CHAPTER ONE

Defining the Contours of the
Strategy Process Field

Bala Chakravarthy, Guenter Muelier-Stewens, Peter
Lorange, Christoph Lechner

The label strategy process, to some, is an oxymoron. Strategy is about creativity and
innovation, whereas process smacks of bureaucracy and control, It is true that the
word process does carry with it some baggage. Perhaps “Shaping, Implementing and
Changing Strategy™ is a better label for the strategy process field. While labels are
important, it is even more important to define the contours of a field devoted to
shaping, implementing, and changing strategy.

Strategies, as we well know, are in part planned and in part emergent. But can a firm
have no strategy at all? Inkpen and Choudhury (1995) examine three situations where a
firm can be seen as having no strategy, that is, it is “strategyless.” The first such is an
artribution, valid or not, when a firm fails. External observers blame this failure on the
inability of its top management to set a clear strategy for the firm. The second is one
when the firm is in a transitional phase from one strategy to another. It may temporarily
appear “strategyless.” While the first two may be more in the eyes of the beholder, they
also point to a third situation, where they suggest a deliberate attempt on the part of top
management to create more flexibility and innovation by simply not setting strategies,

It is true that the sheer genius of top management is not enocugh to set a firm’s
strategics. In any large diversified firm, the enormity of this task is bound to exceed the
cognitive capacities of top management, Strategies are better realized through the
collective efforts of multiple organizational actors operating at many levels in the or-
ganization: functions, business units, and corporate. The shaping, implementing, and
changing of strategies requires the paradoxical blend of top-down and bottom-up
cfforts, planned and emergent actions, autonomy and collectivism in both decision-
making and action taking. The research on strategy process unfortunately has not
always been open to these paradoxical blends.

A Historical Perspective

In his pioneering work on corporate strategy, Andrews (1971) proposed that there are
two distinct phases to strategic management: “formulation” and “implementation.”
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While the emphasis in the formulation phasc is on decision-making, the implementa-
tion phase deals with how to convert these decisions into actions and thus achieve a
predefined goal. This classical view informed much of the early work on strategic plan-
ning and management control. Research in this tradition made the following assump-
nons:

1 Strategy process was regarded as a sequence of clearly defined phases: “formulation”
and “implementation,” or also referred to as “agenda building” and “decision,
implementation, and control.” Each phase involved multiple steps and included
rationally justified instructions on what had to be done at every step.

2 Decisions were the relevant objects of analysis. Strategy formulation was perceived
as a decision-making process, since it was through decisions that the agenda of the
corporation was shaped and defined.

3 The formulation and implementation of strategics was an active, gonl-oriented process.
Strategies did not simply happen spontancously nor were they just subjects of ex
post rationalization, but were made explicitly and deliberately, prior to action.

4 This process was initiated and driven by top management. Strategics shaped the
future of a corporation and therefore the responsibility for their formulation and
implementation had to rest with top management. Middle and lower management
participated in the ongoing process by providing the necessary information, serv-
ing as facilitators in both the formulation and implementation phases.

5 The possibility that corporations might not have a strategy at all was not dealt
with, nor even considered.

Each of the above assumptions has been seriously challenged by more recent rescarch.
In contrast with the rather synoptic and normative view of strategy in the classical
approach, Mintzberg (1987, 1994) offers four other perspectives on strategy that he
calis position, ploy, perspective, and pattern — in contrast with the other “p,” plan. Swrat-
cgy as plan shows the firm how to get from its current to its targeted position. On the
other hand, strategy as position refers to attractive destinations, markets and competi-
tive positions that are particularly advantageous to a firm. Strategy as ploy refers to
how a firm games the compctitive context in its favour. Strategy as perspective refers to
the firm’s view of the world and its own place in it. Finally, strategy as pattern refers to
configurations in the firm’s stream of decisions or actions. Realizing strategy is not
only a planned process but also an emergent one (Mintzberg and Waters, 1985). Con-
sequently, there has been an increase in the number of descriptive studies on strategy
process to counter-balance the carlier normative work. Recent rescarch on strategy
process has used more than one of the five Ps as a guide.

But, if strategy is an emerging pattern of decisions and actions, who gets to deter-
mine this pattern? According to Kirsch (1997), this has to be made by a collective
within the firm and not by any external observer. An individual, usually a senior execu-
tive, often has a pattern that he or she prefers. But this individual preference may not
necessarily be aligned with the views and actions of other cxecutives in the company,
not to mention the rest of the organization. Unless a common inter-subjective prefer-
ence for a decision or action stream exists and is supported at least by members of the
dominant coalition in a firm (its senior executives), Kirsch would argue that the pat-
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tern does not constirute a strategy. Therefore, Kirsch suggests differentiating between
individual strategics and corporate strategics. Strategy process is not an individualistic
process, but a collective one. The political interplay of individual and collective inter-
csts has to be examined in order to understand strategy better. In studies where the
object of reference is the chief executive officer only, it is clear that such methodologi-
cal individualism leads to shortcomings in the understanding of strategy process (Willke,
1993; Weick, 1995).

Huff and Reger (1987) propose a wider frame to understand strategy process. They
classify the research in the field using the three dimensions discussed above: (1) does
the research deal with strategy formulation and /or implementation (the classical dis-
tinction), (2) was the purpose of the study normative or descriptive, and (3) was the
theoretical frame of the researcher synoptic or individual /political? Using this classifi-
cation scheme, they identified the nine “streams™ of strategy process research (see
figure 1.1) that were published in seven leading journals from 1981 to 1987.

Others have proposed different classification schemes. Some of these are shown in
table 1.1. Useful as these schemes have been for distinguishing the work in the field,
none has been helpful for integrating this research. Chakravarthy and White (2001)
have recently provided a framework that attempts such integration.
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Table 1.1 Classification schemes for studying strategy process

Dimension Author(s) Categories
Process phases Andrews (1971) Formulation, implementation
Types of processes Garvin (1998) Managerial (direction sctting, negotiating,
control)
Crganizational (work, change, behavioural)
Modecs of strategy Hart (1992} Command, symbolic, radonal, transactive,
making generative
Research perspective  Chakravarthy/White  Rational: decision-making
{2001} Political: resolving goal conflicts

Evolutionary: action-taking
Rescarch purpose Huff/Reger (1987)  Normative, descriptive
Ratjonality of the Huff/Reger (1987}  Synoptic, individual /political
researcher
Assumptions about  Chakravarthy/Doz  Rational, bounded /rational, extra-rational
decision-making (1992)
Unit of analysis of Chakravarthy/Doz  Individual {in and outside the firm), firm,

the research (1992) environmental context (markets, sociery)
Guiding assumptions  Pettigrew (1992) {1) embeddedness: studying processes across
of the research number of levels of analysis; (2) temporal

interconnectedness: studying processes in
past, present and future time; (3} a role in
explanation for context and action; (4} a
search for holistic rather than lincar
explanations of process; {5) a need to link
process analysis to the location and
c¢xplanation of outcomes.
Phenomena Lechner,/Mueller- basic questions, phase-specific questions,
Stewens {2000) cross-sectional questions

A Proposed Integrative Framework

We have modified the Chakravarthy and White framework based on the learning from
the IMD-St Gallen SMS mini-conference (sce figure 1.2). The framework is a com-
posite of four distinct relationships: (1) the relations between competitive position,
distinctive competencies, business context, firm performance and financial market evalu-
ation, (2) the impact of decisions and actions on a firm’s competitive position and
distinctive competencies, (3) the influence of organizational context on the core clem-
ents of the strategy process, and (4) the dynamic equilibrium that top management
keeps a firm in through its continuous redefinition of the relevant strategy dynamics
for the firm.
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Adapting to Changes in the Business Context

The first {the lower part of figure 1.2) visualizes how a firm’s strategy and its distinctive
competencies mediate the effect of its business context on the firm’s performance (Por-
ter, 1991). Investigating this relationship is normally the domain of strategy content
researchers, but strategy process researchers must complement this work in important
ways by discerning how new competitive positions are innovated and realized, and how
distinctive competencies are accumnulated, protected and leveraged. The purpose of strat-
egy process research is to facilitate the realization of more innovative and defensible
strategies. But process rescarchers have not always included a strategy outcome in their
studies. When they do associate process characteristics with an organizational outcome,
it is often financial performance. But, financiat performance is but one input to how the
financial markets value a firm. Managing the expecrations of the financial markets is an
equally important factor. Strategy process must be concerned both with a firm’s per-
formance and its effective communication to the financial markets. Moreover, it must
respond to the concerns of the financial market by transforming the firm’s organiza-
tional context and modifying its decisions and actions. We call this feedback learning.

Outcomes of decisions and actions

Decisions and actions are often viewed as the core ¢lements of the strategy process,
though their relative importance to a firm’s strategy is a matter of some debate. We
accept that strategy is realized through both emergent and planned actions that imple-
ment prior decisions. In turn, these decisions and actions are continuously revised
based on feedback and feed-forward learning. Strategy formation and implementation
are closely intertwined. The relationship, captured by the mid-section of figure 1.2, is
between decisions and actions of a firm to: (1) the identification and realization of
innovative new competitive positions and (2) the accumulation, protection, and
leveraging of its distinctive competencies (Chakravarthy et al., 2002).

Ovganizationnl context and decision and action premises

The third relationship captured by the framework (the upper part of figure 1.2) is
between the organizational context of a firm and how it shapes the premises for both
decisions and actions within the firm {(Chandler, 1962). Organizational context in-
cludes: (1) a firm’s management systems, like structure, planning, control, human
resources management (HRM) and incentive systems, and (2) its informal organiza-
tion, including values, norms, culture, and leadership style. The importance of organi-
zational context in the shaping of decision and action premises has been long recognized;
and yet with rare exceptions like Bower (1970} and Burgelman (1983, 1996), there
are very few studies of this important relationship.

Strategy dynamics

Time is an important dimension for all elements in figure 1.2. Firm performance,
strategy, competencies, decisions, actions, business, and organizational contexts, all
change over time and influence cach other dynamically. The final component of the
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framework caprures this dynamic interaction. Strategy content research has distinguished
berween three levels of strategy: business, multi-business, and multi-national, and of-
fers a typology for each. The dimensions used to create these typologies reflect the key
tensions inherent in any strategy: cost leadership vs. differentiation, vertical vs. hori-
zontal integration, or national responsiveness vs. global integration. Figure 1.3 presents
a two-dimensional strategy space (S, and S,) capturing thesc tensions. The curved
solid line represents a sort of strategy frontier, where those firms with the current best
practice are positioned.

Ifa firm is not on the strategy fronter, improving /imitating advances the firm’s stra-
tegic position toward the strategy frontier. Other firms on the strategy frontier, or those
closer to it, provide the firm secking improvement ready benchmarks to follow. Having
reached the strategy frontier, a firm may start consolidating and maintaining this posi-
tion by monitoring its competitors and making incremental improvements (Hammer
and Champy, 1993}, or it may seck to innovate. Innovating goes beyond established
best practices and advances the strategy frontier (dashed line). Lastly, migrating involves
a change in a firm’s position along the existing frontier; for example, from differentia-
tion to low cost. While this is a significant change, it differs from innovatdng. A firm
migrating from one generic strategy to another has exemplars. The position it secks is
not new, Other firms, ¢lsewhere along the strategy frontier, have alrcady achiceved this
strategy and provide benchmarks. An innovator does not have this luxury, Nevertheless,
both innovaring and migrating arc more risky than improving, imitating or consolidat-
ing. Firms opting for innovation and migration not only seck a different market oppor-
tunity, they are also willing to redo their competence base.,
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Decfining the appropriate strategy dynamics for the firm is a key top management
responsibility. In multi-business firms, more than one dynamic may be necessary. Dif-
ferent types of process may be required to drive the four strategy dynamics described
in figure 1.3, For example, migrating from a differentiation to a cost lcader business
strategy, or changing from a local responsive to a globally integrated multinational
strategy may both require rebalancing the power structure in the organization (Prahalad,
1975). On the other hand, consolidating a successful business or corporate strategy
may be more of a rational process. The process should be similar for the same type of
dynamic even across different levels of strategy.

Contrast this with the tendency to usc generic strategies as outcomes in strategy
process research. There is no reason to believe that the process required to deliver an
innovative differentiation strategy should be any different from that required to deliver
an innovative cost-leadership strategy. It is innovation that distinguishes the process
and not the underlying generic strategy. Certainly, the cast of characters involved in
decision-making and action taking will vary with the generic strategy pursucd. For
example, product developers and marketers may be more important to differentiation
and procurement experts and operations managers may be more relevant to a cost-
leadership strategy. But the process they follow will be guided more by the strategy
dynamic that is being pursued and not the generic strategy under consideration or the
level (business, corporate, or international) at which it is pursued. While the core cle-
ments of strategy process may be in the patterns of decisions and actions that arc
witnessed in a firm, these have to be tied closely to its strategy dynamics.

Integrative framework

The proposed framework clearly demarcates what the appropriate outcomes are for
different types of rescarch: financial performance; competitive position/distinctive
competence; decisions/actions; or organizational /business context, depending on
which of the four parts of the framework a rescarcher is interested in.

A Guide to the Papers

Nine papers were selected from those presented at the IMD-St Gallen SMS mini-
conference on strategy process rescarch. These are presented in this book from chap-
ters 2 to 10. The papers are clustered into four streams using the framework proposed
here (sce figure 1.2).

A Longitudinal research on how a firm adapts to changes in its business context
(chapters 2 and 3)

B Linking organizational context to firm performance (chapters 4 and 5)

C Interaction between organizational context, process clements and competitive
position /distinctive competencies (chapters 6-8)

D Interplay between organizational context, process elements and performance (Chap-
ters 9 and 10)
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Stream A: longitudinal vesearch on adaptation

In this stream {See figure 1.4), we sclected two papers that examine longitudinally the
stepwisc development of a firm’s new competitive position and competence platform,
in response to a shift in its business environment. In Chapter 2, Cuervo-Cazurra de-
scribes how firms in Spain and Argentina in three different industries (paper, petro-
leum, and construction) have coped with deregulation and economic liberalization.
Contrary to the assertions of the two main schools of strategy: the resource-based view
and the activity-based view (or positioning school), neither the desired resources nor
targeted position were predetermined. Rather, in the better performing firms resource
accumulation and activity scope co-evalved, mutually influencing each other through a
multi-phase process. The author concludes that the competitive advantage of a firm is
more likely to be sustained when it pursues a co-evolutionary process rather than when
it choosces a unidirectional process of transformation, where a predetermined resource
or activity architecture drives change.

Three quartets of Argentinean and Spanish firms, each from a different industry,
were selected for the study. In cach quartet there were both high- and low-performing
firms. This set up a nice experimental design. Cuervo-Cazurra measured resource ac-
cumulation in the 12 sclected firms along eight dimensions (production team, human
resourccs, organization, finance, technology, production supply network, and market-
ing) and competitive positioning along three dimensions (vertical integration, hori-
zontal diversification, and internationalization). The study used structured interviews
and company archives to collect its data, and an innovative qualitative analysis method
to analyze the data.

Siggelkow, in chapter 3, presents the second study in this stream. He distinguishes
between fit-destraying and fit-conserving environmental change by looking at the im-
pact that they have on what he calls the “performance landscape.” The quality of
external fit or the appropriatencss of the choices a firm makes given its business con-
text, is represented by its height on the performance landscape. A peak on this land-
scape represents consistency among these choices, or internal fit. Further, the stronger
the degree of interaction among a particular set of choices, the steeper the associated
peak. Siggelkow visualizes environmental change then as changing the performance

Innovating Accumulating and protecting
Competitive position Distinctive competencies
Realizing Leveraging

Business
context

Firm performance

Figure £.4 Stream A: adapration to changes in the business context
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landscape: the height, shape, or location of its peaks. In a fit-destroying change, the
firm no longer occupies a peak, whereas in a fit-conserving change the firm still occu-
pies a peak, bur its height is now reduced. Using this performance landscape meta-
phor, the author goes on to describe the choices made at Liz Claiborne in the early
1990s in response to a changing business context. The company’s external fit de-
creased, while there was no change in its internal fit. In the author’s terminology, this
meant that the company was challenged by a fit-conserving change. Top management
reacted sluggishly, changing only partially its sct of choices for activities in the value
chain. A new leadership team that came in 1994 had to change the choices and reverse
the ensuing slide in performance.

The Siggelkow study underscores the findings of Cuervo-Cazurra. Transforming a
firm’s activity set or resource pool is especially difficult if the environmental change is
fit-conserving. The firm’s inertia prevents it from scaling back from the performance
peak it is occupying, even though the changing landscape keeps reducing the height of
this peak progressively. The process of co-evolution, where resources and activity scope
are changed iteratively, could be a way of breaking this inertia. While neither study
helps us understand the processes of feed-forward and feedback learning (shown in
figure 1.2) which are associated with this co-evolution, they point to important prob-
lems which are worthy of further study. It would be interesting, for example, to visu-
alize how Cuervo-Cazurra’s co-evolution would look on Siggelkow’s performance
landscape. Is co-evolution a dynamic process in the steady state or a transitional proc-
ess to get to a steady state? How does co-cvolution trade off internal for cxternal fie?
Why does it take a new management team to shake off a firm’s incrtia? What is the
process of abandoning internal fit? How does a firm gather valid information on emerg-
ing new external fits? Can a firm not shape its business context to ensure the durability
of its internal fit? How? By addressing the dynamics of strategy, the two papers take us
beyond the commion preoccupation of content researchers with static fits and cross-
sectional studies. They generate a host of interesting research questions for the other
streams which are deseribed in this book.

Stream B: linking ovganizational context to firm performance

In this stream we present two papers that typify rescarch that secks to identify the
enduring contextual factors that influence superior performance (sec figure 1.5). While
it is easy to criticize this stream of research for ignoring all of the other intervening
variables in figure 1.2, it secks to identify the necessary contextual characteristics with-
out which superior performance is less likely.

In chapter 4, Schnatterly and Maritan analyze the reasons for differences in the
market to book value (M/B) of otherwisc comparable firms. Using the resource-based
view of the firm, they posit three kinds of éntangible assets as sources of this value gap:
resources and capabilitics, operational governance mechanisms and high-level govern-
ance mechanisms. They hypothesize that the stronger each of these intangible assets,
the higher the market-to-book value of a firm.

However, reputation is not an organizational context clement; rather, it is a distinctive
competence of the firm. But the two governance variables in their study refer to a firm’s
management systems. These include: composition of the firm’s board of directors, the
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structure of the compensation package for its CEO, accounting systems, policics, proce-
dures, contingent pay for employees, and the use of teams or other liaison roles to facili-
tate communication. Using a content-context analysis methodology, the authors measured
cach of their independent variables for 38 matched pairs of companies.

The study found that a firm’s technical reputation was not a significant discrimina-
tor of market,/book value (M/B). This is not surprising. Figure 1.2 would suggest
that competence influcnces performance, only in conjunction with a firm’s competi-
tive positioning. However, reputation did impact financial valuation in the study, as
figure 1.2 would have suggested. As for the organizational context variables, the re-
sults were mixed. The authors speculate why this was so in their chapter. While the
findings of the study may be disappointing, they at least point to the contingent nature
of the variables studied.

In chapter 5, Camillus reports on the distinguishing characteristics of the strategic
planning process in the “benchmark™ companics that he studied. He suggests that all
planning systems can be examined under four phases: generation and prioritisation of
issues; generation of alternatives; evaluation of alternatives; and implementation and
communication. The study looks at 22 benchmark companics from Asia, Europe, and
North America that are known and accepted as “best-practice™ companies in the field
of strategic planning. It contrasts their planning characteristics with that of 80 others.
Camillus found that the benchmark companies engaged in continuous improvement
of their planning processes, emphasized qualitative over financial analysis, integrated
strategic and business planning into a single cycle complementing these with an issue
management process, sct stretch goals, developed detailed and specific action plans,
valued planning managers and emphasized good communication. Useful as this short
list is, Camillus does not offer a model of causation. Future studies can fill in the
missing links between organizational context and performance, as suggested by figure
1.2. By providing a shortlist of process characteristics to focus on, studies of this genre
help sct the research agenda for the next stream.
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Stream C: intevaction between context, process clements, competitive position and
competencies

Examining this interaction is essential for gaining a profound understanding of the
strategy process (sec figure 1.6). Three papers in the book fit this stream. In chapter 6,
Sehwarz looks at the impact of the shared beliefs in a team on its decision-making
process. Using a grounded theory methodology, Schwarz chooses a single-ficld set-
ting within a European multinational firm and carrics out a two-ycar longitidinal in-
depth field study. The triggering event for the study is the attempt ofa service manager
to communicate a new product idea to senior managers and to gain their support and
commitment. In the beginning, each of them differed cither in their valuation of the
idea or on their perceptions of the service manager’s ability to exccute the idea. While
group A believed both in the idea and in the manager, group B just liked the idea,
group C only trusted the service manager, and group D was sceptical of both. Then,
strategic debates between the “like-minded” took place. They exchanged their per-
ceptions verbally and became aware of their similar attitude towards the new product
idea and for the service manager. By doing so, the previously invisible groups now
became “visible.” This in turn led to a meaningful debate on the idea and the likeli-
hood of its realization, followed by the formation of a critical mass of supporters and
the final decision to pursue the initiative. By elaborating how management tcams go
about making a strategic decision, Schwarz sheds light on how clements of a firm’s
organizational context shape decisions.

In the following chapter, Narayanan, Kemmerer, Douglas, and Guernscy, identify a
six-stage process model for building “fast-cycle™ capability in drug development and
describe the triggers, challenges, drivers, transition mechanisms, key actors, micro-
politics, and cognition required at each stage. The six stages they identify are: activa-
tion, articulation, mobilization, implementation, diffusion of routines, and retention
of capability. The research design is based on a nested case study within one corporate
setting, conducted over a three-year period and employing diachronic and synchronic
analysis techniques. As the authors are interested in capturing the formation of a capa-
bility at the organizational level, they first observe six discrete drug development projects
and then study their spillover effects at the organizational level. This innovative ap-
proach avoids the usual trap of inductively leaping from a single project on to the
organizational level. The authors employ a social constructivist perspective for their
study, showing how in the development of the desired capability, several COMPromises
and adaprations had to be made by the actors involved. Building a new capability
required the gradual transformation of the prevailing belicf system. Together with the
Schwarz study, this research points to the important interaction berween belief sys-
tems, competitive positioning, and capability building.

In chapter 8, Wielemaker, Elfring, Volberda, and Baden-Fuller argue that the suc-
cess of strategic initiatives depends on how supportive or hostile the organizational
contextis to that initiative. They further show that the approval of an initiative can be
better supported by appropriate conditions when these are adjusted to the phase in
which it is. The phases are defined with reference to the search for knowledge and
resources in the development of an initiative: linking, interpreting, and integrating.
Organizational conditions are measured by control and support systems, organizational
form, administrative and incentive systems, and managerial roles. The study is done
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using a multiple casc study design. Twenty-five initiatives in three Dutch companies
from different industries were analyzed in depth. This chapter provides an important
complement to the studies on resource allocation by also focusing on how organiza-
tional context shapes the formation of an initiative and not just its approval.

Stream D: co-evolutionary interplay of context/process/ontcomes over time

This is the most ambitious in scope of the three streams. We have included two chap-
ters in this stream. In chapeer 9, Lyles, Szabo, Kocsis, Barden, Dhanaraj, Steensma,
and Tihanyi assess the relationship between the context, process, and survival of inter-
national joint ventures (IJVs) in Hungary. They further qualify survival as continua-
tion as an IJV, absorption by the forcign parent, or by the Hungarian parent. The
paper employs a mixed rescarch strategy, following a quantitative analysis phasc, with
a qualitative phase. In phase one, 159 IJVs are analyzed. Using multinomial logit
analysis, the authors examine the impact of learning, unlearning and innovation on the
governance state of the IJV: bankruptcy, 100 percent foreign ownership, 100 percent
Hungarian ownership or continuation as a joint venture. The authors report several
important findings. Of interest here is their observation that when an ITV was learning
well from the foreign parent and was also performing well, the Hungarian parent was
more likely to stay engaged and scek the continuation of the ITV. This shows a symbi-
ofic relationship between process, financial performance, and organizational context.

In phase two, the authors conducted in-depth interviews in four select Hungarian
IJVs. They observe that only after a joint venture became familiar with the basic prin-
ciples of operating in a market cconomy, knowledge transfer from the foreign parent
could begin. The study points to the important role played by the informal organiza-
tion in a firm in structuring its decision and action premises. Only after the IJV had
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absorbed the vatues and norms of a market economy, its decisions and actions could
be modificd based on the learning from its foreign parent. The study further goes on
to suggest that transforming the IJV’s management systems, including its organiza-
tional structure, core busincss systems, and managerial processes, may be a first step in
changing its values and norms. Understanding the relationships between the formal
and informal elements of a firm’s organizational context is another important topic
that needs further study.

Chapter 10 of the book, authored by Volberda and Baden-Fuller, addresses the
broad question: How do large multi-unit firms renew? The authors take an evolution-
ary perspective on the development paths of a company and its business unirs. Based
on the assumption that the survival of a company is best achieved when a firm is able to
balance exploration and exploitation in its activities, they derive three generic ways to
achieve the desired balance: (1) within cach business unit; (2) through an appropriate
portfolio of business units balanced at any peint in time; and (3) through an appropri-
ate portfolio of business units which may not be in balance at any given time, but is
over a longer period. There are four different paths toward this balance: naive selec-
tion, managed selection, hierarchical renewal, and holistic renewal. Each is defined by
the active or passive roles played by frontline managers and top management in the
renewal journey. The authors do not tie their four renewal paths to the three generic
ways of balancing exploration and cxploitation that they posit. But there is a likely
relationship.

The notion of strategy dynamics discussed earlier {See figure 1.3) maps well onto
the concepts of exploration and exploitation. Volberda and Baden-Fuller correctly
point cut that the latter two have to be in balance. In fact there may be at least three
different ways to achieve this balance, each appropriate to a different business context,
Thus given the business context that a firm operates in, there are certain strategy
dynamics that are vital for its renewal. Once these are determined, through the process
of serting a firm’s purpose, figure 1.2 would suggest thar the firm’s organizational
context and process elements must be aligned to this purpose if sustained superior
performance is to be expected. Both papers in streamn D, that by Lyles et al. and Volberda
and Baden-Fuller, suggest that this alignment has to co-evolve. Strategy process re-
search has done well to move away from cross-sectional to longitudinal studics, Its
next challenge is to move away from simple causal models to more complex co-evolu-
tionary models thart link purpose, context, process, and outcomes.

Summary

The nine chapters {chapters 2 to 10) are summarized in table 1.2. We see a broad
spectrum of research topics and methodologies. This gives us a glimpse of how rich
this field is, as well as its white spaces. Most of these papers used a qualitative research
methodology duce to the carly stage of theory building in the field. Where a multiple or
comparative case study approach was used, we find different sampling logics (matched
pair design, industry quartets, etc.). The number of cases used in cach study range
from 1 to 38. Two papers combine comparative case studics with quantitative analysis.

Studies under streams A, B and D use firm performance as an outcome, but these



Loag
ALreuonnjoag

[EATAINS ULILE

syied
feuonnjoaa
-03 Inoj

put s{awmof
jeaauas ouauaf
32013 5aqUDsa(]

wawsdeurw
afipajmowy

[EALAINS UL

SINSLROTIEYD
Sunurcapun
/Suurea)

1911 s2INSEINU
put sanoiae
[eatuns

Inoj sayIsstD)
AeSunpy

W SA[T

AN0J U0 SAPTS
asea dn-mojjog
‘sisd[eue nof

RELETH
L>uafunuon

souofaes
XAu0d

¥ pue ssasoad
wawdopaaap
aseyd-aa1)y

e sasodoyg
SIXAIUOD
Jeuoneznedio
Susayp

yim saedwod
ymngg 281y
2311 SSOIIE
sasneniut g7
Jo uonraad pue

u1 sA{] SEF Sumonipuos A
Jo daamns v uo dpmas ppy v

[Efwougnw
Aq pamojjo)
tOrfungy
Apras
jeadasuny
{AfT uT
10j sanuouo
-XE] Jestuns
In0j) Nyl
pue Sunuedun
/Bunueay
EMOUM UIDAIN
LUTTTRTIL T T diysuoneym
adir] op M0 DU S1ITYAL
SN /553000

Jiauo)) jo feidiawg g

¢oseyd
1wswidojaaap
IR

Aea aaneoun
ue J0j 1X31U0d
[cuoneziuedio

241 530p MOH

Jo pppour 38eas
-x1s ¢ sdopaaa(g

Apqede apdo

[[PLS}Y UoUT Ry

1SLRINNSU0D
lewog

ssasaud
uoIsIp
nfarens pue
Spfaq pareys
IEETNEN]
dwsuonejaa
[eooadan
a3 sounTxy

uy
[euonEUn|TW
ueadoing

e ut Supjet
~UoISIIAP

pue swosds
J212q jo Apnas
[eutpnidiuory

{Bunjew
uoIsIIAp
srdanens uo
5J91j3q paIcys
Jo vedun
UL SEITYAL

U3 ssanosd pue

SMILATIIUE puE

MILA pastq
-221N0s3Y

ones

}00q /1345y
SWISIEYIU
ERITATERXT

puE ‘swasds
wsuwaFeuvin
520IN05I (513558
arqeduriu
Josadiy

sanp sasodorg
sisd[eue Juem
-wusip {(H38)
uonIB|03

BIED 2ABENEND)
"sones

/W udy

pue a8esaae yum
sauedwod jo
saed payarewe
WRe-dmy,

{uonen[eA
1ITIY

JepuEuy su
1edunt sanosay
)1 pUe 3XNUOD
[ruonezsedio
s,uuy € jo
S3INIEI) OP MOH

ssueuniopad way 01

IXIU0D [TUORTZIVEDIO UIIMIA] UONIEINU] 1) 1X31000 [euoncziurdio Funury g

MI

paseq-Aaanoy

uonenjea
1IN
safueyd
[euraxa

01 121

01 Qe sul
SI52gJe SINATIOE
s,uny v Juowe
wywysace

MO SI5SUPPY

SAR1AIIUL
P12y pue eiep
[eatyaze Suisn
suloqie)y ZIn
Jo dpms ased

Fupiuo) v

FIUDWIUOIAUD
[eessxs

s ut safueyd
01 padepe

1y [ewau
5,113y € ST MO

pascq-Ananoe
pue -331n0s3y

uoneidepy

2ajoAd

-03 {suoIsuawp
¢ Suoje)
$31LANDE pue
(suoisusunp g
Suoje) sazinosas

MOY 53qLII53(]

popaw ssadaxd
58en8uey -uedg
put eunuadry

Ul UONINNEUOD
pue ‘wnajonad
‘1aded :samnsnpus
WAIIYIP 32NN W
aTa *SasED N0 Y

£3A]0A2

-03 {uomsod
2annadwos)
SINANDE

PUE 532IN052J
5.ULJy © Op MOH
24rasad

WD [ewpnnduo] v

aanpadsiad
[eanazoaN ]

asuewiopad
Wy 03 Jur]

mode] {pmg

ASojopoysy

uonsonb yaseasay

WEINS JUE5TY

Bng-uspeg
/EpIgIop 01

QLR E]

AT g IMrmdpPIg §  utuvAmieN /

‘eI

Ziempg 9

UTILE
JApaaemps

moy38is ¢

TunzeD
-OAIND) T

samdeya a1 Jo matuaaQ 7' 21qelL




16 BALA CHAKRAVARTHY ET AL.

are variously measured as successful adaptation, survival, best practice or financial mar-
ket valuation. Practitioners would prefer greater use of financial market measures in
strategy process research. Only two studies oblige. The three studies under stream C
did not use firm performance as an outcome variable and rightly so. The field needs to
develop strong theories on how intermediate outcomes such as competitive position
and distinctive competencies are developed, and on how the premises that drive ac-
tions and decisions are sct. It was refreshing to see these authors avoid the mindless
rush to throw in a firm performance measure that would have been inappropriate
given the focus of their studies.

While we have tried to provide a road map of what is to come, we hope the reader
will enjoy reading the ninc excellent studies that follow in their entirety, and appreci-
ate the creative ways in which these authors have approached difficult problems. After
you finish reviewing these papers we will be back again in chapter 11 to offer some
closing comments.
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