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ABSTRACT

The objective of this paper is to discuss the notion of identity and identification on a
network level of analysis. The paper distinguishes between organisational and network
levels of identity and suggests that managers face different challenges depending on
how they perceive their networks. Managers in networks with an identifiable hub or
center may find it feasible to create an explicit network identity. Contrary to networks
where neither pre-existing firms act as network hubs, nor where new administrative
entities are established, the industrial network approach portrays networks without
clear boundaries and commonly without hubs. Under such circumstances, the task is to
increase one's own and others network awareness by considering boundaries and
thereby facilitating network identification. We describe this task as one of creating and
perceiving ‘imaginary network boundaries'.

INTRODUCTION

This paper attempts to eaborate on the identity concept on a network level of andyss.
Focusng on identity implies inquiring into the nature of the entity in focus. Previous
ressarch has regarded identity on the individud leve (Lindgren and Wailin 2001;
Alvesson 2001), and the organisationa level (Albert and Whetten 1985; Rindova and
Fombrun 1998; Pratt and Foreman 2000). Less work has been conducted on the network
level of andyss. Human and Provan (2000) argue that if networks are unique
organisationd forms, they ae likdy to have legitimacy building concerns that ae
diginct from those of individud organisations. Smilarly, in this paper we ask whether
identity concerns on anetwork level of andyds differ from the organisationd level.

From different research traditions, it has recently been claimed that networks of various
kinds are not only widespread in today’s economy, but dso that they have a significant
impact on individud firm effectiveness as well as entire economies (Hansson and
Snehota 1995; Powell et a 1996; Peteraf and Shanley 1997; Dyer and Singh 1998,



Mdller and Hdinen 1999; Gulati e d 2000). It is agued tha individud firm
effectiveness is enhanced by its ability to learn and innovate in networks. For instance,
firms occupying centrd network pogtions with multiple network ties have superior
access to information (Gulati 1995). Smilarly, the extert to which learning takes place
is related to the existence of connections between participants in a network ((H&ansson
et a 1999). A vaiety of reationships may help firms to reach more radicad forms of
learning (H&ansson and Johansson 2001). Indeed, some authors even suggest that the
locus of innovaion is the network, not the individud firm (Powell ¢ ad 1996; Dyer and
Singh 1998).
Likewise, previous research on identity indicates that the concept of identity has an
impact on firm behavior and its abilities to learn and develop. Consequently, linking the
identity question to a network level of andyds is arguably important dnce; (i) identity
and identification are root condructs in organisationa theory (Albert et d 2000); (ii)
networks are currently pervadve organisaiond phenomena; and (iii) in order to
understand and benefit from networks, we need to understand their nature. Research on
network identities would arguably provide additiond ingghtsin this area.
However, as pointed out by Nohria and Eccles (1992), and further illustrated by
Grandori and Soda (1995) and Araujo and Easton (1996), the term network is widely
used and can be perceived from a number of perspectives.
In this study two different kinds of network are discussed — one basc type is coined
governed networks, the other non-governed networks. The former type is represented by
work linked to strategic and multilateral networks, wheress the latter corresponds to the
industrid  network approach. We use this dichotomy and regard the following identity
questions:

Wha diginguishes identity on an organisationd levd of andyds from the network

level? What are the implications of identity on anetwork level of andyss?
Previous ressarch has argued that contemporary organisations manage identities
(Brickson 2000; Pratt and Foreman, 2000). Implied is that multiple organisationd
identities can and should be managed, and managers play an important role in shaping
identification processes.
Hence, we ask

In what ways is a network identity a manageria concept?



This paper is dructured in the following way. Views on organisaiond identity are
discused fird. The following section presents organisationa identity in a network
context. Attention is given to the views on identity present in both governed and non
governed networks. Implications and conclusions follow.

ORGANISATIONAL IDENTITY

Work on organisationd identity has different origins. One stream has been developed
by socid scientits and management scholars to address beief sysems and vdue
orientations underlying organistional behavior (Rindova and Schulz 1998). Bdief
sysems and vaue orientations are closdy linked to an organisations culture. According
to Fiol (1991), and Fiol, Hatch and Golden-Biddle (1998), an organisations identity is
the aspect of culturdly embedded sense making that is sdf-focused. Culture provides
the sysem of rules tha defines a socid sysem. ldentity provides the contextud
understanding of those rules that govern peoples understanding of themsdves in
relation to the larger socia system. The difference is then one of perspective, not level
of andyss ldentity exists & numerous levels, and a each levd, it is defined in reation
to existing cultures,

Another root of organisationa identity is socid psychology, where identity research has
focused on the devdopment and mantenance of collective identities and thar
relationships to individud identities (Rindova and Fombrum 1998). The idea of an
organisationd identity gppears to share a number of traits with individud identities It
aopears as if members identities and organisationa identities are closdly linked (Scott
and Lane 2000). The rdationship between individuds and organisationd identities is
reciprocal. Organisationa identities can influence individud behavior, and individua
behavior can influence organisational identity (Pratt and Foreman 2000). People
identify with organisations when they percelve an overlgp between organisationd
atributes and their individua attributes (Dutton et a 1994).

Gioia (1998) describes how organisational identities are commonly seen as properties of
a collective. The definition of organisationd identity by Albert and Whetten (1985) has
had a strong impact on contemporary organisationd identity research.! Albert and
Whetten suggest that organisationd identity consgsts of those aitributes that members

! See“Identity in organizations ediited by Whetten and Goffrey (1998) and aspecid issuein Academy of
Management Review (2000) on organisationd identity.



fed ae fundamentd to (central) and uniquely descriptive of (distinctive) the
organisation and that perssts within the organisation over time (enduring).

Centrd, didinctive and enduring attributes may help to digtinguish a firm in the market.
According to Kogut and Zander (1996), a firm's boundary is digtinctive because
coordination, communication and learning are Stuated not only phydcdly in locdity,
but dso mentaly in an identity. Hence, identity & an organisationd leve is condituted
by tendons associated with the boundary between an organisation and its environment
(Rindova and Schulz 1998). Gioia (1998) expresses this as identity processes
concerning the maintenance of a balance between smilarity and difference.

According to Gioia (1998), it was supposedly clamed by Arigtotle that many different
identities exiged within one individud. This may explaned by more recent arguments
suggesting that an individud may have as many socid identities as he or she has group
memberships (Pratt and Foreman 2000). Smilarly, Albert and Whetten (1985) further
uggest that, over time, it is possble that an organisation will go from a single to
multiple identities This implies that severd different views about what is centrd,
diginctive and enduring about the organisation may evolve as time goes by. Prat and
Foreman (2000) suggest that multiple identities involve multiple conceptudisaions of
the organisation. Multiple identities need not be universdly held by organisationd
members. Identities may be common to some subgroups of the organisation, but not to
adl of them. Such a view is explaned by Fol's (1991) research, dressng that
organisationd members working in different pats of an organisation exhibit different
perceptions, make different attributions, and use different cognitive orientations.
Smilaly, Scott and Lane (2000) use a dsakeholder approach when presenting
organisationa identity as being embedded within different sysems of organisationd
membership and meaning.

It is implicit in the presentation above that the perception of organisationd identity as a
relatively sable and enduring feeture of an organisation is being questioned (Brown and
Starkey 2000). It may be changeable over the long-term (Albert and Whetten 1985) and
incrementaly adaptive (Dutton and Dukerich 1991). It dso appears as if an
organisation’s identity is manageridly feasble to work with. One managerid concern
proposed is the use of an optima number of identities depending on the number and
identities of powerful stakeholders (Pratt and Foreman 2000). Gioia and Thomas (1996)



find it reasonable to suggest that an organisation’s drategic discourse is an integrd part
of its identity and that drategic change implies identity change. Smilaly, when
managers recognise tha multiple identities have a dgnificant future drategic vaue, they
are likdy to mantain, nurture or preserve those identities (Albert and Whetthen 1995).
Dexpite the exigence of multiple and changing identities in an organisation, identity
antecedents such as goas, missons, practices, vaues and action dl hep in
differentiating on organisaion from other organisations in the eyes of managers and
stakeholders (Scott and Lane 2000).

A less transforming view of identity emerges from the work of Collins and Porras
(1996). They argue tha the core ideology of a firm is a consistent identity that
transcends product or market life cycles, technologica breakthroughs and management
fads. Their notion of a core ideology condsts of two parts - core vaues and core
purpose. Enduring success depend on core vaues and a core purpose that remain fixed,
while busness drategies and practises endlesdy adapt to a changing world. Hence, core
values have an intringc judtification that goes beyond the Srategy of afirm.

A core purpose is the organisation’s reason for being; it goes beyond gods and business
drategies. A core purpose does not change, but inspires change. Collins and Porras
(1996) argue that the god, interpreted here as a firm's identity, is to inspire and guide,
not to differentiate, Snce severd organisations can have the same core purpose
Consequently, a core ideology explains who you are and what you stand for. It may help
in deciding who is ingde the organisation and who is outsde.

Other outcomes or roles of organisationd identity, besdes differentiation or guidance,
concern its impact on action and performance. How one acts may depend more on who
one is, who others think one is, and who one aspires to be, rather than any objective
asessment of the opportunities and costs associated with a given direction (Albert
1998). Conseguently, an organisation's identity affects the drategic choices it makes
and the actions it takes (Rindova and Fombrun 1998). The identity question is regarded
as important since it helps to; (i) describe the essence of an organisation; (i) focus
management  atention on the mog dgnificant or important drategic  issues; (i)
influence which environmentd simuli are and are not noticed; (iv) is a mgor influence
on the resource dlocation process, and (v) can be very motivationd (Stimpert et d
1998).



Important outcomes of an organisationd identity are visble dso in the work of Kogut
and Zander (1996), who suggests that identity crestes powerful motivations for
cooperation. Moreover, the knowledge of the firm has an economic vaue over market
transactions when identity leads to sociad knowledge that supports coordination and
communication. Identity improves coordination, communication (by cregting a diaogue
by which informaion and solutions are discovered) and learning (since learning is
dtuated in an identity). However, a disadvantege is that an identity dso imposes
additiond codts of ruling out dternative ways to organise and exploit new avenues of

development.

ORGANISATIONAL IDENTITY IN NETWORKS
This section presents different types of networks, those characterised by some kind of
hub or network centre and networks without such entities. The former type of networks
is called governed network, and the latter non-governed network.
Governed networks
In the dtrategy literature, the notion of srategic networks has recently been emphasised.
This line of drategic research is a reaction to the view of aomigtic actors focused on
sdf-interet and  profit maximization agang one ancther in anonymous market
rdations. In various ways, drategic network actors are embedded in  networks
characterised by economic factors as well as socid dimensons. Redaionships may
include suppliers, customers and competitors (Gulati et d 2000).
Gulati et a (2000) suggest that drategic networks are composed of interorganisationd
ties thet are enduring and of drategic dgnificance for the firms entering them. Strategic
networks may provide benefits to individud firms such as access to information,
resources, markets and technologies. However, they may aso create lock-in effects by
preventing new relaionships from emerging. Networks can be dable, but are usudly
dynamic. Both endogenous and exogenous forces affect the network. Strategic networks
include drategic dliances, joint ventures, long-term buyer supplier relationships etc.
The labd drategic networks, thereby encompasses severd different research traditions
that have interorganisationd reationshipsin focus.
Previous research illugtrates the work of powerful lead firms (Lorenzoni and Ornéti
1988), expert head firms (Inzerdli 1990), and dStrategic hubs or centres (Lorenzoni and



Baden-Fuller 1995; Dyer and Nobeoka 2000) that, to various degrees, perform planning
and coordination within ‘their networks. As suggested by Human and Provan (2000),
these firms are often large pre-exising organisations, a centrd buyer or supplier, that
acts as the focal point and has the man responsbility for managing the network. For
ingance, Lorenzoni and Baden-Fuller (1995) describe how firms acting as drategic
centres tend to view their roles as one of leading and orchedrating sysems. Their
characteridtics resde in their ability to perceive the full business idea and undersand the
role of different patners in many different locations. Strategic centres invest in the
development of brand name, in systems that integrate the network, and in developing a
sense of trust and reciprocity in the sysem. Smilarly, Dyer and Nobeoka's (2000) work
on Toyota's network portrays a sysem where the core firm (Toyotad) has created a
network where members strongly identify with the ‘core firm'/network and where there
are clear rules for participating in the network’s knowledge sharing activities. It is, so to
speak, ‘ Toyota s network’.

Strategic networks are described as being managesble with particular emphasis on the
hub or centres of these networks. Managing the network involves using appropriate
governance mechanisms, deveoping interfirm  knowledge sharing routines, making
gopropricte relaionship-gpecific investments, and initiating necessary changes to the
partnership as it evolves while managing partners expectations (Dyer and Singh 1998).
Kae-Sing and Perlmutter (2000) refer to thisideaas afirm’s dliance capability.

Human and Provan (2000) focus on multilaterd networks when arguing that while not
al network firms need to interact with one another to succeed, there must be a sense of
collective “networkness’ by which members see themsdaves as pat of the network and
are committed to network goals. Contrary to drategic networks, where pre-exiding
firms commonly take on the role as the network hub, the establishment of a new digtinct
adminidrative entity is a key dructurd feature of many multilateral networks. Human
and Provan (2000) argue that the roles of these hubs are to build the network, coordinate
and manage its activities, but the centres are commonly less powerful than the hubs of
strategic networks.

| dentity in governed networks

Gulati et a (2000) argue that network membership includes the identities of the foca
industry’s actors and other nodes. They thereby keep a focus on individud firm



identities within networks. Dyer and Nobeoka (2000) change this focus in their study of
knowledge sharing in Toyotas drategic network. Their focus is on how the Toyota
network is desgned to faclitate the sharing of tacit know-how. By building on Kogut
and Zander's (1996) work on firm level identity, Dyer and Nobeoka suggest that the
same logic is equdly applicable to the network leve of andysds. In other words,
creating an identity for a collective, be that a firm or a network, means that member’'s
fed a shared sense of purpose with the collective. The identity of a firm is defined by its
organisational boundary which dictates who are (and who are not) members of the
organisation. Shared gods and vdues fadilitate this demarcation, and by patterns of
interaction among individuds, gives rise to a common language and a common
framework for action (MacDuffie and Helper 1997). The same logic is used by Dyer
and Nobeoka on the network level.

Dyer and Nobeoka (2000) present a number of compeling arguments in favour of a
network identity. Issues such as open knowledge sharing without spillover effects and
free rider problems are mitigated by a properly developed network identity. Basicdly, if
a network can create a strong identity and coordinating rules, it will be superior to the
firm as an organisational form a cregting and recombining knowledge, due to the
diversity of knowledge that resdesin a network.

To overcome knowledge sharing dilemmas, Toyota has heavily subsdised the network
with knowledge and resources during early stage of formation to ensure that suppliers
redise substantid benefits from participation. Suppliers become motivated because they
learn quickly that participating in collective learning processes is vadly superior to
trying to isolate their proprietary knowledge. Toyota has dso introduced a number of
network level knowledge sharing processes that have helped to create a strong identity
for the network. In order to address the free rider problem, Toyota has established
network rulesnorms that prevent suppliers from accessng Toyotas knowledge unless
they agree to openly share knowledge with other network members.

In summary, the identity in the Toyota network is created by four key processes,; (1) a
supplier asociation (a network level forum for creating a shared socid community); (2)
Toyotds operations management conaulting divison (a network leve unit giving
accountability for knowledge processs); (3) voluntary smal group learning teams (a

sub-network  forum for knowledge shaing), and (4) interfirm employee tranders.



Toyota has managed to create a network where members srongly identify with the
‘core firm'/network and where there are clear rules for participating in the network’s
knowledge sharing activities.

In the multilatera networks described by Human and Provan (2000), an important part
of the hub's work refers to legitimisation of the network. Legitimacy is defined as “a
generalized perception that the actions, activities, and structure of a network are
desirable and appropriate’ (p. 328). The hub needs to legitimize three aspects, the
network organisation form; the network as an entity; and findly network interaction
(i.e. redisng tha cooperation is the norm throughout a network containing a reatively
lage number of individud firms). Human and Provan dress the importance of
developing a recognissble identity that will dlow both members and outsders to
perceive the network as a legitimate ertity. In establishing such a network identity, they
suggest that the leed firm' s role is particularly important.

Non-gover ned networks

The indudrid network tradition has its roots in industriad marketing and purchasing.
The focus on networks has developed from an initid focus on interactions between
economic actors. These interactions were found to be more long term and less atomigtic
than commonly portrayed in economic theories. A basc assumption in indudrid
networks is that actors are connected (Anderson et. a 1994). In this respect, socid
exchange theory is a fundamenta source of inspiration for industria network scholars
(Cook and Emerson 1984).

The view of neiworks given by indudrid neiwork scholars is different from the
drategic and multilaterd networks in saverd dimendons. Badcdly, the indudrid
network approach does not describe any particular type of network as much as it
provides an dternative view of ‘redity’ (Easton 1992). The essence of this view is, in
line with Piore (1992), that networks are a natura form of organisation.

The indugtria network approach describes a more fuzzy view of networks (Johanson
and Mattsson 1992). The actors in a network may view the network, its extengvity and
the nature of its exchange rdationships in quite different ways and dso differently from
the description that might be provided by an outsde andyst who is not an actor. Hence,
a specid characteridtic is the network’s indeterminateness. The set of actor bonds is not
given, snce there is no overarching purpose governing the network, but relationships



are edablished for various purposes. The network does not have a natura centre, no
clear borders, and is dynamic over time (H&ansson and Snehota 1995). Consequently,
there is usudly no core firm to identify with.

On a haoligic network leve, the exisence of links, ties and bonds hdps to distinguish
among three different network sructures. Industrid networks can be andysed ether in
terms of ther activity structures, resource structures or actor structures. These structures
are interdependent. Conducting activities requires resources, actors control these
resources and undertake the activities (H&ansson and Snehota 1995; Gadde Hansson
2001).

| dentity in non-gover ned networks

Researchers from the industrial network tradition sress individual firm identities within
networks. The industrial network terminology related to identity issues (H&ansson and
Snehota 1989; Johanson and Mattsson 1992; Anderson et d 1994) includes a set of
concepts. Usudly, the diginction between a firm and its environment ams to capture
the conjecture thet there is a clear dividing line separating a firm from everything thet is
not-the-firm (Snehota 1990). Such a clear-cut didtinction is not advocated in this
research tradition. Instead, it is argued that a network horizon denotes how extended an
actor's view of the network is. The network horizon of an actor changes over time as a
consequence of doing busness. It dso implies that any network boundary is arbitrary
and depends on perspective. The part of the horizon that the actor considers relevant is
the actor's network context (H&ansson and Snehota 1989). The contexts are partialy
shared by the network actors, a least by those close to each other. Shared network
per ceptions are perceptions about the network held by more than two firms.

The notion of a network identity captures the distinct identity that a firm obtains in its
relationships to other actors. Gadde and H&ansson (2001) argue that the identity of a
firm is determined by its pogtion in the structure of actors, resources and activities in
the network. Strategic network identity captures the overdl perception of a firm's
atractiveness  (or repulsveness) as an exchange patner to other firms within its
network. Consequently, it is within the raher ambiguous, fluid and complex
configurations of firms that individud actors develop network identities (Hdansson
and Johanson 1988).
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Network identity is a perception, wherefore it is crucid to specify the vantage point of
the perceiver. Since the identity of a firm lies in the “eyes of the beholder”, there will
never be a common agreement on the identity of an actor. The percelved identity of a
company therefore depends on actud conditions in the network, such as structures and
changes of various kinds. The interaction behaviour of ether of the parties depends dso
on other reaionships in which they are involved, i.e. on the whole st of different roles,
or identities tha a company assumes in its vaious reationships. The rdationship
acquires and congtructs some kind of joint, or collective identity of which the parties are
an integra pat and tha becomes a phenomenon with a life of its own - if not whally
independent of its components, a least with adistinct identity.

The identity of a company has a profound impact on its opportunities to act in the
network (H&ansson and Snehota 1995). It is of outmost importance to any company to
develop a favourable identity in relation to other actors crucia to its future. Otherwise,
it will be imposshle to generate the resources and capabilities that are needed.
H&ansson and Snehota argue tha commitment, identity and trust are processes that
condrain and & the same time enable the behaviour of the actors in relation to each
other (actor bonds level). To be committed, to have a certain identity, to be trusted,
means tha an actor has to comply with some specific rules. Moreover, the process of
shagping identities in relaionships is cdose to that of learning. What and how a party
learns about the interdependencies affects very much how it perceives the identity of the
counterpart. Consequently, a company’s role in a network is patly a question of its
drategic identity. In a network, the drategic identity of a firm contributes to its
posshilities of becoming involved in vaious contexts. The draegic identity must
therefore be cultivated in order to support the am of the firm. This cultivation primarily
takes place in the operations of the company, in its interfirm reaions and the indudtrid
activitiesit participatesin (H&ansson & Johanson 1988).

Despite the vagueness of networks, there gppears to be at least some managerid
discretion a hand. Gadde and Hansson (2001) emphasise that it is important to think
and plan in network terms. This implies thinking in terms of activity paterns and
resource conddlations and how sngle activities and single resources can be developed
within a larger network dructure. The man issue in network thinking is that ‘others
need to beincluded. Also timeis centrd, since network thinking goes beyond structures
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by incduding higory and expectations in vaious rdatonships. The importance of
including others and of time indicates that there is no natura network boundary, and
that such a boundary is created. In this paper, it is suggested that this is an essentid
managerid task in any networks.

Strategic actions are usudly characterised as efforts by actors to influence ther
relaionships with their environment. In the indudrid network approach, this generd
notion is trandated to mean that srategic actions are efforts by actors to influence ther
pogtions in networks. Strategic actions may am to influence actor perceived mediated
connections between relaionships, such as whether and to what extent actors view
rdaionships as complementary or competing. This is a matter of influencing ther
network theories. A network theory contains knowledge and vaues by actors in a
network (Johanson and Mattsson 1992). Actions may am a influencing the network
theories of a specific actor or a specific set of actors in the network. It may aso am a
influencing or cregting a dominant network theory in a network. This may imply an
attempt to make the network theories of different actors in the network more consstent.
However, it is dressed that such endeavours are redtricted in certain ways and this
influences the level of managerid discretion in an indudrid network. A particular actor
can affect what is going on. However, these actions must be adjusted with what is
aopropriate for other actors. If an actor is too much of a manager, the network will
develop into a hierarchy. If an actor refrans from managing at dl, the network will be
like amarket for this particular actor (Gadde and H&ansson 2001).

Table 1 condudes the previous review by usng four dimensons when discussng
amilarities and contrasts between the different levds of anadyds. The dimendons ae
leve of andyss multiplicity, transformation over time, identity role and manageshility.
Although different opinions do exist, it gopears as if the identity congruct is
Characterised by multiplicity, transformation, managesbility and differentiation. In other
words, an organisation has severa identities that trandforms over time. This process can
be managed and the identity of an organisation helps it to differentiate itself from other

organisations.
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Table 1 Organisational and network dimensions of identity

Unit
I dentity issue

Level of analysis

Multiplicity

Transformation over
time

Role

Manageability

Organisation

Organisation

A number of identities
may coexist

Identity transforms
over time

Facilitates
coordination and
communication.
Differentiatesthe
firm, influencesits
actions and decisions.

Managers may
integrate, delete,
aggregate and
compartmentalise
identities.

Governed network
hub-powered

Governed network
participant-powered

Organisation in the
network & the
network

Individual firms have
their own identities,
and identify with the
core hub.

Organisational
identities of members
may transform when
the hub intends to
transform the
network.

Facilitates
coordination and
communication.
Differentiates the
network from other
networks

Managed by the hub
that sendssignalsto
network members as
to what actions,
activities and
structures are
appropriate.

Individual firmsjoin
in ashared sense of
“networkness’.

Transformation
administrated by hub
but originates from
network members
intentions.

Same as hub-
powered &
legitimacy building
concerns

Managed by the hub
that receives signals
from network
members as to what
actions, activities and
structures are
appropriate.

Non-gover ned
network

Organisation in
networks &
relationship

Multiple since the
identity of afirm lies
in the eyes of the
beholder. A firm may
assume different
identitiesin different
relationships
Transformational as
the firm engagesin
various relationships
in the network

Affect firms
opportunity to act
(enable and restrain).

Restricted
possihilities, but the
strategic identity must
be cultivated in order
to support the aim of
the firm. Thisis done
in the operations of
the company, in its
interfirm relations and
the industrial activities
it takes part in.

It is notable that few authors explicitly work with the identity concept on a network
levd of andyss. Exceptions are Dyer and Nobeoka (2000) and Human and Provan
(2000).2 However, these authors appear to make little difference between organisationa
identity and network identity.
Non-governed networks face particular chalenges regarding identity on a network leve

of andyss

Individud

organisations and governed

networks share common

characterigtics. they have clear(er) boundaries and more defined goas than a non

governed network. The indeterminateness of these networks may prevent them from

2 Notethat theidea of a network identity is not mentioned explicitly by the authors Human and Provan
refer to (eg. Gioia 1998).

13



including a network levd of identity. Indeed, the idea contrasts with severd key
assumptions within the industria network tradition.

We will address these issues by firs congdering why it would be judtified to seek a
network leve of identity for more firms than those participating in various types of
governed or formdised networks. Our argument includes three issues, but is not
intended to be exhaudive. The issues ae efficiency, legitimacy and perceptions of

competition and cooperation.

BOUNDARY CONCERNS

In order to understand and possibly measure a construct, there appears to be a need for a
boundary (Torvatn 1996). The view of a networked world given by industrid network
scholars, creates a challenge as to delineate whatever is to be studied. The problem is
rea, snce network boundaries are aways arbitrary, based on perceptions and
continuoudy changing. If one accepts Gioids (1998) dtandpoint that identity process
ae dl aout mantaning a baance between smilaity and difference — the question
remans Smilaity and difference between what? Is it possble to identify with
something, if that something does not have an ‘identity of its own’?

Gadde and H&ansson's (2001) focus on efficiency is illustrative in this respect. First of
al, the authors acknowledge that one particular feature of industrid networks is that it
impossble to identify different entities that need to be consdered in terms of efficiency.
Entities that can be regarded are the single transaction, a series of transactions with a
specific organisation (i.e. a redionship) and dl transactions that, say, a buying firm
conducts with its total supply base (i.e that paticular firm's network). The view of
efficient behavior depends an which of these boundaries are used, where it is possible to
focus on efficiency in dngle transactions, in a series of transactions with a gpecific
partner, or on network level of analyss. Trade-offs will exist between what would be
best for a discrete transaction, for a particular relationship, and the entire network.

According to Gadde and H&kansson (2001), the network’s efficiency will not be
optimized even if each dngle transaction is carried out in an optimad way, and too
drong a reaionships may lead to sub-optimization on an network level of andyss. The
complexity is gpparent, Snce every actor will have to consder dl these efficiency levels
when behaving as network actors. The point here is tha if any transaction can be
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changed and adapted in order to increase the network’s efficiency (something Gadde
and H&ansson suggest can be done), we must know something about which boundaries
to use.

Another boundary issue associated with identity concerns legitimacy. It was previoudy
suggested that hubs managing multilaterd networks need to condder and develop an
identity for the benefit of both internd and externd legitimacy of the network (Humaen
and Provan 2000). Cresting and perceiving boundaries and hence focusing on identity
IS, we argue, mportant for legitimacy concerns not only on a network leve of andyss,
but aso for managers thinking in network dimensions.

Ghoshd et d (1999) describe a paradox in that people smultaneoudy look at firms for
community, identity and economic wel being, while the managers of the same firms
come lowes of the low when ranking professonds by ethicd sandards (below
politicians and journdigts, which is another troublesome matter). The problem s,
according to the authors, not that large corporations or management are inherently
harmful and evil. The explanation is, they suggedt, that managers are trapped in 'old
and pessmidtic theories about human nature, i.e. our theoreticd assumptions undermine
managerid work. What is needed is a new "mord” contract between the firm and its
various dakeholders. This contract is based on employability and vaue credtion in a
relationship of shared dedtiny, where managers take on the role of establishing a sense
of purpose within the company.

The ability to draw and act upon different boundaries has implications dso for how we
view cooperation and compstition in a networked economy. The task has traditiondly
been percelved as to keep vaue for yoursdf, and srategy is about winning (Grant, p. 3,
1998) and about postioning to grab as much as you can. Ghoshal et a (1999) goes as
far as suggedting that the dedtruction of socid welfare is not just a coincidenta by-
product of drategy; it is a fundamenta objective, since it is a managerid task to prevent
free competition. The wedl known five forces of competition model by Porter (1980)
directs firms to drive for independence and power over buyers and suppliers, parties
that actualy represent threets to the success of any foca firm.

Winning in the traditiond zero sum busness rdaionship implies that someone dse will
lose. Competition thereby becomes the drategic focus in and between conflicting and
rivaing rdationships. However, when interdependence and co-evolution preval, the
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competitive aspect of strategy becomes less important. According to Ford et d (p. 107,
1998), ‘“The scope of strategy shifts from that of pursuing a victory over others to
somehow making it together with customers and suppliers, distributors and
development partners’. A consequence of more recent developments within the strategy
fidd is that a the core of drategy is the ability to build and maintain rdationships. How
a firm handles its reaionships with others is in itsdf a core task (Lavendahl and
Revang 1998).

Boundaries appear to be important in several ways. Here we have briefly described the
impact of boundaries on different levels of efficiency, how networks as wdl as the
managers acting in such structures may build legitimacy, and how boundaries may give
different views of competition and cooperation. We believe these issues further judtify

work on network identification. How such work may be gpproached is discussed next.

CREATING AND PERCEIVING BOUNDARIES
MANAGING IN IMAGINERY NETWORKS

There is no gened agreement as to what identity on an organisationd leve is
However, it gopears to be generdly accepted that organisationd identity is the theory
that members of an organisation have about who they are (Stimpert et d 1998). This
may be captured by what members fed are fundamentd to (central) and uniqudy
decriptive of (distinctive) the organisation and what persss within the organisation
over time (enduring). In an organisgion, management normdly takes on the
reponshbility of edablishing a sense of pupose. In governed networks, this task is
performed by a pre-exiging powerful organisation or an administrative hub created by
the members. However, in non-governed networks, there are no centres; the networks
are not enduring and there are nothing centra about them.

Even if an actor decided that it would try to create a boundary, it is quite likely that
other actors would be unable of seeing the same boundary. Despite the chdlenges
involved, we believe, in accordance with Fiol (1991), that to understand and manage
evolution requires a focus on the identities that link peopl€'s underganding of ther
behaviors to a broader sysem of meaning. To ded with this it is important to
acknowledge, as dready done in indudtrial network reasoning, the necessty of thinking
in network terms. Indugtrid network scholars acknowledge that a frequent Stuation is
an underestimation of interconnectedness as managers often try to manage relationships
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in isolaion (Ritter 2000). Much managerid analyss and decison-making is and should
be concerned with trying to understand how a company dynamicaly relates to its
dynamic network context — its changing intefaces with both immediale and more
distant counterparts (H&ansson and Ford 2002, p.134). Managing business strategy can
be perceived as a matter of managing a firm's network horizon, that is, by managing the
awareness of the network in which a firm is embedded and the important changes
consdered and carried out therein (Holmen and Pedersen 2001). The notions of shared
network perceptions and the task of influencing other actors network theories illustrates
efforts amed a dealing with boundary issues and are therefore steps towards network
identification.

A key draegic issue for many firms irrepective of their membership in governed
networks or not, is to question and develop boundaries on different levels. Reationships
are concrete and ‘red’, but the boundaries of a nongoverned network need to be
created.

Gadde and H&ansson (2001) suggest that moving boundaries is about incduding
resources and activities that have previoudy been perceived as being ‘outsde the
network, or through exploring new ways of combining separate sections of the network.
This suggests that, dthough no naturd boundary exists, such demarcations may be
created for different purposes, and once that has been done, it becomes more feasible to
condgder the question of identity. Identification processes become feasble within the
boundary that has been defined. Such an endeavour would have implications for
individua firm and network efficiency.

Inadequate attention to boundaries and hence redtricted understanding of how different
identity levels coexis and depend on each other dso affect legitimacy concerns.
Whereas Ghoshd et a (1999) frame their reasoning around the idea of an organisationd
economy, we beieve the basc ideas are equdly applicable and take on even more
dggnificance in a networked economy. Future managers may find it utterly important to
redam managerid legitimacy, and a Sarting point may be increased dtention given to
boundary issues and hence identity questions. It may be important to go from an
organisationd identity to network identification in order to undersand the idea of a
shared dedtiny.
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In so doing we are not suggesting a nal ve view of business rdaionships as being
inherently cooperdtive or that competition is inherently bad. The implicit idea that being
‘nicé can be a solution to the drategy development problems of a firm is present when
the ‘goodness of relationships become too emphasised (Ford et d 1998). However, an
ability to occasondly see ‘a bigger picture would have the potentid of increasing
managerid legitimacy, and sorting out where, when and how dirategy is about winning.

Pratt and Foreman (2000b) suggest a didtinction between identity clamants and identity
targets (i.e what the identity is describing). In an organisation, they suggest that top
management commonly cdams the identity of the organisation and that different targets
may be employees, suppliers or customers. If we condder governed networks, the
identity is clamed by the core firm (eg. Toyota) and targeted towards the network’s
members. Another scenario in a governed network is that the hub dams the identity,
but only indirectly so, since this has been done more in cooperation with the members.
They are both clamants and targets, or creators and perceivers as we prefer to labd it,
of identity. In the more formdised drategic and multilateral networks, it is more
apparent who are and who are not members. However, in a non-governed network, there
isno onethat is naturaly respongble for creating the identity and no obvious percelver.

However, boundaries may be delineated according to any of the three dimensons of
industrid networks, i.e. actors, resources and activities, in order to establish a sense of
imaginary network boundary. The indeterminateness of these networks suggest that the
am should not be shared undergtandings if these boundaries, but mutud (Peteraf and
Shanley 1997). Hence, we emphasise mutuad underdandings among members rather
than shared undergandings that underlie organisationd identity, as well as the more
formaised drategic and multilateral networks. Our argument is that network actors need
not perceive their networks (its boundaries) in exactly the same way, nor do these actors
need to mirror each other's characteristics The term mutua implies that the actors,
through history, discourse and interactions, have come to understand the boundaries of
their most important counterparts. Since many firms are unaware of their own network
boundaries, this suggestion is by no means effortless We bdieve it is worthwhile
conddering the possble benefits of improved network awareness. In this respect, it
sounds more plausble to tak about network identification rather than network identity.

Network identification gives the impresson of a continuous process where actors
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samultaneoudy creste and percelve identities depending on the boundaries that are
drawn and the meanings that are understood.

Previous ressarch identifies a cdose reaionship between individua and organisationd
identity. We beieve there is an important link aso between organisationa identity and
the network leved. In this respect, we agree that an identity can change over the long-
teem (Albert and Whetten 1985) and that it is incrementdly adeptive (Dutton and
Dukerich 1991). However, we question the recent emphasis on multiple identities that
change over time and the close link between drategic change and the transformation of
identity that dradticaly reduces the demands of a least the digtinctive and enduring
dimensons of organisationd identity.

Our scepticism has its roots in the integrity of the individud and the organisation, as
wel as the necessty for cresting and maintaning legitimacy. These issues appear to
contrast with recent arguments suggesting that managers seek to restructure identities,
ddete them if not suitable, aggregate them if necessary, and integrate them if
appropriate (Pratt and Foreman 2000). If the identity does not fit the strategy today, then
change the identity. In addition, each relaionship may require a unique identity.

For reasons that concern both integrity and legitimacy, it is a managerid task to
maintan a ‘coré that is less fluid than currently percaived. In line with Callins and
Porras (1996), we propose a view of organisationa identity that transcends product or
market life cycles, technologica breskthroughs and management fads. The identity of
an organisation goes beyond gods and busness draegies. If the notion of an identity is
to explain who you are and what you stand for, it cannot change whenever there appears
to be a short-term reason to do s0. This is not to say that an identity is immune from
externa impact and that it cannot change. Both identities and strategies may emerge and
develop from the activities individuas and organisations engage in.

Our suggedtion is that it is essentid to have an organisational identity that engbles a firm
to work in different relaionships and play different roles. But that is not the same as
saying that the firm should have as many identities as redionships or roles What is
needed is an organisationd identity that can assist in network identification.
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CONCLUSION

Few sudies have explicitly focused on identity and identification on a network level of
andyds. This is patly explaned by the fact that popular theories such as transaction
cost economics has contributed to give an identity to the discrete transaction involving
sdf centred and opportunigic actors. The emerging reatiiond view in drategy provides
a boundary to the relationship and may therefore increase understanding of how identity
may go from an organisstiond level to tha of the rdationship between firms. A
network approach would provide additiond ingghts to the network level of andyss.
This peper identifies a number of implications following on network identification.
Thee include the messurement of efficdency, how legitimacy may be built both
internaly in governed networks and between dtakeholders ‘indde as well as ‘outsde
networks, and finaly on perceptions of both competition and cooperation.

Managing identity in governed networks is different due to the clearer boundaries that
exig, compared with non-governed networks. When there is no naturd center with more
or less power that controls and coordinates the network, we have described the
managerid chdlenge as one of creding and perceiving boundaries in imaginary
networks. It is a question of having an organisationa identity that can asss in network
identification.
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