problems is
resource-intensive and abilities are prone to @seeince. This often leads companies to

increasingly rely on the problem-coping abilitidthers for many of their continuing problems.

Fulfilment Ability: This ability is a measure of the extent to whiatoanterpart is able to fulfil its
promise and to actually carry out what is requibgdthe actor on time, at the agreed cost and
specification. The fulfilment-ability of a counpant is likely to be important to an actor whenttha
actor has little or no problem-uncertainty abowt thest approach to cope with the problem or
network-uncertainty about where to look for an aggh. However in this situation an actor may
have significant fulfiilment-uncertainty about eféincy, reliability or cost in actually coping withe
problem. Hence, it may choose to rely on the lfufint-ability of a counterpart. Common examples
of fulfilment-ability include the ability tdnstall complex business software or to provide regular,
trouble-free or consistent orders. The fulfilmability of their counterparts is often critical &stors
when seeking to cope with mundane problems centoingconvenience or cost. In contrast,
fulfilment may be difficult or complex and involtggh-cost organisations. Examples of complexity
in fulfilment-ability occur in the management okjtin-time delivery or sourcing of components for

high volume users.

The role of problem-coping and fulfiiment-abilitiesbusiness interaction emphasises that nothing is
fixed or predetermined in the heterogeneous busim@sdscape. Depending on their network
position, resources and activities, both “suppliensd “customers” may seek the problem-coping
abilities of counterparts to help them develop npmeducts or procedures, to enhance their
reputations in particular areas or to ease cagprafit problems. Each may seek the fulfiiment-

abilities of counterparts to efficiently implemespproaches that they have developed or that are
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commonly understood. Any actor in the network ndayelop products and services. Some may
also produce offerings based on those designs twbilers simply sell their designs to other
producers. Some actors only produce, whilst otmeither produce nor design but rely on the
abilities of others. Either or both of the actors dyad may coerce or concede in particular daspec
of their interaction. For example, either or bathy determine price. Similarly, logistics may be
designed or undertaken by manufacturers or byleetai Superficially similar actors may seek
widely different network positions ranging from anal number of stable, high-intensity

relationships to a larger number of short-term opustic interactions.

All actors face problems and all seek counterpiartaelp them cope with these. All actors face
uncertainties and these affect their choice of temparts, their interactions and the coercion and
conceding between them. Customers choose suppidrsip them address specific problems and
often have to compete with other customers forgtadblem coping or fulfilment abilities of those

suppliers. Similarly, suppliers choose and compatehe customers that will help them cope with
particular problems. All actors conform and confraspects of their interactions. All face choices
about their position in the network and all musba$e when, where and how to consolidate or

create, to coerce or concede.

RESEARCHING MANAGERIAL INTERACTION

The research outline that we have described isdbais¢he idea of interaction as a problem-coping
process under uncertainty. This process invotrasagerial choices within relationships, between
relationships and about how to interact with a ¢erpart. Interaction takes place within a struetur
that can be described in terms of the evolving ections between the activities, resources and
individual actors of the counterparts. The apphoamphasises the uniqueness in time and network

space of each relationship. This uniqueness stgytied the following areas for analysis:

11
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Studies of the Structure of Business Interaction: The first aspect of structural analysis would be
concerned with describing and explaining variationms resource heterogeneity, activity
interdependence and actor-jointness in specifatiogiships at particular times. Key areas reqgirin
explanation are the connections between previotsraiction patterns and current structure;
similarities and differences between the structimesdjacent or supposedly “similar” relationships.
The second aspect of this work is to examine armbuad for the evolution of the structure of
interaction, the path followed by resources, thecilisation of activities and the co-evolution of
actors. The scale and detail required in struttanalysis and the uniqueness of each business
relationship is likely to lead to the use of caredg methodology and there have already been many

examples of IMP case studies of both the currénaon and evolution of interaction studies.

Studies of the Process of Business Interaction: These studies would include a wide range of areas:

Firstly, studies of managerial choices (to confrentonform) within particular relationships. Tkes
studies would be concerned with how managers dragr problems and plan and implement their
approach. They would also include studies intoatteial process of interaction that is involved in
conforming or confronting. Secondly, studies itlie choices that managers make between their
relationships and their attempts to change tpesitionin the network (to consolidate or create).
Thirdly, studies of the approaches taken by actordifferent aspects of their relationships with
others (to coerce or concede). The studies on ragym in relationships are examples of early

approaches to this (for an outline see, Johnserrard] 2008).

Another important area of process study is into timeertainties faced by actors in particular
situations and how those uncertainties evolve ¢ivee. There appear to have been no organised

studies of this area since the original studied@fansson et al (1975).

12
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LINKSTO MANAGEMENT PRACTICE: THE ISSUE OF COMPETITION

We can illustrate the use of the research outlho@gsed in this paper and how it could be used to
generate propositions by linking business inteoactwith the idea of competition in business
networks. Competition is a central area of margigdtention, but it has received remarkably little
attention in IMP literature. There may be a numbkreasons for this: Perhaps we thought that
there was a niche to be exploited by examining ecatjpn because other researchers concentrate so
heavily on competition; perhaps because we coratatrso much on the detail of what happened in
single relationships, we neglected to look at tlaysvin which parallel relationships are connected;

perhaps, we neglected competition simply becausgon# understand it!

Nonetheless, both marketing and purchasing peapleancerned with competition and competitors:
Both have to interact with major counterparts; bath concerned with their company’s current and
evolving position in the network; both have to natet with each other and with other subunits within
their companies; both have to work within the emgtinteraction structure of actor-jointness,
resource heterogeneity and activity interdepender@eth have to cope with problems by relating
their company’s activities and resources to thdsatlters and both need the resources and activities
of counterparts. Both marketers and purchasers peofound effects on the work of other subunits
in their companies. Both have to interact with posverful managers of these subunits in areas of
which they know relatively little. Both affect throcesses of co-evolution, specialization and the
path of the company’s and its counterparts’ resssirc Both marketing and purchasing people

network under conditions of considerable unceryint

The IMP view of business networks and the reseatdhine presented in this paper suggest that

competition and competitors have rather counteariine attributes that relate to both marketing and

purchasing, as follows:

13
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The Broad Context: Firstly, any two actors in a relationship areiiadtly related to others across
the network through their relationship. Sometinee®n distant relatedness can have profound
effects on a relationship; both positive and nemgati For example, the relatedness that stretches
between financial institutions meant that the neiltirsg of mortgages by unknown small banks on
one continent brought down major merchant bankarmther. Similarly, technological relatedness
stretches across the network between seeminglhatésblactors so that an innovation in one
geographical location or in one company or oneieapbn can negatively affect the relationships of
others working in quite different applications ither countries. In contrast, a distant innovatian
have a positive effect on an actor’s interactiotith wthers if it is able to adopt the innovationitis

own operations.

Proposition 1: The networking between any two &ctwill be affected by the direct
relatedness between those actors and specific ®thad their indirect relatedness with

others in the network.

The Narrow Context: Within this broad context of relatedness, the neling by any two actors
will take place within a narrow context determir®dtheir own interactive structure and that of thei
direct counterparts; relationships with customstgpliers; co-developers and those that they may
refer to as their “competitors”. The dimensionghi$ narrow context or “small world” (Hdkansson
et al 2009) are the respective jointness of theradh particular relationships, the interdependenfc
their activities and the heterogeneity of theirorgses. It is within this narrow context that

uncertainties are experienced and problems aressiet.

Many business relationships are used by thosevadoin them to cope with significant problems,
either continuously or on a single occasion; mamyolive high levels of interaction and exhibit
quasi-organisational characteristics. The ouilingnis paper has also suggested that problem-gopin

actors co-evolve through their interaction underyivey conditions of uncertainty; their resources
14
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follow a particular path and their activities be@specialised to a greater or lesser extent through

their relationship.

Proposition 2 A: The type and intensity of theartainties experienced by any actor in a
relationship when faced with a particular problenilwepend on the actor’s experience of
interaction with the specific counterpart and thetemt of  their jointness, the

interdependence of their activities and the hetermity of their resources. Thus, an actor’s

uncertainties are shaped by time and space.

Propostion 2 B: The extent and significance ofgleblems addressed by interacting actors
will affect and be affected by the relative extefitheir jointness, the interdependence of

their activities and the heterogeneity of theiraesces.

Proposition 2 C: The extent and timing of the goletion of any two interacting actors, the
specialisation of their activities and the pathtloéir resources will be determined inter alia
by the extent and significance of their common fgmkcoping and their experience of that

problem-coping.

Proposition 2D: The uncertainties felt by an isteting actor that seeks to cope with a
particular problem in a particular relationship Wibe affected both by its experience of
coping with similar problems in different relatidnps and its overall experience of problem-

coping in that particular relationship.

The extent of an actor's problem uncertainty, nekwoncertainty and fulfilment uncertainty in
addressing a particular problem in a particulaatirehship will be related to the actor's experience

with coping with similar problems and its view ¢§ bverall relationship with that counterpart. The
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extent of each type of uncertainty will determire tabilities that an actor will seek from its

counterpart.

Thus, there is no automatic evolution in an actarisertainties and in the abilities that it seaksnf

a counterpart. For example, an actor's problemedamty may be reduced as it learns from
experience of coping with a particular problemtsat it only feels fulfilment uncertainty. Hencesth
actor will no longer require the problem-copinglities of a counterpart and will seek the fulfilnten
abilities of this or another counterpart. But iontrast, the actor maghoose not to learmbout
coping with some particular problems so that ittoares to rely on the problem-coping ability of the
counterpart. For example, under conditions of netdgical intensity, many companies increasingly

rely on some suppliers to tell them what they nteetbpe with particular technical problems

Competition, Coexistence and Cooperation: These idea of the context within which business
interaction takes place may help us to understamdething about the business actors that we
commonly refer to as “competitors” and the procesompetition. This is illustrated by the

following example:

Two manufacturers A and B each have a relationsfitpa particular major customer. It is common
in this situation for the customer to seek to divits continuing business between the two suppliers

This could be for at least two reasons:

The customer may divide its attention between the supplier relationships because it
wishes to create or consolidate a particular forfimraetationship portfolio for its future
interactions. The customer may see the both snspls sources of coping for the same
problems and uncertaintiesln this case the customer will view the two supglias

competitors. In other words, it considers them as alternatimes specific situation.

2 We sometimes refer to this approach by actorsasstious stupidity”!
16
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In contrast, the customer may seek to use itsioakttip with one supplier when it is faced
with a particular problem or uncertainty and frohe tother when a different problem or
uncertainty arises. For example, Supplier B magdmeerned with the customer’s problems
relating to its production. This may involve thepplier in delivering large quantities of
similar or identical components to those of Supplie But in this case they will be charged
at a much lower unit price and the deliveries Ww#l timed on a “zero-inventory” basis to
several production locations in different countriesiere the relationships of the Supplier A
and Supplier B with the customer are clearly ddfgrand they are not competitots each
other in relation to this customer, even thougly timay be considered to operate in the same

“product market.” In this situation, the two comjes will at least coexist or may cooperate.

In both cases, the relationships between the custamd the two suppliers are interconnected and
the two suppliers areelated to each other, even though they may never havéacbn The two

suppliers will also be related to others, as foow

Supplier A may face competition from a company thats not make the same components
but that offers to assess the customer’'s maintenesguirements and provide a guaranteed
level of maintenance inventory sourced from sevaugbpliers. This “competitor” will not be
likely to affect Supplier B’s relationship with tleeistomer and these different “competitors”

do not compete with Supplier B!

However Supplier B may face competition from anoteempany that does not manufacture
components. Instead, this company may offer t@ taker production for the customer of the
products that use components from Supplier B. Thather than “competing” with Supplier B

directly, this supplier will aim to change a pautar part of the network structure.

17
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A supplier may adjust its networking so as impattire relationship between another supplier and
the problems it addresses for the customer. Tgpsoach will be motivated by an attempt to address
one or more of its own problems; perhaps to geaarash to support an investment made in respect
of another relationship; perhaps to create a madelwbased customer portfolio; perhaps to develop

its own activities and resources, or perhaps sirtgtyy to damage the other supplier!

But any change in the supplier’s relationship vétleustomer is likely to involve both the supplier
and the customer adjusting their resources anditsi and is likely to be both costly and risky fo

both.

The same situation exists in the case of custoniBigese may also seek to maintain the status quo in
their relationships with a supplier when compareéith s relationships to other customers. But they
may also choose to change that relationship arkdteemmpete with other customeim a different
relationship and perhaps greater attention fronugplger. Many customers are simultaneously
competitors in their relationships with their cortipes. This competition translates directly to
competition in relationships with their suppliersin all cases, the respective problems and

approaches to interaction of the three companiesrtieat they co-evolve together.

Thus on the one hand, the business network ifulbmpanies that appear to compete because they
supply the same customers or sell the same produBtg these companies often have different
relationships with each customer and address diftquroblems and so do not actually compete. In
contrast, many companies with different resoura# ativity structures address the same problems
of counterparts, but in different ways. These canipsdo compete. Further, companies within the
business network may compete with others by chandghe structure of the network by
intermediating themselves or dis-intermediating. anyl apparently competing relationships are
commonly in a hon-competitive state of co-existemither because of the costs of change or based

on tacit (or explicit and illegal) “non-aggressipacts” between the suppliers.
18
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Proposition 3 A: The existence of competitionhie business network is not determined by
the resources, activities or offerings of companietnstead, competition is a unique
characteristic of an actor’s relationships with sffec counterparts. Its existence and
characteristics are determined by the similarity toé problems and uncertainties that a

particular counterpart seeks to address in its tielaships with two or more actors.

Proposition 3B: Companies will network with padiar counterparts on the basis of their
own view of competition, competitors, co-existeswo@ cooperation rather than on the basis

of the interpretation or the actual networking oluoterparts.

For example, it is common for business actors tofeously) view themselves as competitors if

their products, services or offerings are simildhus two suppliers could view themselves as being
in competition for business from two customers.th& same time one of the customers could regard
itself as competing for the attentions of one & Huppliers but not the other, whilst the second
customer regards itself as not in competition \sitlyone for either of the suppliers and indifferent

both of them, but very concerned about a third Bepp

Proposition 3 C: Any two business actors may ba state of competition, coexistence or

cooperation with each other simultaneously.

Thus, the companies may cooperate in certain aspétheir activities and resource investment and
the relations between their staff. In other ardey may coexist. But the two actors may also
consider themselves as competitors to each othgariicular relationships or in coping with some of

their own problems or those of specific countepartor example, the companies may be in a

“technology race” in certain areas of their actdstor resources or may both be keen to develop
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more complex problem-coping for some clients bageddevelopments in their problem-coping

abilities.

We can now examine the managerial choices invoive®mpetition and co-existence by using the

diagram in Figure 2.

FIGURE 2 CUSTOMER/SUPPLIER NETWORKING: COMPETING AND CO-EXISTING.
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Suppliers A and B both have relationships with Gotrs A and B. Each of these companies faces
choice in its networking with the others and tharelsteristics of their relationships will be the
outcomes of their interactions. Suppose that Semppl's relationships with both of the customers
(Arrows 1 and 2) involve similar problems and umamties for both of the customers. More
generally, a common approach to many customerns é&xample ofindifferentiatechetworking. Of
course, common approaches to customers are likdigte cost advantages for suppliers. However,

common approaches are unlikely to relate closelgditvidual problems and uncertainties. We have
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suggested above in Proposition 2 C that the dewsdop of co-evolution in relationships is directly
related to the extent of problem coping. Neve#gbg| it is a common strategy for companies to
avoid co-evolution and to maximise their flexibilitbetween relationships. Also, similar
relationships with customers may also only addeebsiited range of the supplier’'s problems. For
example, they could restrict its attempts at tetdgioal innovation or generate copious cash but

little profit.

The two customers of Supplier A are related to astbler (Arrow 6) by their relationships with the
supplier and the networking between them will afféese relationships. For example, each will
interpret what it finds out about the actions @& dther customer or each may make conditions about

exclusivity etc.

Supplier B also has relationships with Customeranl B (Arrows 4 and 5), but these deal with
different problems and uncertainties from each rotbeboth customers and the supplier. The two
suppliers are related to each other (Arrow 3) eirthommon relationships with each customer and
each customer will interpret the relationships énnts of this relativity. The relative financial
outcomes for the suppliers will be affected by tektivity and the evolution of their relationskip
Supplier B thus has the potential advantages asts @ssociated with a differentiated approach to

networking.

Similar choices face Customers A and B: Traditignenany companies took an undifferentiated
approach to their supplier relationships by avajdirco-evolution and its associated
interdependencies. This approach maximises flgyibibut limits the advantages of activity
specialisation and a dedicated resource path. eMenya differentiated approach to relationships
with suppliers has a number of advantages that haee demonstrated in IMP studies. Thus, the

networking in a relationship with extensive andn#figant problem-coping for the customer is also
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likely to mean that the relationship also evolweshie direction of extensive and significant proidle

coping for the supplier (Hakansson and Persson)2008

We can now relate these ideas on interaction, tain&es, competition, problem-coping and the

evolution of business relationships through timeresent a final and rather challenging proposition

Proposition 4A: The extent of competition in aeywork will tend to decrease over time.

A decrease in competition would be a major factothie evolving stability of business networks.
The decrease is likely to be fuelled by actors’edeping experience of networking with each other
and a tendency towards more extensive and signifimmblem solving between them; by the effects
of that networking on their uncertainties and theareasing investment in activity specialisation,

actor co-evolution and dedicated paths of resouraglether planned or unplanned.

But of course, the tendency towards decreasing ettignm is often arrested or reversed, as follows:

Proposition 4B: The tendency for competition tordase in a business network may be

arrested, disrupted or reversed by three inter-ated factors:
Changes in the wider network; activity structuresource constellation or actor web. These
changes may arise from entry or exit by actorsmfrtechnological changes or evolving

social or economic problems.

Changes within the structure of one or more relagitup: Resource heterogeneity, activity

interdependence and actor jointness.
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Changes within the process of one or more relatigmsChanges in the problems or

uncertainties of actors; changes in the networlofgndividual actors.

CONCLUSIONS

This paper has presented an analytical outlineetmarching business interaction. The outline
envisages business interaction between any twasaatban evolutionary process that is unique in
time and space, but which is related to other auion processes in a wider network. The outline
draws an analytical distinction between the stmgctuithin which an interaction takes place and the
process itself. The structure of interaction candescribed using the ARA (Actors, Activities,

Resources) Model. Interaction is described as @l@m-coping process under uncertainty,
involving three aspects of Networking; choices withelationships, choices between relationships

and choices about the approach to networking.

The paper has used the analytical outline to gémeranumber of propositions about the nature of
competition and competitors within business networlBut the most important message from the
paper is that the study of business networks has neached the stage where it can and should
develop from generalised descriptive or abstratefaction approach” to more analytical research
involving testable network theory that may explaihat is involved in real problems and actual

behaviour in the contemporary business landscape.

Go forth and research!
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