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introduction to strategy-as-practice and narrows down to the main research question. Inthe two
chapters that follow, extensive literature research and the description of specific qualitative
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1 Introduction

This thesis examines how recursive and adaptive tendencies in strategic practice influence the
strategic action of fast-growth SMEs in the healthcare sector. Businesses today are faced with
economicenvironments that are continuously changing, unpredictable and increasingly more
complex. Adequate strategic management has become pivotalto firm success and survival in these
unstable environments (Grant, 2003). This particularly applies to SMEs that experience fast growth.
Lee (2013) defines a high-growth firm as an organization that experiences orexpects a20% annual
growth rate overa period of 2 years. Firms that meet this criterion are likely to go through a state of
strategic turbulence. Problems may arise in areas such as recruitment, management skills and overall
employee skills (Lee, 2013). Strategies might have to be readjusted regularly based ontheissues
that arise during rapid growth. This makesthe analysis of strategic managementinthese firmsan
interesting topic to investigate.

Strategy in its economicsense has beenresearched abundantly inthe academicworld. This research
however, investigates strategy from a more sociological perspective through the concept of strategy-
as-practice. Strategy-as-practice is a field of research that focuses on ‘how managers act and interact
in the strategy-making process’ (Whittington, 1996). This body of research, although relatively young,
has grown substantially because of the absence of actors and their activities in most academic
articles on strategy (Hambrick, 2004). Jarzabkowski & Whittington (2008) for instance, state that
‘strategy researchis populated by multivariate analyses of firm or industry-level effects upon firm
performance’ and highlight the need forresearch thatapproaches strategy as ‘somethingthat
people do’. Soinstead of merely focusing on the strategic effect-performance relationship, the
strategy-as-practice approach attempts to generate a more comprehensive and in-depth analysis of
what actually takes place in strategic management.

An approach through the lens of strategy as a ‘practice’ suggests that strategy is an activity that can
be learned by repetitive execution. As with any craft or activity, practice resultsin competence which
is oftentied to a desired outcome. Jarzabkowski(2005) refersto this as ‘intentionality’, which on an
organizational level, is an activity that ‘will be consequentialforthe organization as a whole’. This
does notsuggestthat intentions will be met, but ratherthat strategic activities are executed to reach
a desired outcome like profitability or survival. Strategic intentis influenced by the recursive and
adaptive tendencies of all participating actors within the firm which translates into strategic action
overtime.

This study puts a particular focus on top managementto betterunderstand strategic decision-making
and organizational action. The SMEs in this research have a rather flat organizational structure with
no middle management. Top managementis at the center of the strategy making processin these
firms. This study does notassume that strategy is purely planned or created top-down. [t much
rather suggests that top managementis the mostsuitable perspective to take in analyzing strategy
because of its position within the firm. Due to formal position, top managementis mostly occupied
with strategic decision-making processes and has the most access to resource allocation for strate gic
endeavors (Pettigrew & Whittington, 2001) (Hendry etal, 2010). Scholars have also found that
variation in strategicaction is predominantly due to strategic decisions of those who have power
(Corneretal, 1994). This supports the choice of a top-down approach in which top managementis
the main construct from which data will be extracted.

This research draws on social theory to study two main themes within the field of strategy as practice
which are recursiveness and adaptability. These two key components of practice play an important
role in the strategic success and long-term sustainability of firms. An adequate balance of routinized



work and organizational transformation assists in the prevention of performance diminishing
phenomenasuch as organizational inertia, path dependency, the Icarus paradox or core rigidities.
These are examples of universal phenomenathat can negatively influence firms regardless of size,
industry or geographic location. Naturally, there is a need to investigate recursiveness and
adaptability since it has potential implications for a broad spectrum of firms within the strategic
management literature. Furthermore, the investigation of these constructs contributes to our
understanding of strategicdilemmas, identifies stimulators and inhibitors of change and providesa
deeperunderstanding of the execution of strategy in firms.

All'in all, recursiveness and adaptability form the basis of important tensions and dilemmas that
practitioners experience. The fundamental predicament that many practitioners encounteris having
to reconcile the conflicting needs for stability and change. On one hand, businesses need the ability
to adapt to quickly changing environments. Onthe other hand they also need stability and routines
to function more efficiently (Mintzberg, 1994). This research intends to investigate the coexisting
tensions between recursive and adaptive practices and how these influence strategic action.

The main research question of this study is:

How do tendencies towards recursive or adaptive use of practices influence strategic action over time
in firms thatexperience fast growth?



2 Literature review

The next part will delineate the main constructs of this research in an attemptto frame and support
the main research question better.

2.1 Strategy

Strategy researchis often conducted with the pursuit of answeringthe ‘What should the firm’s
strategy be?’ question. This surpasses crucial elements such as the challengesthat arise in executing
strategy or how they grow into existence in the first place. The problem within mainstream strategy
research is that strategy has beeninterpretedin a one dimensionalway. Strategy is not merely
somethingthata company ‘has’ to make profit. To better understand the different dimensions of
strategy, it may help to dissect the different elements from its definitions. Overthe years strategy
has been defined in many ways by academic researchers. Higgins (1989: p.166) describes strategy as
‘a majororganizational plan foraction to reach a major organizational objective’. Mintzberg (1994:
p.23) defines strategy as ‘a plan, or something equivalent-adirection, aguide or course of action into
the future, a pathto get from here to there’. Otherdefinitions of strategy include: ‘the plans made,
or the actions taken, in an effortto help an organization fulfill is intended purposes’ (Miller, 1996:
p.38), and ‘a general plan of action for achieving one’s goals and objectives’ (Nickols, 2016: p.3).

The three recurring themes in these definitions are ‘a plan for the future’, ‘actions that are to be
taken’ and ‘meetingintended objectives’. The first theme emphasizes the fundamentally teleological
nature of strategy, implyingthat it is oriented towards the future (Jarzabkowski, 2005). Strategy
formulationsin business contextfrequently include a company’s vision, goals, directions and
objectives. Allthese elements form an anticipated and desired future state. The second theme
implies that strategy has to be executed through action. For this reason, strategy is considered to be
a situated activity that is constantly under construction (Jarzabkowski, 2005). The third theme
suggeststhatstrategyis an intentional activity that is directed towards a specific objective. The
objective inthis case might not always be achieved because the intended can sometimes have
unintended consequences as well.

2.2 Practice

In social theory, practice is conceptualized in different ways. Kant (1994) describes practice as an
‘activity seeking a goal’. Practice is considered an ‘umbrella construct’ which means that it
encompasses multiple constructs and phenomena (Floyd, 2011). The problem with such a construct
is that it tends to have issues of validity and operationalization. It is thus important to understand the
different perspectives from which practice can be viewed. The main concepts that underpin practice
in social theory are its repetitive nature, its teleological element, and the intentionality behind it.
Turner(1994) suggeststhree possible perspectives to analyze practice from. These are the individual,
the collective-object and a dualistic perspective. The individual perspective investigates practice
within individuals. This can be observed through the consistent habits of these individuals. The
collective-object perspective suggests that practice can be analyzed from a group of individuals that
act as a collective. This study uses the dualistic notion which acknowledges both perspectivesand
combinesthem.

2.3 Strategy as practice

Strategy-as-practice is an approach to analyze strategy, or more specifically, strategic practice, froma
sociological standpoint ratherthan an economical one. It is concerned with ‘how managers act and
interact in the strategy making process’ (Whittington, 1996). Strategy is thus considered to be an



interaction of people ratherthan actual organizational property. In order for strategy to be
practicable, it hasto be executable repetitively overtime. Therefore, strategy is interpreted asa

situated activity that is directed towards an intended goal.

Strategy-as-practice approaches strategy through three main constructs. These are praxis,
practitioners and practices (Jarzabkowskiet al, 2007, Whittington, 2006). Praxis is the work that
makes up strategy. Orin otherwords, the stream of activities thatallow strategic objectivesto be
accomplished overtime. Praxis can be analyzed from three different levels which are micro, meso
and macro (Jarzabkowski & Spee, 2009). Micro-level praxis examines what people are doingon an
individual or group levelto explain a specificphenomenon. Meso-level praxis deals with
organizational levelanalyses to explain strategic change or patternsin strategic action. Macro-level

Individual actor internal
- CED

- Board member

- Middle manager

Aggregate actor internal
- Top management
- Middle management

Individual actor external
- Consultants

- Gurus

- Regulators

Aggregate actor external
- Trade unions

- Business schools

- Media

praxis attempts to explain strategy
praxis at an institutional level. This
ofteninvolvestryingto explain
patterns of action in a specific
industry (Lounsbury & Crumley,
2007)(Jarzabkowksi & Spee, 2009).

Strategy practitioners have been
broadly defined by Jarzabkowski
and Whittington (2008: 101-102)
as: ‘those directly involvedin

making strategy - most
prominently managersand
consultants - and those with direct
influence - the policy makers, the media, the gurus and the business schools who shape legitimate
praxis and practices’. The term strategy practitioneris thus not limited to the individuals within the
firm of analysis. Jarzabkowski & Spee (2009) have found two main ontological dimensions to identify
practitioners. The first dimension distinguishes between the practitioneras an individual or an
aggregate actor. The second dimension differentiates practitioners within the organization and
practitioners from the outside. Examples of each dimension can be foundin table 1.

Table 1 Dimensions of practitioners

The strategy-as-practice field has attempted to translate the concept of practice, as it derives from
social theory, to a strategic context. With this in mind, strategic practices can be defined as ‘the
social, symbolic and material tools through which strategy workis done (Jarzabkoswki & Whittington,
2008: p.2). This includes theoretical or practical tools as wellas materials and technologies through
which strategy work is possible. Examples of practices in this contextare Porter’s five forces,
PowerPoint, flipcharts and budget systems.

2.3.1 Recursiveness versus adaptability

In the field of strategy-as-practice, recursiveness has been associated with inertia and the inability to
adapt at moments when change is required. Clark (2000: 67) defines recursiveness as ‘the socially
accomplished reproduction of sequences of activity and action because the actors involved possess a
negotiated sense that one template from theirrepertoire will address a new situation. There can be
a durability about recursiveness that constrains attempts to transformthe sequences’. This suggests
that the actors within a firm are expected to behave within an established set of rules or procedures
because the common belief is that this will address future problems in an optimal way. Therefore,
recursive strategy tendsto reproduce the status quo (Clegg, 2011).



Successfulfirms are often unique in their core competencies and resources butit is these exact
idiosyncrasies that could also turn into core rigidities. Firms develop practice routines, standardized
decision-making processes and systematic resource allocation in a pursuit towards efficiency,
competence and stability. The goal is tofind acceptable solutions to complex problems without
having to search the entire landscape of possibilities (Netz, 2019) (Oliverand Roos, 2005).
Consequently, recursivetendencies becomea place from which both efficiency and inertia originate.
This duality of recursive practice is articulated as a paradox for successfulfirms thatare often
conflicted between stability and change.

The concept of adaptability describesthe varying degrees of change that are constantly happeningin
a firm’s strategic practices. Adaptive practices are characterized by their exploratory and
transformative nature. These practices are often incrementaland disjointed steps that take direction
towardsthe intended objective based on external pressures. Inevitably, the renewaland
transformation of a firm’s practices are trivial to its survival and success overtime. Strategic direction
setting, decision making, innovation, and research are common examples of adaptability in a firm.
This study will investigate both recursive and adaptive tendencies to explain strategicaction over
time.

The duality of recursiveness and adaptation requires close attention in strategy-as-practice research
since it underpins a significant part of the daily practice of managers (Jarzabkowski, 2004). Firms
need recursiveness to capitalize on routines and adaptability to develop the capacity for reinvention.
One of the enduring problems fortheoriesis how a firm’s social system can be prone to the
repetitive reconstruction of practices while maintaining the ability to change (Presenza, 2017). The
investigation of recursiveness and adaptability in the context of firms is thus a well-founded
approach forthe purpose of this study. It provides us with a better understanding of the effects that
recursiveness and adaptability have on a firm’s strategicaction, and shows us how companies
attemptto reconcile between the two to achieve optimal performance.

2.3.2. Recursive and adaptive tendencies in strategic management literature

Since this case study intends to identify recursive and adaptive tendencies, itis important to assess
the tendenciesthat have already beenidentified inthe current literature.

Recursive tendencies in strategic management literature

The development of the construct recursiveness explains our need to better understand how
organizations can lose their flexibility and become inert. Path dependency, which has gained
prominence overthe years, is one of the conceptionsthatis usedtoilluminate these inflexibilities.
Overtime, severalstudies have taken the concept of organizational inertia and linked it to path
dependency (Sydow et. al 2009) (Schmid, 2017) (Dow, 2018). More specifically, Sydow (2009) has
used path dependency toilluminate organizational rigidities and inflexibilities and Dow (2018)
describes how the presence of path dependency discourages change. Furthermore, Schmid (2017)
has stated that inertia might arise fromrigidity in path dependentinteractions between human
actors and material artifacts. The common denominatorin these studies is the link between path
dependency and organizational inertia. This correlation is relevant since it has potentialimplications
for path dependency as arecursive tendency.

Researchers of organizational change have also focused on cognitive inertia to explain rigidities that
inhibit an organization’s ability to adapt (Ertl, 2020)(Li, 2016)(Alds-Ferrer, 2016). Cognitive inertia
describesthe phenomenonin which managers fail to reevaluate a situation because of an
overreliance on existing values and beliefs (Ertl, 2020) (Alds-Ferrer, 2016). In a recent contribution,
Ertl (2020) statesthat cognitive inertia is caused by routines that are embedded in an organization



which hampers transformation. Furthermore, Li(2016) explains how the human inclination to rely on
familiar assumptions can hamperan organization’s ability to change. The link that is drawn between
cognitive inertia and impeded organizational transformation in these recent studies indicates its
potentialas a recursive tendency. This information is relevant for this thesis since it offersabetter
understanding of the results. It allows for coded information to be interpreted betterand offers...

A third construct that has been linked to recursiveness s the use of heuristics (Jarzabkowski, 2004).
Heuristics are the rules of thumb for reasoning, a simplification or educated guess thatreduces or
limits the search for solutionsin domains that are difficult and poorly understood (Pellegrino, 2018
:p.41). The simplicity of heuristics is also the very source of their robustness. In a recent study,
Mousavi(2017 p.368) stated that heuristics avoid the fine-tuning of parameters that can cause large
estimation errors underuncertainty and particularly under changing environmental conditions. The
strategic turbulence thatis inherent to the context of fast-growth SMEs suggests that heuristics could
be a potential source of recursiveness.

Studies of managerial hierarchy have also investigated its effect on the adoption of new practices.
Managerial hierarchy is present whenin an organization whenthereis a clear hierarchy among
employeesand managers. According to Cumming (2016), SMEs often lack hierarchical structures.
This can be detrimentalto the organization wide adoption of new practices. Managerial hierarchy
works to ensure reliable execution of set out tasks (Lee, 2017). This is important when dealing with
employees that stick to recursive practices in a refusalto change.

Table 2 summarizes how the aforementioned recursive tendencies have emerged in extant literature.
The relevant findings of these studies form a frame of reference in the identification of recursive
tendencies. This creates a connection between the results of the thesis and findings from the
literature. Considering that this study investigates two SMEs, examples of individualand
organizational leveltendencies were only deemed as useful comparative constructs. The
ethnographicapproach of this study lends itself forthe analysis of tendencies atthese levels.



Table 2 Examples of recursive tendencies in strategy literature

Recursive tendencies

Extant literature

Relevant findings

Path dependency

- Sydow, 1., Schreydgs, G., & Koch, ). (2008].

- Schmid, A M., Recker, 1., & Vom Brocke, 1.
(2017)

- Dow, D, Liesch, P., & Welch, L {2018).

-Refers to path dependency as imprinting effects of the past on
arganizational behavior. |s used to illuminate organizational rigidities,
stickiness or inflexibilities.

- Imertia might arize from rigidity in the path dependent interactions
between human actors and material artifacts. In terms of & path
dependency it could thus be hypothesized that, owver time, the
exploitation of potential affordances decreases as the use of an
artifact becomes rather routinized and habituzl than improvisational.

- Describes the potential for a negative self-reinforcing cycle that
discourages change which generates path dependency. States that
there is & link between organizational inertiz and path dependency.

Cognitive inertia

- Alos-Ferrer, C., Higelschafer, 5., & Li, ). {2015).

- Li, 1., Liu, M., & Liu, ¥. (2015).

- Ertl, 1., Setzke, D 5., Bdhrm, M., & Krcmar, H.
[2020).

- Cognitive inertiz describes the phenomenon that managers might fail
to reevaluate a situation, even in the face of change. It can give rise to
the perseveration of :uboptimal strategic decisions in organizations.

- Inertia describes the human inclination to rely on familiar assumptions
znd exhibit a reluctance and/or inakility to revise those assumptions,
even when the evidence supporting them no longer exists or when other
evidence would question their accuracy. It creates resistance to

arganizational change.

- Cognitive inertia assumes that people act based on their existing values
as they have done in the past. It is caused by routines that are
embedded in an organization and describes the degree of stickiness in
organizational transformation.

Hewuristics

- Mousavi, 5., & Gigerenzer, G. (2017).

- Pellegrina, R., Cinici, M. C_, & Baglieri, D.
[2018).

- Heuristics are robust and can cause large estimation errors under
uncertainty and particularly under changing environmentsl conditions.
It can stop the search for information before all attainable information
is examined.

- A heuristic is defined as a specific instantiation of 2 strategy that
ignores part of the information available. Draws attention to the biases
of intwition and the possible negative role of heuristics in forming
judgements and decision making.

Managerial hierarchy

Adaptive tendencies in strategic management literature

- Lee, M. [2014).

- Cumming, G. 5. (2016).

- Mamnagerial hierarchy clarifies rales and responsibilities and assists in the
coordination of tasks. This stimulates the organization wide adoption of
change.

- Managerial hierarchy improves the adoption of new tasks across
organizations. Suggests that flat hierarchies suffer from accountability

problems.

The development of the construct adaptability, derives from our need to better understand the
variety of factors that allow successfuladaptation in organizations. A commonly used conceptthat
has been mentioned in relation to adaptability in multiple studies is organizational learning (Ferincz,
2016)(Tamayo-Torres, 2016) . In a recent study, Annosi(2020) states that organizational learning
takes place when organizations develop adaptive practices that permit change in existing routines
based on new knowledge. This finding, which suggests that organizational learning allows firms to
break through existing routines, suggests that it could be an adaptive tendency.

Dynamic capabilities have also beenlinked to adaptability in extantliterature. It representsthe firm‘s
ability to integrate, build, and reconfigure internaland external competences to address rapidly
changing environments. Baskarada (2018) argues that dynamic capabilities enable organizational
adaptation and Adegbite (2018) describes dynamic capabilities as drivers of organizational



adaptations. The adaptive nature of dynamic capabilities suggests thatit could potentially be
identified as an adaptive tendency in this study.

Anotherconstruct that has been linked to adaptability is human capital spillovers. Extant literature
has investigated role of this phenomenon in relation to productivity and adaptive capacity. Human
capital spillovers arise when the presence of individuals with high levels of human capital makes
otherworkers more productive (Eklund, 2019: p.3). Forthis reason, such spillovers have been found
to be a source of learning, innovation, adaptability and sustained growth and development (Chang,
2016) (Eklund, 2019). Based on these characteristics, human capital spillovers are interesting to
investigate in the context of strategy-as-practice as an adaptive tendency.

Table 3 shows the aforementioned adaptive tendencies within the strategic management literature.
The description of the studied constructs and the context in which it appears is meaningfulforthe
identification of tendencies in this thesis. It serves as the link between the results of this case study
and the literature.

Table 3 Examples of adaptive tendencies in strategy literature

Adoptive tendencies Extont literature Relevant findings

Organizational learning - Ferincz, A. (2016). - Qrganizational learning reprasents the adaptation to the changes in
operational culture, development of new ways of doing things, norms
and paradigms. There is an adaptation-learning ralationship.

-Tamayo-Torres, |, Gutiérrez-Gutiérrez, L 1,
Llorens-Montes, F. )., & Martinez-Lopez, F. ).
(2018).

- Qrganizational learning is the extent to which an crganization
generates, disseminates, and retains knowledge about itself. It
promotes the constant evolution and adaptation of the arganization’s
mermbers, facilitating dissemination of those firm values that foster
the desire to change. Furthermore, organizational learning also
facilitates adaptation to changes in dynamic environments.

- Annosi, M. C, Martini, A, Brunetta, F, &

Marchegiani, L. (2020). - Organizational learning takes place when an organization develops
“adaptation routines” that permit change in existing routinas, on the
basis of new knowledge.

- Dynamic capabilities underpin both evolutionary adaptation and
entreprensurial innovation. In acddition to being able to effectively adapt
to changing environmental conditions, organizations with mature
dynamic capabilities also proactively shape their environment through
innovation and collaboration.

Dynamic capabilities - Baikarada, 5., & Koronios, 4. (2018).

- Adeghite, O. E., Simintiras, A. C., Dwivedi, ¥ - Dynamic capabilities are effective routines that are adaptive 1o the
K. & Ifie }E [éDI.IjB] e o changing market situation in high velocity business environments. Thay
N o ' are associated with change and the crganization’s ability to adapt.

i i - Human capital spillovers arise when the presence of individuals with
Human capital spillovers ~Eklund, ] E,, & Pettersson, L (2018 ) pital spifiovers P :
high levels of human capital makes other workers more productive. Such
spillovers are 3 source of innovation, adaptability and sustained growth
and development.

-Chang, C. F,, Wang, P., & Liu, J. T. {2015). - An individuzal's human capital depends on his own skill level and the
average skill level of the group of people with whom he interacts.
Interactions may include learning from each other and other positive peer
effects. Through this, specialized knowledge can be transmitted or
created which stimulates innovation and adaptation.



3 Methodology

3.1 Research design

3.1.1 Case descriptions

For confidentiality reasons, the firms in this study have beenreferred to with the research names
Happy Health and Vital Life. Happy Health is a start-up that has a growth rate of 225% for 2019 and
forecasts a 200% growth rate for 2020. Top management in this firm consists of two CEOs who both
own 50% of the shares. The company was foundedin 2016 and currently has 16 employees besides
top management.

Vital Life had a growth rate of 23% in 2019 and expects a growth rate of 20% for2020. Top
management consists of the CEO, the head of human resources, the head of sales and two other
managers. Vital Life is a family businessin which the CEO owns 100% of the shares. The company was
foundedin 2006 and currently counts 32 employeesincluding top management.

3.1.2 Two fast growing SMEs as context

This research investigates strategy-as-practice in the context of two fast growing SMEs. The choice to
analyze two firms was made because this might increase the power of analytic conclusions.
Conclusions that arise independently from two cases generally have more powerthan a single case
conclusion. Contextual differences between the two cases mightalso provide expanded
generalizability if these have common conclusions. The selected firms are both active in the
healthcare industry which was a deliberate choice in this study. Industry structure strongly
influences the potential strategic work that is available to firms and sets the competitive rules of the
game (Cunningham, 2012). Industry-based case selection was done for comparative reasons but also
to furtherenable the possibility forjoint conclusions.

Extant literature has set different criteriato label SMEs as fast-growth. According to Upton et al.
(2001), fast-growth SMEs are competitive, entrepreneurially oriented and have a faster growth rate
than theirindustry sectoraverage. Lee (2013) however, defines a high-growth firm as an organization
that experiences or expects a 20% annual growth rate overa period of 2 years. The firmsthat have
been selected forthis research meet both the criteria of Upton et al. (2001) and Lee (2013) as can be
seenin table 4.

Vital Life Happy Health
Annualgrowth rate > industry | 2019: 23% > 2,8% 2019: 225% > 2,8%
average (Uptonetal., 2001) 2020: 20% > 2,3% 2020: 200% > 2,3%
Annual growth rate > 20% 2019: 23% >20% 2019: 225% > 20%
(Lee, 2013) 2020: 20% = 20% 2020: 200% > 20%

Table 4 Criteria for fast growth

The Dutch industry sectoraverages for healthcare are based on findings and forecasts from research
conducted by Rabobank (Rabobank, 2019)

The decision to study strategy-as-practice from the perspective of fast-growing SMEs was made for
severalreasons. Firstly, there has been acontinuedinterestin the way that top managementteams
make strategic decisions in high-velocity contexts (Oliver and Roos, 2005) (Johnson et al., 2007)
(Elbannaet al., 2013). The attributes of the cases and the accessibility to top management makes this
an interesting case study to investigate recursive and adaptive tendencies. Access to top



managementin a for-profit context has been acknowledged as a significant challenge by previous
researchers (Kaplan, 2007). This case study offers prolonged accessto the upperechelons of two for-
profit firms. This is a compelling factor in the investigation of recursiveness and adaptability. Besides
this, fast-growth firms tend to go through strategic turbulence which requiresthemto adopt and
discard practices more rapidly. This meansthatthe life cycle of usefulmanagement practices might
have to be accelerated with less time for recursive modes of response (Jarzabkoswki, 2004). Even
more so, chronic adaptation s likely to be a survival mechanism for firms in such a highly dynamic
and turbulent state. The fast growth of Happy Health and Vital Life enables us to investigate
recursiveness and adaptability under such circumstances. Jarzabkowski(2004) proposes the
investigation of firmsin dynamicenvironments characterized by discontinuity as a direction to
empirically study strategy. This research takes a stepinto that direction by studying strategy-as-
practice from the perspective of fast-growth SMEs.

Gaining long-term access to top managementin for-profit firms can be challenging, so forthis reason
many strategy-as-practice scholars have focused on universities (Kaplan, 2007). The theory and
knowledge derived from this specificcontext should however be studied on its own since it may be
confined to the unique conditions of universities. Constructions for profit, autonomy of the individual
actors and the tenure system all differentiate universities from the corporate world in which profitis
central. Accordingly, Kaplan (2007:p.989) voicesthe need for more strategy-as-practice researchin
the corporate world: ‘Future scholarship must take on this challenge by gaining access to the upper
echelons of for-profit corporations (both established firms and entrepreneurial start-ups) in orderto
furtherdevelop the strategy-as-practice view.” Baum (2010) shares the same view and further
supports the investigation of for-profit organizationsin the field of strategy-as-practice.

Although the cases share the same attributes, they are vastly differentin terms of growth rate and
composition of top management. Happy Health grows significantly fasterthan Vital Life and might
thus expect more strategic turbulence. This increases the need for adaptability as a means of
survival. Besides, Happy Health’s top management only exists of 2 CEOs whereas Vital Life’s top
management consists of 5 members, 4 of which are managers. This changes the dynamic of the
interviews and creates a difference in the amount of interviews that were conducted per case.

3.1.3 Considerations for a meaningful theoretical contribution

In orderto make a meaningful contribution to the literature of the strategy-as practice field, various
theoreticaland methodological challenges should be considered. Atheoretical challenge that has
beendiscussedin the strategy-as-practice literature is the production of a cumulative body of
knowledge. Langley (2010) questions the extentto which such a cumulative body of knowledge is
emergingin the field of strategy-as-practice. The diversity from which the field benefitted in terms of
dissemination is also considered to be a cause of stagnant knowledge development. This broad scope
of practice makes it difficult to sustain the development of theoretical contributions within the field
(Rouleau, 2013).

Langley (2010) suggests that by focusing on empirical phenomenasuch as strategic meetings or
strategic plans studies can add tothe cumulative knowledge development of the field. Rouleau
(2013) arguesthat empirical strategy-as-practice research tends to use interviews (Paroutis &
Pettigrew, 2007) and strategy meeting observations (Stensaker & Falkenburg, 2007) as main
methodologies to study strategy-as-practice. Ethnographic methods however, provide the most
powerfulways to investigate what managers do when they are strategizing (Chia & Rasche, 2009).
This creates a dilemmaon whetherresearchers should continue to favor mixed method approaches
overthe extension of ethnographic participant observation. Vesa (2012:4) states that ‘the use of
robust participation-based ethnography in the field of strategy remains quite rare’. A reason for this
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is that many strategy-as-practice researchers have advocated methods otherthan ethnographicones
to enhance robustnessin theory building (Rouleau, 2013) (Huff, 2010). Onthe other hand, Rouleau
(2013) arguesthat comparative ethnographicresearch should be encouraged to stimulate the
cumulative knowledge production that derives from rich empirical descriptions. This study attempts
to geta bit from both worlds by not limiting itself to one or the other. Besides interviews and the
observation of strategy meetings, this study has also incorporated an ethnographicmethodology of
participative nature.

3.1.4 Units of analysis

The objective of this research is to identify adaptive and recursive tendencies within the two firms
that are beinginvestigated. Inarecentacademic contribution, Jarzabkowskiet al. (2015) warn
against an isolated approach in which either praxis, practitioneror practice are the main construct of
analysis. Instead, a more holistic perspective through the lens of all three componentsis advised.
This approach has also been usedin this research.

Practitioners

Practitioners have been investigated on an individual and organizational level. The first unit of
analysis are members of the top management within the firms. These individuals are practitioners
that constructand interprettheir own strategic behavior. Every individual might have either adaptive
or recursive tendencies in their daily strategic actions and thought processes. The second unit of
analysis is top managementas an aggregate actor. Group dynamics can influence the strategic
decisions that are made during meetings of top management. These dynamics may overrule
tendencies of individuals.

Praxis

Since this study is interested in organizational effects, praxis has been studied on meso-level. The link
between practitioners and meso-level praxis has been taken from a position of duality on
practitioners as mentioned above. The goal of this approach is to get data that describes what
individuals do and how this shapesthe wayin which the organization does strategy’.

Practices

Practices have been studied from the individual perspective as well as the collective-object. This
translates to the practices of top managementas a group as well as the membersindividually. This
dualistic notionis similar to the approachin the analysis of practitioners.

3.1.5 Timeframe

This researchis inherently bound up with time because it attempts to investigate strategic processes
and strategic action overtime. Data has been collected for 6 monthsin both firms from September
2019 until February 2020. Althoughiit is alwaystemptingto collect more data, this Masterthesis was
subjectto limited time. Both companies had agreed to a 6 month period of on-site data collection.
This has provided enough richly-textured qualitative data across both cases.

3.1.6 Accessibility

Extensive qualitative case studies abouttop managementinvolve a couple of challenges. Firstly, it
requires access to commercially confidential data over time. In this study, both companies allowed
interviews and on site observations but were resistant to give access to confidential meetings.
Permission to attend general meetings about new strategicendeavors had been granted. Another
challenge of this case study is that prolonged access to top management membersis required. Top
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management composition may change overtime which means that access to new members might
have to be renegotiated.

3.2 Data collection

3.2.1 Triangulated data collection

Triangulation is broadly defined by Denzin (1978: 291) as ‘the combination of methodologies in the
study of the same phenomenon’. Yin (2015) suggests that the principle of triangulation involves at
least three ways to verify or corroborate a particular event or phenomenon. Inthis study, three
different methods of qualitative data collection were chosen. These are inte rviews, ethnographic
data sources and on-site observations. The goal of triangulation is to strengthen the validity of this
study by moderating different forms of bias. Single data sources may be prone to potential biases
that could lead to unjustified prejudice and distorted conclusions. Informants might forinstance
exhibit attribution bias or incorrect reminiscence of past events (Billet, 2008)(Libby, 2012) .
Individuals underinvestigation may also deliberately mislead the researcher by withholding or
distorting information (Brink, 1993). The different methods used in this study all display a different
aspect of the same phenomena. This can produce findings that are convergent orit can highlight
discrepancies between any of the single sources.

3.2.2 Interviews

Before the process of interviewing started, top management members in both companies were
identified. Once this was clear an introductory interview was set up to establish the terms of access.
Overthe course of 6 months, interviews have been held with 8 members of top managementacross
both firms. This required thoughtful planning because of busy and conflicting schedules. Interviews
were conducted to identify strategic practices within the firm and to assemble personal
interpretations of these strategic processes. Allthe interviews were recorded unless participants had
specific objections against this. The recordings have been used to transcribe the interviews during
the stage of data collection. Interviews were held in Dutch since the respondents’ English was not
proficient enough to express complex ideas and thoughts relating to strategy. Quotes from
transcriptions that were deemed important have been translated to English and were used forthe
results of this thesis. The main framework of the semi-structured interview consists of 9 questions
that can be foundin the box below.

Open ended questions that guide semi-structured interviews

1. What are the (main) strategic issues that are significant for the firm at the present time?

2. Which strategic issues are currently holding the company back?

3. Which strategies are allowing the company to grow at full potential?

4. What should | observe to better understand the way strategy occurs in this firm?

5. How are choices about strategic direction made - what formal and informal processes, what
constraints of environment, context and history?

6. Which strategic activities do you execute? Why would you consider these activities strategic?
7. Which strategic activities does top management carry out to influence strategy on an
organizational level?

8. Which tools do you use to carry out strategy work?

9. Which tools does top management use to execute strategy work?

| asked additional case-specific questions during the interviews relating to strategic issues,
relevant past events, and other topics related to strategy-as-practice as they arose.
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3.2.3 Ethnographic data collection

The objective of the ethnographic data collection is to create a deeperunderstanding of the
meaningful processesand routines in the firms. Ethnographic participation allows the researcherto
study these processes and routinesin their everyday context. This requiresthe researcherto be
within physical and social proximity of the daily activities that the people underinvestigation ex ecute
(Emerson, 2011). During the period of data collection the researcherhasspenttwo daysa week at
Vital Life and one day a week at Happy Health. This division of time was chosen based on the size of
both firms. More attention was given to Vital Life initially because this firm has a bigger top
management. However, frequencies of on-site observations have been altered at certain points
during data collection when this was deemed necessary by the researcher.

My findings were written down in a regular and systematic way during the observations orshortly
thereafter. This ensuresthat noimportant details will be forgotten and left out. In doing so, | created
an accumulating record of observations and experiences in my notebook. Diligent maintenance of
field notes s a key aspectin this study that serves data analysis and validation. Descriptions were
always accurate, organized and marked with the time at which they have been observed and written
down. Inthese descriptive field notes | attempted to capture the observed reality as accurately as
possible. This however, does notassume that there is one ‘best’ description of any particular
situation. As mentioned before, the qualitative nature of this study brings with it elements of
perception andinterpretation that are unavoidable. Emerson (2011) argues that thereis not one
correct way to describe what one is observing. Different descriptions of similar events could actually
be valuable since it might emphasize different perspectives (Emerson, 2011). Emerson (2011) also
states that the ethnographer’s presence inevitably has consequences on the observed findings. This
presence can instigate behavioral changesin those being observed. This effect should however, not
be seen as a contaminating elementbutratheras an intricate part of ethnographicresearch that
might be the very source of learning (Emerson 2011). In most research, it is quite customary forthe
observers to distance themselves fromthe thing they are observing. This is done with the noble
intentions to protect the objectivity of outcomes. Bansal (2018) however, challenges this frame of
reference and argues thatresearchers cannot be disentangled from their context. The connections
between the researcherand the observed can actually be considered a strength in what Bansal
(2018) referstoas ‘engaged scholarship’.

In this study, different methods have been used to collect ethnographicdata. Informal discussions
were held with members of top management to gain a deeperunderstanding of strategic practices
within the firm. These conversations were not structured or planned beforehand but took a more
flexible form to avoid pre-fixed directions. Another ethnographic method that has been utilized in
this study is shadowing. As it was not possible to shadow every member of top managementin both
firms, decisions had to be made on who to follow in full detail. At Happy Health, one of the CEQ’s was
shadowed for 6 days to gain insight in the way he practices strategy. This CEO is mostly occupied with
the strategic direction setting and strategic planning of Happy Health. At Vital Life, the managerthat
is in charge of quality management has been shadowed for 5days.

3.2.4 Observational data collection

During the data collection, strategic meetings were attended and observed. The agenda of each
meetingwas read and studied beforehand to ensure good preparation. Notes were taken during the
meetingsin an attemptto accurately describe the processes, people and strategicissues. More
backgroundto the observed meetings was accessible during interviews and informal discussions.

Vital Life
At Vital Life, strategic meetings fortop management were held once every two weeks. These
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meetings were attended by me throughout the process of data collection. A whole day was usually
spenton visits to Vital Life where | was seated behind an empty desk opposite of the quality
manager. It soon became apparent that this room was visited quite regularly by other members of
top managementtoinitiate discussions about ongoingissues. My presence during these moments
was clearly feltas | had not been placedin a secluded corner of any sort. Nevertheless, managers did
not seemto hold back because of this. As | kept visiting Vital Life, trust grew to the point where I was
flooded with data whenever|was present. Some managers felt comfortable enough to ‘blow off
steam’ in front of me which signified their trust in my confidentiality. As was inevitable, | started
eavesdropping on conversationsin the hallway and the lunch room which provided me with
additional data. | was also occasionally invited to participate in such informal discussions which also
formed a usefulsource of data.

Based on the premise that basically everythingis data, | started doing pre-and post-meeting
observations. | would arrive early and position myself in the back of the room to geta good
perspective of every personthat was present. Strategic meetings typically lasted about an hour but
would occasionally be extended to one and a half hours.

Happy Health

At Happy Health, strategic meetings from top managementwere held atirregular intervals. Since
these meetings onlyincluded the two CEOs, | felta bit more inclined to hide my presence. |
positioned myselfin the corner of the meetingroom and acted as if | was minding my own business.
The strategic meetings at Happy Health usually lasted about 45 minutes. Most of the other
observational data for Happy Health came from daysin which | shadowed one of the CEOs. Gathering
data provedto be a bit more challenging since both of the CEOs spent most of their time at their
other companies. Nonetheless, we managed to plan days at Happy Health where | was able to talk to
multiple dieticians during breaks. These conversations, although informaland notrecorded, gave me
a better understanding of the way in which strategy was practiced by the dieticians.

3.2.5 Overview of data collection

Overthe course of this research | conducted 2 interviews at Happy Health and 6 interviews at Vital
Life. These interviews were held with membersthat were part of the companies’ top management
teams. Happy Health’s top managementonly included the two CEOs of the company, due to the fact
that it is still a rather small start-up. Conversely, Vital Life’s top management consisted of 5 members
including 4 managers. Consequently there was adifference inthe amount of interviews percase.
Respondentsincluded 3 CEOs, a general manager, the head of HR and sales, and a quality manager.
Interviews were recorded through a digital recorder and lasted about 25 minutes on average. This
produced a total of 4 hours of material and 83 pages of transcribed interviews.

As forthe observational data, | wrote down field notes in my notebook and included the date of
observations at the top of every new page. Intotal, approximately 18 hours were spentin 15
meetings at Vital Life and 6 hours were spentin 5 meetings at Happy Health in a 6 month period. The
range of topics that were discussed inthe meetings of both companies varied. The main topics that
were discussed at Vital Life were efficient software usage, planningissues, increasing work capacity,
the digitization of documents, opportunities forgrowth and training for youngemployees. Besides
these recurring topics, meetings also often included small issues that had come up since the last
meeting. Some examples of such issues were damage on one of the lease cars, the division of work
responsibilities, and mistakes that had been made with specific customers. During the meetings of
Happy Health, the CEOs talked about the capacity planning, financial goals, possibilities for
expansion, pilotresults and employee performance. A vast difference between the two cases were
the range of topics that were discussed during the meetings. Happy Health mostly stuck to topics
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related to financial performance, growth and expansion whereas Vital Life also discussed matters
from managerial and employee perspectives. In general, Vital Life seemed to have more attention for
problemsthat arose on the work floor which resulted in a more balanced and thorough discussion of
strategic issues. I recorded the meetings with a digital recorderand wrote my field notes as | was
observing. | then listened back to the recordings of the meetings to write down any information that

| had left out in my initial field notes. This resulted in 32 pages of field notes.

In addition to this, | also shadowed the quality managerfrom Vital Life for 5 days and one of the CEOs
from Happy Health for 6 days. At Vital Life, shadowing mostly meant staying at the company. The
quality manager gave me more insight into the strategic work that she did on a daily basis. During
one of the shadowing days, | got to experience an audit performed by anindependent body.
Although a day as such is quite frantic, it did give me a lot of insight into the goals and strategies of
Vital Life in terms of its product quality, employee safety and documentation. Additionally, | also
spent a day with the quality managerwhen a software consultant from their supplier visited. All the
issues that Vital Life had with its software in terms of efficiency were discussed that day which left
me with a good impression of the strategic goals in that area. At Happy Health, | had the chance to
shadow one of the CEOs. During these days the CEO would make sure that we visited the physical
location of the company as he himself was usually not located there during the week. | metthe
dieticians of the company and two representatives of their main partners on the days that | was
there. | had the ability to talk to the dieticians extensively and was able to observe what the CEO did
on these days. Overall, this gave me a good image of the company’s organizational structure,
strategic issues and network. The shadowing at both of the companies resultedin 16 pages of field
notes.

Table 5 shows an overview of the used data sources and methods in this research.

Data source Happy Health Vital Life
Interviews - 2 semi-structured interviews - 6 semi-structured interviews
with both of the CEOs with all members of top

management, including head of
HR, head of sales, two managers

and the CEO
Shadowing - 6 days of shadowing of one -5 days of shadowing a manager
the CEOs from top management
- Informal discussions and - Informal discussions and small
small talk talk
- Observations before and after
meetings
Observations - 6 meetings of top - 10 meetings of top
management management (once every 2
weeks)

- 5 meetings of top management
with employees {once a month)

Table 5 Overview of the used data sources across the cases
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3.3 Process of data analysis

The analytical process of this study is based on a combination of academic writings. The main
approach adoptedinthis researchis based onYin’s (2001) 5-stage process for analyzing qualitative
data. These five stages are:

1. Compiling 5. Conclude

2. Disassembling (data reduction)
3. Reassembling

4. Interpreting

5. Verifying

3. Reassemble
Data

These stages are not disclosed from each
otherbut are instead interconnected and
overlapping. Figure 1. shows how these
stages may interact with one another
throughoutthe process of data analysis.
The first stage, compiling, is basically the
creation of a database. The qualitative data
fromthis research was organizedin a
systematicand orderly fashion before
formal analysis was initiated. Afterthis, the
data was disassembled. Simons (2009:
p120) definesthis disassembling stage as
‘the process of selecting, focusing and
abstracting key data from interviews, observations and field notes’. For this procedure the
transcribed data was coded into labels that are guided by the research question. The disassembled
data was reassembled visually in an attemptto find patterns that could be meaningfulto the
research question. Miles and Hubberman (1994) suggestthata bettervisualdisplay of qualitative
data enhances the validity of the analysis. These patterns of analysis were then subjectto the
interpretation of the researcher. The goal in this stage was to gain a deeper understanding that
transcends the factual data. The interpretation stage seeks a new narrative as to what the data might
actually mean. Atthe end of the study overall conclusions were drawn. This is a process in which the
found patterns and its interpretations are gradually verified and confirmed.

3.3.1 Coding process

During the coding process, the data were fragmented into a series of text units that described
recursive and adaptive phenomena and their effects on strategic action. These units were then
labeled as constructs that derive from the strategic management literature. Text units were not
selected based on any arbitrary notion of length which resulted in phrases ranging from single lines
to full paragraphs. A total of 531 text units were coded, 361 from the Vital Life case and 170 from the
Happy Health case. All the text units were coded across three main categories and 16 subcategories
that were incorporated in the coding tree on the next page. The data of the interviews were labeled
and reduced through thematic coding and categorization (Gibbs, 2007). This involved the creation of
a coding tree which was realized through an iterative process of induction and deduction. During this
process | gradually identified conceptual categories and constructs which could then be interpreted
and validated deductively through extant literature. A detailed description of this process follows
below.
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Recursive groups

Afterl transcribed all the data, | first began distinguishing recursive and adaptive text units. | did this
based on the definitions of recursiveness and adaptability that | had found in the literature. Once this
was clear, | started looking for major patternsin both groups. The first categorization of the recursive
text units led me to four broad descriptions. These were, ‘ignored advice from employees’,
‘environmental dynamism’, ‘switching costs/contractual limitations’ and ‘no employee leadership’.
The aforementioned categories were conveniently named this way in a first attemptto get to the
core of each group of text units and were not related to the literature yet.

Ignored advice from employees represented text units that described situations in which the CEO did
not listen to his employees or managers during strategic meetings. This group was characterized by
the absolute power of the CEO that was at the core of many strategic decisions. The group
environmental dynamism contained text units that addressed the negative effects of external
influences on the company’s ability change. Moreover, the category switching costs/contractual
limitations represented the text units that discussed adaptive limitations caused by high switching
costs or contractual agreements. Ultimately, the group ‘no employee leadership’ contained text units
that referred tothe delayed adoption of new practices caused by a lack of leadership.

Following up, | did literature research to find phenomenathat related to these four descriptions.
First, | adjusted ‘ignored advice from employees’ to ‘autocratic leadership’ which | later modified into
‘shareholderdominance’. | specifically chose shareholder dominance because autocraticleadership
doesnot per se suggestthat it is exercised by ashareholder. In my text units, autocratic decision
making was only mentioned in relation to the shareholders which made me opt for shareholder
dominance. Although shareholder dominance is nota frequently named term in the strategic
management literature, it does have a connection to the currentliterature. The construct
fundamentally describes how shareholders refuse to reevaluate asituation by relying on familiar
assumptions and existing values which leads to a rejection of external perspectives. Inabroader
sense, this phenomenon is also referred to as cognitive inertia (Ertl, 2020)(Li, 2016).

Environmental dynamismrepresented the group of text units that describe s the effects of tight
labour markets and high demands. | later decided to name this group ‘exogenous influences’ as it
welcomed a wider variety of text units. A partnerthat puts demands on an organization basedon a
contractual agreement, is an example of an exogenous influence from this study that could not be
categorized underenvironmentaldynamism. Hence the choice forthe name exogenous influences.
Although this is not a specific term within the strategic management literature, it does describe the
situations in which the heuristics of practitioners are being challenged. Heuristics result in a specific
instantiation of strategy that does not consider all available information (Pellegrino, 2018). The
exogenous influences from this study could often not be solved by such mentalshortcuts.

For the group ‘switching costs/contractual limitations’, | quickly identified a common aspectamong
the text units. This was the fact that decisions from the past worked as limiting factors in current
decisions. The fundamental description of path dependency in extant literature revolves around this
idea. It is characterized by the imprinting effects of the past on organizational behavior which results
in inertia (Dow, 2018) (Sydow, 2009). Based on this, | established path dependency as the third
recursive construct.

At last, | changed ‘no employee leadership’ into ‘alack of hierarchical structures’. As| read the text
units, | noticed that it was not so much a lack of leadership in individuals that caused recursiveness,
but ratherthe absence of hierarchical structures within the company. A lack of hierarchical
structures basically describes the absence of managerial hierarchy, the effects of which have been
studied in extant literature (Lee, 2014)(Cumming, 2016).
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Adaptive groups

For the categorization of the adaptive text units | came up with three broad descriptions. These were
‘gathering of new knowledge’, ‘idiosyncratic characteristics and processes’ and ‘new employees’.
These were, just as the recursive groups, named in a first attemptto get to the core of each group
without any reference to the literature. The gathering of new knowledge group represented the text
units that referred to activities and initiatives that enabled the accumulation of knowledge within the
organization. | later changed ‘gathering of new knowledge’ into ‘organizational learning’ after|
consulted the literature for a suitable comprehensive construct. | found that organizational learning
is described as the process of knowledge creation, retainmentand internal dissemination, which
creates adaptive routines (Tamayo Torres, 2016)(Annosi, 2020). This comprehensively represented
the text units of the gathering of new knowledge group, which caused me to rename it to
organizational learning.

Finding a comprehensive conception forthe ‘idiosyncratic characteristics and processes’ group
provedto be a challenge at first. This group contained text units relating to network management,
alliances and product development. The goal of the idiosyncratic characteristics and processes group
was to represent the distinguishable processes and resources of an organization that allow it to
adapt to changing environments. By means of literature research, | found out that these text units
represented the companies’ dynamic capabilities. The meaning of dynamic capabilities in extant
literature broadly refersto the firm‘s ability to integrate, build, and reconfigure internaland
external competencesto address rapidly changing environments (Banerjee, 2018). It’s the effective
routinesthat are adaptive to changing market situations (Adegbite, 2018). The description of
dynamic capabilities fit the text units that | had assigned to the idiosyncratic characteristics and
processes group which | why | renamed it.

At last, | renamedthe ‘new employees’ group into ‘externalhuman capital spillovers’. The new
employees group had text units that described how the presence of new employees and their
knowledge and skills enabled adaptability. | found that external human capital spillovers represented
a construct that describes this phenomenon quite accurately. The presence and interactions of
employees with high human capital makes other worker more productive and stimulates adaptation
and innovation (Eklund, 2019) (Chang, 2016). Hence the reason that | established externalhuman
capital spillovers as the third adaptive tendency.

The coding tree on the next page shows how the aforementioned categories were coded.
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3.4 Validity

The next part identifies possible threats to validity and how the researcherintends to counteract
those.

3.5.1 Construct validity

Construct validity refers to the operationalization of the constructs that are beinginvestigated. This
can be improved through triangulation because multiple sources of evidence with the same results
increase validity (Yin, 2014). As mentioned before, this study uses triangulated data collection which
supportsthe construct validity of this research.

3.5.2 Internal validity

Internalvalidity referstothe match between researchers’ categories and interpretations and whatis
actually true (Lather, 2017: p65). This ensures that the researchis a valid repre sentation of the
phenomenathat are being studied. Internal validity can be increased by exposure to repetitive cues
which offers the researcher potential to find meaning during observations (Barley 1995). According
to Miles and Huberman (1994), internal validity can be divided into three smallerforms of validity
which are interpretive, theoretical and descriptive. The first form, interpretive validity, ‘captures how
well the researcherreports participants’ meaning of events, objects and/or behaviors (Thomson,
2011: p.79). Theoretical validity deals with the theoretical constructions that the researcherdevelops
during the study which transcends literal descriptions and interpretations. This validity is ensured
during the fifth stage of Yin’s data analysis processin which conclusions are being drawn. Descriptive
validity refers to the accuracy in which the transcribed data reflects what the respondent has said
and done (Thomson, 2011). Descriptive validity can be increased by creating rich descriptions of
specific situations that happened. Itis important not to omit any features of the respondent’s
speech. Thisencompasses speech but also contextual elements such as emotional undertone which
are essentialto the understanding of the interview (Thomson, 2011). This research is expected to
meetthese criteria of internal validity, mainly because of its longitudinal design and the use of
different methods that produce triangulated data. To counteractinterpretive bias, findings were
validated with respondents nearthe end of the data analysis process. The qualitative nature of this
study makes it inherently bound to a certain degree of subjectivity. Claims of absolute objectivity are
thus not beingmade.

3.5.3 External validity

Externalvalidity deals with the degree to which the findings of the research can be generalized
across different research domains (Yin, 2014)(Lather, 2017). Lather (2017) argues that this
generalizability tends to be problematicin qualitative research because the focusis often on
idiosyncratic characteristics of a select group. Externalvalidity may still be attained by the theoretical
framing that arises from extant literature. The underlying social science theory that leads this
research improves the externalvalidity. This study is inductive by nature because it investigates
previously researched phenomenain a different context without testing any hypothesis. In-depth
research on the strategic practices of top management might emphasize the lack of knowledge in
this area. The conclusions that were drawn after data collection were putin a broader contextto see
if these are eitherresonantor divergent from othertheoriesin extantliterature. This brings a small
element of deduction into this research which could increase external validity.
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3.5 Reliability

Reliability is the extent to which consistentresults can be reproduced by other researchers if these
use the same methodology (Yin, 2014). Results should thus be an accurate representation of the
populationthat is being studied. Qualitative researchers using text as their data tend to be skeptical
of reliability tests because the qualitative data is not somethingthatis easily turnedinto a
standardized set of measurements (Mason 2002). This is because words can have multiple meanings,
are opento interpretation, orbecause theirmeaning can change in the context of other words
(Campbell, 2013). As mentioned before, the qualitative nature of this research produces results that
originate fromidiosyncratic characteristics of a select group. This means that results might not be
fully replicable because of case-specificdetails. However, consistency in the coding and analysis
process can be reassured.
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4 Strategy-as-practice in both firms

The first objective of this study is to investigate how both of the firms practice strategy. This was
done through a multi-dimensional approach of praxis, practice and practitioners. The findings are
presented inthe form of a descriptive narrative for each case. Some specificquotes that derive from
the interviews will be shown to supportthe findings.

4.1 Meso-level praxis

Vital Life

Vital Life has a variety of activities that make up its strategy. Activities that were collectively executed
included monthly strategic meetings of top management, training days, strategicdirection setting
and informal conversations. These types of praxis were executed by top managementas group.
Practitioners engaged in decision-making, issue selling, networking, negotiating and learning
activities on an individual level. Although there are many more activities that shape strategy, the
aforementioned ones were found to be the main forms of praxis in Vital Life.

Happy Health

At an individual level, practitioners of Happy Health used planning activities to achieve higher
internal efficiency and more optimal resource allocation. The CEOs also performed marketresearch
and used various theoretical analyses to determine future strategicdirection-setting. Otherforms of
praxis within Happy Health included strategic meetings, seeking and recruiting high quality
employeesand the formulation of expansion strategies.

4.2 Practice on an individual level

Vital Life

At Vital Life, many symbolic and material tools were used to perform strategicwork. The company
usestechnologies, material artifacts and theoretical tools to reach its strategic goals. Examples of the
company’s usedtechnologies are online clouds, its main computersoftware and Office programs
such as Excel, PDF and Word. These are used to meetinternal efficiency standards. Vital Life also
uses a big whiteboard on which employees can write down new ideas, reminders of new
arrangements and problems that arise during work. Top managementdid not use any theoretical
models apart from a yearly SWOT analysis which mainly focused on the opportunities and threats for
the newyear.

Happy Health

Happy Health mainly utilized technological tools to perform strategy work. The company uses an
online planning system, a budgeting system and applications that allow online meetings. These tools
have been essentialforthe company since top managementis not often physically present at the
worksite of employees. Consequently, the communication of strategy was often done through
technological tools at Happy Health. Both of the CEOs also used theoreticalmodels to formulate
strategies for new market entries and international expansion as well. Frameworks such as the
Ansoff Matrix and the SWOT analysis would form the basis from which all the topics of discussion
were addressed.
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4.3 Recursive and adaptive tendencies across both cases

A fundamental part of this study is the investigation of recursive and adaptive tendenciesinthe
strategic process of two fast-growth SMES. Activities were labeled recursive or adaptive based on the
meanings of both constructs in extantliterature. Recursive activities were identified as routinized
and repetitive activities serving to stabilize. Adaptive activities were identified as transformative,
creative and exploratory activities that change traditional ways of working.

The identification of recursive and adaptive tendencies in both cases was done through a selective
process. Tendencies were only included in the findings when there was su fficient consistency across
both cases. With this in mind, the categorization of the text units led to shareholder dominance,
exogenous influences, path dependency and a lack of hierarchical structures as the main recursive
tendenciesin this study. Table 6 shows the amount of text units from the interviews that were linked
to each of the recursive constructs.

Text units Vital Life | Text units Happy Total amount of Percentage of all
Health text units recursive text units
Shareholder 35 11 46 31%
dominance
Exogenous 24 17 41 28%
influences
Path dependency 18 7 25 17%
Lack of hierarchical | 27 9 36 24%
structures

Table 6 Text units of recursive tendencies

The percentagesinthe table intend to show how much stress was put on certain constructs in
relation to others during the interviews. Exogenous influences were forinstance mentioned 41times
in both cases accounting for 28% of all the recursive text units. Shareholder dominance turned out to
be the mostly discussed recursive tendency in Vital Life, and exogenous influences in Happy Health.
Path dependency was the least discussed tendency across both cases. Hints of competency trapsand
distrust in strategic leadership were also found in the data but lacked defensible claims for
consistency across both cases.

The same approach was taken in regards to adaptive tendencies. The three main adaptive tendencies
that | identified were organizationallearning, dynamic capabilities and external human capital
spillovers. Table 7 shows each of these tendencies and the amount of text units that were tied to
them.

Text units Vital Life | Text units Happy Total amount of Percentage of all
Health text units adaptive text units
Organizational 39 21 60 47%
learning
Dynamic 24 9 33 26%
capabilities
External human 22 12 34 27%
capital spillovers

Table 7 Text units of adaptive tendencies

Organizational learning was the most extensively discussed adaptive tendency in both cases. Overall,
externalhuman capital spillovers were the least discussed although it remained close to dynamic
capabilities. Aside from the three main adaptive tendencies, | also found clues of time pacing. This
construct did however lack consistency across both cases and was therefore notincludedin the
results.
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4.3.1 Recursive tendencies Vital Life

Shareholder dominance

In this study, the construct shareholder dominance refers to the exertion of exclusive powerover
strategic decisions by a dominantshareholder. In such case, shareholders are able to make strategic
decisions for the company in an autocratic way. According to Hart (1995), SMEs are likely to have an
ownership structure with a sole proprietor. This also holds true for Vital Life, which played a crucial
part in the power dynamics of strategic meetings. Observations of these meetings ex posed a clear
hierarchy within the managementgroup. The dominant CEO decided on every strate gicmatter
regardless of its relative importance. Managers conveyed theirideas during the meetings while being
vigilant of the CEOQ’s validation.

“You can really tell that this is a family-owned business. (Name CEO) is the ownerand he decides
almost everythingon his own. In the beginning | had to get usedto this since it is very different
from my previous job at the bank.” (Shadowing Quality manager 17.12.2019)

The adoption of new strategic practices at Vital Life seemsto be limited to the adaptability of the
CEO. Managers of Vital Life reported cases where the CEO had trivialized a need forchange and
instead proposed to stick with original ways of working.

“I know the everyday problemsthat we encounterat the sales department betterthan him. So
when | propose anew way of working or a new tool to make us work more efficiently | expect his
trust. But before he approvesit| have to explain every little de tail aboutit to him. And
sometimes he justsaysit is not necessary because we are doingwell.” (Interview, ...)

The notion that Vital Life’s shareholder exerted too much dominance in strategic decisions seemed
to be shared across the organization. During my observations, | noticed frustration amongst
employeesinregardsto their perceived freedomto act beyond operational responsibilities. This
would always be a specificgroup, who soon made it a habit to complain about the issue to each
otheron a daily basis. As time went by, this resultedin a self-reinforcing cycle of negative emotions
and resistance. The effects of this could be seen during strategic meetings. Discussions about certain
issues would evoke emotion which created a tense atmosphere. Even though firm words were
spoken duringthese moments, all participants managed to keep their composure and remained
professional. Nonetheless, it became clear that a significant group of the employees could no longer
work underthe autocratic leadership style of the CEO.

The obvious elephantin the room caused the CEO to reevaluate histop managementteam. Amonth
wentbyand two memberswere told to leave by the CEO. The head of sales agreed with the
separation since he had been ‘experiencingalack of autonomyin his everyday practices fortoo long
now’. Shortly thereafter, the head of HR left the company after21 years of employment and released
a statement through mail. She declared that ‘fora longer period of time there had been two captains
on one ship” alluding to the unworkable relationship that had developed with the CEO.

Exogenous influences

Exogenousinfluences wereidentified as externalinfluencesthatcreate aneed for new strategic
practices. Such influences can cause inertia and diminish adaptability. For Vital Life, a tight labour
market presented difficulties in attracting and keeping high-quality employees. In a period of three
months, 5 employees left because they received better offers from competitors. Vital Life already
had difficulties meeting the high demand and had now descended into a small-scale crisis.

“So many employeesleaving usin such a short time span is very unfortunate for us. The demand
is very high right now and we cannot deliver. We have to tell some customersthat we can help
them six months from now. That is terrible. And besides that, some of them were crucial for
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certain processesin our company. | have faced tougher challenges throughout my years but this
is definitely a big setback for us. For now we will have to improvise until we find replacements.”
(Meeting 19.12.2019)

The effect of the tight labour market was visible during my observations. Vital Life is a rather small
company in which rumors about job offers spread like fire. | would occasionally overhear stories of
employeesthat had gotten job offers from competitors which promised higher financial
compensation and more responsibilities. This made it difficult for Vital Life to retain the skills,
knowledge and work capacity that it needed to meet the high demand. VitalLLife lost a couple of
employees while the demand was still steep which resulted in declining performance.

Path dependency

During the study, path dependency was identified as the imprinted effects that past decisions have
on current strategic decision making, the effects of which manifest as rigidity and inflexibility. High
tangible and intangible investments made it difficult for Vital Life to change its software. The
company has invested financial assets and many hours of training in its current software which averts
it from adopting new programs.

“There are some software programsthat I’ve heard of that are pretty good. Betterthan what
we currently have. The problem is that we invested a lot of money into our current program
when we boughtit a couple of years ago. Also, everyone is familiar with (name current software)
already. Learning to use new software across the whole organization is something we cannot do
right now. It’s way too busy for that” (Meeting 7.1.2020)

At Vital Life, path dependency mainly showed through sunk cost fallacies. During my observations, |
noticed how betteralternatives for strategicwork were dismissed because of previous financial
investments. The CEO had severalfinancial reasons for this, although the main principle behind it
came down to his ‘frugalapproach that had given him success from the beginning’. Whetheran
investmentin new strategic practices is financially responsible at a given time remains debatable.
Nevertheless, my observations clearly showed how Vital Life had lost flexibility and became
vulnerable to inertia by abstaining frominvestmentsin new strategic practices.

Lack of hierarchical structures

The last source of recursiveness is a lack of hierarchical structures, which was recognized as
insufficient relative social status and poweramongst employees. | noticed that top management
members repetitively emphasized that certain employees were not adopting new practices according
to plan. This defiance of previously made agreements led to frustration among the employeesthat
actually did adoptthe new practices. Remarkably, nobody acted as an authority figure to guide these
employeesinthe right direction. | found that managers did not feelthat they were in the position to
tell otheremployees what to do.

“It is not really up to me. (Name CEQO) has told them what to do so they should follow that.
Sometimes | give a subtle reminderin the hope that they will do it. But to actually tell them
‘you’re doing this wrong, you should change it’ is not forme.”

(Shadowing Quality manager 17.12.2019)

The lack of hierarchy within Vital Life became more evident through my observations. Managers
would complain to me about the fact that otheremployees were not working according to previously
made agreements. This would go on for weeks without any changes in behavior. | noticed that this
happened because managers either avoided conflict or felt undermined in their position. Many
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solutions could have probably been bared into existence through mutual revision of the problem and
properinstructions. Yet, the absence of organizational hierarchy prevented this.

4.3.2 Recursive tendencies Happy Health

Shareholder dominance

At Happy Health, the shareholders also exerted powerover strategic decisions in an autocratic way.
Shareholder dominance was not specifically acknowledged by both of the CEOs during the
interviews. However, my observations showed the dominant nature of their strategic conduct. Happy
Health’s employeesworkin a different physical location and are rarely involved in strategic matters.

“We do not have any management which meansthat we pretty much lead the company with the
the two of us. When any fundamental part of our company’s work or strategy changesit is
because we decided so. We both like it since it gives us good insight on what happens within our
company while it also gives us control.” (Meeting 6.12.2019)

| quickly found out that Happy Health’s top management was quite disconnected from the rest of the
organization. This indirectly left little room for employeestoinfluence strategicdecisions. When | got
the chance to talk to a couple of employees during my breaks at Happy Health, | picked up that there
was quite a strong urge and willingness to be involved in the strategic decision-making process.
Although vigilant of my reaction, certain employees confessed that they did not feelheard and had
little input. There was a general consensus thatthey could provide usefulinformation for strategies
to increase work efficiency based onthe problems thatthey experienced on adaily basis.

Exogenous influences

The most challenging externalinfluence for Happy Health was the steepincrease in demand. The
amount of patients that Happy Health had to guide going into 2020 was fourtimesas much as in
2019. This increase in demand created the need fora better planning system. Old practices and
praxis became recursive which started to hamper the planning process.

“We noticed that we could not let one person plan all these patients through phone calls
anymore. There was no clear overview of the appointments anymore which had led to some
frustrating situations that we cannot afford to have. We had to hire another personand we had
to purchase new planning software.” (Interview CEO 10.1.2020)

The effect of the steep increase in demand on the practices and praxis in Happy Health became
evident during my observations. Many facets of the company’s strategicwork proved to be
inadequate to address future problems optimally. | observed the problems that would regularly arise
and noticed how this influenced overall performance and inhibited growth potential. For Happy
Health, not meeting the demand means more than justinhibited growth though. All of the
company’srevenues at that time came from its contracts with two big partners. These three year
contracts require Happy Health to grow at a specific rate. Consequently, Happy Health was forced
into urgent decision-making. This would not always benefit the actual decision though. An example
of this is the fact that Happy Health did not have enough time to create a decent capacity planning.
Top management took two attempts that were not successful after which they decided to get help
from a consulting firm.
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Path dependency

Happy Health also experienced the constraining effects of past decisions and events. In 2018, the
company signed a contract with a psychologist organization that complementstheir dietary services
throughout the guiding process. According to Happy Health’s CEOs, this organization has been rigid
and sticking to old agreementsinregards to planning, innovation and general strategicconduct. This
has prevented Happy Health from applying certain adaptive practices.

“The psychologists that we work with have beenvery rigid. They are resistingto cooperate in the
changesthat we want to make. Since the amount of patients that we guide is growingvery
quickly right now we constantly have to adapt. We are partly dependent of theirservicesand we
cannot justreplace them. This meansthat we are kind of forced to go at their pace.”
(Shadowing CEO 29.11.2019)

Path dependency in Happy Health seemed to mostly derive from the contractual agreements it has
with its partners. Being a start-up, Happy Health managed to sign contracts with two big partners
which guaranteed increasing revenues for the upcoming three years. These contracts do however,
also have their demands and restrictions. For this reason, Happy Health is not autonomousiin its
decisions on innovation and treatment methods. The limited freedom in these areas stops Vital Life
from pursuing the full range of adaptive practices that it potentially could.

Lack of hierarchical structures

Aside fromthe CEOs, employees of Happy Health did not have clear differences in relative social
status and power. Some of the dieticians did not organize their administration according to
previously made agreements or still used outdated PowerPoint presentations when informing a
group of patients. This was because of a lack of hierarchy and leadership amongst the dieticians.

“We are not oftenin the same physical location as our dieticians when they work. This meansthat
we cannot always communicate in person or check how they are working. So what we did is that
we assigned two dieticians to do this whenever me and (name other CEQ) are not there. This has
not worked wellso far. We have a lot of youngemployeesand | have noticed that they are not
yetready toact as a leader and manage the restof the group.” (Shadowing CEO 29.11.2019)

| observed a noticeable lack of hierarchy between the employees of Happy Health when | was
present. The CEOs attributed this to insufficient leadership skills and experience amongst the
employees. Although | found this to be partially true, | also concluded that the organizational
structure of Happy Health played a significant role in this. Every employee had been hired inthe role
of dietician, not manager or an equivalent function that demands attributes such as leadership and
experience. | found that when employees are not encouraged or hired by top managementto act as
an authoritative figure, they are lessinclined to do so. Because of this, there was a noticeable
divergence in the way that dieticians guided their patients which is not desirable in the preparation
for bariatric surgery.

Table 8 presents an overview of additional interview extracts that indicates the different sources of
recursivenessin both firms.
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4.3.3 Adaptive tendencies Vital Life

Organizationallearning

In this study, organizational learning refers to the creation, retainmentand internal dissemination of
knowledge ina company that increases organizational knowledge. This can be observed asthe
company’s engagement in exploratory activities that increases organizational learning. The goal of
these strategicactivities was oftentoincrease efficiency and efficacy through knowledge
accumulation.

“My employees often participate in training days, online conferences and certification courses
to become more knowledgeable. | pay forthese things because | see it as an investment. The
more my employees know, the betterthey can perform. | also noticed that some of them come
back a little excited aftersuch an event. They talk about ideas that they have picked up and how
these could help usin a positive way.” (Interview CEO 19.12.2019)

“We setup a key-users group which consists of the four employees that use the software the
most. We meet once a month with (name supplier) and | must say that it has beenreally
interesting. We went forthe first time last Friday and we already got so many usefultips
out of that meeting.” (Shadowing Quality manager 10.12.2019)

At Vital Life, employees have many opportunities to develop themselves by following courses,
training days or other means of knowledge-enhancing activities. The company offers to pay for these
eventsinreturn for loyalty and better work performance. | noticed that a significant amount of the
employees capitalized on this chance to develop themselves. This became most evidentwhen | asked
the quality managerfor an overview of all the currentand future coursesthatthe employees had
been signed up for. About 60% percent of the employees were scheduled to follow a course or
training day within the upcoming 6 months. When | talked about this to the CEO, he told me that
financing these eventsis aninvestmentin his company’s expertise. He claimed that it is worth it even
though it accounts for significant costs on a yearly basis. This enabled a constant flow of
organizational learning within the company.

Dynamic capabilities

Dynamic capabilities were recognized as a set of specific, idiosyncratic processes that address or
bring about changesin a company. Vital Life’s fast growth created a need for adaptive practices and
praxis at a high pace. The company was not always able to respondtoits changing environmenton
short notice and had to rely on its existing resources and capabilities. The company’s network
management proved to be an important capability in dealing with externalinfluences.

“The labour market is very tight right now so it is difficult for us to hire new employees.
Fortunately, we are already an established company in our current region. Our network and
years of activity in the market has given us betteroptions in regards to hiring new employees.
Since our company’s culture revolves a lot around informal networking we are able to better
cope with changesin the labour market.” (Meeting 16.1.2020)

Throughoutthis study, | observed how Vital Life was successfulin the process of manipulating its
resources into value-creating strategies. An example of this is the informal and welcoming culture of
Vital Life which is an inherent part of the company. Overthe years, this has given Vital Life a wide
network to draw resources from. | observed how the CEO would often instantly have connections
within his network to solve specific problems. This enabled Vital Life to swiftly solve problemsthat
arose from exogenous influences such asemployee shortage.
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Externalhuman capitalspillovers

Externalspillovers of human capital representthe impact that the presence of individuals with high
levels of human capital have on the adaptability of a firm. Vital Life hired two employeesfroma
direct competitor which stimulated adaptive practice and praxis. The knowledge, skills and ideas of
the new employees encouraged a reevaluation of the way in which things were done at Vital Life.

“(Name CEO) hired two employees from (name competitor). Both of them have brought good
ideas on process automatization and sales withthem. The experiencethatthey have gathered at
our competitoris of instant use to us.” (Meeting 28.1.2020)

During my observations, | was fortunate enough to observe both of the newly hired employeesfora
substantial amount of time. | noticed how they started questioning routines and got more involved in
strategic decision-making processes afterthe first few weeks. The CEO displayed curiosity and
interestin the opinions of these two employees since they had abundantinformation on their
previous employer, who also happenedto be a direct competitor. The knowledge and insights that
these employees brought to the table were not only usefulto Happy Health but were also re ceived
with a lot more openness by the CEO. This led to the implementation of some new ways of working
fairly quickly which benefitted the company.

4.3.4 Adaptive tendencies Happy Health

Organizationallearning

During the study, Happy Health put effortinto actively creating, retaining and seeking knowledge
through different activities. This created a constant process of organizational learning in the
company that stimulated the adoption of new practices and praxis.

“We are currently contacting companiesthatdo the same as we do. | know that in the United
States, they are more knowledgeable in the field than we currently are. We wantto learn from
them to improve our services.” (Meeting 20.11.2019 )

At Vital Life, organizational learning happened more in a top-down approach. The CEOs explored new
sources of knowledge on theirown and were informed by their partner’sresearchteam. The
essential bits of knowledge that could be used in everyday practices would then be passed onto the
dieticians. This allowed the dieticians to be productive while top management was actively gathering
new knowledge. During my observations, | noticed that organizational learning was quite central in
Happy Health’s strategy. The owners displayed a strong knowledge -based view throughout the
timeframe of analysis. The creation and absorption of new knowledge were specifically seen as one
of the strategically most significant resourceful activities of the company. Both of the CEOs kept
emphasizingthe importance of having the latest knowledge and methods in the field and claimed it
formed a key aspect of the company’s competitive advantage.

Dynamic capabilities

Happy Health also managed to adapt to externalinfluences because of its dynamic capabilities. The
company avoided disruptions and ensured continuity in the supply of its services by configuring its
assetsin an optimal way. This managerial process, also known as asset orchestration (Schriber, 2018)
was found to be a source of adaptability in Happy Health.

“Look.. when we signed this deal with (name partner), we knew what we gotinto. They expect
us to guide all their patients and grow at a rapid rate. Our goal has beento align all the processes
in this company to be ready for the steep increase in demand while remaining flexible. | have
learned how to do this in the other two companies that | own. Our contracts with suppliers and
employees are flexible, we have temporary workforce options from a third-party, we are
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located in the same building as our main partnersand we spend a big part of our revenueson
research and development. The way in which we organized all of this has really helped usto
move with changes of the environment.” (Interview CEO 19.12.2019 )

Besides asset orchestration, Happy Health also used alliancing. This gave the company access to
more sources of knowledge and a more extensive network. These attributes became part of the
idiosyncratic set of capabilities that helped Happy Health cope with the fast growth and
environmentaldynamism.

External human capitalspillovers

At last, Happy Health also managed to hire an employee thatis experienced in the field of dietetics
and bariatric surgery. The knowledge, skills, habits and personal attributes of this employee bring
new perspectivesand treatment methods to the company. The human capital that Happy Health
gains could also potentially lead to betterleadership and management with in the company.

“We have been able to hire (name employee). She is a very knowledgeable woman with a lot of
experience underherbelt. It’s just what we need right now. She can lead the other dieticians,
provide them with knowledge and help us build more effective and efficient routines. She isan
actual dietician so she can also inform us about the problems that these employees face in their
daily work.” (Meeting 17.1.2020)

Happy Health hired the experienced employee which facilitated the communication between top
management and the dieticians significantly. The dieticians became more consistentin their work
and had a conduit through which they could now communicate issues of their daily work to top
management. The more effective communication allowed Happy Health to make quicker
adjustments.

Table 9 presents an overview of additional interview extracts that indicates the different sources of
adaptability in both firms.
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4.4 Reactive patterns to recursiveness and adaptability

During the study, both cases reacted to the effects of recursiveness and adaptability in similar ways. |
noticed that the companies created adaptive responses when the negative effects of recursive
tendencies on strategicaction persisted fortoo long. Happy Health created a better capacity
planning to counteract the problems it was experiencing because of exogenous influences. The
company also explored expansion strategies and possibilities for concentric diversification outside of
their current partnerships to decrease path dependency. VitalLife organized strategic meetings for
all employeesto decrease shareholder dominance and the effects of the tight labour market. This
dynamic worked vice versa as well. Adaptive practices would often be followed up by recursive
responses in both cases. In Happy Health and Vital Life, new knowledge gathered through
organizational learning would be internalized and used to create efficient routinized practices. The
pros and cons of recursiveness and adaptability made both companies gear towards a balanced mix.
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5 Discussion

This study put a particular focus on fast-growth SMEs within the academic field of strategy-as-
practice. By doing so, it took a step into the relatively unexplored context of for-profit organizations
within the current literature. The findings of this study help us explainin better detail, how and why
recursive and adaptive tendencies occurin strategy teams of fast-growth SMEs. The results also have
implications forthe way in which these tendenciesinfluencestrategicaction overtime.

Since this is an industry-bound study including just two cases, findings may be confined to specific
contextual elements of both industry and firm. The limited generalizability of results, whichis partly
intrinsic to the deep ethnographicapproach of this study, calls for more research into top
management groups of fast-growth SMEs. Analyses that take place under different organizational
and competitive conditions, would be both theoretically and practically important since they
stimulate cross-firm and cross-industry learning. The cumulative body of knowledge that originates
from these richly detailed studies could then provide a foundation for theory development that has
broaderapplicability. This study adds to the current literature in its own way by addressinga
research gap within the strategy-as-practice-literature concerning fast-growth SMEs. In alignment
with the phrase ‘the whole is greaterthan the sum of its parts’, this research was designed to
increase the body of knowledge within the strategy-as-practice field to serve the purpose of future
theory development.

This study found four main sources of recursiveness and three main sources of adaptability that were
described as individual constructs. These constructsin and of themselves are not significantly new, as
most of them have been studied in various domains of management literature. Nonetheless, the
novelty of their application and potential for contribution lies in their positioning within the current
literature and the explanatory framework. The tendencies of this study that were foundto be new in
the context of strategy-as-practice were shareholder dominance, exogenous influences, a lack of
hierarchical structures. These tendencies could however be linked to related tendencies from the
literature.

Shareholder dominance seems to be closely related to cognitive inertia, which is in this case
specifically prevalentin shareholders. The existing norms and values of the dominant shareholdersin
this study were often the source of their dominant behaviors in strategic decision making. Several
guotes fromthe interviews with the CEOs depicted beliefs such as ‘I am the ownertherefore | should
choose’. This relates to a recent contribution of Ertl (2020) which describes how cognitive inertia
assumes that people act on their existing values and beliefs, resultingin the inhibition of successful
organizational transformation. The exogenous influences from this study can be linked to heuristics.
Quickly changing environments and other externalinfluences often challenge the heuristics of
strategic decision makers. This was also the case for Vital Life and Happy Health. Most of the external
influences required out of the box thinking to be solved instead mental shortcuts.

As is mentionedin chapter 2.3.2, path dependency has been linked to organizational inertia in
severalstudies (Sydow et. al 2009) (Schmid, 2017) (Dow, 2018). In this thesis, | further confirm the
idea that path dependency causesinertia and recursiveness. Additionally, | suggest that path
dependency manifests as a recursive tendency in the context of fast-growth SMEs. Extant literature
has also indicated the importance of managerial hierarchy in the reliable execution of set out tasks
(Lee, 2017)(Cumming, 2016). Flatter organizations rely on lateral accountability for this, which in
some cases can have adverse effects (Krasavin, 2018)(Cumming, 2016). An organization will
inevitably have people that refuse to change, which was also the case in Vital Life and Happy Health.
Such a problem calls for figures of authority thatlead these people to the adoption of new practices.
Based on my findings, | extend this view of Krasavin (2018) and Cumming (2016) into the field of
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strategy-as-practice. | do so by proposing that a lack of hierarchical structures can prevent
organization wide adoption of new strategicpractices in SMEs.

Various studies have stated that organizational learning stimulates adaptation in firms (Annosi,
2020)(Ferincz, 2016)(Tamayo-Torres, 2016). | uphold this stance and argue that it is potentially even
more important in fast-growth companies because of their higher needs for fast adaptability. During
the study, | observed the importantrole that organizational learning played in the companies’
adaptive capacities. The same principle appliesto dynamic capabilities, which has been described as
a driver of organizational adaptationsin a range of studies (BasSkarada, 2016) (Adegbite, 2018). |
found that dynamic capabilities assisted in the response to environmental dynamism in both of the
cases. Dynamic capabilities thus form an important source of adaptability in fast-growth companies.
At last, | found that human capital spillovers form a source of adaptability which is in line with
findings from studies that have also investigated this relationship (Chang, 2016) (Eklund, 2019).

This thesis proposes that strategic action changes based on the amount of recursive and adaptive
tendencies thatare presentin a firm. It is imperative for firms to seek an optimal balance of
recursiveness and adaptability to successfully guide through periods of fast growth. This study
contributes to our understanding of this process through the detailed analysis of activities and tools
that practitioners and strategy teams use during the strategy process.

As is inevitable with such an in-depth organizational study, both the data and the conclusions have
links to various fields of extantliterature. The process of implementing adaptive praxis and practice
in both firms relates to the field of change management. In both cases, various attempts at change
remained unsuccessful. Parallelto theories of change management, this study found some crucial
factors thatare needed forsuccessfuladaptationin firms. The cases showed the importan ce of the
following activities:

- Determiningand communicating the reasons for change
- Assessingthe firm’s capacity and readiness toimplement change
- Establishing organization-wide shared intentions for change

These activities are similarly highlighted in studies of change management (Gill, 2002) (Hayes,2018).

The way in which fast growth was perceived by actors in both firms also has implications for other
fields of literature. The findings propose that success leads to more conservative strategic practice
whereas poor performance tends to provoke organizational change and risk taking. This adds to
strategic leadership literature that investigates the role of success and failure on strategic decision -
making in firms. Toft (2016, p.5) for instance states that “failure teachesleaders valuable lessons, but
good results only reinforce their preconceptions and tetherthem more firmly to their ‘tried and true’
recipes”. Leaders of fast-growth firms could thus be more prone to conservative and recursive
strategic conduct. Future research could investigate the effect that fast-growth has on the
perception of success and how this influences strategic decision-making.
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6 Conclusion

During this study, specific patterns have been found in the way that recursive and adaptive
tendenciesinfluence strategicaction in fast-growth SMEs. Practitionersin both cases faced the
dilemma of having to reconcile the needsforstability and change which resulted in various strategic
outcomes. The duality of recursiveness and its paradoxical elements became evident as problemsin
strategic conductand performance arose. Certain strategic heuristics and routines that both firms
had developed for efficacy had become ‘sticky’ over time predisposingthem to inertia.

The four main sources of recursiveness in this study were shareholder dominance, exogenous
influences, path dependence and alack of hierarchical structures. Shareholder dominance was found
to be a potentialform of recursiveness in SMEs with simple ownership structures. Exogenous
influences such as changesin demand or a tight labour market were also identified as forms of
recursiveness. Both cases showed that these influences can create a need for new strategic practice s
at a high pace. Fast-growth SMEs seem to particularly struggle with meetingthe high market demand
while still delivering high-quality services/products. Consequently, newlevels of efficiency have to
continuously be achieved by practitioners through their practice and praxis. This confirms the notion
that fast-growth firms need to discard and adopt practices more rapidly. Organizational sensing
mechanisms are thus of significant importance to fast-growth companies since there is less time for
recursive modes of response. Analysis of the cases also showed signs of path dependence. The
reasons for fast-growth SMEs to stick with recursive practices and praxis were found to be high
tangible and intangible switching costs. Having to perform under the high pressures of fast growth
leaves little time to unlearn old practices and relearn new ones. At last, recursiveness was also found
to originate from a lack of hierarchical structures. An absence of relative status and authority leaves
room foremployeesto hang on to recursive modes of strategic practice.

Both cases used three main sources of adaptability to enable timely adaptive responses.
Organizational learning and dynamic capabilities were used to successfully respond to environmental
dynamism. Product development, asset orchestration, network management and knowle dge
managementwere found to be the main building blocks of these constructs. SMEs can potentially
also derive adaptability from externalhuman capital spillovers. Employeesfrom competitors or
closely related industries can instill new praxis and practice s that transform traditional ways of
working.

One of the main suggestions of this thesis is that change in strategicaction is caused by an imbalance
of recursiveness and adaptability. Strategicaction tends to move in the opposite direction as the
amount of recursive and adaptive tendenciesina company at specific times. High amounts of
recursiveness stimulate the creation of adaptive practices whereas high amounts of adaptability
encourage stability and recursive practice. This constant pursuit towards an equilibrium of
recursiveness and adaptability is a crucial part of successfulstrategic conduct in organizations. As is
illustrated in figure 1, fast-growth SMEs seem to thrive and stand the test of time by undergoingthe
never ending cycle of repetitive rectification successfully. To reestablish a more optimal balance of
recursiveness and adaptability in a company, adjustments can be made before performance starts to
actually decline. However, if there is a lack of self-imposed signals for change, performance can
decline progressively. This could in turn function as a shock that forces the company to address its
needsforchange. The Vital Life case showed this through radical reorientation of top management.

Strategic action is thus taken in response to stimuli that alter existing strategic intentionsin
practitioners. These intentions are then converted into strategic initiatives. It should be noted though
that strategic intentin and of itself only constitutes a potential. Change can be initiated through new
strategic intentions but will only really manifest through organization-wide strategicaction. For this
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reason, the effectiveness of strategicaction seems torely heavily on the human actors within the
company. Practitioners seemto be the ultimate mechanism through which the optimal utilization of
practices and praxis can be realized. Employeesthatlack the capabilities or willingness to execute a
new strategic plan form a pivotal source of recursiveness. Accordingly, it could be said that strate gy
without capabilities or a general consensus on strategic direction is powerless. A lack of strategy
combined with capabilities and a willingness to change would on the other hand prove to be aimless.
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