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ABSTRACT

Networ k management capability is of paramount importance for any organization in the
era of a network economy. Despite the rapid growth of business network research,
effective approaches for systematic network management are still in their infancy.
Existing business network literature mostly concentrates on describing the nature of the
network around a focal company. This article introduces a systematic approach for
managing networks¥aKey Network Management (KNM). A Key Network refers to a set
of actors mobilized by the focal company to realize an opportunity. An opportunity is
anything that potentially represents or results in value to the company. A company may
manage several Key Networks. The KNM approach includes four basic elements: 1)
Scanning and analyzing the Opportunity Network, 2) ldentifying a manageable Key
Network, 3) Strategies for managing actors of the Key Network, and 4) Developing and
applying operational level methods for managing actors of the Key Network. Indeed,
the KNM-approach is not only focused on using networks to fulfill existing needs, but
also on discovering new opportunities and establishing and managing networks to
realize these opportunities. Also, this article suggests a framework for KNM practices
for effective implementation of this approach.
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INTRODUCTION

Networks have attracted a great ded of interet among several research traditions.
Grandori and Soda (1995) identified a number of different research approaches and
perspectives to networks  industrid  economics, historicd and  evolutionary,
organizationd, negotiation andyds, resource dependence, neo-inditutiond, socid
networks, indudria marketing, entrepreneurship, economic policy and law, and
population ecology. Being one of the above approaches, the IMP research approach
(H&kansson ed. 1982) has provided front-line knowledge on networks (Mattson 1985;
Haansson and Snehota 1989; Algjoutsijarvi 1996; Mdller and Halinen 1999).

The term 'network’ refers to a set of nodes and relationships which connect them
(Fombrun 1982). Since a network is a web of reaionships, relaionship research dso
essentialy belongs to network research. Thus, the interaction approach, in other words,
how two organizations interact (Ford 1982; Ford and Rosson 1982; Dwyer, Schurr and
Oh 1987, Liljegren 1988; Wilson and Mummaaneni 1990) and the rdationship
marketing approach (Berry 1983; Jackson 1985; Gummesson 1987; Gronroos 1989) are



essentidly related to the network approach. The importance of networks has aso been
recognized, for example, by logistics and supply chain research (Christopher 1995).
Furthermore, information technology, and particularly the Internet, is a mgor reason for
the increased need for a knowledge of networks. IT makes possble new products,
sarvices, business concepts, organizations, and forms of co-operation. A virtud
organization is a network and an example of a new kind d organization facilitated by IT
(Mowshowitz 1997; Christie and Levary 1998; Hoogeweegen et al. 1999).
Mog of the vast amount of network literature is descriptive and includes hardly any
systemdtic gpproaches for the management of networks, while there is an evident need
for such approaches. This article corresponds to this need by developing a conceptud
framework for Key Network Management (KNM). This framework is developed based
on an extendve literature andyss of busness networks and rdationships. Fird, this
paper briefly explains the nature of business networks. Second, it develops a modd for
gysematic KNM. Third, it suggests a framework for KNM practices in terms of the
developed model. Findly, the paper draws conclusons and offers directions for further
research.

THE NATURE OF BUSINESSNETWORKS
A business network is a set of two or more connected business relaionships, in which
each exchange reaion is between busness firms that are conceptudized as collective
actors (Emerson 1981). A retwork conssts of ‘nodes or positions (occupied by firms,
households, dtrategic business units indde a diverdfied concern, trade associations, and
other types of organizations) and links manifested by interaction between postions
(Thordli 1986). These “links’ are usudly caled reaionships, and, for example the
whole rdaionship management approach is focused on them. The reationships are
usudly continuous over time, rather than being composed of discrete transactions
(H&kansson and Snehota 1989). Undergtanding the nature of networks requires
knowledge of both (single) relationships and a web of rdationships (cf. Ritter 1999).
Reationships are parts of networks and a network is dso cdled a “secondary function”
of ardationship (Anderson et a. 1994, p. 3). According to Hammarkvist et al. (1983), a
criticd mass in terms of quantity and quaity of reationships is required before one can
redly tak about a network, however defining and messuring this mass is obvioudy
veay difficult.



Networks are evolving organiams and their dynamics is caused by the fact that actors,
relaionships, needs, problems, capabilities, and resources change over time. A single
member entering, pogtioning, repodtioning, or exiting from the network causes
changes to the entirety (Thorelli 1986). A network can be approached in terms of its
activities, resources, and actors (H&ansson and Snehota 1989, p. 191). The activities in
two different relationships can complement each other, if they are pat of the same
activity chain, or they may be in competition. Resources used, accessed, or exchanged
in one relaionship can complement or compete with those used, accessed, or exchanged
in another reationship in which the organization is involved. Actors can use the
exigence of complementary or compstitiveness in ther rdationships in different ways
when interacting with each other. This can creste not only triangular relationships, but
ds a complex entity involving many more participaing organizations linked to each
other (H&ansson and Snehota 1989).

Achrol and Kotler (1999) identify four types of networks internd, verticd, intermarket,
and opportunity networks. Interna networks are designed to reduce hierarchy and open
firms to ther environments. Verticd networks maximize the productivity of seridly
dependent functions by credting partnerships among interdependent  skill-specidized
firms. Intermarket networks seek to leverage horizonta synergies across indudtries.
Opportunity networks are organized around customer needs and market opportunities,

and designed to search for the best solutions to them.

DEVELOPING MANAGEMENT APPROACHES
Sating with some generd comments on developing managerid gpproaches, the
literature points out several chdlenges, risks, and paradoxes related to the development
of network management (e.g. H&ansson and Ford 2002; Wilkinson and Young 2002).
On the other hand, management approaches developed for any other phenomenon
rdaed a company’s environment (human  resources, accounting  Systems,
communication, 1T, etc.) adso have their limitations. What is sad about a phenomenon
a management level usudly does not do justice to what is said a the description level.
Suggesting a management gpproach is often like forcing a beautiful phenomenon into a
drait jacket. Management approaches typicdly smplify the world. They usudly see
things just from one perspective (eg. from the own company's perspective). They often



digegard the time agpect and dynamics of various factors (changes in environment,
ghort- and long-term effects). They am too much a quantifying and measuring things
(“you get what you measure’), and, thus disregard important quditative or otherwise
immeasurable factors. They tend to offer quick and mechanistic sandard solutions to
complex problems (“quick fix” solution may be efficient but not effective and
sudanable). Obvioudy, much of the above discusson on the generd limitations of
management approaches applies aso to the present KNM approach. On the other hand,
practitioners seldom expect any management gpproach to be a “magic tool” providing
perfect solutions. From their own experience, they understand that things are much
more complicated in redity than shown in management frameworks, and they have to
be prepared to adjust the gpproach for their own Stuation as well as they can. Managers
have to ded with a large number of matters and they are not experts in dl fieds, and,
thus, they tend to appreciate smplistic and concrete practices rather than abstract advice
and philosophica speculation. Managers are often forced to act fast and they do not
have time for long and expensve andyses providing multiple aspects to ther Stuation.
In such cases, a quick and dmple management gpproach may serve the purpose.
Furthermore, when developing management approaches for companies one should not
forget the fundamenta gods of companies From the management viewpoint, human
resources, accounting systems, communication, IT, reationships, networks, etc. are
sdldom ends as such but rather means. Instead, very often an increased, earlier, and
more dable podtive cash flow, as well as increased profitability and shareholder vaue
are more fundamenta godls.

THE KEY NETWORK MANAGEMENT APPROACH

Indeed, as mentioned earlier, the literature includes very few management gpproaches
for business networks, and there is a clear need to increase knowledge and discussion in
this area. Concrete and smple practices are paticularly lacking. The present KNM
gpproach ams at contributing to this evident need.

According to Thordli (1986), network management involves marketing, technology
trandfer, information exchange, accounting, and finance, as wel as public and
interpersond relaions. Jitther and Schlange (1996) belong to the very few suggeding a
sysematic framework for developing a network drategy. Ther framework includes



determining firgly, which is the drategic Stuation to be andyzed;, secondly, which are
the actors to be focused; thirdly, who determines the nature of the reationships,
fourthly, which part in the network does each actor play; and fifthly, what leverage and
what seering potentia does each actor have? Moller and Halinen (1999) suggest four
basc leves of network management: firdly, industries as networks-leve - invaving
network visoning; secondly, firms in neworkslevd - involving net management;
thirdly, rdationship portfolios-levd - involving portfolio management; and fourthly,
exchange relaionship-leve - involving reationship management.

The KNM approach suggested here includes four basic eements:

1) Scanning and andyzing an Opportunity Network (what?),

2) Identifying a managesble Key Network (who?),

3) Strategies for managing actors of a Key Network (how?), and

4) Deveoping and gpplying operdtional level methods for managing actors of a Key
Network (how?)(Figure 1).

WHAT?

Scanning and Analyzing an Opportunity Network

Scanning and andyzing opportunities is an essentid pat of effective  network
management (cf. Achrol and Kotler 1999, Mdller and Hdinen 1999). Scanning
opportunities is a continuous process, since opportunities emerge and disgppear rapidly
in the dynamic network economy (cf. Chrisie and Levary 1998). Finding new
opportunities may heppen, for example, by sysemdicdly andyzing and predicting
needs, problems, and different kinds of sources of vaue in the marketplace, in one's
own organizetion, or in the internd or externd vadue chain. Opportunity Network refers
to the set of opportunities available to the company. An opportunity is anything that
potentidly represents or results in vaue to the company. Different opportunities are
often interrelated and form a web. An Opportunity Network, as defined here, includes
anything that is potentidly vauable to the company (eg. favorable publicity), and, thus,
is a broader concept than Achrol and Kotler's (1999, p. 157) concept of customer
opportunity network.

Their concept refers to “a body of customers organized around a centrd information
company that serves as a clearing house for the marketing transactions it brokers and

regulates on behdf of its member cusomes and paticipating suppliers, which



represent a range of products, technologies, and services” Scanning and anayzing

opportunities results in the god and fundamenta function of a Key Network, which can

also be called the Key Network strategy.
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Figure 1 Key Network Management (KNM)

The illugrative example of Figure 2 shows four identified opportunities for the foca

company: a new need in the market place, cost reduction by choosng a new supplier,

favorable publicity, and a new technicd dandard. A co-operative set of actors - a




manageable Key Network - is identified and established around each opportunity. The
god of a Key Network is to explore, exploit, and materidize the opportunity. The foca
company sdects a suitable management drategy for each actor in a Key Network. The
company adso develops and applies case specific operationd level practices for
managing each Key Network and interaction with each actor in these networks.

WHO?

I dentifying a Manageable Key Network

According to the literature, the boundaries of business networks cannot be defined
exactly (e.g. H&ansson and Snehota 1989). This makes the nanagement of a network
difficult. The dynamics of networks is another characterigic that makes network
management chalenging.

A Key Network refers to a set of actors mobilized by the focd company to redize an
opportunity. In the KNM approach, the foca company decides which actors
(organizations, individuals) are insde the Key Network. In other words, the company
has to decide and know through which access points it interacts with a larger network.
Indeed, the boundaries of business networks cannot be defined exactly. However, 'Key
Network' can be understood as a defined sub-net, a defined set of access pointsto a
larger unlimited network. The vaue received by the focal company does not have to be
created within the Key Network; its creation is mobilized or received through the Key
Network. For example, the company obvioudy has to decide from which sub-contractor
it buys the goods. However, it does not necessarily have to know which sub-contractor’'s
sub- contractors have participated in manufacturing these goods.

The idea of a Key Network resembles what Mdller and Hainen (1999) cdl management
of a rdationship portfolio in the context of network management. Wilkinson and Young
(2002) emphasize the meaning of bottomup sdf-organizing sysems in networks, which
may imply that a company should not make an explicit decison regarding with whom
they are dealing in the network. However, they fbid. p. 129) aso admit “this does not
undermine the use of traditiond management andyss and planning techniques because
firms are Hill required to act, learn, respond, and adapt in intended rationd ways in
networks if the self-organizing processisto work effectively over time.”
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Certain criteria are needed to identify suitable members for a Key Network. Frdly, the
actor should provide relevant capabilities to contribute towards achieving the gods of
the Key Network. Capabilities refer to the ability to mobilize, access, and mix resources
(H&ansson and Snehota 1995). Capabilities brought into and developed in the network
should be difficult for competitors to replicate (cf. Ogilive 1994). Each capability
brought into the Key Network should aso complement other capabilities in the network
0 that a synergy deveops helping the network to reach its gods quickly, efficiently,
and effectively (cf. Chrisie and Levary 1998). Relationship and network specific assets
learned and developed over time are what create a competitive advantage. Secondly,
some necessary cgpabilities (not dl) of an actor should be controllable by the foca
company. For example, the foca company may want to drictly control that ther
manufacturing sub-contractor does not show the technical specifications of the product
to anyone ese. The focad company may not know al the partners of its subcontractor,
however it indirectly and partly dso controls the information they receiveld they do not
see the particular technical specification. The focd company may aso want to control
quaity and deliveries of the products coming from the sub-contractor, in order to fulfill
its own promises to the market. However, as long as the confidentid information
remains secret and the intellectud properties are safe, and the quality and ddiveries of
products are as promised, the manufacturing actors of the network may fredy organize
their operation. Indeed, the terms “managing’” and “controlling” an actor or its
capabilities in KNM do not mean tota management and control. Furthermore,
“manage’” and “control” in KNM ae not synonyms for “command” and the
opportunistic use of coercive power over a weaker actor, but rather these terms include
a fadlitating approach related to, for example, joint learning, innovating, knowledge
transfer, supporting, and helping. Indeed, successful long-teerm management of a
relationship should am a a win-win gStuaion. Trying to control too many capabilities
of actors in the Key Network will obvioudy reduce the various benefits received from
the network. A dominant power podtion in the network is not the god as such in
KNMO and sddom is it even possble to achieve. The management and control may
possibly be so dight that a company does not even know that they belong to some other
company’s Key Network. According to H&ansson and Ford (2002, p. 135), “no
company and no relationship in a network has been built or operates independently of



others. A busness network is sddom the result of one “desgne”, dthough some
companies might believe that. Generdly, the network is the outcome of the
ddiberations, ams, and actions of a number of the paticipants. Smilarly, no company
is the “hub” of the network or is likely to have complete control over it, athough some
will act as if they were in control.” Indeed, finding the right balance with controllable
and non-controllable capabilities of a network partner is at the core of KNM. Smilarly,
Stabell and Festad (1998, p. 416) discuss value networks and value creation and say
“To mantain drategic and managegble perspective on vaue cregtion, it is important
that the activity disaggregating not be too detalled, while gill enabling one to identify
those activities that are drategicaly important.” A society as a whole can dso be
understood as a network; with too much control it turns into a prison, with no control it
isthe Wild West.

To summarize, a manageable key network refers to a set of actors which & provide
relevant capabilities to contribute towards achieving the gods of the Key Network and
b) the necessary capabilities (not dl) of these actors can be controlled by the focd
company. The actors of a Key Network often belong to the company’s externd vaue
chain. In other words, they are the company's customers, suppliers, or organizations
that have the role of both a customer and supplier. However, in addition to customers
and suppliers, there can be many other actors which can hdp in achieving the gods of a
Key Network, such as financiers and investors, opinion leaders, government bodies,
labor unions, trade commissions, universities, media, etc.

HOW?

Strategies for managing the actors of a Key Network

Once an opportunity has been discovered, the company has to find a way to take
advantage of it. For this purpose, the company may either use its own resources or
establish a Key Network. Indeed, the Strategy is not necessarily the one that creates
vaue but mobilizes different actors to create vaue for each other through a network
managed by the company. This is characterized by the generd trandtion from vaue
chans to web-like vadue congdlaions (Normann and Ramirez 1993). In vaue
congdlations, the key drategic task is the reconfiguration of roles and reationships
among a congdlation of actors, in order to mohilize the cregtion of vaue in new forms

and by new players. This dtrategy process is continuous or a least frequently recurring
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(H&kansson and Snehota 1989). Since relationships with different actors of a network
may evolve very differently (Ojasdo 2000a), the need for updating the reationship
drategy aso varies.

It is suggested here, that the strategy for managing an actor depends on to what extent
the actor is capable of contributing to the goas of the Key Network and to what extent
the Key Network is capable of contributing to the gods of the actor (Figure 3).

High Grow/ Develop/
Invest Selectively
invest
Actor’s capability
to contribute to
the goals of the
Key Network Maintain/ Abandon/
Low Manage for Manage for
earnings cash
High Low

Key Network’s capability
to contribute to the goals
of the actor

Figure3 Strategies for managing the actors of a Key Network

The capability to contribute to the other party’s gods strongly affects the commitment
to the reationship (Ojasalo, 2002). Such capabiliies may change over time. The
drategy dternatives for network members suggested here ae  Grow/Inves,
Devdop/Sdectivdly inves, Mantan/Manage for eaning, and Abandon/Manage for
cash (modified from McDonald and Rogers 1998, p. 82). When the actor’s capability to
contribute to the Key Network’s gods is high, and the Key Network's capability to
contribute to the actor's goas is dso high, the suggested drategy is to grow the
relationship and invest in this actor. When the actor’s capability to contribute to the Key
Network’s gods is high, but the Key Network’s capability to contribute to the actor's
gods is low, the suggested drategy is to develop the rdationship and sdectively inved.
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When the actor's capability to contribute to the Key Network’s gods is low, but the
Key Network’s cgpability to contribute to the actor's gods is high, the suggested
drategy is to mantan the rdationship axd manage for earnings. Findly, when the
actor's capability to contribute to the Key Network's goas is low and the Key
Network’s capability to contribute to the actor's gods is dso low, the suggested
drategy is to aandon the actor and manage for cash (immediate incomes). Furthermore,
different actors may adso be prioritized and even ranked in terms of various prioritizing
criteria such as podtive cash flow generation, information, reference vaue, security,
new competences, and new business opportunities received (cf. Ojasalo 20014a).

DEVELOPING AND APPLYING OPERATIONAL LEVEL METHODSFOR
MANAGING THE ACTORSOF A KEY NETWORK

As suggested above, each member of a Key Network can be managed in terms of four
main draegies. grow, deveop, mantan, and abandon. Redizing esch drategy
dternative requires suitable operationd level methods. These operational level methods
are, of course, highly case specific. The Key Account Management (KAM) approach is
an effective and sysgemdaic way to manage customers in the business-to-busness
market. Key Accounts are customers in a bto-b market identified by sdling companies
as of drategic importance (McDondd et d. 1997). Although, the actors of a Key
Network are not necessarily customers, KAM can easly be gpplied to the management
of relationships with any kind of actors.

Severd researchers (eg. Ehrlinger 1979; Diller 1989; Millman 1994; 1996; Millman
and Wilson 1994; Pardo et al. 1995; McDonad et al. 1996; Spencer,1999; Kempeners
and van der Hart 1999) have used the term 'Key Account Management. The terms
“national  account marketing” (NAM) (Stevenson and Page 1979; Stevenson 1980,
1981) and “drategic account management” (SAM) (Storbacka et a.1999) have dso
been used in the literature meaning about the same as KAM. According to Ojasao
(2001b, p. 201), “KAM refers to the sdlling company's activities including identifying
and andyzing their key accounts, and sdecting suitable drategies and  developing
operdiond leve capabilities to build, grow, and mantan profitable and long-laging
relationships with them.” Drawing on the operationd leve capabilities of KAM
(Ojasdo 2001b), the following areas can be emphasized in developing and applying



operational levd methods for managing the actors of a Key Network: products and
sarvices, organizationa structure, information exchange, and individuals.

In improving the quality of products/services, the focus is on product and service
performance, economic competitiveness, measures improvement, reduction of the costs
of poor qudity, and performance of macroprocesses in the organization (Juran 1992).
The chalenge here is that the expectations of actors towards the products and services
often change over time (Ojasdo 2001c). Joint R&D projects are typica between
different actors in indudrid and high-tech networks. According to Campbel and
Cooper (1999), new products developed in a partnership are not automaticaly more
successful than those developed in-house. However, the R&D project may bring other
kinds of long-term benefits, such as access to the other actor's organization and
learning. In generd, underganding both short- and long-term benefits of co-operation is
extremdy important in reationship management (Ojasdlo  2000b). Developing
capabilities for providing services in the Key Network is extremely important, because
even when the core product is a tangible good, it is often the related services tha
differentiate the totd offering from competitors offerings and provide a competitive
advantage (Gronroos 1990).

The organizational ability to meet the Key Network's needs can be developed, for
example, by adjusting the organizationd dructure to correspond to other actors globa
and loca needs (cf. McDonald et al. 1997) and by increasing the number d interfaces
to different actors (Araujo et al. 1999) and, thus, dso the number of interacting people.
Organizationd capabilities can dso be deveoped by organizing teams, congsting of
people with the necessary competencies and authority, to take care of different actors
and problems (McDondd et al. 1997; Fiesser and Esser 1998; Helfert and Vith 1999,
Moller and Rgjaa 1999).

Information exchange between actors is particularly important for successful KNM.
Information exchange is important, for example, for the increase of competencies and
expertise of actors in reationships and networks (Ojasdo 2001d). According to Walter
(1999), an important relaionship-specific task is to search, filter, judge, and <ore
information about the organizations, drategies, gods, potentids, and problems of the
partners. Information exchange depends, to a large extent, on the mutud trust and
atitudes of the parties, and on the technicd arangements. Trugt is something that has to
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be earned over time by performance, whereas the technical sde can be developed, for
example, with IT. Agpects of interpersona communication are important in attempting
to understand issues such as long-term bonding, various forms of adaptations, and the
devdopment of trus and mutudity in interorganizationd relationships and networks
(Olkkonen, Tikkanen, and Algoutsijarvi 2000).

Grant (1990) and Rosenbrdijer (1998) andyze relationships and networks and address
the importance of human capabilities. A company’s capabilities related to individuas
can be developed by sdecting the right people to manage relationships and joint-teams
between actors, and by developing the skills of these people. It is dso important that the
key people have sufficient authority to take care of their responghilities. The
respongbilities of these people are often complex and varied, and, therefore, require a
large number of skills and qudifications which should be taken into account in ther
selection and development (McDondd et al. 1996; Gruner et al. 1997).

MANAGERIAL IMPLICATION: A FRAMEWORK FOR KEY NETWORK
MANAGEMENT PRACTICES

This paper suggested an approach for systematic KNM. It includes four basic dements
(1) Scanning and andyzing an Opportunity Network (what?); (2) ldentifying a
manageeble Key Network (who?); (3) Strategies for managing the actors of a Key
Network (how?); and (4) Developing and applying operationa level methods for
managing the actors of a Key Network (how?).
Concrete methods required for redlizing KNM are dways case-specific. However, based
on the above discusson the following practices can be suggested for each basic eement
of KNM (Figure 4).
When scanning and andyzing an opportunity network, it is important to consder both
how the exigting vaue could be created by new methods and how a new kind of vaue
could be created. This may happen by gathering information from exising and potentia
customers, suppliers, competitors, experts, industry forecasts, exhibitions, conferences,
trade asociations, scientific  reports, annua  reports,  newspapers,  professional
magazines, trademark regigtrations, patents, www, etc. Qudlitative data may be obtained
in persond interviews and focus groups. Quantitetive data may be obtained by surveys.
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Key Network Management elements

Key Network Management practices

What? Scanning and analyzing an
opportunity network

- What kind of new value could be created? How?

- How could the existing value be created by new methods?

- Which new methods increase revenues or decrease costs?

- Gather and analyze information from existing and potential
customers, suppliers, competitors, experts, industry forecasts,
exhibitions, conferences, trade associations, scientific reports, annual
reports, newspapers, professional magazines, trademark
registrations, patents, and www.

- What is the identified opportunity to be realized with a Key Network?
- What is the goal of the Key Network?

Who? Identifying a manageable Key
Network

- Think value networks instead of value chains.
- Which actors (organizations, individuals) could be members of a Key
Network?

a) Does the actor provide relevant capabilities to contribute to

achieving the goals of Key Network?

b) Can we control the relevant capabilities (not all) of the actor?
- Are the capabilities brought by an actor into the Key Network difficult
for the competitors to replicate?
- Do the capabilities brought by an actor complement other
capabilities so that synergy develops helping the Key Network to
reach its goals quickly, efficiently, and effectively?
- Consider the line-up of Key Network often enough because market
needs and the capabilities of actors change over time.

Selecting strategies for managing
the actors of a Key Network

How?

- To what extent should one's own resources and the resources of
other actors’ of the Key Network be mobilized?

- Determine to what extent an actor is capable of contributing to the
goals of the Key Network and to what extent the Key Network is
capable of contributing to the goals of the actor, and choose a
strategy for managing the actor: Grow/Invest, Develop/Selectively
invest, Maintain/Manage for earning, or Abandon/Manage for cash.

- Prioritize the actors of the Key Network by using prioritization criteria
such as positive cash flow generation, information, reference value,
security, new competences, and new business opportunities.

Developing and applying
operational level methods for
managing the actors of a Key
Network

- In product and services development, how could product and
service performance, economic competitiveness, measures
improvement, reduction of the costs of poor quality, and performance
of macroprocesses in the organization be improved?

- In organizational development, how could the organizational
structure be adjusted to correspond to the global and local needs of
the other actors in the Key Network? How could such teams be
established which consist of people with the necessary competencies
and authority to take care of different actors and problems? What
qualifications should a Key Network Manager have and how could
they be developed?

- To develop information exchange, search, filter, judge, and store
information about the organizations, strategies, goals, potentials, and
problems of the partners. Develop also interpersonal communication
skills.

- To develop human capabilities, focus on selecting the right people to
manage relationships and joint-teams between actors, and develop
the skills of these people.

Figure4 A framework for Key Network Management practices
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To identify a managesble Key Network, it is important to think vaue networks instead
of vaue chans. Members sdected to a Key Network should &) provide relevant
capabilities to contribute towards achieving the goas of the Key Network and b) some
necessary cgpabilities (not dl) of an actor should be controllable by the foca company.

When sdecting drategies for managing the actors of a Key Network, it is important to
decide the extent to which one's own resources and the resources of the other actors of
the Key Network should be mobilized. Also, it is rdevant to determine to what extent
an actor is cgpable of contributing to the gods of the Key Network and to what extent
the Key Network is cgpable of contributing to the goas of the actor, and based on this
to choose adrategy for managingtheactor.  The drategy may be  Grow/Inves,
Deveop/Sdectivedly invet, Mantan/Manage for eaning, or Abandon/Manage for
cash. Furthermore, it is relevant to prioritize the actors of the Key Network by using
prioritizetion criteria such as podtive cash flow generdion, information, reference
vaue, security, new competences, and new business opportunities.

Developing and applying the operationad level for managing Key Networks often
requires highly case-specific practices. However, it is important to focus on at least the
following areas. products and services, organizationd Structure, information exchange,
and individuds.

CONCLUSIONS

This aticle introduced KNM that is a systematic approach for managing busness
networks. Earlier business network literature has mostly concentrated on describing the
nature of networks. The contribution of the KNM gpproach is in its smplicity and
practicality. The KNM approach is not only focused on using networks to fulfill
exiding needs, but adso on discovering new opportunities and establishing and
managing networks for redizing these opportunities As a managerid implicaion, this
article suggested a framework for KNM practices.

Findly, the following directions for further research can be suggested. Firdly,
opportunity management is an important pat of KNM, and should clearly be further
examined and developed. Secondly, the role and nature of network management may be
somewhat different in large and smdl companies. Indeed, it would be fruitful to address
this issue in further research. Thirdly, more knowledge is needed of which dements and
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tasks of network management can effectivdy and reliably be computerized and which
aways require human control. Fourthly, snce information and knowledge is one of the
most important resources in the new economy, it would be rdevant to examine the role
of knowledge management in networks. Fifthly, some Key Networks have a long-term
nature and others a short-term nature, and obvioudy this affects their management. This
issue clearly requires further research.
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