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Titlee Temporal orientation and temporal profiles of network adjustments in times of economic
recession

Abstract:

Business cycles is not a new phenomenon. Firms foawel ways to, more or less successfully, adjusir t
internal and externally supplied resources to chamg the level of economic activities. Such adnesits are
part of market practices and affect individual est@and business networks. However, the presentiocatidn

of a global crisis in financial markets and a sevawwn turn in demand on globally interdependerrketa in
the “real economy is unprecedented. In this paperfagus on temporal aspects of resource adjustinent
economic recession in business networks. Our parpesto discuss temporality of strategic actions in
networks including the influence on this by finaciand political actors. The contributions are
theoretical/conceptual and represent an efforkpdi@tly consider the social construction aspedtise paper
contributes to on-going discussions within IMP omwh managerial action relates to “network
pictures/network theories” and to the dynamicshaf shaping of markets. The main theoretical idaks
with implications for further research are illusé@d by some concluding propositions.

Key words: temporality, economic recession, network adjustisie

Author s and affiliations:

Per Andersson

Stockholm School of Economics
P.O. Box 6501

SE-113 83 Stockholm

Sweden,

e-mail: Per.Andersson@hhs.se

Lars-Gunnar Mattsson

Stockholm School of Economics

P.O. Box 6501

SE-113 83 Stockholm

Sweden

e-mail: Lars-Gunnar.Mattsson@hhs.se

I ntroduction

Economic activities that create, use, coordinatg destroy resources take place over time. In a orktw
perspective the activities of one actor are diyeatid indirectly coordinated through explicit arditmplicit
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interaction with other actors. Interaction in dyneupusiness networks is an important form for goaece in
market economies. Such networks are dynamic, ditiyeendogeneous and exogeneous forces for stadmlity
well as change. And all strategic actions have tealjty. An example of this is that during specifime
periods a market experiences a “wave” of mergets aguisitions, in which actors tend to createaveyt
common "views” of temporality profiles in the onggi changes (speed, duration, sequential structarg e
Other examples are the diffusion of logistics pes emphasising shorter lead times and the foous o
shortening the "time to market” for new productsgéneral controversy that has been debated durentast
decades is between proponents of a long term "trndlisview on market strategy (emphasising alse th
investment nature of marketing) and proponentshefreed to act in the short run to be able to ptese
positive 3-monthly economic reports for the stockket.

In this paper we are concerned with the temponaéets of adjustment of resources to general fltichs
in economic activities. Adjustments of internal amdernal resource utilisation and developmentpaint of
market practices involving coordination in netwedntexts. Such coordination is dependent on:

e temporal orientationand
e temporal profiles

Economic actors prepare and perform activities dbame their temporal orientation, e.g. vantage point
viewing direction and length of time (Sztompka, 3p9The activities as such have temporal profiteterms

of e.g. timing, speed, duration and sequencing éisgbn and Mattsson, 2005; Andersson and Mattsson,
2007). The temporal aspects of actor behaviourelitation and profiles) are socially constructedd(an
reconstructed). Fluctuations in economic activjtishether they come as recurrent business cycleapid
downturns, will be associated with shifts in bdtk temporal profiles and the social constructiotiré.

As for business cycles, they are hardly a new pimemon. Downturns and upturns have come and gone as
long as economic history research knows. Howeus, gresent combination of “financial crisis” and
economic downturn at a global scale in a globaltprgly interdependent economy is unprecedented. As
firms in the recession beginning in 2008 adjusthte downturn, they do that in circumstances that ar
different from those during earlier downturns. Eithe reorganisation of firms and markets during last
decades in terms of e.g. globalisation, sourciragesgies and strategic partnering have mainly sedwiuring
growth periods and served to increase interdepameebetween actors and their resources, also thasare
spatially widely dispersed and belonging to diffaérendustries. Second, the present downturn is rolmsely
related than before to a severe breakdown of noopaftations in the global financial system. Themfo
market practices, and government policies that wéextive during earlier downturns might be leasid/in
the present situation. At least it is an assumpiibnse consequences are important to discuss. Wadhis
paper to contribute to this by analyzing the terafpigr aspects of network activities to adjust rases.

An introductory, practical empirical case of temgdiy to illustrate that temporality is in fact &mdral
issue in many companies’ activities can be dond whe help of information from the Finish company
Wartsila. It is a globally active Finnish enginegyifirm, supplier to power generating and shippimdystries,
reports in the beginning of 2009 on some tempaspkets of the economic downturn of relevance far ou
arguments:

"The ship power market demaiatbruptly stopped during the last quarter due to the firgmcisis. Even
if declining demand had been visible a long time arket wasurprised by the speed of decline.”

"Difficult to foreseehow serious and long the general downturn wilble effects for Wartsila will be
limited because even if cancellations will occuerth is asubstantial order stockfor power plant
equipment and services.”

"Changes in the scheduling of shipyard activitifsa thescheduling in the entire supply chain.”

"Demand for services continue to be positive. Wirisffers products and service for thetire life cycle

of the installed equipment by a globally dispersedvice organization. Customers need to upgrade the
economic and environmental effectiveness of teagically more advanced plants and fulfil the streng
environmental requirements.”

"Big order stock in the beginning of the downtuilexible manufacturing process, stability of therdend
for services and the global network connections gWartsildatime to reacto market fluctuations.”
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"The fundamental aspects of the power plant inguate unchanged but thHmancial crisis will likely
influnce the timingf the orders.”

"State financedpower generating projects increase as part of@nanstimulus packages but primarily
for infra structural projects and not for indudtsgelf generating projects.”

"Difficult to judge when the upturn will come, and how quickhe balance between the marin capacity
supply and demand will be achieved, as a restittoséased demand and scrapping of old ships.”

The above aspects of adjustment during economessamn show a complicated and diverse process with
reference to access to and interpretation of inébion, interaction within and between firms, type o
exchange relationships between suppliers and cessprinterdependencies in extended supply networks,
financial restrictions and government sponsoregepts. Temporal aspects, especially temporal g®fidut
hardly at all temporal orientation, of resourceuatipents are explicit in some of the reasoningrirefeto
above. However, the coordination of resource adjastsbetweeractors is only discussed implicitly or not at
all. Either the adjustment is a matter of autonosnaations by an actor or the focus is on adaptatosn
external general decline in demand.

Economic recession and ideas from the marketiegglitire

Improving the efficiency in marketing and salesasrigations, and finding new innovative ways of oigeng
marketing resources, both internally and externallynew (lower-cost selling) marketing channelse ar
sometimes forwarded in the marketing literaturen@sessary courses of action when a company’s kassine
operations are in decline (e.g. Zoltners et al 200%r example, rapid sales force reduction igyested as a
viable course of action when a company’s busineagken is in steep decline. It is argued that corigsan
should adapt their sales and marketing activitiesuccessive changes in their business contekgrrgtan
keeping to a conservative path of change, adjustitey and then often in a more radical fashionuchs
changes.

Rather than stressing reducing resources a Hamarlleting professor, John Quelch (2008) arguesa for
more active approach: “Marketing your way througreeession”. In times of recession firms shouldusc
even more on customer research, maintain markespending, adjust product portfolios (including
unbundling of products and services), support gisttibutors and drop weak ones, upgrade the $ates
by recruiting good people sacked by other compargdgist pricing tactics (including extending ctetdi
longstanding customers), stress market share {imguacquiring weak competitors), defend the firmose
long term marketing values against short term fii@lrmanagment’s cost and balance sheet consatesat
This advice was written before the financial crisis

Pur pose and Disposition

Our purpose is thus to discuss how temporalitytraftasgic actions affects adjustment of resourcesimes of
economic recession. In that context we will alsscdss how market attributes are affected, givenntiaaket
dynamics is to an important extent endogeneousiyedrby network processes. The contributions are
theoretical/conceptual and represent an efforkpdi@tly consider the social construction aspedtise paper
aims to contribute to on-going discussions withMPl on how managerial action relates to "network
pictures/network theories” and the dynamics ofghaping of markets. The main theoretical findingjé lve
summed up in a set of concluding propositions.

The disposition of the paper is as follows. Firgt present some types of resource adjustment, fetldwy a
description of some typical adjustment strategiesen we present an analytical model linking corgtext
(financial, political, business networks) to coostron of temporality and strategic action. Thisdebis
applied to some typical adjustment strategies. Wktke paper with a set of proposals for furtheeagech.

Resour ce Adjustmentsin Economic Recession

Temporal uncertainties
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There is uncertainty about the temporal profilebudiness cycles and therefore also of the tempoodiles

of the adjustments. When does the downturn begih@nidoes the upturn begin? What is the timing aed t
duration of the different phases in the cycle? Wh#te sequence of cyclical changes across sfiageWhat
countries, what industries, what type of firms E&ders and which are followers? Pre-visionary @nsuvo
such questions are provided by a large numberstitittions and interpreted by actors dependenhein bwn
experiences and network knowledge. The uncertainbyit business cycles also concerns how they katede
to structural changes in the economy. A downturghminitiate or speed up important restructuring of
industries, as during the industrial crisis in Seweéh the 1970s. Business cycles affect stability ehange in
business networks.

Different time horizons

In the context business cycle adjustments one atdgrhave a time horizon covering only the upturormy

the downturn while another actor may cover therergycle and even longer periods. While an actdy on
adjusting to the downturn might be more apt to piresssuppliers to lower its prices or switch tpgliers able

to sell at the lowest price in order to increasertsterm productivity, an actor covering the entigele might
focus on how action in the downturn affects theditbons for supplier relations in the upturn, witlference

to innovations involving suppliers and preservatbreffective supplier networks. The timing of istments
during a business cycle, including also the dunatb the investment project will influence when thew
capacity offered on a market. Thus investmentsndua downturn might result in resources used in the
following upturn.

Frequent types of adjustments

The most frequent adjustment is to diminish the okeesources (internal and/or external). That ban
achieved by various strategic actions, e.g. dirhingg capacity utilisation, re-negotiation of pricasd order
volumes, switching suppliers, withdrawing from metds selling off or closing down capacities, detgyor
abolishing investment projects. But adjustmentshingso involve increasing resources to take acpnbf
different types of opportunities, e.g. acquiringaerces when the price is low, developing new petedin
anticipation of a coming upturn. The temporal gesfiof such actions (see below) is dependent onthew
temporal profile of the business cycle is perceifagdactors. Also the temporal profile of actionfiiance
how the business cycle develops over time.

Temporal Orientation and Three Types of Common Resour ce Adjustment Strategies

To discuss how temporality of strategic actionee adjustment of temporal orientations in timés o
economic recession we can collect a multitude opigoal anecdotes from the business press. Theee is
multitude of reports on how companies seem to r@adtare affected by political and financial demsi and
actions, and to other changes in network contedtbeing a response to downturns in the finarsgator and

in the economy. The following illustrate four commpictures often provided in early 2009 of stradeg
responses connected to shifts in temporal oriemtsti

Towards extreme short-term orientatiodBeveral accounts tell seem to tell about a shiflatds an extreme
short-term orientation, with a vantage point in fitesent, a viewing direction towards the very rfature,
with a very short forward looking time span. Mamagiery urgent financial problems within the nestvf
months dominates the strategic actions, often eanluplith a likewise very focused (and delimited)wark
horizon and network orientation, e.g. rapid costieg in (specific parts of) supplier networks.

Time for reconsideration and the questioning ostgical) traditions:Some accounts seem to indicate effects
from the economic recession and changes in theonketwn companies’ view of their historical tradite The
vantage point is the past and the origins of thesgmt, dominating business traditions, but witheaving
direction towards the future. After the first fewonths of attention to the urgent (financial) matef the
present or near future, some companies seem togstastioning some of their business traditionsying
into a phase of self-critical, self-reflective "tddcal foresight” behaviour. Should we continue this
historical path of car production? What is our dniial tradition in this field, and is this the ltlewe want to
be in also within the next few years? The shiftamporal orientation might also be coupled withht sn
network orientation: if we shall shift our strategirientation within the next coming years, do vesédnthe
right partners for this or do we have to look ftiner, new partners (customers, suppliers etc.jhargarts of
the market?
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Radical break with historyAnother reaction sometime observed is the suggesitiat companies in response
to rapid and deep economic recessions should takera extreme orientation towards the future, break
with most of its historical traditions. (For examph car manufacturer should according to thiscldgeak
with its history in car manufacturing and oriergeives towards new, “promising”, business fieldsl an
networks involved in e.g. wind energy.) Such resgsno economic recession includes often ideasrnaead
for radical breaks with both the present time dagans and the present network orientation.

Stuck in historyAnother reaction might of course be to defend tiséohical past in response to hard times
and economic recessions. The questioning of thepaagis past behaviour might lead to an even stionge
defence of the past, including network orientations

Next, we present an analytical model linking contgfitsancial, political, business networks) to constron
of temporality and strategic action. We end thegpayith a set of proposals for further research.

Analytical M odel

The logic of our discussion is as follows. We digtiish in our analytical model between four sets of
variables. Two are related to contexts: A:“finafpialitical” and B:“business network structures and
processes”. Two are related to to temporality: t€niporal and spatial orientation” and D: “strategition”.
Adjustment of resources (D) takes place in dynamisiness networks (B) that are both influencing and
influenced by the adjustments. How the individuzbais related to others influences the type gistchent,

its effects on the network and how resource adjestsare coordinated with other actors’ adjustmélttas
network interactions affect coordination of reseurdjustments. Given the important links betweean th
business network behaviour and the financial casid governmental policies to handle this crisid Hre
downturn in the real economy we recognize busimetaorks as embedded in the financial and political
world (A). Furthermore, we assume that actors’ toietion of temporal orientation (C) will have effe on
the temporal profiles of actions to adjust resosif@). In the set of (C) variables we also incldde spatial
aspects “network orientation” and the actors’ “rativtheories” as related to the construction oftdraporal
orientation and affecting the strategic resourgastchents. The actions (D) are not only descrilbegims of
temporal profiles but also as regards the typeesburce adjustment and the interactive nature @f th
adjustments. The adjustments (D) will affect netwsiructures and processes (B), which in turn fedd
back on future (C) and (D) variables. The complealgical model is summed up in figure 1. We do, of
course, not intend here (or anywhere else for ritetter) to make any systematic analysis of allratdtons
between and within the boxes. But we will use thedet to formulate a few propositions that we beadiev
illustrate important aspects of the problematiaiatipent to the economic recession.

Contexts Construction of temporality
and strategic action

A. Financial and political C. Temporal and spatial
contexts — orientation,
and network theories

| X

D. Strategic actions: tempor

B. Business network structurgs profiles, interactive
and processes — coordination,

and relationship changes
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Figure 1. The analytical model

To illustrate the model, we discuss the four vdeaband some of the causalities and interdepenekenci
between them:

Temporal orientation (C)
This basically concerns the social construction actors’ perception of time. Actors have differaratys of
perceiving time. Reflected in actors’ behaviougyttact with differentime horizonsand take differentime
perspectivesvhen changing their network positions and actm@gn interplay with the moving context. The
dynamics of strategic actions, including the agemetvork structure interplay evolve with actors hwit
different time perspectives. Change agents ofegiatactions take different time perspectives tiestd to be
adjusted to each other to achieve resource codiaina business networks.

We assume that the choice or adaptation of timgpeetive effects what is acted on, the contents,ihs
done, when it is done, the process and in whatesbiitis done. Actors time perspectivéhe vantage point
(in the past, in the present or in the futuaed the viewing direction(towards the past, the present or the
future, alsdhow farin the past or in the future the perspective reaphre assumed to be affected by changes
in the network (Sztompka, 1993) Perception of sathnges in the network is dependent on the actors’
network orientation(network horizon, differentiation between types aiftors) and the actorsietwork
theories i.e. their systematic beliefs about network deleewies and effects endogenous and exogenous
forces (Johanson and Mattsson, 1992) and tiedwork picturegHenneberg et al. 2006).

A rapid downturn in the economy and the emergeheed®ep recession can be assumed to create changes
in the time perspective of actors. For example, ttireat of lost sales and customer orders mighivdra
attention to the near future, decreasing importaofca long-term market planning perspective, delgyi
investments in new markets and change to more santperspective on relations to suppliers.

Strategic actions (D)

Strategic actions are efforts by network actorinfluence how they are connected to other actocstha
content of the exchange relationships. They incled&ablishing, developing, maintaining and breaking
relationships to customers, suppliers and othdnigy Tan be planned and implemented autonomously or
interaction with others. The actions have tempprafiles, such agming, duration, speedndsequencing
The strategic actions become connected to thesateanporal and network orientation, hence affectimeir
readiness to act on various changes in the cordagtalso their own readiness to change. The dysaaii
strategic market actions, include the interplayhveittors with different time horizons and time peives.
From the embeddedness follows that the time petispepartly is determined by changes in the network
context.

This also encompasses the opportunities to codslitime perspectives in networks between actors
engaged in different actions, e.g. as a responsegrowing recession. Tensions and contradictiaiaden
different ongoing actions can be dealt with by dowating and adapting different time perspectivEse
temporal dependencies between connected actorgtiast including how they construct time, migtave to
be altered. The coordination of temporal profilesoas strategic actions can be the seed for intingunew
stable temporal dependencies and perceptions hetacters in the network. It can be expected thahén
short time perspective, the coordination of temporéentations can increase the opportunities ®ater
continuity in, and stabilise, the ongoing procesdestrategic change.

However, the development may also bring discoriiesliand confusion in the networks. Actors may take
very different time perspectives on a recessiofiuéncing actions and coordination in a disruptivay.
Actor 1 might be occupied by "the present”, limgithe time perspective to a number of "criticali@ts” in
the present, like short time cost cutting, dismgtand destroying resources developed jointly veitner
actors. Actor 2, related to the first one, mightléss affected by the downturn, also acting withaatage
point in the present but with a viewing directioone towards the future (foresight), developing teses for
the coming upturn, but also recognising the valuthe long term interaction in the past with ActbrOne
way to handle the tension between actors 1 andyBtrbie to change, and coordinate the temporallgsodif
the actions to avoid for both actors ineffectiveource adjustments in the network (B)

Hence, shifts in the construction of temporality ¢ assumed to have effects on the strategicnactib
actors. Firstly, we can expect adaptation of thmeptaral profile of strategic actions, in terms ofjgential
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structure of actions, duration, timing, and spdedddition, the shifts in temporal orientationgghti affect
the spatial dimensions of the strategic action®threr words, what other counterparts in the ndtwioat the
strategic actions are directed towards might chaRgeexample, a more narrow orientation towaresribar
"present” due to a rapid recession might be couplgld a more one-directed focus towards the supple
towards the customers. Hence, the resulting siategions will be coupled to a shift in networkemtation
and network horizon. Thirdly, the shift in time ppective of actors might also change the actuaecbrand
focus of the strategic actions, including plannimat disinvestments or investments that are madettze
handling of existing relations in the network. lpasthased on the actors’ interaction, the shifttime
perspective might also have effects on the chaiiaties of the strategic actions, shifting towaadsiore pro-
active, re-active, or perhaps in-active behaviour.

Influence of the financial crisis and governmeniges(A) on temporality (C and D)
The financial crisis has decreased the supplyr@itial resources both for daily operations (lilify) and
investments in the financial system. This, anddbenturn in demand, increases the pressure fot sron
cost cutting, indeed threatening the survival ahsdirms, affecting also other firms in the netwolkis
likely that the financial functions in the firm wibecome more powerful compared to the procureraadt
marketing functions dealing with relations to sugns and customers. Long term procurement and mgsto
strategies need to be adapted to short term castigzuNetwork theories among managers handling'risa!
economy” are likely different from managers hangllihe financial economy and the short term stockketa
influenced focus on quarterly economic performameasures. The construction of temporality, infleshby
the financial crisis will thus likely turn out tesult in shorter time spans and closer networkzbas.
Government efforts to stimulate the economy in eession includes national, often infra structural,
projects, such as communication networks and séitiml of demand for specific products and services
increasing societal welfare, such as a better enment. Furthermore, there is a bias in governrsepport
for projects that use national resources. Govertenaged to stimulate demand in the short run teease the
use of resources. Some of these resources have tweeisk to become, redundant in the short run and
therefore the timing and speed of the governmemiugated activities must be early and rapid andetasn
existing network resources and plans. There mighd kack of such specialized resources in the shorand
problems to substitute foreign resources with dadimesnes if that is required. When the government
stimulates long term projects of an R & D nature tdmporal orientation of the network actors afliémced
towards a long term future period, partly with ateage point also in the future.

Some Propositions Suggestive for Future Resear ch

Relating to the variables of the model presenteiibure 1, we can formulate a set of propositiomisfliture
research on temporal orientation and temporal lpbf network adjustments in times of economi@sson.
The propositions follow different causalities iretimodel and are selected because we believe tbat th
highlight some important adjustment problems dutimgpresent economic recession that are wortfiytofe
research.

Proposition 1.In times of economic recession changes initiatedirgncial and political actors will lead to
increasedambiguities(March 1988) in temporal orientations among busiretors, which will lead to varied
responses by the business actors resulting in udicaded temporal profiles between the actors amwvdanted
changes in the network structure. (A->C->D->B)

Comment:Diverse signals from financial actors (e.g. rapidhdrawal of financial support to business
customers) and political actors in response toadsgof a recession can result in equally diversepteal
interpretations by business actors (Are we to rgmaptediately and urgently? Are we to respond moreyd
term to the signals? If we need to postpone arsinvent project, how are we going to preserve tloesxto
own and other actors’ resources for the plannepegl®) These shifts in temporal orientation wiltimn lead
to equally varied responses and adaptations of deahprofiles of activities and routines in the wetk,
maybe break-up of stable, temporal coordinationimes between interdependent actors in the network.

Proposition 2:In times of economic recession political actospezially in large economies, try to stimulate
use of local, rather than global resources. Lomg teriented development of global business netwarks
then partly substituted by a short term pressurbusmess actors to develop local business netw(hksB-
>C->D)
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Comment:The long term development of global business netsyd.e. globalisation of markets in the "real
economy” is discouraged which will affect networtrizons as well as interactive coordination fororgse
adjustments both as regards routines and innowation

Proposition 3:Projects initiated by political actors for shatrh effects on resource use, in times of economic
recession, will change business actors” temporahtation for such projects from the future to tiresent.
Temporal profiles as well as interactive coordimiatin the network will be affected as well as tlework
structure. (A->C->D->B)

Comment:If the project is initiated by political actors @ncrisis situation, it is likely not a priori fullglanned
by business actors, but need to be so in a simet ffemporal orientation and temporal profiles fany
business actors will be affected.

Proposition 4:In times of economic recession business actorsrewst to the need for resource adjustment in
the short term perspective with, or without consatien for the long term development of network
relationships. There is a more autonomous coolidimat the first case and a more interactive cawtion of
temporal profiles in the latter case. (C->D->B..)

Comment:The two alternatives are based on different ndtwtbeories concerning the effectiveness of
interaction within long term exchange relationshipsere are likely both intra- and inter organiaaél
conflicts on how short term aspects of cost redacshould be balanced against long term presernvatal
development of effective relationships.(Cf. Klii985 which compares the two alternative adjustmemts
business cycles in the paper and pulp industry)

Proposition 5:1In times of economic recession interacting acteith a long term temporal orientation,
including past, present and future viewing dirattamd a wide spatial orientation will be able tombinate
temporal profiles of resource adjustment more &ffely than actors focusing on short term autonosnou
adjustments with narrow spatial orientation (C>B->B)

Comment:The proposition is based on the information frorarnsfla above which suggests that business
relationships involving long term agreements witkeavice/maintenance context and information exgban
about changing business conditions facilitatesuesoadjustments.
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