Experiential learning by network actorsin the design and art business

Annukka Jyraméa
Anne Ayvai
Hdsnki School of Economics

ABSTRACT

The paper discusses the role of experiential and entrepreneurial learning in the art and
design business. Experiential learning is perceived to be a more appropriate concept
than organisational learning for the study of micro-sized firms, especially in a network
context. We maintain that |earning takes place in the relationships of network actors, in
everyday practices. Yet experiential learning always requires reflection on either
personal or others experiences. We also discuss the way the network’s dominant logic
affects the learning process and what is learned. Moreover, we emphasise the role of
experiential learning in adopting the dominant logic and of identifying the key actors on
entering a network and building a focal net. The discussion builds on two sets of data
fromart and design industries and on previous literature on experiential learning.

INTRODUCTION

Experientid learning is a crucid factor in cresting competencies for firms, not only in
the sense of training and building the capabilities of managers and employers, but dso
in relation to cregting the ability to exploit the resources of the various network actors.
This study is founded on previous research into smdl-firm learning and on learning in
network reationships. We will be concentrating on micro-szed firms, often of only one
person. Inter-organisationd learning is crucid for such firms, as their own resources are
extremely scarce.

The purpose of the paper is to provide new materid for the debate on learning in a
network context. We will therefore be taking a look at the way micro-sized firms learn
in a network context; in particular, we will be focusng on the way entrepreneurs learn
from their own and their network partners experiences. We will aso discuss the way
entering a network and building legitimacy ae rdaed to the learning process. The
theoreticd contribution lies in the discusson and adaptation of the concepts
“experientid learning” and “dominant logic” to the network context (see, for example,
Moon 2000, Cope andWatts 2000, von Krogh and Grand 2000, Bettis and Prahaad
1995).



The study applies to design and at markets. Most of the firms in these industries are
micro-szed and led by the owner-manager. Owner-managers have professond training,
but only sddom business training; in order to survive, they need to deveop thar ability
to exploit the skills and knowledge of thar foca nets. It is difficult to define the qudity
of the products and services in these indudtries explicitly, snce mogt of the product's
vaue is derived from the “imaginary product’, the artistic or desgn qudlity rather than
the physcd product itsdf. This imaginary qudity is created through the interaction of
the key actors within the industry (see Jyraméa 1999, Ayvai 2002). In order to survive
and succeed, firms therefore have to be recognised as legitimate by other actors in the
industry. Legitimisation requires a certain reputation: recognition as a “qudity firm or
producer” by the key actorsin the industry.

This paper discusses the role of experientid learning in micro-9zed firms operaing in
networks. The reports on design and at industries give numerous examples of the role
of experientia learning as a key competence for the owner-managers to survive and
operate a business.

Firg we will introduce the research design and describe the data collection and anaysis.
This will be followed by a brief overview of entrepreneurial and experientid learning in
networks, eaborating on the ideas on reflection. The role of dominant logic and its
adaptability to a network context will then be discussed. Experientid learning will be
highlighted in entering a network and building up legitimacy by samples from the daa
The role of learning from others will be examined manly via daa Findly, we will
elaborate the key ideas and present some suggestions for further research.

RESEARCH DESIGN

The research gpproach in the sudy is quditative; our am being to comprehend and
illuminate the phenomenon — the role of experientid learning by network actors in the
desgn and at busness — through re-description and analyss. The word ‘description’
here carries a degper meaning than norma, relating to redisic or condructivist rather
than pogtividic episemologies (Easton 1995). Hence, we am to “explan” by
decription, explaning here beng undestood as daifying exising generating
mechanisms rather than discovering causal relationships (Easton 1995, Tsoukas 1989).



The study draws on two sets of persond interviews collected for two separate studies
(Jyrama 1999, Ayvari 2002). The firgt study (Jyramé 1999) conddts of interviews with
contemporary at gdlery owners, atists and at experts. For this, 80 interviews were
conducted in Finland, Sweden, France and Britain. The second study (Ayvéri 2002) is a
multiple case study presenting seven micro-szed firms in the design industry. Company
reports, aticles, reviews, datidtics, etc., were used to supplement the data in both
dudies. The two sudies concentrated on micro-szed firms in at and in desgn
industries, respectively. In both of these, the role of experientid learning in network
relationships proved to be an interesting and important factor contributing to
competence building. The present paper takes a closer look at this factor in an attempt to
discover how experience and learning from others are used in developing capabilities
and a network identity.

The andyss proceeded in four dages, fird each data was andysed separatdy in a
different context. Experientid learning was reveded as an important factor. At the
second stage, we discussed and furthered our knowledge of the data and relevant
theoretica debate. At the third stage, having crested a clearer picture of the theoretica
concepts and discussion, we re-examined our data with “new eyes’, and a the fourth
sage, we discussed our findings and their relevance in relation to the e-examination of

our data and our enhanced knowledge on learning theories.

AN OVERVIEW OF ENTREPRENEURIAL AND EXPERIENTIAL LEARNING
Literature on entrepreneurship and smdl busness management emphasises the
contextua nature of entrepreneurid learning (Daley and Hamilton 2000, Gibb 1997,
Johannisson 1996, Szarka 1990) and the importance of learning from experience
(Carson and Gilmore 2000, Cope and Watts 2000, Degkins and Fred 1998). The small
firm's leaning can be located in the context of the firm's externd reationships and of
sharing and developing the collective and individud knowledge in the company (Gibb
1997). Araujo (1998: 318) shares the view by aguing that learning is inevitably
implicated in the everyday collective practices responsble for the production and
reproduction of organisations;, it is dso an ingredient in the practices linking the
organisation to other actors. Such learning entails not only an adaptive process (in order

to cope with change and to survive), but aso the capacity to create and “bring out”



experience, rather than waiting for and learning from it (Gibb 1997, Degkins and Fred
1998, exploration and exploitation in organisationd learning by March 1991). Gibb
(1997: 19) refers to this as “generative’ learning, describing it as “an interactive process
of reflecting on the vison, performance and capability of the busness and the ways in
which new threats and opportunities impact upon it”.

In a gmilar vein, Rae (2000) emphasses certain aspects of entrepreneuria learning: it
means learning how to recognise and act on opportunities, how to organise and manage
ventures (Deskins and Fred 1998: the ability to assmilate experience and opportunity).
Entrepreneurid  learning involves actively “doing” as wel as understanding “whet it is
that works’ and redisng tha one “can do it”; in entrepreneurid learning, knowing,
acting and making sense are interconnected (Rae 2000).

We ague tha entrepreneurid and experientid learning are two ddes of the same coin.
Leaning through experience is a continuous process and affects every individud.
Generdly spegking, the didinguishing features of experientid learning are that it refers
to the organisation and congtruction of learning from observations that have been made
in some practical Stuation, with the implication that the learning can then lead to action
or improved action (Moon 2000: 20). Kolb's experientid learning cycle modd (see
Figure 1) is cited widely by adult learning researchers.
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Figure 1. Kolb’sexperiential learning cycle (Kolb 1984, ref. Moon 2000: 25)



According to Kolb's modd, the mogt effective learning requires four abilities: concrete
experience,  reflective  observation,  abdtract conceptudisation  and  active
experimentation. It is important to note that there is no desgnated Starting point for the
cycde However, learning is most effective when the learner goes through dl the points
(Petkus 2000) — learning is an extremdy dynamic phenomenon.

Kolb's learning cycle has, like other “stage models’, been criticised, since they seem to
“tidy up” a process that, in redlity, is a “messy” one with stages that are re-cycled and
interwoven as meaning is creasted and recrested (Moon 2000: 34-35, Araujo 1998 and
Rae 2000).

Reflection is presumed to have a key role dther in experientid learning or in endbling it
(Moon 2000: 21, see dso Dauddin 1996, Rigano and Edwards 1998, Sullivan 2000).
Reflection is the process of gstepping back from an experience to ponder, carefully and
persgently, its meaening to the sdf through the deveopment of inferences (Dauddin
1996). Boyd and Faes (1983, Moon 2000: 27) see reflective learning as the key eement
in learning from experience as it makes “the core difference between whether a person
repeats the same experience severd times...or learns from experience in such a way that
he or she is cognitively changed or affectively changed”. Kolb's cycle suggests that
reflection can act on experience in the form of perceptions of raw experience or on
materid dready learnt (Moon 2000: 159). In our study, we adopt a broad definition of
experience it can mean a smdler or larger-scale event, even an unplanned occurrence.
We emphasse that learning from both persond and others experience can only occur
through reflection. Otherwise, the same “mistakes’ may be repeated and nothing learnt
from them. Thoroughful reflection and abstract conceptudisation are dso necessary
prerequisites for exploitative learning (March 1991).

The following short case story (Table 1) illustrates how Kolb’'s cycle could be used to
andyse an entrepreneur’s learning process. For reasons of space, it is a very smplified
one.

Our gory shows that concrete experience evokes fedings that might influence reflective
obsarvation. The reflection phase usudly involves discusson and eaboration on the
experience and often dso the drawing of padlds between persona and others
experiences. Abdract conceptudisation is the in-depth thinking phase how do these

experiences and the results of the reflection phase relate to our extant frameworks or



concepts (in this paticular case, the firm's busness and marketing plans)? Moreover,
our red-life story proves that learning processes are seldom as “neat” as Kolb's cycle
would suggest: in redity, different processes are interwoven and reflection occurs

sverd times.

Tablel. A casestory illustrating Kolb’s experiential learning cycle

Mrs K.L is a new entrepreneur. She designs and markets
cutlery and goblets of high quality combining traditional
Finnish materials (clay, wood and birch bark) with modern
design.

Mrs K.L participated a few weeks ago a trade fair
aimed for buyers of gift shops. She was one of the few
newcomers that were invited to present their products as
part of the advisory organisation’s stand. However, no
support was given to cover the fair fee. Yet, a booth with
all newcomers would better bring forth the products.

During the fair, Mrs. K.L received a lot of positive
feedback on her products, packages and brochures. The
happy atmosphere that started during the fair continued
back at the workshop. The entrepreneur thought that the
received comments proved that her products were
appreciated. Many buyers of gift shops had asked her to
call after the fair.

After the fair, the entrepreneur sent offers and
made contacts by phone. However, the optimistic

Concrete experience

Reflective observation

Concrete experience

atmosphere gradually disappeared when the buyers Reflective observation & a renewed
replied with regret that they did not have customers who reflective observation of the fair
would be ready to pay the asked price even though the experience

products were magnificent. It appeared as if the costs

invested in the fair participation would not pay themselves Concrete experience

back. However, the orders received from nearby

companies to purchase the products as company gifts Reflective observation (on new
tuned down the disappointment. orders from near-by firms)

K.L. discussed her experiences with colleagues in
other design companies and with a consultant. The sales
goals were changed to include only a few gift shops in the
area of the capital where purchasing power was assumed
to be the greatest. These outlets were to be identified by
personal sales calls. Otherwise the business gift market
was chosen as the main sales target.

K.L. shared her trade fair experiences with another
crafts entrepreneur, this entrepreneur suggested
participation to Gimme, the business gift trade fair, where Reflective observation (on another
he had participated for three years already. K.L then entrepreneur’s experience)
decided to participate in Gimme Fair in four months time.

Abstract conceptualising (changes
in the business plan, i.e changes in
the vision and goals: only few retail
outlets, focus on the business gift
segment)

Active experiment (forthcoming
personal sales calls)

Abstract conceptualising (changes
in the marketing plan: participation
in Gimme Fair)




Experiential learning in the context of networks

Both entrepreneurship scholars (Deskins and Fred 1998, Gibb 1997, Johannisson 1996,
Hill and McGowan 1996, Lipparini and Sobrero 1994) and researchers adopting an
industria networks approach (Bangens and Araljo 1999, Hakansson et a. 1999, Knight
1999, Araujo 1998, Hakansson 1993, Lundval 1993) have discussed leaning in the
context of networks. Entrepreneurship literature emphasises persond networks. Hill and
McGowan (1996) argue that their persond contacts are (for entrepreneurs), their only
truly sable source of accurate information providing reliable guidance about an often
turbulent environment. Johannisson (1995) identifies three aspects of ties in persond
networks. socid, resource supply and drategic. Socid ties give socid support and thus
enhance the entrepreneur's sdf-confidence and the firm's legitimacy. Resource supply
ties refine individud competencies and enlarge the firm’'s resources, and drategic ties in
personal networks increase the entrepreneur’s capacity to learn and unlearn. Strategic-
type ties are needed to keep the business concept digtinct and to indicate when to change
as markets evolve.

Thus entrepreneurship researchers agree with the IMP Group researchers that network
actors learn by persond experiment, by using the knowledge and experience of ther
counterparts, or by learning together from the knowledge and experiment of severd
actors (Hakansson 1993, Hakansson e d. 1999). In the network context, learning takes
place a three levels a the individud leve, a the net level (or a the dyad, the triad
levd), and a the network levd (cf. individud, group, and organisation leve in Crossan
et d. 1999). Lundval (1993) discusses three types of interactive learning: technicdl,
communicative and socid. Learning in the context of networks cannot be redricted to
new items of information or the substance of business operaions. On the contrary,
learning dso covers socid skills and practices, and the establishment of shared vaues
(Lundval 1993, Hakansson 1993: 215). Our discussion in the next section gives many
examples of this aspect of learning.

Knowing the network practices, the dominant logic

Only by sharing the dominant logic, the busness philosophy and the language of a
network can a firm participate in the creation of knowledge. Owner-managers need to
gan experience and knowledge of the network practices, the way of running a business.
This indudes atending the “right” socid or busness events, such as exhibition



openings or trade fairs, knowing which trade fair is the best, or the socia occasons d
which it is advisble to be seen. Knowing the “right” way to tak about business and
products, for example, aout at is important for the firm's legitimisation and image.
The proper manners entall the adoption of the underlying vaues and norms specific to
the industry. The values and norms are often tacit by nature and in order to acquire
them, the owner-manager must therefore participate in network operations and create
socid ties with other network members (Hékansson and Snehota 1995, DiMaggio and
Powell 1983, 1991, Crozier and Friedberg 1980, Johannisson 1995).

“ ... A thing like that, all those rules are unwritten, so you have to make your
own, but in other ways you have to adapt to what is ruling the art world, it is
part of the detective work, it takes a lot of time before you know, everything is
very informal.” (Galery owner in Sweden)

“ ... Most information that never becomes public... between people, informal...
and thisis where the basic decisions are made, the ones to which the media
react.” (Expert in Finland)

“ Everyone in Stockholm knows that if you are involved in the art world it
is somehow important to be at the opening, in the right place at the right
time” (Art teacher, Sweden)

“It isimportant to build structured contacts instead of just inviting
anyone you meet” (Gdlery owner, Sweden)

“ Somehow | felt as though | was a professional at a professional fair

and not at some Christmas sale.” (Fashion designer, knitwear, Finland)
Ingtitutionalised business practices aso edablish the criteria by which people discover
their preferences and form their views, the way they create their mindsets or worldviews
(DiMaggio and Powell 1991, Spender 1989, Scott 1987, Meyer and Scott 1983). There
ae thus sgmilaities with the organisation’s dominant logic. von Krogh and Grand
(2000), for example, define the dominant logic as including the organisation’'s shared
ideas of exiging solutions and problems, representing the basic underganding of dl the
magjor corporate issues, such as what the business is dl about. It dso entails the beliefs
of the criteria for legitimised knowledge and the given authority. Moreover, the
dominant logic indudes the ideology, the fundamentd vadue sysem and the busness
philosophy of the corporation. The dominant logic therefore has basc assumptions
gmilar to those of inditutiond rules.



Although debate on the dominant logic has operated manly a the intraorganisationd
level, we argue that, as with inditutiona rules, it can be adopted to study a firm's
reationships in a focd net Stuation where the members share and creste knowledge
together. Araujo (1998) discusses the place for learning: indde the company or in
interorganisationa relaionships, in networks. He proposes.  “Knowing and learning are
seen as collective accomplishments residing in heterogeneous networks of relationships
between the social and material world, which do no respect for formal organisational
boundaries.” The locus of knowledge creation and experientid learning is shifting from
individua firms to networks or partnerships of learning (Powell et d. 1996, Lane and
Lubatkin 1998, Seufert et d. 1999). In micro-gzed firms paticularly, experientid
leaning can be agued as redding manly in the rdaionships outsde the firm
boundaries, in the entrepreneur’ s relations with network members.

Q: What have you learned? “I think it was just gaining knowledge of what the
international scene was, knowing how, knowing people. And | think a lot of it
takes time. If you work for someone €else, you gain that knowledge more quickly
perhaps ... you can build on the knowledge of someone else... but you have to
make all the contacts yourself and you also have to make the decisions
yourself..” (Gdlery owner in Greet Britain)

von Krogh and Grand (2000) argue that knowledge and learning cannot be seen in
isolation from the role of the dominant logic. The dominant logic influences the process
of judtifying or rgecting any new knowledge. In a way, it acts as a filter for the crestion
of new knowledge. It affects the learning process, which knowledge is returned and
which is appropriated into the knowledge “stock” (see adso Reuber and Fischer 1999).
Lane and Lubatkin (1998) dso emphasse that the amilarity of firm's knowledge bases,
organisationa  dructures and dominant logic plays a crucid role in  enadling
interorganisationd learning. Only when firms (entrepreneurs) share a Smilar dominant
logic and thus have Smilar ways of percaving data and viewing the learning process
can they successfully learn from one another’s experiences. The dominant logic is
reproduced and accepted, since individuds often cannot even concelve of any viable
dternatives.

In a amilar vein, Bettis and Prahdad (1995) discuss the concept of the dominant logic
of an organisation. They present the dominant logic as a kind of a filter through which
data enters the company: it directs what is percaved as important, as information, or
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vaid knowledge and hence it affects the way the organisation learns, guiding the
learning towards information in line with the dominant logic and regecting any that does
not correspond to it. They propose that for a company to change, it needs to reflect on
its dominant logic and underlying beiefs — and only through this “unlearning” process
is it able to change. The studies by Bettis and Prahdad (1995) revealed that unlearning
usually occurs only after a mgor crigs. We propose that knowledge is crested and
shared in the network relationships, in everyday activities (Figure 2).

New knowledge Dominant logic
creation in the Returned in the network:
net, between knowledge

network actors

and values

Justified true
O beliefs, norms
CD/‘ O What is relevant % Appropriated knowledge

in this business?

Q/ Who are
Returned experts?

knowledge

Figure 2. Dominant logic and knowledge creation in a networ k context
(modified from von Krogh & Grand 2000: 21)

Members learn both from their own and from others experiences. The new knowledge
is reflected upon and the process of reflection is condtrained by the dominant logic of
the network. The dominant logic includes ideas on what is busness, what is reevant,
the problems and possble solutions, who to ligen to, and the underlying vaues and
beliefs. The new knowledge then merges with the exising. Knowledge creation and
experientid leaning go hand-inrhand;, new knowledge cannot be created without
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learning and reflection. Learning and knowledge credtion are an on-going process.
previous experience and learning will affect the future learning process.

This everyday knowledge cregtion does not necessarily change the underlying beliefs,
but it can creste new knowledge and new indghts in line with the dominant logic.
Sometimes, however, the dominant logic can change incrementaly as new bdiefs
gradudly gain a foothold in members minds Yet, the more revolutionary changes in
the dominant logic usudly only follow a criss and can be viewed like a change of
paradigms (Bettis and Prahaad 1995, von Krogh and Grand 2000).

It was, for example, discovered that the way in which galleries operated had changed as
a reault of an economic crigs from paying an atig a sday to individud commissons.
The change was necessary for survival and crested a new dominant logic for gdleries in
their mode of operaion and relaions with atigs. An example of a gradua change could
be the young gdleries organisng openings together with open parties. The change had
not, & the time of the sudy, been fully judified, but it was gradudly ganing
acceptance. Furthermore, sharing a dominant logic implicitly affects the way gdleries
and art critics react to new trends in art and their definition of qudity in art:

“It is business knowledge. In every business you develop a sense of what
constitutes good quality.” (Gdlery owner in Sweden)

“ ... There are those (galleries) that can be taken seriously and those... well let’s
say there are those which are serious and those which come and go” (Gdlery
owner in Finland)

Hakansson and Snehota (1995) describe the way networks operate, are maintained or
changed as being subject to routinisation and condrained by inditutiond rules. The
inditutional rules and the business practices created by routinisation are often seen as
the legitimate and “the best” way to run a busness, proper manners are smilar to the
recipes for industry: the accepted way of doing business in a given industry or market.
The recipe requires a knowledge of the underlying beliefs and conventions and the right
connections for recaving information (Grinyer and Spender 1979, Spender 1989).
Hence, indudry recipes can act in the same way as the dominant logic; guiding the way
business is conducted within a particular industry, or rather a particular network. . In a
dmilar vein Crossan e d. (1999) destribe the inditutiondisation stage in learning
process. They propose that prior learning becomes embedded in the organisation and
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begins to guide the actions and learning of organisationd members. The learning that
becomes inditutiondised has ganed a cetan degree of consensus or shared
understanding among the influentid members of the organistion. The inditutiondised
beliefs usudly endure for a period of time The inditutiondised learning can be
perceved smilar to dominant logic. Also, March (1991) describes organisationa codes
and the socidisation process that have somewha sSmilar aspects to dominant logic,
condraining and guiding the learning. However, March seems to see the organisationd
codes as a subject that learns and changes whereas in dominant logic, the individuds are
the subject that either replicate or change the dominant logic.

Building a focal net and gaining legitimacy

For an entrepreneur, experiential learning is vita in order to enter a network and build a
focd net. The newcomer needs to acquire knowledge of the key actors, in short, who to
co-operate with and who not. This is important as regards dl members of the foca net:
customers, digribution channdls, partners, etc. The choice of focd net actors affects the
firm's everyday busness (can the digtributor be relied on to pay his bills for example)
but dso its ability to gain legitimisation and a good reputation within the industry. To
give an example; the choice of artigs to be shown indicates the qudity of an at gdlery,
or the choice of a retal outlet reflects the image of a design firm (Jyrama 1999, Ayvéi
2002; Lane and Lubatkin 1998 on partner choice).

“1 would have to check the gallery before | could let my artist have an
exhibition there.” (Galery owner in France, Sweden and Grest Britain)

“ ..I have informants... by profession one sits in the middle of the web,
and once these people are phoning you, saying so and so is resigning
from so and so, but | don't consider myself to be particularly well
informed about the inner workings of the art system in Britain because
I’mon the outside of it.” (Art critic, Greet Britain)

“Having one's products in good and respected shops always says
something... When | say that | have products on sale at Design House, it
getsaround.” (Textile desgner, Finland)

“It is important to the company image to have such partners. It shows
that one is capable of this kind of activity and cooperation.” (Textile
designer, Finland)

“With it [the brand, the image of the product and designer] one getsinto
good storesif it iswell built and credible.” (Fashion designer, Finland)
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The legitimisation process in the at and dedgn indudries is important, snce the
product's vaue is based on a reputation created interactively by the network actors.
Legitimisation and the acquistion of a certain reputation enable the firm to survive and
succeed. The proper manners, for example, the proper practices, are a means of
diginguishing a “serious gdlery” from a “nongdlery”. It seems to be more important
for newcomers to follow these rules, as ther datus and podtion within the fidd's
hierarchy can ill be questioned (Jyrama 1999). Legitimisation can be seen as a
prerequisite for a desired network position.

“You can lose your reputation in a minute. For example, if | had
someone employed here and he or she were with someone who knows the
artist’s work and starts to talk about the painting in a horrible way, the
visitor sees that immediately...it is sometimes better not to talk, because
the visitor knows more.” (Galery owner in Sweden)

“When | attended a trade fair in Finland for the first time, | noticed that

| had been placed among the stands of Indian t-shirts. | started to gather

other design entrepreneurs around me. We contacted the fair organiser.

... We were able to talk him into giving us our own section at the fair,

under a magnificent, white shelter under the name Designers

Collection. Now we are negotiating the same procedure with the

organisers of the Copenhagen fair.” (Fashion designer, Finland)
The role of experientid learning in network relationships is an important one for micro-
szed firms. The owner-manager ams to gain access to new knowledge by participating
in network activities. In order to enter a network and build a focal net, he or she needs to
adopt the network’s dominant logic and learn to identify the key actors. By cregting the
right relaionships and adopting the right way of conducting busness, the firm ams to
gan legitimacy and acquire a good network postion. These engble the firm to survive
and succeed in business.
Learning from others experience and knowledge and lear ning together
All the case firms in the study by Ayvéai (2002) have very versdtile raionships with a
vaiety of network actors (such as members of the maketing channd and other
customers, suppliers, production partners or subcontractors, other owner-managers in
the same indudry, consultants and other advisors, family, redives, friends and
colleagues). For at gdleries, the focd net condsted manly of actors within the art fidd
(artigs, art critics, customerg/collectors, museum curators, other gdleries, etc.) (Jyréma
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1999: 111). In our analyses, we focused on the actors in each entrepreneur’s focal net
and their experiences and knowledge as a bass for enhancing the foca actor's
capabilities and competence.

Retailers and other members of the marketing channel

Smdl and micro-szed firms have neither the economic resources nor the specia know-
how to carry out research yidding information on markets, customers needs and the
competition. Feedback from marketing channd members is therefore extremey
vauable and in some cases vita for survival. Our examples illudrate the three steps of
technicd learning identified by Lundval (1993). The fird dep in technicd learning by
the producer is awareness of user needs. The second is understanding how the
producer’'s competence can be transferred to specific aspects of the product to meet
these user needs. In other words, reflection and abstract conceptualisation are needed.
The third step is feedback on users experiences; i.e. ater active experimentation, the

producer has to reflect again on users experiences.

“Well, Mrs. M.T. from the shop in Helsinki has told me about the
changes customers have requested in my vests. | told her | will make a
waistcoat that is a little bit different, but | may change the whole
waistcoat. | make these products for the customers, not for my own
collection.” (Fashion designer, knitwear, Finland)

“The new agent always lets me know what the market expects right
now.” (Textile desgner, women’'swear, Finland)

“[About the retailer:] Knows her customers, and what to sell to whom.

Close cooperation with these strong women is great. When | took the
linen collection, | asked this woman from Jyvaskyla what she thought
about it. Was it worth marketing a new collection?... ‘Yes, I'll buy it,
was the answer.” (Textile desgner, women's wear, Finland).

“ At the beginning, especially, | used to listen to all the comments very
carefully because | felt insecure as an entrepreneur. The retailers gave
me lots of feedback: ‘Would it not be better this way?' and then we tried
something. It was really useful.” (Textile designer, Finland)

“[About openings] ... we organise them just as our partner, the artist,
wants.” (Gdlery owner, Germany)
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Production partners, subcontractors

All the focad actors in the quditative case study (Ayvai 2002) were professond
desgners. When they edtablished their own businesses, they dl had the same vison:
most of the production would be done by smdl owner-managed subcontractors. Some
foca actors give their subcontractors (eg. weaving, sewing and knitting firms) detailed
indructions and do not seem to be intereted in assmilaing ther subcontractors
experience and expertise. Y, there are many examples in our data to indicate that both
focd actors and their production partners can learn together, and that new product

development projects are often joint learning processes.

“Whenever | have decided to launch a new product model, the sewer and
| have to discuss and think about how the product should be sewn, and so
on. With the old product we both get steadily more skilful and we can
produce more in the same time. The sewer can sew and | can paint the
patterns on more quickly.” (Textile designer, Finland)

[Q. Do the sawers give you development ideas, such as how a seam
could be done differently from what you had planned? “ Yes, quite a lot.
It is useful for ideas to travel in both directions. Two-way information is
essential in product development like this. In many cases | trust the
sewers, who are able to grasp the whole product concept, its
manufacturing process, technical matters and the handling of the
materials. | get good feedback and development ideas from them.”
(Fashion designer, women’ s wear, Finland)

“[About the planning of a new fabric collection...] Esko [the owner of

the production partner, i.e. the weaving factory] was involved in it a lot

when he said that there were a few options too many. | would have made

a hundred fabrics very willingly. He said that | should take it easy and

choose only a couple of the many options because it was crazy to have so

many fabrics. Now we have five different warps, six different patterns

plus the colours. It has been fun but maybe | will learn something from

this.” (Textile desgner, Finland)
Consultants, advisory organisations, educational institutions, etc.
In Fnland, smal and micro-szed firms are often offered subsdised consulting services
as pat of EU-funded projects. These sarvices, provided by private consultants or
advisory personnd in public organisations, help entrepreneurs to develop ther
capabilities as busness managers. In the at market, gdlery owners frequently use the
expertise of, say, an at critic or at school teacher when looking for new atists to

include into their exhibition programme (Jyrama 1999).
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“1 have “ a business godfather” with whom | go through what has been
done and what should be done.” (Fashion designer, knitwear, Finland)

“| talked to the marketing consult about who we should send the press
release to before the fair and he checked the bulletins I’d done and
advised me what to do.” (Fashion designer, knitwear, Finland)

“1 have a consultant in France with whom | have recently started to
discuss my business. The discussions have been very useful for me. |
have got all the advice on which fairsto go to there and so on from him.
I’m now beginning to be like a professional.” (Textile designer, Finland)

“Teachers sometimes advise on new artists; who to show at the
gallery).” (Gdlery owner, Sveden)

“We get tips from art critics and othersin the arts, from teachers on new
talents.” (Galery owners, Finland and Sweden)

[Q. How do you find your artists?] “Mostly by word of mouth, from other

artists talking about their friends... you get recommendations from

curators or critics...” (Galery owner, Great Britain)
Other entrepreneursin the samefield
Numerous examples in our data confirm the tendency to proceed “from competition to
collaboration”. Entrepreneurs share ther experiences and views, especialy about
marketing-related issues;, trade fairs, retallers, advertisng or package design. Some
work closely together even in product deveopment by offering joint “product
packages’ to mutua customers. One group of fashion designers markets together, under
the umbrella name Dedgners Collection. Together, they have been adle to gan a
dronger network postion and a strong image of professonal designers of top-qudity
fashion wear for women. In the at market, groups of gdleries in Sweden and France
began collaborating in various ways to find new cusomers (Jyramd 1999). Joint

activities create new opportunities for joint learning for the members of the net.

“ At trade fairs we chatted about how things are going and which fairs
people have attended, and whether it was a good fair. In other words,
this kind of interaction is always going on with those you know and even
with those you don't know in advance.” (Textile designer, knitwesr,
Finland)
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“The only place where | have agreed to sell on commission is Little
Clown, owned by Mrs. O. E. Other craft entrepreneurs have told me
about her and that she sells really well. She works hard to make the
goods sl well.” (Designer, carpenter, Finland)

“Yes, | do get hints about retail outlets every now and then. Colleagues
say, hey, why don’t you try, if you don’t have your products on sale at...”
(Textile designer, Finland)

"We (gallery owners) have noticed that we have a lot in ommon, a
common field and we can co-operate... we have joint ads and we are
working on ethical rules on how to conduct business." (Galery owner,
Finland)

“...A group of five galleries which work together, ... we have started
evening walks for companies to find new customers. Thisis collaboration
but of course we are competitors...” (Galery owner, Sweden)

Members of the entrepreneur’s personal network: family, friends and acquaintances

The close persond relaionships (family, best friends) of an owner-manager fulfil a very
important function; they keep the entrepreneur “going” by giving support and
encouragement (Johannisson 1995). However, the members of the persond network are
aso important sources of information about potentid focal net actors, production
partners, raw material suppliers and customers. Moreover, they carry out versdtile
busness-rdated activities and thus widen the resource base of the micro-szed firm.

These activities offer numerous learning opportunities for the entrepreneur.

“Well, a trandator has done work for me as a friend although | told her
that | would make it up to her. She translated the texts of the brochure
and if | have sent something to England. She has checked my English.”
(Fashion designer, knitwear, Finland)

“1 was looking for a metal firm that makes top-quality moulds ... | knew
a fellow who is my husband’ s friend. | asked him if he knew such a metal
firm. He said that he was just on his way to one, Savira. He picked me up
and thanks to that visit | got a partner straightaway.” (Designer,
carpenter, Finland)

“My husband is the supporter number 1. He has a good command of all
the business procedures and calculations and knows what profitability
means. But whether | believe what he says or not is a different matter...
(laughing). | have to say quite frankly that | would not have taken up this
job, my own business, without his support.” (Textile desgner, Finland)
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“1 have got lots of help from Tuija [sister] in dealing with the official
side, writing documents, correspondence, translating. She can speak
many languages and knows how to make things sound smart and friendly
on paper.” (Textile designer, Finland)

[Q: How do you keep yoursdf informed about what is hgppening in the
arts?] “ ... You ask your friends, your colleagues... news travel fast...”
(Gdlery owner, Greet Britain)
Our data shows that business-rdlated activities are degply embedded in these persona
relaionships. Hence our results support the clam made by Johannisson and Monsted

(1997), “ Running a business is as much an existential as a commercial project.”

CONCLUSIONS

The company and the owner-manager are often one and the same in micro-9zed firms
they cannot be separated. The manager’s individua skills and competencies, hisher
persond ability to creste and maintain relaionships are therefore important and vita for
the survivd of the firm. It may be argued that the owner-managers of micro-szed firms
need to be proactive in usng the skills and knowledge of focd net members in dl
aspects of running the busness, in industry-specific knowledge and in learning business
practices (Hill and McGowan 1996). The owner-managers use both their business
relaionships and their persond networks to acquire the competencies required. On
garting up in business, the owner-manager often relies on hisher persona connections.

The theoreticd contribution of this paper lies in the gpplication of the experientid
learning concept to an andlyss of the learning process in micro-gzed firms in a network
context. Mot previous studies have used organisationd learning as a frame for anayss.
However, for micro-szed firms whose leaning mainly takes place outsde the
company borders, the organisationd learning concept seems to exclude this key factor
from the andyss (Deskins and Fred 1998). Further, many organisationd learning
dudies view learning as a transfer of knowledge, whereas we here regard knowledge
cregtion as a socid process taking place in network reationships. The experientiad
learning concept emphasises the process nature of learning and co-congructing new
knowledge rather than just transferring new knowledge from one stock to another.

Including the notion of the dominant logic in the network context aso adds to our
undergtanding of the nature of the learning process and knowledge credtion. The role of
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the dominant logic as a condraint and an enabler of communication and shared activity
is vitd. We argue that the dominant logic can be adapted to a network in which the
members co-operate closely and create new knowledge through joint activities. It is
vitd to learn the dominant logic that enables communication and to identify the relevant
aspects of busness. The newcomer building a network position needs to redise tha the
actors with good network pogtions have adopted the dominant logic and implicitly
require knowledge of it when sharing practices and building rdationships with new
members.

It must be emphasised that in order to be able to learn from the foca net and from other
contacts, the entrepreneur needs good socia skills. Only by creating good relaionships
by good socid sills can the owner-manager gain access to different networks and
hence to the competencies and knowledge of other network actors (Ylirenko et 4.
2001). Being able to share one's own experiences and build on others — the ability to
communicate and create relationships, i.e. socid competence, is therefore of the utmost
importance. Nahapiet and Ghoshd (1998) present a modd of the role of socid capitd in
cregting new knowledge. Ther idea of a cyce in which socid capitd endbles
knowledge creation and learning which then engenders further socid capitd, thus
cregting a sdf-enforcing cycle, merits more atention. However, they seem to include in
the socid capital concept, vaues and beliefs classfied by us as the dominant logic.

We propose that a mentor system should be created for micro-Szed entrepreneurs in
order to enhance owner-managers proactivity and to help them reflect on their own and
others experiences. The mentor would help by placing hisher experience a the
disposa of the entrant and by providing an “enlightened”’ lisener, thus enhancing the
reflection process. The mentor would, furthermore, supply hisher own experiences and
knowledge of the dominant logic; the sdient features of the busness and the experts
with whom to co-operate (Sullivan 2000, Deakins and Fredl 1998).

Let us conclude with some suggestions for further research. The notion of fedings is
often neglected in busness dudies, yet we propose that fedings may act in the same
way as the dominant logic, ether inhibiting or enabling learning. In micro-sized firms,
paticularly, where the business is often “very closg’ to the entrepreneur's heart and
where persond identity and the busness are intertwined (especidly in design and art
indugtries), fedings can play a mgor pat in; for example, focd net building or directing
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the path of action — what is learned or unlearned (see the discusson on emotion and
reflection in Moon 2000, 94-95).

It would dso be interesting to see whether culturd differences affect the dominant logic
in smilar indudtries in different countries, and if they do, what the consequences are.
Jyrama (1999) found that contemporary art galeries seem to subscribe to somewhat
gmilar beliefs, vdues and norms; i.e. the dominant logic, across nationd borders. The
sudy was made in a European context which may explain the smilarity of the dominant
logic. It would be interesting to see whether cultura differences redly do have a role to
play by compaing networks within the same industry, but in completdy different
nationd cultures, or whether the industry characteridics (at, desgn) influence the
shared bdiefs and vaues, credting a Smilar dominant logic even within completely
different cultura contexts. We propose a study of at and design industries comparing
their business practicesin Western, Asan and African cultures.

It would dso be ussful to sudy the role of the dominant logic in the context of critica
incidents. As was mentioned, the dominant logic often changes in times of crigs and
extensve learning can thus be assumed to take place (Bettis and Prahadad 1995).
Moreover, the critical incidents usudly entall the notion of making mistakes and the
common bdief is tha one learns most from on€'s misakes. A sudy of the learning
occurring during critical incidents could therefore be beneficid. It has dso been
suggested that critical incidents are emotiondly laden experiences (Cope and Watts
2000), hence it would be interesting to study change and learning in micro-szed firms,
where fedings seem to be important.
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