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ABSTRACT
This paper aims to contribute to strategy as practice studies by showing how strategic
planning may function as a conflict-mediating routine. We conducted a five-year case study in
a large financial services firm jointly owned by a Brazilian state bank and a European
multinational financial company. These companies have different business objectives: the
former prioritizes short-term financial results, while the latter prioritizes long-term
consolidation of the business. We present the case in the form of a narrative of findings,
which shows how we pursue and uncover different levels of organizational reality and, more
specifically, the different roles played by strategic planning. The paper makes three
contributions: first, to multilevel empirical studies of strategy as practice, dealing with
macrostructures, intermediate structures and micropractices; second, to studies of routines as
praxis capable of supporting the solution of conflicts that arise from the presence of different
business logics; and third, to business practice, as it provides guidance on considering

additional roles taken by strategic planning.

Key words:
Strategy as practice; strategic planning; organizational routines; regulatory praxis; conflict

mediating routine; case study.
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INTRODUCTION

Strategy as practice (SaP) has brought a new perspective to the understanding of
strategy. SaP gained momentum in the 2000s (Jarzabkowski, Balogun, and Seidl, 2007;
Jarzabkowski and Spee, 2009; Whittington, 2006). Over the years, it has produced empirically
based works that have most frequently focused on one of its three components: some studies
have emphasized practices (e.g., Eppler and Platts, 2009; Giraudeau, 2008; Jarratt and Stiles,
2010; Kaplan, 2011; Whittington, Molloy, Mayer and Smith, 2006); others have focused on
practitioners (e.g., Angwin, Paroutis and Mitson, 2009; Laine and Vaara, 2007; Nordqvist,
2012; Rouleau, 2005; Whittington, Cailluet and Yakis-Douglas, 2011); and others have
prioritized praxis (e.g., Balogun and Johnson, 2005; Kaplan, 2008; Regner, 2003; Sillince,
Jarzabkowski and Shaw, 2012).

On the other hand, as Elbasha and Wright (2017) pointed out, empirical studies in SaP
have been accused of micromyopia (see Vaara and Whittington, 2012) or microisolationism
(see Seidl and Whittington, 2014), i.e., a tendency to favor the individual and collective
agency of managers, while failing to consider how macrostructures (and intermediate-
structures) relate to micropractices.

Our research addresses this gap. We investigated a case during five years, in which we
observed the interactions among macrostructures, intermediate structures and micropractices.
We take as a macrostructure the economic environment in which the company we studied
operated; as intermediate structure its governance, which had two shareholders with different
visions for the business; and as micropractices, the strategic planning and budgeting
intertwined at the company.

At this point, it is appropriate to mention some methodological particularities of this
study and the different research questions we formulated as we progressed in our fieldwork.

The starting point of this ‘journey of discovery’ was the opportunity to conduct a strategy
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case study in a large, market-leader company operating in a turbulent environment. This
opportunity arose because of the personal contact one of the authors had with one of the
company’s directors. When conducting strategy studies, access to companies is often
hampered by issues related to confidentiality; therefore, we considered this to be a valuable
opportunity. Our initial objective was to carry out a case study on SaP, in which we would
focus on macrostructures and micropractices, as indicated in the previous paragraph (Elbasha
and Wright, 2017). Our first research question was the following: what can SaP reveal about
strategic planning in a large company that operates in a turbulent emerging market?

However, starting with the initial visits and interviews, we noticed the importance of
the budgeting process in determining the strategic drivers. We also noticed that there were
significant differences between the official discourse, which emphasized a structured, highly
participative strategic planning process, and an unofficial discourse, which revealed that the
main drivers for strategic decisions came from a few executives at the top of the organization,
particularly those responsible for budgeting. This led us to a second research question: what
can SaP reveal about the distance between discourse and praxis in the strategic process of a
large company?

Finally, as we approached the end of the field research, we could see that the dynamics
surrounding strategic planning and budgeting were, in fact, a reflection of the different
business perspectives adopted by the company’s two shareholders, and how such perspectives
interacted over time. We perceived that strategic planning was a conflict mediating routine or,
as we came to call it (in a manner more consistent with SaP terms), a regulatory praxis.
Therefore, we adopted the perspective of organizational routines (in our case, the strategic
planning routine) as sources of change (Feldman, 2000; Kozica et al., 2014). We followed the
advice of Stanczyk-Hugiet's (2018), which advocates using the concept of routine in strategy

research and, more specifically, we used the conceptualization of Salvato and Rerup (2017),
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who see routines as generative systems that are capable of regulating conflicting
organizational goals. This led us to a third research question: how has the strategic planning
routine transformed into a praxis that regulates conflicts?

The remainder of the paper is divided into five sections. The first section presents our
paired theoretical lens: SaP and organizational routines. The second section presents the
company we investigated and the methods we used. The third section presents our findings.
The fourth section discusses the results. The fifth section provides a synthesis of the paper,

indicates its main contributions, and suggests directions for future research.

THEORY
Strategy-as-practice (SaP)

SaP emerged in the 1990s and expanded in the following decades with seminal books
and papers (e.g., Jarzabkowski, 2005; Johnson, Langley, Melin and Whittington, 2007;
Golsorkhi, Rouleau, Seidl and Vaara, 2010). Top journals also dedicated special issues to the
topic (e.g., Journal of Management Studies, 2003; Human Relations, 2007). Starting from its
European roots, the movement advanced internationally. Significantly, the Academy of
Management created a division dedicated to SaP matters, called Strategizing Activities and
Practices.

SaP evolved and established itself as an alternative to the dominance of the economic
approach in strategy studies (Jarzabkowski and Spee, 2009). This was made possible by the
introduction of social theory concepts, inspired by Giddens (1984) and Bourdieu (1990). This
influence resulted in the transition from a focus on the organization’s competences to a
stronger focus on the social actors and on their practical competence as strategists

(Whittington, 1996, 2006).
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Accordingly, the SaP proposal for studies in the field of strategy is to highlight social
actors and what they do in activities related to strategy development (Maciel and Augusto,
2013). It is argued, therefore, that actors are capable of influencing social structures and
strategy processes and that their actions modify the final result.

What differentiates SaP from other approaches is its ability to analyze the strategic
process as a social event that takes place in organizations and to treat strategy as something
that people do (Whittington, 2006). Considering these characteristics, Jarzabkowski and Spee
(2009: page 70) suggest that strategy be defined as a ‘socially realized activity in which
strategic creation comprises the actions, interactions and negotiations of multiple actors and
the practices that each one of them supports in order to carry it out.’

To this way of defining and analyzing the preparation of strategy in companies, the
authors added three key elements: practices, practitioners and praxis (Jarzabkowski and Spee,
2009; Whittington, 2006). Practices are tools, standards and strategic procedures (Vaara and
Whittington, 2012). Practitioners are social actors whose rhetorical, political and social skills
have an influence on how they perform their functions and how they achieve results (Vaara
and Whittington, 2012). Praxis is the flow of activities that connects the microactions of
individuals and groups with the broader context of the organization in which these actions
occur (Jarzabkowski and Spee, 2009).

The objective behind studying praxis is to investigate the reality of the strategic
process in the day-to-day routines of companies (Vaara and Whittington, 2012). As
Jarzabkowski and Spee (2009) observe, praxis can occur at different levels in the
organization, but it is particularly important at three specific levels: at the microlevel, where it
is associated with individuals and with groups, and where it materializes as decisions,
meetings and workshops; at the intermediate level, where it is seen when strategic processes

are introduced and in change programs; and at the macrolevel, in the environment outside the
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company, in the analysis of the specific patterns and actions of those companies that comprise
an industry segment.

These three components — practices, practitioners, and praxis — should be looked at in
an integrated way, although each of them has its own specific meaning (Whittington, 2006).
By using these three components and thus bringing in a new perspective, SaP has helped to
advance studies in the field of strategy. Studies carried out by SaP scholars have helped show,
for example, how the practices used are capable of facilitating or hindering a strategy; these
studies have also clarified the influence that strategists’ skills have on the strategic process.
SaP also helped to evaluate tools and practices by analyzing their use and the social function
they perform in the process.

In spite of its wide-ranging contribution, some gaps in SaP have been pointed out in
the literature, part of which inspired this study. As mentioned in the previous section, SaP
empirical research has been accused (Elbasha and Wright, 2017) of being micro-myopic
(Vaara and Whittington, 2012), and micro-isolationist (Seidl and Whittington, 2014), pointing
out a gap as they tend to fail to focus on how macro- and intermediate-structures may link to
micro-practices.

We will attempt to do precisely that in this case study, showing how over time forces
in the company environment (macrostructure) has shaped interactions between governance
bodies within its controlling entities (intermediate structure). These interactions gave origin to
an unofficial set of dynamics between micro-practices, with multiple consequences, including

an evolving role of strategic planning.

Regulatory routines
As indicated in the introduction of this paper, the development of the case study raised

the question of routines. Routines are, by themselves, a field of investigation in management
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(see Pentland and Feldman 2005; Pentland and Rueter 1994; Vogel, 2010). Organizational
routines are functionally similar, complex sets of social action patterns (Pentland and Rueter,
1994: 484). They are relevant because they represent the means by which organizations carry
out their activities, with implications for organizational effectiveness, efficiency, quality and
performance.

Organizational routines are not immutable (Kozica et al., 2014). Although they are
frequently associated with organizational inertia, they can be the source of change. Feldman
(2000), for example, shows how routines change as the agents involved respond to results and
to previously performed routines. The author argues that there is an internal dynamic to
routines that causes change. Wilhelm (2013), on the other hand, contrasts and complements
Feldman’s (2000) perspective by arguing that the issue of context is insufficiently dealt with
in research into routines and that context is essential for explaining change in routines.

Here, we posit that strategic praxis is permeated by routines. In fact, routines can play
a relevant role in the strategic process. Routines and SaP can therefore be studied together to
provide a better understanding of strategic choices (Stanczyk-Hugiet, 2018). In our case, we
adopted the typology of units of analysis proposed by Pentland and Feldman (2005).
According to these authors, routines can be treated in three ways: as an undifferentiated black
box; as isolated parts, or patterns of action; and as interrelated parts, with a focus on the
relationships between these parts and the processes by which these parts change. We adopted
this third perspective in this study.

Consequently, we associate the idea of regulatory praxis with the concept of
regulatory routine, i.e., a means for balancing different organizational goals and managing
conflicts (Salvato and Rerup, 2017). In fact, conflicts are part of organizational life.
Organizations frequently manage multiple objectives at the same time, for example, being

flexible while dealing with pressures to standardize, and adhering to environmental
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sustainability principles while maximizing profits. The classic response to such contexts is to
modify those routines in which conflicts materialize in time or space. There is, however, very
little literature on how to manage conflicts in a dynamic way (e.g., Salvato and Rerup, 2017,
Smets et al., 2015). In this sense, advancing our understanding of how routines (or praxis) can
be used for this purpose is desirable.

Taking on challenges previously set forth in this literature to analyze organizational
routines as sources of change (Feldman, 2000; Kozica et al., 2014), and to use the concept of
routine in strategy (Stanczyk-Hugiet's, 2018), we extended Salvato and Rerup’s (2017)
framing of routines as conflict regulators, to make sense of how, in our case study, strategic

planning assumed over time the role of a conflict mediating routine.

METHODS
Total Services
The field study was carried out at Total Services (fictitious name), a private financial
services firm with more than six thousand employees and more than ten million customers.
The company has two controlling shareholders: a large Brazilian state bank (State Bank,
fictitious name) and a European multinational (Euro Services, fictitious name). Total Services
has a country-wide presence in Brazil. The company has an annual turnover of approximately

US$ 5 billion and is a leader in most of the segments in which it operates.

Data collection
Data were collected from three sources: in-depth interviews with the company’s
strategy practitioners during five years, documents related to strategic planning, and direct
observation. Interviews in the first year were conducted with a managing director (responsible

for strategic planning), three directors, five superintendents, a manager and a specialist. The
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interviewees represented different areas and different hierarchical levels. The interviews
lasted 48 minutes on average, with the shortest interview lasting 34 minutes and the longest
73 minutes. All the interviews were recorded and transcribed. The script used was divided
into three blocks: the first block focused on the interviewee’s perception of the strategic
process; the second block focused on the various agents and forces that took part in the
process, such as shareholders, managers, advisors, areas etc.; and the third block explored the
interviewee’s view of the process as a whole.

Two additional interviews were conducted with the managing director responsible for
strategic planning. These were conducted two and four years after the first interview, with the
objective of following up the process. The first lasted 60 minutes, and the second lasted 115
minutes. Both were recorded and transcribed. It is worth mentioning that the interviewee was
a privileged interlocutor, given their position and profile, and at the same time open and self-
critical of the process.

Documents included those directly related to the annual strategic review process. We
collected 21 documents, which were subsequently organized into five categories: (1)
introductory presentation of the process; (2) timetables of the process; (3) relationships of the
participants involved in the process; (4) presentations of the steps of the process; and (5)
materials produced to support decisions.

The direct observation was made by one of the authors of this article and involved
meetings face-to-face meetings focused on environmental analysis and synthesis. These
meetings were an essential step in the process and were attended by approximately 70
professionals from Total Services. Direct observation allowed this author to experiment how
the strategic planning process unfolded firsthand. The researcher systematically recorded his

observations of practitioners, practices and praxis.
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Data analysis

For analysis, we adopted a reflexive approach that was freely inspired by Mitev and
Venters (2009). We approximately followed, as they did, the four levels of interpretation
proposed by Alvesson and Skoldberg (2000). We adapted the four levels to fit the conditions
of our research, resulting in three steps. First, we analyzed the empirical material that was
collected, a process that took place as the case was being studied and recorded. Second, we
interpreted the findings from the agents’ viewpoint, as expressed in the interviews we
conducted. Third, we sought to carry out critical self-reflection. This allowed us to unveil two
different strategy processes in the company: on one hand, the formally predicted strategic
planning, and on the other, an unofficial strategic routine, which we lay out and contrast in the
results section.

As suggested by Nowotny et al. (2001) and adopted by Mitev and Venters (2009), we
tried to analyze the Total Services case in a reflexive and realistic manner. By accepting the
challenge set forth by Elbasha and Wright (2017), we were able to delineate interactions
between macro-structures (task environment/market), intermediate structure (governance and
controlling shareholder companies’ relationships), and their effect on strategic micro-
practices, mostly involving intertwined links between the strategic planning and budgeting
functions of the company.

Lastly, by extending Salvato and Rerup’s (2017) conceptualization of routines as
conflict regulators, we were able to see how the data pointed out that strategic planning
assumed over time, in the Total Services case, the role of a conflict mediating routine, as we

will cover in the following section.
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RESULTS

Timeline

Total Services’ story began in 2009. As the Brazilian market for its services
consolidated and following similar movements from competitors, State Bank and Euro
Services decided to close ranks. This movement gave birth to Total Services. The new
company was officially created in May 2010 and approved by the local regulatory agency in
June 2011. Total Services was formed through the joining of managers and staff from specific
business units from the State Bank and Euro Services. Oddly, they were not fully, but only
partially integrated, as the new company kept a double structure of command.

In the following years, as the country’s economy grew, Total Services experienced
extraordinary success, vigorously outperforming the market. In 2012, Total Services
implemented its strategic planning, employing what was considered to be state-of-the-art
practices. Meanwhile, Euro Services became dominant, managing Total Services as if it was a
subsidiary. However, internal tensions were kept low, as the overall performance of the firm
was excellent.

From 2015 onwards, the Brazilian economy experienced a long and deep recession,
directly affecting Total Services’ business. The firm started to underperform the market.
Unhappy with the performance of Total Services, State Bank replaced itself with its own
subsidiary, State Services (fictitious name). The objective was supposedly to improve control
over Total Services.

In the following years, conflicts between Euro Services and State Bank continued to
grow. Meanwhile, strategic planning continued to be carried out, improving Total Services’
practices and, at the same time, acting subtly as common ground on which tensions between

the two shareholders could be addressed and (at least partially) dissipated. It also provided a
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sense of identity to the company, countering feelings of segregation and fragmentation that
permeated its ranks.

The year 2018 was dedicated to a deep restructuring of operations. By the end of the
year, the top management announced a new name for the joint venture, new products and a
new organizational structure. Exhibit 1 presents the timeline of changes at Total Services.
Next, we will present in detail the formal, official process of strategic planning and an

alternative view.

The official process of strategic planning at Total Services
Total Services’ strategic planning has officially four stages. Access to documents

allowed us to outline the official flow of process activities, as represented by Exhibit 2.

Step 1 comprises an analysis of the company’s external and internal environments,
which generates inputs for step 2. External analysis uses the PESTEL model (an analysis of
political, economic, social, technological, environmental and legal factors) and the five
competitive forces model of Porter (1979). Internal analysis uses the value chain model
(Porter, 1985) and the VRIO model (Barney, 1991). The work involves several preparatory
activities. Analyses are carried out at a one-day event outside the company, attended by

approximately 70 managers.
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Step 2 involves the preparation of the SWOT analysis. This analysis summarizes the
topics prepared in step 1 and purportedly reveals the company’s competitive position. The
work is carried out by senior managers, supported by professionals from the strategic
planning department.

Step 3 is considered to be the most relevant to the process. This activity starts by
identifying the strategic drivers of the shareholders and the CEO, which have been collected
by professionals from the strategic planning department. These drivers are added to the
analyses that were carried out in the previous activities. Step 3 therefore defines the strategic
objectives. The final product of this step is a corporate balanced scorecard (Kaplan and
Norton, 1986), which contains the corporate objectives, goals and KPIs. Shareholder
representatives, the CEQ, directors and professionals from the strategic planning department
all take part in this step.

Step 4 involves rolling out the strategy to the business units and support units. In this
step, each unit builds its own scorecard based on the corporate scorecard. This stage involves
unit managers. The final product is validated by the director of each business or support unit.

All these actions, meetings and decisions comprise the formal, official strategic

planning process. Exhibit 3 identifies the practices, practitioners and praxis of each step.

An alternative view
As mentioned previously, our field research allowed for the identification of variations
and nuances in relation to the formal process. To avoid redundancies, we will discuss in this

subsection only items identified as being distinct from the official version.
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In Step 1 — external and internal environmental analysis — we identified few changes in
relation to the official narrative. Some interviewees, however, indicated attitudes and
behaviors that could be classified as merely ceremonial. For example, Interviewee 4
commented that ‘the executives who take part in [defining] these inputs, do so only
occasionally. The discussion is like that, so it’s not gone into in any great depth.’ Interviewee
5 mentioned that ‘over time that discussion [...] becomes insipid and superficial. There are
different opinions. I leave there with no clarity.’ Interviewee 9 significantly observed that he
had heard one participant mention that no choices were made or priorities defined. In his
words, ‘we give everything a 10, because everyone here needs resources.’

In Step 2 — assessing competitive position — we also identified few differences from
the official narrative. This is probably because the work is well parameterized. However,
some interviewees offered important insights about praxis. These interviewees expressed
doubts as to whether the SWOT analysis, which is presented to the CEO and used for
preparing the corporate balanced scorecard, is the outcome of the analysis that is produced by
the practitioners in Step 2, or another version subsequently produced by the strategic planning
area. For instance, interviewee 4 commented: ‘The strategic planning department generates
information that is a bit more in-depth for the directors and the CEO, with the support of
consultants.’

In Step 3 — defining the corporate strategic guidelines — we found substantive
differences from the official narrative. First, we noticed that the main input for defining the
strategic direction was the budget and not the analyses carried out in steps 1 and 2.
Interviewee 10 categorically stated that ‘the strategic discussion comes after the economic
discussion’, and interviewee 9 added, ‘The company is heavily numbers-based. It’s not
worried about other perspectives.’ Some interviewees also commented on the fact that there

was little participation in the budgeting, which contrasts with the highly participatory nature
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of the strategic planning. For instance, interviewee 1 stated: ‘In relation to the budget, they
force it down our throats.’

Second, we noticed that the balanced scorecard is perceived by some interviewees to
be of doubtful value given the volatile nature of the economic context. According to
interviewee 7, ‘The [...] performance in the following year takes care of the agenda. When
you see how dynamic today’s scenario is, you 're obliged to keep reviewing the strategy’.
Interviewee 5 added: ‘everyone finds it difficult to come up with a general strategic view [of
the balanced scorecard].’

Third, we noticed a lack of clarity as to the guidelines coming from shareholders and
top management. As interviewee 8 said, ‘what’s missing are drivers that are clearly outlined
by the first level.” Similarly, interviewee 2 declared, ‘we have no strategic guidelines from the
shareholders, and we don’t have them from top management either.’

Fourth, we noticed a discrepancy between the central role assigned by the official
narrative to the directors and senior managers and the perception that decision-making is a
closed process, conducted exclusively by top management. Interviewee 6 stated: ‘In the end,
what you see is that the work of managers serves for discussing planning, but the final
product is really decided by the shareholders.’ Interviewees 1, 5 and 3 added, respectively:
‘Who sets the targets? The shareholders’; ‘Shareholder participation is strong, which is
surprising to me. It’s more interventionist than I think it should be’; and ‘Who'’s going to have
the final say in the end? The shareholders.” Some interviewees also indicated that
shareholders frequently interfere in the strategic process. According to Interviewees 2 and 8,
respectively, ‘in the middle of the review phase [...] a document arrived with the guidelines
from the shareholders’, and ‘we received these guidelines a bit late [...] we had to adjust our

figures accordingly.’
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In Step 4 — rolling out the strategy to business units — we also found views that were
different from the official narrative. The interviewees perceive this step as also being affected
by budgeting. First, various interviewees believe that preparation of the corporate balanced
scorecard is not an input for defining the strategic focus of the business units. According to
interviewee 10: ‘there’s a lot of independence [...] my connection is with the objectives given
by the shareholders.’ Interviewee 3 added: ‘the strategic planning is done well, it’s well-
directed and well thought out, but it’s not necessarily used by the business units.’

Second, we noticed that the strategy is carried out without the direct support of the
strategic planning department, since it is prepared within the scope of the business units.
According to interviewees 4 and 2, respectively, ‘in the model we have today [ ...], the unit is
the one that defines the major guidelines as to where we should go’; and ‘the strategic
planning department needs to go to the [business] unit to find out how they re defining. The
one that has the final say is the [business] unit.’

Third, we perceived that the business unit’s strategy is ultimately defined directly
between each business unit and the shareholders. According to some of the interviewees, the
strategic discussion begins when the budget is delivered to the shareholders. According to
interviewees 4 and 10, respectively, ‘when you put together this first budget and give it to the
shareholders, that's when all the discussion begins,’ and ‘any change in the strategy comes
from the clash of the budget with the shareholders, and the changes are specific for each
business unit.’

Because of these findings, we should, in fact, consider an additional step (or praxis) in
the actual strategic planning process, which is budgeting. The official narrative does not
recognize budgeting as part of the strategic process. The interviewees, however, identified
budgeting as a key part of the process because of its role in defining the guidelines and

strategic objectives. The budget directly reflects the shareholders’ guidelines. According to



13602

interviewee 11, ‘the areas even put their expectations in the budget, but this is given by the
shareholders.’

This situation has an impact on the strategic planning department, which is excluded
from the process that is conducted directly between the shareholders and the business units. In
fact, the two processes — strategic planning and budgeting — run in parallel, with little
interaction between them. According to interviewees 11 and 9, respectively, ‘both strategic
planning and budgeting occur in parallel, but they 're not together’; and ‘both processes are
put together at the same time, but the interface between the two is still very small.’

We concluded, therefore, that strategic definitions are given as a function of the
financial adjustments made by shareholders. As interviewee 11 explained, ‘the executives
from each business unit pass the information to the controllers, which consolidates it and
returns it to the level 1 executives in the area and then adjustments are made, based on the

shareholders’ guidelines.’

DISCUSSION
In this section, we highlight the five issues that emerged from the fieldwork and that

refer to the strategic practices, practitioners and praxis of Total Services.

Budgeting is the determining praxis for defining strategic guidelines
Field research we conducted led us to conclude that Total Services’ strategic
guidelines are not defined within the formal, official process but in a parallel, budgeting
process. This finding is in line with the results found by Regner (2003), who pointed out that
strategy can be formulated in processes that are peripheral to the official strategic planning

process. Our finding is also in line with the conclusions reached by Vaara and Whittington
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(2012) regarding praxis and its power to legitimize or delegitimize a process. The Total

Services case shows that budgeting praxis overrides the official strategic planning process.

Strategy is defined by the shareholders and materialized through budgeting

Field research revealed that the main budgeting inputs are the guidelines defined by
the two shareholders. The business and support units propose suggestions, but the controller,
which is responsible for budget consolidation, uses the shareholders’ guidelines as the main
inputs for defining the budget. What happens in Total Services is similar to what has been
observed in other empirical studies, which have observed that the budget preparation process
can be used to block changes (Hendry et al., 2010). At Total Services, one cannot say that
there is a deliberate intention on the part of the shareholders to block strategic changes, but we
observed that the strategic process is directly affected by the restrictions defined by

budgeting.

Strategic planning and budgeting duality bring ambiguity, tensions and cynicism

Proponents of the use of the balanced scorecard argue that the adoption of this tool
facilitates communication of the strategy and makes it clear (Kaplan and Norton, 1996). Total
Services uses this tool for this purpose. However, this use creates ambiguity, since it occurs in
parallel with budgeting. As a result, company employees experience difficulties in defining
which guideline they should use for making decisions.

Direct observation and interviews allowed us to capture the negative perceptions held
by a significant number of managers with regard to the company’s strategic process. This
situation can have negative consequences for the company: first, it may fuel feelings of
cynicism about the process and the company; second, there is a perception that resources are

mobilized with no practical purpose; third, there may be a loss of commitment to
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performance; and fourth, it may prevent more open and substantive strategic reflections from

taking place.

Strategic planning helps to manage conflicts between shareholders

Routines are action grammars (Pentland and Rueter, 1994). Even though routines are
often perceived as immutable or as responsible for organizational inertia, they have the
potential for change (Feldman, 2000). The study of parts of routines, the relationships
between these parts and the processes by which they change can offer us new perspectives for
understanding strategic processes, such as those we have focused on in this study.

In their long longitudinal case study of an Italian design firm, Salvato and Rerup
(2017) examined how organizational routines serve as a resource for balancing conflicting
organizational goals. The authors observed how members of the organization, by way of three
regulatory actions (splicing, activating and repressing), handled a continuous truce process,
thus managing to simultaneously achieve design goals and efficiency in the product
development routine.

At Total Services, the routine of strategic planning functioned as a mediator of the
visions of the two shareholders: State Bank, aiming for short-term financial results; and Euro
Services, aiming at long-term business development. The starting point was a situation in
which the strategic planning routine had not yet been implemented. In this context, the only
channel through which the conflicting perspectives of the two shareholders could be
addressed was budgeting. However, due to its technical nature and restricted participatory
conditions, this routine did not allow for conflicts to arise, be discussed or negotiated.

After it was implemented, the strategic planning routine offered a locus in which
conflicts between the perspectives of the two shareholders could be aired. It had limited

practical implications in terms of strategic decisions and actions and might function merely as
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a ceremonial ritual (Caldas and Wood, 1997), possibly restricting its power to resolve
conflicts. Its simple existence, however, fueled an important change, with the budgeting and
strategic planning routines being united in the same department. This change further increased

the capacity of strategic planning as a conflict mediating routine.

Strategic planning has three roles: utilitarian, symbolic and conflict mediating

The fieldwork led us to postulate three different roles for strategic planning at Total
that changed over time. Services. First, as a utilitarian praxis, the fieldwork allowed us to
analyze the environment, competition and products. This role was constrained by the
governance system and management model adopted at Total Services.

Second, as a symbolic praxis or discursive device, it created a sense of rationality and
coherence and provided a feeling of identity to employees. This seems especially important
for companies operating under internal and/or external conditions of fragmentation, instability
and turbulence, as such faced by Total Services.

Third, as a conflict-mediating praxis, it inconspicuously arbitrated the handling of
conflicts between shareholders. Over the years, this role seems to have grown. Strategic
planning helped to reveal and clarify divergences between shareholders, as well as mediating

conflicts between business and support units.

CONCLUSION
Synthesis
In this study, we conducted inductive, exploratory research into a large service
company. We took SaP as a theoretical lens and complemented it with organizational routine
theory. The fieldwork revealed, first, that budgeting, instead of strategic planning, was the

main strategic practice, although it is not a part of the formal strategic process; second, that
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the strategic guidelines of the company were defined by the two shareholders and materialized
in the budget, rather by the formal strategic process; third, that strategic planning and
budgeting comprised a dual system, the parts of which do not adequately interact, thus
generating ambiguity, tensions and cynicism; and fourth, that despite the above, strategic
planning has gained status as a praxis for mediating conflicts at Total Services, particularly

between shareholders.

Contributions to theory and management practice

We believe that this article makes two theoretical contributions. First, it contributes to
studies in SaP by providing a picture of how strategic planning occurs in a large organization,
focusing on the three components of SaP theory — practitioners, practices and praxis — and
covering micro, intermediate and macro aspects. As a result, it responds to Elbasha and
Wright’s (2017) recommendation to pay attention to how microaspects (agency of strategic
actors) interrelate with macroaspects (structure).

Second, we believe that this study contributes to the study of organizational routines
by showing how a high-level routine — strategic planning — can evolve to play the
fundamental role of a regulatory praxis that is capable of mediating conflicts between
shareholders in a large organization. This is relevant because of the increasing number of
organizations that need to balance the diverse and often conflicting institutional interests and
logics of different shareholders (see Smets et al., 2015, Pache and Santos, 2013).

This study also allows us to state some alerts for management practice. Although this
IS an investigation into a specific case, without pretensions to generalization, we believe that
situations similar to those identified in Total Services may occur in other organizations that

have dual systems, such as strategic planning and budgeting, and/or present hybrid forms of
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governance (Schmitz, 2015), hybrid logics of doing business (Battilana et al., 2015), or hybrid
management practices (Bolden and Kirk, 2009).

The dual praxis identified in this study may have harmful consequences. It devalues
strategic planning, which can lead managers to belittle strategic thinking, which in turn may
compromise relevant moves aimed at ensuring the competitiveness and sustainability of the
business. We recommend, therefore, that strategic planning, under conditions similar to those
recorded in this case, should be seen as a social practice that is capable of acquiring

(voluntarily or involuntarily) other functions.

Final comments and directions for future research

Corporate reality may be rationally bounded and messy. Following market
consolidation, Euro Services and State Bank joined forces. Total Services, the resulting
creature, was born a market leader, competitive and profitable. However, like many joint
ventures, it was not adequately integrated. With favorable market conditions, profits were
high and tensions between shareholders and between executives were kept at a tolerable level.
It was similar to a married couple where the partners live in the same house, raise children
together, but live separate lives, sleeping in different rooms and talking as little as possible, to
avoid conflicts. Meanwhile, other people living in the house develop skills to deal with the
strange couple. The situation proceeded as well as possible until the economy turned recessive
and the couple had to face its differences. As divorce was too high a price to pay, the couple
finally chose to refurbish the house. Fortunately, the skills developed by the residents of the
house proved useful at helping the couple come to terms with its differences.

Therefore, we suggest that future SaP studies might focus particularly on ‘messy
arrangements’ and ‘unhappy couples’, as there is presumably no shortage of cases. We

believe that SaP may be especially useful to, first, separate, image and substance in strategic
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processes and, second, investigate how image may transform substance. Naturally,
researchers will need to overcome the challenge of obtaining access to companies and will

need to establish long-term relationships to conduct extended longitudinal studies.
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Exhibit 1 — Timeline of changes at Total Services
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M\(()Q;rr] / Ii)é:]et;r;(e}[l Internal context Strategic planning
Expression of interest of
companies in the joint venture
between Euro Services
g)(;:égber, (shareholder #1) aqd State Bank
(shareholder #2), aiming to
explore complementarities for
market share gains
Official start of joint venture,
with converging interests, but
May, 2010 cr_eation of do_uble structure,
. with two presidents and low
Economic level of integration between the
growth structures.
June, 2011 Join venture approval by local
regulators
Implementation of strategic
2012-2013 Join venture grows above planning, coordinated by
market the strategy department and
Euro Services becomes deployed in business units
dominant in management, Strategic planning
2014 managing joint venture as if it indicators used to define
were a subsidiary managers' variable
compensation
Join venture grows below Improvement of the
market strategic planning KPI
2015 State Bank is replaced in the system, providing greater
joint venture by its service visibility for overall
subsidiary, State Services performance
Increased internal level of
friction between shareholders Strategic planning and
due to declining results budgeting united in the
2016-2018 Economic State Bank, unhappy with same department
recession results, pushes for change Strategic planning provides
Restructuring, with a sense of identity for the
approximately 15% reduction in company
staff
Reorganization process reaches
a milestone: communication of
November a new name for the joint
2018 venture, redefinition of

partnership products and new
organizational structure




Exhibit 2 — Strategic planning in Total Services

STEP1

Analysis of the
external environment

STEP 2

STEP3

Preparation of
the information
on the premises

of the
shareholders

Analysis of the
strengths,
weaknesses,
opportunities and
threats (SWOT)
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STEP 4

Preparation of
the information
on the premises

of the CEO

Analysis of the
internal environment

Preparation of
the corporate
Balanced
Scorecard

Preparation of

the Balanced

Scorecards for
the units

Consolidation of
Steps 1 and 2
analyses




Exhibit 3 — Strategic planning at Total Services
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Practices

Step 1 - Step 2 - Step 3 - Step 4 — Deployment

External and internal | Assessment of the Definition of the of the strategy in the
environmental competitive position | corporate strategic units
analysis guidelines
Porter’s five forces
model: anal¥5|s of the SWOT analysis:
external environment.
assessment of the

Value Chain model:
analysis of the internal
environment.

VRIO Model:
identification of
possible sources of
differentiation

SWOT analysis:
assessment of the
competitive position

Corporate balanced
scorecard: clarification
and communication of
the strategic corporate

goals

competitive position of
the business units

Balanced scorecard of
the units: identification
of the strategic goals
of the business units

Practitioners

Directors, senior
managers, managers
and professionals from
the strategic planning
department

Senior managers,
managers and
professionals from the
strategic planning
department

Shareholder
representatives, the
CEOQ, directors and

professionals from the
strategic planning
department

Directors, senior
managers, business
unit managers and

professionals from the
strategic planning
department

Praxis

Professionals from the
strategic planning
department identify an
extensive list of topics
for analyzing external
and internal
environments

Directors alter and
validate the list of
topics

Senior managers and
managers prioritize the
topics on the list that
has been prepared

Senior managers and
managers classify the
topics that were
identified and
prioritized in the
previous SWOT
analysis

Professionals from the
strategic planning
department consolidate
the corporate SWOT
analysis

Shareholder
representatives prepare
and inform the
strategic premises for
the professionals from
the strategic planning
department

The CEO prepares the
premises and passes
them on to the
professionals from the
strategic planning
department

Professionals from the
strategic planning
department prepare the
corporate Balanced
Scorecard

The CEO and directors
validate the corporate
Balanced Scorecard

Business and support-
unit managers prepare
SWOT analyses for
their respective units

Each unit, supported

by professionals from
the strategic planning
department, rolls out
the corporate balanced
scorecard to the unit

Unit directors validate
the balanced
scorecards of the units




