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EXPORT GROUPING RELATIONSHIPS AND NETWORKS: 


EVIDENCE FROM AN AUSTRALIAN SCHEME      
Abstract
Export grouping schemes can be viewed as an attempt to manage network development.  This article examines a new Australian export grouping scheme in terms of its role and impact on the industrial network of which it is a part.  The role played by non-economic exchange relations as well as economic, buyer-seller, exchange relations are emphasised, including competitive and potential interfirm relations and the way informal interpersonal relations, spawned initially by formal grouping processes, were found to play an important part in group functioning and in outcomes from group activities. 

A NETWORK ANALYSIS OF A NEW EXPORT GROUPING SCHEME: 
THE ROLE OF ECONOMIC AND NON-ECONOMIC RELATIONS      
INTRODUCTION

The study of industral networks “is concerned with the understanding of the totality of relationships among firms engaged in production, distribution and use of goods and services in what might best be descibed as an industrial system” (Easton 1992 p3). Many qualitative and quantitative studies of networks and individual interfirm relationships such as the IMP studies and the IRRP studies (e.g. Hakansson 1982; Hallen 1995; Spencer, Wilkinson and Young 1996; Turnbull and Valla 1986; Young and Wilkinson 1991) and substantial work has been done to develop concepts and theories to describe and understand the nature, origins and outcomes of networks of interfirm relations in business markets (e.g. Anderson et al 1994; Axelsson and Easton 1992; Contractor and Lorange 1988; Dwyer Schurr and Oh 1987; Ford 1990; Hakansson and Snehota 1995; Wilkinson and Young 1994).   However, the development of normative theories of these networks has tended to be neglected, compared to other forms of research and analysis.

Normative issues have been addressed to some extent from the perspective of the individual actor in the network.  Network based theories of strategy have led to a focus on issues such as relationship development and management, relationship portfolio management, investments in relationships and managing a firm’s position in a network (e.g. Contractor and Lorange 1988; Johanson and Mattsson 1992; Mattsson 1985; Turnbull and Valla  1986).  Network based strategic thinking has also been compared to concepts of strategy in textbooks in the international and strategic management literature (e.g. Axelsson and Johansson 1992; Hakansson and Snehota 1989; Snehota 1990).

Another aspect of normative theory concerns that of policy development, i.e. managing networks as a whole, in order to change network structure and behaviour to improve outcomes for the members and society more generally.  One area where such network management considerations arise are policies designed to improve the internationalisation and international competitiveness of firms and industries.  However, the main focus of such policies has tended to be on broad, macro-economic policies such as interest rate, exchange rate and inflation management and on developing, through education and other means, those characteristics of individual firms thought to be associated with more internationalisation and superior performance (Seringhaus and Rosson, 1990).  Much less attention has been given to network and relationship development policies. (Mattsson and Wilkinson 1992).

A more network related approach to policy here are the various types of grouping schemes developed by governments to encourage exporters to cooperate - ranging from one-off trade missions through to continuing export groups and consortia.  The 'network' programs currently in vogue in a number of countries focusing on regional development can be seen as another type of grouping scheme, although many are not specifically focused on international operations (Bayer 1994; Hendry 1994).  Against a background of a high failure rate amongst exporters, especially newly exporting companies (Welch and Wiedersheim-Paul, 1980; Nothdurft, 1992) governments have seen grouping schemes as a way of improving the likelihood of export continuity.  This is not surprising given the logic: that companies should be able to achieve far more impact in a foreign market by acting in combination rather than singly, with resources being pooled and costs, information and experiences being shared (Welch and Joynt 1987).  

Such grouping schemes have not generally been conceived of or analysed in network terms, yet their underlying logic is clearly network related.  Firstly, any type of export grouping scheme inevitably involves the development of a variety of linkages between the companies formally within it and to various external organizations - both local and international.  Clearly too, the group members bring with them their networks, parts of which may be activated and proactively linked to the networks evolving for the group as a whole, as well as to those of other individual members.  

Secondly, the benefits that arise from grouping schemes can be interpreted in network terms as stemming, at least in part,  from any changes resulting in three fundamental dimensions of interfirm relations identified by Hakansson and Snehota (1995), i.e.  resource ties, activity links and actor bonds among firms, both within the group and to other firms and organisations.  Activity links refer to the ways in which the various activities performed by two firms in the relationship are coordinated and adapted to each other.  Resource ties refer to the way in which tangible and intangible resources supporting the activities of two firms in a relationship become oriented towards and integrated with each other.  Actor bonds refer to the way in which the parties involved in a relationship perceive and identify with each other.  The changes and benefits arising in these dimensions in turn depend on the mix of firms involved in the group, the nature of any pre-existing relationships and networks, the potential benefits that can arise from more cooperative relations and the extent to which these are recognised, and the types of intervention strategies used.  The developing network configuration and its utilization can be seen as both an indicator of the group's operations and as a foundation for its effective functioning.

Making grouping schemes work effectively to achieve the goals of internationalization and improved competitiveness by participant companies is a major challenge.  In fact, grouping schemes have exhibited a high failure rate, although what ‘failure' actually means in this context has yet to be clearly defined (OECD 1964; Stenburg, 1982; Strandell, 1985).  'Success' is often measured as, simply, continuity of the group (Welch 1992).  A more meaningful test of achievement may be the direct and indirect benefits that arise from any self-sustaining changes in relations and networks resulting, even if the group no longer exists as a formal entity.

A significant issue in getting firms to work together is the nature of any pre-existing relations and networks, especially if the group consists of competing companies who have not previously been involved in cooperative, alliance-type activities.  Because of the problems associated with competition, Finnish Government-supported export groups (called export circles) emphasise complementarity as a selection criterion for group membership (Luostarinen et al 1994).  

Competition between group members imposes an additional strain, but removing the element of competition does not automatically eliminate the problem of companies working together.  The experience of different schemes has shown that companies are loath to surrender independence, but this is required to some degree in joint activity (Van de Ven, 1976).  Even when companies yield to this imperative, it is difficult to hold the group together for the length of time required to achieve the basic internationalization steps (Stenburg 1982). 

The problem of getting firms to work together effectively can be seen as part of the general issue of firms recognising and capitalising on the benefits of cooperation, rather than competitive processes in improving their performance.  Over the years the work of the IMP group and others has demonstrated the relevance and importance of cooperative relations between firms in industrial networks in creating and sustaining international performance (e.g., Axelsson and Easton 1992; Contractor and Lorange 1988; Ford 1990; Hakansson and Snehota 1995; Wilkinson and Mattsson 1993).  There now appears to be a growing recognition and appreciation of the role of cooperative strategies in business as evidenced by the emergence of the relationship marketing stream in North America, the work in services marketing and the growth of many forms of relationship and network organisation (Contractor and Lorange 1988, Davidow and Malone 1992, Grunroos 1994, Gummesson 1994, Ohmae 1989, Sheth and Parvatiyar 1994).
Industrial networks comprise many different types of interfirm relations.  The primary focus of research attention to date has been on economic exchange relations, buyer-seller relationships, and in particular on how cooperation between them is developed and managed, and how it affects performance.  While cooperative buyer-seller relationships play a central role in market success, there are other types of non-economic exchange relations that exist within networks and which can play an important role in determining network functioning and performance.  As Easton and Araujo (1992 p.80) observe: "networks run on cooperation".  Hence it is important to understand how cooperation develops in different types of relationships, and how it influences the structure and operation of the network as a whole. 

Easton and Araujo (1992) identify four types of non-economic exchange relations of importance in networks:

1.
Competitor relationships, which may exhibit elements of cooperation.  "There is a vast variety of forms of cooperation in networks. What is less obvious is that these extend to relationships among competitors" (Easton and Araujo, 1992 p.76).  In part, competition takes place as a result of the rivalry to develop relationships with particular customers or suppliers.  But more direct forms of cooperation might develop in such forms as: joint lobbying, sharing of equipment, information exchange, standards agreements and pre-competitive research.

2.
Complementary supply relations, in which firms supply different but related inputs to other firms. These may be largely coordinated by the common customer with relationships between the suppliers mainly being indirect.  However, such relationships can require direct, formal cooperation between the supplying firms to effectively serve the common customer.

3.
Relations between firms and third parties such as government bodies and research institutes.  These may be highly collaborative and have an important bearing on the competitive strength of the network.  Cooperation between government bodies within a network, and between government bodies and firms in the network, may facilitate access to financial and information resources and to other networks.

4.
Potential relationships. Relationships may be underexploited or unexploited as companies are unaware of their potential, or due to other barriers to their development.  Such relationships play an important role in network analysis because of the impact that would occur if such potential could be realised (Easton and Araujo, 1992; Marschan et al 1996). 

In this paper, we examine the impact of an Australian government scheme designed to enhance cooperative relationships among competitors in an industrial network with the objective of improving international performance.  Several underlying questions are explored: 

-
to what extent and under what conditions can governments create or develop relationships in networks which otherwise would not have occurred?

-
what role do formal and informal processes play in the development of relationships in the network?

-
how do changes in competitor relations impact on other relations in the network?

-
what is the impact of these changes on export performance?

-
how should government grouping schemes such as this one be designed and evaluated in network terms?  

In the first part of this paper, we describe the government scheme and the particular case which is the subject of analysis here.  This is followed by a description of the methodology used and an analysis of the types of interorganisational relations and networks arising as a result of the formation of the JAG and their impact.  Finally, the policy implications of the results are discussed.


JOINT ACTION GROUPS AND AUSTRALIAN OATEN HAY
In 1992, a new grouping scheme for exporters was initiated by the Australian Trade Commission (Austrade), a semi-government instrumentality whose raison d’être is the promotion of and support for international operations by Australian firms.  The vehicle in this case is called a Joint Action Group (JAG). The scheme's approach may be described as "demand-driven" in that JAGs have been formed only when a specific opportunity has been located in a foreign market.  This is in contrast to the "supply-based" orientation common to such export promotion schemes, which usually concentrate on finding appropriate firms, coaxing them to join the group, and establishing the group before making concrete international marketing research (that is, finding specific market opportunities). In the case analysed here, the focus was on developing the export market to Japan for Australian oaten hay
.

Australian exporters of oaten hay began to penetrate the Japanese market in the 1980s, in response to a growing market for livestock feed, generated by the increase in demand for beef and dairy products.  Exports of Australian oaten hay are initiated by individual hay processors who contract with a large number of independent growers in each case, though some processors have their own growing activity.  Each processing company has established its own distribution system: through a Japanese trading house or importer, a dairy cooperative, or directly to a large farming operation, as shown in Figure 1.

                [Figure 1 about here] 

After reaching a sales level of around 50,000 tonnes, representing about a five per cent market share in Japan, sales plateaued.  Suppliers from the United States were dominant, with a market share of approximately 90 per cent. At the beginning of the 1990s, high prices in Japan attracted additional processors into the industry.  The highly varied quality of hay supplied, along with bouts of price cutting, accentuated the already fragmented and uncoordinated Australian marketing effort.  

At Austrade's instigation, a Joint Action Group of oaten hay processors was formed in October 1992 with the general purpose of developing a more coordinated and market-responsive approach to the Japanese market, particularly addressing the issues of quality and reliability of supply.  Ten major processors - representing about 75% of Australian oaten hay exports to Japan - contributed financially to enable the JAG to operate through a company, Australian Hay Pty. Ltd.  The JAG is somewhat unusual in that it comprises direct competitors, who also jointly own a registered trademark: Australia Oat Hay, with a distinctive logo. The trademark arose out of initial activities aimed at addressing the quality issue.  The JAG sought to develop an industry standard which would form a base line that members would need to meet.  In order to use the Australia Oat Hay brand on produce exported to Japan, processors have now to undergo quality assurance certification.  

The hay processors who joined the JAG in 1992 had relatively well developed marketing networks both in Australia and in Japan, as a result of their previous activities.  In the main though, these were concentrated around their own operations, and did not intersect to any real extent with other JAG members.  In some cases, there had been limited contact with other processors through various farming bodies.  Individual JAG members had their own distribution outlets for the Japanese market, and these were somewhat jealously guarded.  Particularly within each state, the sense of local competition constrained the extent to which each processor's networks and knowledge would be opened up to others in any contact situation.


RESEARCH METHOD
The investigation of the Hay JAG was conducted as part of an evaluation study of the Joint Action Group (JAG) scheme, commissioned by Austrade.  As the phenomenon was the JAG scheme, an embedded single case study approach was used.  According to Yin (1994 p 1), this research strategy is appropriate “when, within a single case, attention is also given to a subunit or subunits” - that is, each JAG was the unit of anakysis, although this paper only reports  on one of those subunits: the Hay JAG.  At the time of study, only two JAGs had been in operation for a length of time sufficient for evaluative purposes - that is, about two years. The investigation, including interviews, was carried out over a period of about six months from September 1994 to February 1995. Given the dynamic, innovative nature of the JAG scheme, a qualitative, naturalistic inquiry was deemed appropriate (Patton 1990).

The case study research strategy involved semi-structured interviews and documentation analysis, allowing for data triangulation.  Further construct validity was obtained by using investigator triangulation, with two teams comprised of two researchers, thus providing “a check on bias in data collection” (Patton 1990 p 468).  The researchers were granted access to documentation held on file within Austrade and with the Austrade-appointed secretariat in the case of the Hay JAG.  

Briefings on the JAG scheme were initially given by Austrade officials.  The Hay JAG Project Manager provided further information during interviews and also played an important role in terms of data verification (providing documentation and factual confirmation of the final case report).  

In depth interviews were an essential part of the data collection stage.  Interviews were conducted in the field with:

a)
six of the remaining eight JAG members

b)
one of the two original members who had withdrawn from the JAG

c)
two hay processors who had elected not to join the scheme

d)
three members of the legal firm which acted as the secretariat for most of 1994. 

A semi-structured format was used to enable the interviewee to volunteer opinions and concerns about the scheme, without being constrained by a predetermined sequencing or precise wording of questions.  The interview guide provided a basic checklist, ensuring consistency in the topics covered across all interviews. All interviews were tape recorded and transcripts subsequently content analysed by the researchers working in two, independent pairs.  No formal comparison of the typologies developed by each pair was attempted, instead the researchers collaborated in developing a consensus view about the operation of the JAG.  Emergent themes and patterns relating to networking were labeled using analyst-constructed typologies (Patton 1990).


EVOLUTION OF THE JAG
The JAG has led directly and indirectly to various changes in the interorganisational relations and networks associated with the production and exporting of Australian oaten hay.  These include changes in the relations among processors, between processors and Japanese customers, between processors and hay farmers, and between processors and the government.

Processor-Processor Relations
Cooperation and Processor Relations

By its very nature and its objectives, the JAG brought this relatively loosely coupled and geographically dispersed group into closer proximity.  The JAG also provided them with a strong, overall goal - an umbrella - under which closer contact and cooperation became more reasonable, more justifiable in their own terms.  There was wide-spread recognition among members of the desirability of establishing  social and business connections.  As one processor commented. 


Real interest [in forming the JAG] was to meet, we are spread and don't know each other. 

The formation of connections was accomplished through the meetings and a trade mission organised by Austrade.  The same processor evaluated the trade mission to Japan in 1994 in terms of the social bonding and connectedness which resulted from it:


The group that went overseas formed a close liaison and they got the most benefit out of it [the mission] ... Going together to Japan has its advantages. Going by yourself is pretty daunting. [I] enjoyed being with the others ... We talk to each other outside group meetings on a regular basis.  

The connections built through the JAG enabled members to extend their contact networks into the other states, develop a better feeling for what was happening in the industry as a whole and more effectively do business. For example, one processor commented: 


I just bought some second quality hay for the domestic market - seven to eight thousand tonnes - from within the group and resold it, all over the phone. 

While the use of the network for direct selling use seemed to be infrequent, interviewees stressed the extent to which the network was being utilized to obtain information on a broad range of market-related issues, such as developments in the Japanese market, transport, domestic hay supply and prices.  The JAG was seen to have influenced each of these, particularly price, however the JAG members claim that the group had not evolved into a price cartel (although the Japanese buyers have evidently expressed their suspicions concerning this issue).  As one processor put it:


Prices are discussed, but it is not a cartel. [The contact with other members] Helps us to get a handle on prices as you can now trust them [JAG members] to tell what they are buying for, for example, from farmers. 

Instead of a cartel, the JAG was seen as means of understanding the forces which drive price and dampening the impacts of these.  As another member commented:


I think probably the biggest thing is that it's [the JAG] got us together every six months and there is a lot more interaction in phone calls, and discussing prices and it certainly has stabilized prices. 

It should be emphasised that the increased flows of information and the growth in personal linkages between members interacted with each other to increase the solidarity of the network structure over time . Personal bonds and the mutual trust that resulted created and reinforced the opportunities of the JAG.  Comments by members interviewed reveal that while the group was perceived as being useful in furthering market activity and increasing market knowledge, the interaction it generated was also valued for its own sake, making business more enjoyable. As one processor summed up: 


It's the contacts that are the benefit and that is important to us - meet[ing] socially.

In sum, these results may be taken as evidence of the existence of under-exploited relationships amongst the processors (i.e. potential relations in Easton and Araujo’s [1992] sense) that have been activated through the JAG and the value placed on informal, social contacts as both a means of furthering business activities and as an end in themselves.

Competition and Processor Relationships

The development of relationships between JAG members before the group's formation had been constrained by distance, and within each state by the sense of competition.  As a result, each processor had developed as an independent operator with his own lines to the Japanese market.  These market lines were guarded, although there was scattered knowledge about what each other was doing.  The JAG process appears to have dampened the strong sense of competition.  For example, as one processor remarked:


At the end of the day, it has helped us to be able to talk to these people, not to see them as competitors. I can sit in the hotel room in Japan with [a JAG member] and talk about the industry over a couple of whiskeys and not worry about him as a competitor - we are there together as a group.  The same at other meetings.  We are there as a group. We have our clients and they have theirs. 

Processors located in different states did not see themselves as competitors to as great an extent as did those processors located in close geographic proximity.  As a result, interstate processor relationships evolved easily. As one processor described it, they were all from country towns and "like a beer". The development of strong relationships between intrastate processors is perhaps somewhat surprising, given that they do clearly see themselves as head-to-head competitors, both in terms of hay supply and in the marketplace (domestic and international).  However they appear to have been able to reach what one processor termed "an accommodation" with often close rivals.  His closely located, direct competitor shared this view:


I speak to [competing JAG member] quite a lot these days even though he is our closest competitor. We used to take them pretty seriously but we don't anymore and neither do they take us seriously so we are working more closely. We do not want to outprice each other ... so it is better to work with each other. 

Another processor commented:


Another small benefit is the interaction as we [and our competitor] are the only members from Western Australia. We talk to each other much more [now] because before we saw each other as direct competitors. Now we know that is not the case, although you protect your existing customers so there is some competitiveness. Losing customers that have dealt exclusively with you is a small source of friction within the group and comes to the fore more when there is plentiful supply [of hay] from Australia as a whole. 

Accommodations between members have occurred, in some cases, despite the extension of competitive activity through moves into other JAG members' territories.  However this has not always been the case.  In one instance, enhanced competitive activity by a JAG member was a trigger for the withdrawal of one member - the largest hay processor - from the group.  This member had established a processing facility in another state, in close proximity to two other JAG members, which caused some controversy within the group.  This incident indicates that the feeling of competition, though dampened, has certainly not been extinguished.  Some of the JAG members have maintained contact with this former member - one has even visited the former member's plants in two states (including the controversial one) since the incident reported above.   Another member commented:


I think [the former member] will come back.  I get on well with him, it was a personality clash with other members of the group. .

This illustrates the strength of informal contact networks which can develop a life of their own and are not necessarily dependent on the formal connections.  Even when disrupted in one part of the group, the JAG survived and the member remained part of the informal network although (at least temporarily) more weakly connected to the group.  

Processor-Japanese Market Relations

Individual hay processors downplayed the need for assistance with developing the market, commenting that they had well-established market relationships and sufficient orders.  However, it is evident from the interview material that the formation of the JAG and its activities have extended the network of contacts in the Japanese market.  For example, Austrade relations and contacts in Japan were used to bring together key players from the Japanese market with JAG members as part of a trade mission to Japan in 1994 during which the Australia Oat Hay brand was launched..

Processors noted that the trade mission has generated new business inquires as indicated by two members in their interviews:

Member One:


I went to Japan with the mission.  That had tremendous effect with the inquiries I've had since.  That is why I'm not worried about getting new clients next season if I'm forced to.  

Member Two:


Since returning [from Japan] we have had about 20 odd communications from Japan through contacts made.  We have had two visits from companies we had not worked with. 

Connected with this, some members noted that contacts made during the Japanese mission and the publicity generated around the launch of the brand in Japan had enabled them to get closer to the end-user in the distribution chain.  As one processor explained:


Although we had clients over there, we were dealing with the first tier in Japan - we were dealing with the trader and he was selling to the importer, then selling to the wholesaler, and then down the line in the Japanese manner.  Perhaps now, as I see it, we have become close to companies who are closer to the end-user, going around a lot of people, and this has helped us a lot as a company.  As a group, we have got enormous benefit out of this ... Now we are nearly getting a relationship with the end-user - the dairy farmer. In [region of Japan] farmers are forming groups and buying directly from us to get the price down. 

The JAG-Austrade network was used in one case to place a company staff member with one of the Japanese distributors, under a special Australian-government fellowship scheme.  This person is spending one year in Japan learning the language but, as he is also working for the distributor, is regarded as an extended arm of the Australian processor and is building a long term relationship through this involvement.  

The JAG itself seems to have developed an identity in the Japanese market.  One processor, for instance, mentioned that two Japanese cooperatives recently approached JAG members for information about their processing capacity.  He believes that this approach was only made to JAG members:


As far as I know they haven't sent them [questionnaires] to any others, because they perceive that if there is going to be a quality standard they want to be dealing with someone who has that. 

In summary, while the JAG members have maintained most of their individual Japanese distributor connections, there has been a broadening of opportunities through the promotional activities of the JAG and an increased sensitivity to the needs of Japanese customers and the quality standards required.  The JAG seems to be developing as a focal point for Japanese hay distributors who are beginning to look at Australian hay supply as more than the individual suppliers, despite some concerns on their part that the JAG might be a kind of price cartel.  Many distributors are now sourcing hay from processors in different states in order to spread the risk of supply problems due to climatic variations and are using the JAG to some extent in guiding their search for different sources of supply.  Should this process extend and intensify, especially if the Australia Oat Hay trademark and quality link take hold, the JAG may ultimately have a major impact on the way in which Japanese distributor connections develop and are shaped.

Processor - Hay Grower Relations

The development of the JAG at the center of the network has influenced the relationships between processors and their suppliers of hay. The quality assurance processes adopted as a result of JAG activities, and the increasing sensitivity to Japanese customer quality demands, has led to some JAG members working more closely with their growers to improve hay quality, including information and advice on growing and storage methods.

While the sense of competition among processors in the Japanese market has diminished somewhat as a result of the JAG (as noted above), competition among processors for hay supplies has increased as a result of increasing demand from Japan and the growing number of processors. Processors rely on hay supplied mainly by independent farmers who the processors contract to grow hay.  The amount and quality of hay supplied depends on the growing and harvesting conditions.  Friction in the industry is caused when processors try to buy hay at harvest time from farmers who had already agreed to supply other processors at the time of planting. One indication of increased competition in this area is the move by some processors to set up operations in other states and compete with existing processors for growers.  The interviews suggest that these moves in part have resulted from increased industry knowledge gained through JAG activities.

The increased competition for hay supplies has been exacerbated by the severe drought in the eastern states, which has resulted in increased rivalry amongst some processors, in the unaffected areas, leading to price increases and some growers withdrawing from earlier agreements to supply particular processors.  At the same time, processors in the eastern states have tried to use their JAG contacts in other states to source hay, not always successfully.

Processor - Government Relations
As mentioned, the initiative to form the Hay JAG arose from within Austrade.  It assigned a project manager to the JAG who played a pivotal role in its operations: setting up meetings for members, organizing a trade mission to Japan, registering the brand name, providing general secretarial support, assisting with some members' marketing and logistics problems, and in general acting as an information source and conduit to Austrade and other government bodies.  Austrade was also instrumental in pooling the contributions of group members to secure a special type of loan to assist the JAG’s activities.

Formal meetings, at the outset, played a critical role in creating a forum within which contacts on neutral ground could begin.  At this stage it was necessary for Austrade to play a central role in the network and the management of its formation. An independent and credible body such as Austrade was a necessary catalyst.  Despite the fact that there was recognition of the need for processors to work together, their own attempts to form such a group had been unsuccessful
. Austrade facilitated the creation of a framework for the development of individual contacts.  It is questionable whether any other organization within the industry, or an individual hay processor, could have played a similar role.  

The formal gatherings and trade mission organised by Austrade spawned the informal network development. The increasing importance of informal communication channels as a coordination mechanism for the  network is depicted in Figure 2.  This has become the foundation of the group to the extent that members seem to regard the formal meetings as being of far less importance.  In fact, it could be argued that it is the informal processes that now drive the JAG.


[Figure 2 about here]

To some extent the government’s role grew larger than originally intended.  The scheme's initiators had expected that Austrade would be able to withdraw from the JAG within two years.  In keeping with this, at the beginning of 1994 a legal firm was selected to replace Austrade's Project Manager and take over the secretarial and administrative function of the JAG.  This move was not well received by JAG members and the legal firm was subsequently dismissed in October 1994 with Austrade returning to handle this role.  

The Hay JAG's external relations (beyond each member's own already established external market contacts) were principally handled by the project manager, as illustrated in Figure 3.  Even after formal exit in 1994, Austrade's project manager continued to receive inquiries from JAG members, maintained a watching brief on the group and maintained linkages between the JAG and relevant external bodies and key individuals (e.g. the relevant government minister).  


[Figure 3 about here]

Austrade's project manager has remained a central, tightly connected actor both within the Hay JAG and in its external relations.  Interview data and analysis of relevant documentation confirm the importance of this person in facilitating relationship development between JAG members, and in maintaining group activities and cohesion.  A cornerstone of the role was the trust that members developed towards this person which was particularly important given the inherently negative attitude of the hay processors towards governments, consultants, and lawyers, and the strong, independent character of the individual JAG members. For most JAG members the strong link formed with the Project Manager seems to have substituted for many of the external network links which would have allowed them to operate independently..  

The JAG members were further “tied” to Austrade through their recognition of the value of Austrade’s wide ranging role and its network connections.  As one interviewee noted, summing up the role of Austrade:


They [Austrade] came in with good knowledge of the market and contacts overseas which we could use as a stepping stone ... We have learnt the value of relationships in Japan. 

Another indicated the value of close ties to Austrade (in preference to the legal firm who temporarily replaced Austrade) by saying:

Why go through another organisation to access the benefits of Austrade?

However some JAG members did indicate that the network had now developed to the extent that Austrade’s role could begin to be lessened.  There was general recognition of Austrade's role in broadening their Japanese market-related networks but, it was often thought that having achieved these that it was now up to the individuals to exploit any forthcoming opportunities. Austrade's broader networks were always regarded as being there, as they had been used in the past, and could be activated when either the individual or the JAG required.  The following comments from two JAG members illustrate this:

Member 1:


Austrade [is] welcome to stay in our group but we can't fund them anymore and can't see them coming to all our meetings. But [we should] keep close to them for info [information].  The clout that Austrade brings with them opens doors. This was apparent in Japan and I had not seen that before. 

Member 2:


 We wouldn't hesitate to go to Austrade if we had a problem.  The great thing's being able to go somewhere. The government won't listen to one individual, but when there's a body of people like the Hay JAG, there is a different atmosphere. 

It is possible that Austrade had attempted to sever the umbilical cord too early in the network’s development and/or too abruptly, hence the unsuccessful attempt to move to a less prominent position in the network in 1994.  There are currently indications that the network is developing greater independence from Austrade.  In the second half of 1995 the members of the JAG took on responsibility for their own administration and in interviews members expressed a recognition of this need to become more independent and to make their own decisions rather than deferring to Austrade much as they had done in the past.


DISCUSSION 

The preceding analysis has demonstrated the broad span of network relationships (both internal and external) which resulted from the formation of the JAG.  Table 1 further summarises the impacts of the JAG in terms of the three underlying dimensions of interfirm relations that affect performance of the firms involved - activity links, resource ties, and actor bonds (Hakansson and Snehota 1995)..


[Table 1 about here]

These three dimensions interact.  The pattern of activities shapes the bonds between the actors and leads to the creation and exchange of resources both of which in turn impact on the activities which occur.  Over time, this leads to a process of evolution of the relationships and the network (Hakansson, 1992; Snehota and Hakansson, 1995).  This may be illustrated in terms of the relationships in the case study.  For example, through the JAG activities, the processor-processor relationships have become much closer, the actors have developed personal bonds and trusting relations which did not exist before.  The informal contacts have been sustained even with members no longer part of the JAG and despite personality clashes.  As a result of these bonds, various kinds of joint activity have occurred, including the development of quality standards, sharing of information about production methods and the Japanese market, and joint promotion.  Resources have been pooled to obtain government grants, while knowledge has been developed and shared among members.  Lastly, the extended contact network developed amongst processors itself represents an important resource developed through the JAG.

The impact of the JAG on the relations is both direct and indirect.  As changes take place in one set of relations in the production-marketing network, adaptations occur elsewhere.  Thus, as quality consciousness increased among processors in relation to supplying the Japanese market, relations between processors and their growers changed in order to support the quality improvement process.  Changing perceptions of the Japanese market, and relations with Japanese companies, also altered the processors’ attitudes to each other (i.e. their personal bonds), dampening their perceived competitiveness and reinforcing cooperativeness.  The processors began to see themselves to a certain extent as complementary suppliers to the Japanese market, which has resulted in changes in resource ties and activity links among them including a greater willingness to share information about processing techniques and market intelligence, and to assist each other in meeting customer demands when supplies are short.  Paralleling these developments, the Japanese began to regard JAG members as complementary suppliers, thus reshaping the personal bonds and activity links between suppliers and Japanese customers.  The price cartel concerns were also an outcome of the closer cooperation amongst the JAG members but these did not seem to impede the development of  supplier-customer relations.

Perhaps one of the most important points to emerge was the important role played by non-economic relations among firms involved, particularly informal personal relations.  This is reflected most clearly in the way in which the JAG scheme began through formal meetings, thereby setting up formal connections between various parties but, because of shared interests and through the JAG umbrella, a more powerful, informal network was set in train. Although less visible, in the end it may well be the most important outcome of the scheme. In interviews, JAG members stressed how much they valued the contact network created through the JAG process. This seemed part of the reason some members felt that Austrade was not needed in the JAG anymore, although with a readily accessible link maintained. One might argue that this was a clear indicator of success for the Hay JAG as a grouping scheme. Formation of the JAG initiated a process, not just an entity which became the foundation for a range of ongoing activities.  This has generated a self-sustaining outcome that is no longer dependent on the JAG structure, placing it more in a facilitating role. 

Another example of the importance of informal personal relations concerns the relations that developed between the Austrade officer responsible for the group’s activities and the group members.  The personal bonds that developed were crucial to the ongoing participation of Austrade, given the nature of the personalities involved in the group.   The contrast between this relationship and that with some of the other professional consultants that Austrade tried to introduce to the group is stark.  Coming from a completely different socio-economic milieu and outlook, they could not relate effectively to the group members and this nearly undermined the whole process.

Whether the network impacts, and joint activities such as promotion in Japan, produce the extent of results in the marketplace for the JAG to be judged a success is difficult to say at this early stage.  It is clear that some positive market outcomes have already been generated, although, perhaps not surprisingly, there seems to be a reluctance to ascribe much of this to JAG activities.  JAG members stress their own work rather than that of the JAG.  A complicating factor in any assessment is the drought which affected large parts of eastern Australia during 1994-5 and caused a large drop in the availability of hay for the export market in 1995.  For those afffected, this produced some strain in relations between the processors and their customers.  However, the increased sensitivity to the quality requirements of the Japanese customers, which is at least partly the result of JAG activities, meant that the processors were less likely to substitute poorer quality hay to try to meet demand.  Some processors also commented that they were more confident of being able to gain new customers should they lose existing ones as a result of the drought.

Another issue that will affect the marketplace outcomes of the JAG is the response of international competition.  The Australian processors have a counter-seasonal advantage in the supply of oaten hay compared to US and Canadian competitors and are able to supply a premium type of hay that these competitors are unable to grow, due to the existence of quarantine regulations and fertilising techniques used in North America.  However, if the Australian processors start to gain a larger share of the market they are vulnerable to price competition from the very large US competitors, especially because of the high shipping costs from Australia to Japan.  While the market in Japan is growing and the Australian product commands a limited price premium (around 10%) it would be difficult to sustain a price war.   There are signs that the relationship with American growers has deteriorated to some extent.  Some processors report visiting the US to study farm practice and were welcomed by American counterparts, but this has now changed since the Australian industry has grown and they don’t think they are as welcome any more.

Even with regard to connections in the Japanese market, where Austrade was able to lay much of the groundwork (through market research, contact with relevant organizations and organization of the trade mission) for extension of networks and more intensive marketing activity, the possibilities were viewed, often cautiously, very much from the JAG member's own market network base.  Some, especially those who went on the trade mission, could see prospects for extending Japanese distributor connections, thereby securing and deepening market penetration. At the other extreme, one processor, a non-participant in the mission, had made little effort to extend what were considered strong links to Japan, commenting:


We don't believe we can be helped in marketing....We've got an Australian fellow down in Melbourne on commission. He's got the greatest expertise in Japan.  In fact we send him to Japan a couple of times a year, we haven't got the time. He speaks for us...It saves us all that time and being away from keeping your hand on the pulse here [at the processing facility]. 

Despite having had operations in Japan for more than six years this person had only recently made his first visit to Japan. Again though, he stressed just how much he appreciated the personal intra-JAG networks.  It would seem then that network development involves almost two distinct phases: intra-group and foreign market connecting. 

The Hay JAG experience confirms the critical role of inter-personal relations in group functioning, with direct competition adding a significant stress factor. Withdrawal of the largest processor might well have led to the break-up of the group as a whole. The fact that it did not, and that contacts were maintained by this processor with some members of the group, is indicative of the strength and value placed on the networks created through the JAG process.  They appeared to play a role in binding members together - beyond inter-personal relations and feelings about each other.



POLICY IMPLICATIONS OF NETWORKING CONSIDERATIONS    

Given their importance, the challenge for instigators of export grouping schemes is the extent to which networking processes can be externally facilitated.  The Hay JAG has shown how ‘arranged marriages’ might work and activate potential relations in the network.  But, the outcome depends on the preexisting patterns of relations and, in particular on the parties being prepared to activate the networking possibilities - a factor that can never be predetermined.  As Wilkinson and Mattsson (1994 p.22) have commented on the role of government in developing network relations: 


Individual network participants must be committed to their development. No amount of government incentives, encouragement and exhortations will substitute for a clearly perceived logic of relationship formation by the parties involved and beneficial outcomes.  However, there is a role for governments to play to generate the framework that permits the self organising process to operate effectively and, based on network knowledge, .. to selectively use TPP [Trade Promotion Policy] activities to assist exports ..... as an important aspect of network development. 
While Austrade acted as the catalyst and facilitator for the Hay JAG, it was able to tap into underlying feelings and perceptions which had been shaped by preceding experiences in the Japanese market. There had already been attempts made by some processors to contact others in order to discuss mutual problems. Such preconditions can never be arranged by those forming export groups, but it is possible for grouping scheme instigators to be sensitive to preceding network conditions, perhaps through a network mapping exercise.  This would allow network facilitation to be more carefully targeted in the initial phases of the export grouping scheme - for example, in determining the nature, extent, and location of formal and social gatherings.  The ‘network profile’ of group members would also assist in defining network tasks that lie ahead in terms of intra-group and external links.  Furthermore, it might provide an early warning of those ‘arranged marriages’ which are unlikely to succeed because of network incompatibility and/or personality differences i.e. where no real potential relationship exists in Easton and Araujo’s (1992) sense.  

Clearly, there is a role for an external organization such as Austrade in getting the process started and supporting its development by, for example, undertaking many of the formative tasks required such as calling meetings, providing the forum (neutral ground) for discussions and mechanisms for extended contact, and information collection and dissemination (e.g.. newsletters).  At initial meetings, the importance of network development in the group's operations can be stressed so that it is seen as a major part of what members will be involved in.  The external facilitator can also assist in setting up the structure for continued interaction between group members and, as the Hay JAG case demonstrates, be an important instigator of key external links.

However, there is a limit to this network engineering role.  While informal networks can be facilitated, they can never be controlled.  Indeed, there is an argument that to attempt to control them is to negate their effectiveness (Macdonald 1995). In the broader context of alliances, Kanter (1994, p.97) maintains "they cannot be ‘controlled’ by formal systems but require a dense web of interpersonal connections and internal infrastructures ...".  This will always be hard for facilitators of grouping schemes to accept, to recognize the limits of their role.  As well, it is difficult to generate the necessary support for a scheme when an important outcome (informal personal networks) is one that cannot be directed and, therefore, its ultimate impact is uncertain.  There is also the problem of demonstrating group success, of pointing to something concrete, something tangible, as an outcome - more than: ‘group members talk to each other a lot’.  Yet it has been demonstrated in IMP research and other studies of interfirm relations that personal, informal relations among people at various levels of an organisation play a key role in cementing the relationship and providing a foundation for mutually beneficial cooperation. between firms e.g. Marschan et al 1996, Turnbull 1990.

CONCLUSIONS

The analysis of the Hay JAG demonstrates that network impacts are a key consideration in the development and operation of export grouping schemes as a form of export promotion.  Network developments can provide a foundation for achieving long term market outcomes beyond even the specific market objective which might have been the rationale for the formation of the export group in the first place. The role played by non-economic as well as economic relations is highlighted including, the role of cooperation among competitors, the role of informal personal and social bonds between economic actors and the importance of unexploited or underexploited relations.  All of these types of non-economic relations provide a focus for network intervention and management strategies.  Furthermore, interfirm relations and networks, both economic and non-economic, represent an important element in the evaluation of the outcomes of export grouping schemes.  These have tended to be overlooked, often because of the focus on formal group continuation and objective performance measures.  

But network and relationship development is no easy task.  First, it requires a careful examination of preexisting network relations including the presence of any underexploited or unexploited relations and existing perceptions of potential benefits of closer cooperation.  Second, the members of the group must be chosen in order to have the greatest potential impact on the types of relationship and network changes desired.  This should take into account,  the likely network and personal compatability of members, including the mix of competitors and non-competitors, as well as the direct and indirect effects on relations and networks that could occur.  Third, the intervention strategies should be chosen to permit self-organising and self -sustaining processes to develop, not those which will create on-going dependence on the facilitator.  An aspect of this is the choice of liaison and boundary  people, both within the group and from the facilitator, to maximise the chances of constructive group interaction and to permit the results of group processes to translate into action and not just reports.  Lastly, care must be undertaken in evaluating the group’s success in terms of both eventual concrete trade outcomes but also in terms of network impacts, which may create resources and capabilities that can manifest themselves outside the scope of the original terms of reference for the group.  In this sense the group is to be interpreted as a learning organisation in which initial strategies may translate into future opportunities and benefits that may or may not require the continuation of the formal group in some form.  As part of this, a clear rationale for formal group continuation must be developed.  Certainly, continuation of the group is not in itself a measure of performance.

Further research is needed to examine the impact of different types of network management strategies and to develop further the theoretical base from which such schemes can be analysed and evaluated.  Hopefully this paper has made a contribution to that enterprise.  The focus on export grouping shemes represents only one type of network management and even here there are many alternative approaches that warrant comparison.  Other areas where network management strategies are being attempted, even if they are not recognised as such, include the development of regional network strategies, and the establishment of industrial parks and free trade zones.
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� Another JAG scheme was examined in detail which concerned the development of a group to promote Australia’s chances of winning part of a billion dollar part World Bank funded project in China.  This is described in Welch et al (1995)


� It is difficult to judge from interviews with the parties concerned just how much his exit was due to personality clashes and how much was a response to the reaction generated by his establishment of the competitive facility.


� It should be noted, however, that there was some doubt, even suspicion, among some JAG members about Austrade's motives in forming the JAG.  There was also some disquiet over the fact that certain JAG members were more active in the JAG formation process, and eventually in running the JAG.





