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ABSTRACT

This study will investigate factors influencing learning and knowledge development in
regional strategic networks. A regional Swvedish network, Z-group, will be the subject of
investigation. The approach will center on the assessment of knowledge development by
studying changes in organizational routines. Some theoretical aspects of routines and
learning are presented here that will be used as a starting point for the study.

INTRODUCTION
In a world of congant change, learning and knowledge development will aways be a
necessary tool for firms to improve their odds for surviva. New developments cregte a
need for learning, and a the same time, learning is a driving force in deveopment
(H&ansson and Johanson 2001). While the availability of resources is often similar
among competing firms, what differs is the way these resources are combined and used.
Competitive advantage is dl about usng resources more cregtivey and intdligently
than competitors In a competitive environment, firms that aspire to mantan and
improve their postions can therefore be expected to drive for grester knowledge
devdopment. They will search for new knowledge and hopefully achieve a learning
process thet facilitates the implementation of the new knowledge in the organization.
The network concept describes firms as being embedded in networks of relaions
between actors, activities and resources (Hakansson and Snehota 1989). In addition to
thiss a number of potentid reaionships may exis, for each actor is a potentid
collaborative partner.
Firms may dso take part in more organized networks, created with a drategic purpose
in mind, named drategic networks. Strategic networks are “long-term, purposeful
arangements among digtinct, but related for-profit organizations’ (Jarillo 1988, p. 32).
These networks are planned, and the actors are identified, which gives the drategic
network a defined border (Cook and Emerson 1978).
These drategic networks have different origins and characteristics. One particular type
is the cooperative drategic network established to promote regional development. These



networks often receve some financid assstance by way of regiond or governmentd
funding and am to simulate cooperation between companies in a particular geographic
region. The underlying idea held by the founder is that cooperation will strengthen the
participants in ther drive for survival and growth, but what will the actud outcome be?
To wha extent will they learn from other firms? Will it be possble to observe the
resultsin dterationsin ther routines?

In a sparsdly populated region in the middle of Sweden, 31 indudtriad companies take
part in a regiona dtrategic network caled ZGroup. ZGroup was founded in 1998 with
help from regiona governmental funds and funds provided by the European Union. The
group condgts of smdl to medium-szed busnesses, some of which are family firms
They represent many different business areas and thus different technologies and
busness practices. The sudy will investigate the outcomes of their membership in the
Z-Group for the participating firms, focusng on learning effects and, in particular, if the
firms have made any magor changes in their routines, due to their experiences with this
drategic network. The objective is to develop the existing theories for drategic
networks, while focusng on learning. The sudy may dso provide guiddines for
governmental inditutions and others who set up and develop Smilar networks in order
to support local firms.

THEORIES ON LEARNING, KNOWLEDGE DEVELOPMENT AND
ROUTINES THAT WILL BE USED ASA STARTING POINT FOR THE
STUDY

L earning and knowledge development in businessrelationships

It is very demanding for a firm to develop dl the skills they require by themsdves The
dternative is to learn from others. Important sources of knowledge are network
relations. Learning processes in relationships may follow a drategic plan, but may aso
take place spontaneoudy in daly work. “Business rdationships arise through learning
processes’ (Hakansson and Johanson 2001, p.5). Learning processes make the
difference between independent market actions and business reaionships. The parties
gan knowledge about each other and modify their routines in order to decrease
transaction costs. Hakansson and Johanson have divided this process into three phases,
with an increasing degree of learning and adeptations. They stress that the steps are not



necessarily taken in this order, but date that it seems to be an advantage for firms to
gradualy increase thelr cooperation over time. There will, however, be Stuations when
leaning takes place, but without causng any effect on the integration between the
firms

Firms learn about one another and, over time, develop a mutua desire for continuous
cooperation. They modify routines for business transactions in order to achieve
smoother processes and, at the cost of increased interdependency, they are able to
decrease transaction costs.

New knowledge is achieved based on the experience gained from their interaction. The
two firms will begin to modify ther production routines if a joint gpproach can be
shown to improve ther peformance The price is once agan increasd
interdependency.

More long-term coordination of activity sysems are implemented based on ealier
experience. “This kind of reaionships may develop into quas-organizations in which
the activity sysems linking two firms are more closely coordinated with each other than
they are with the firms other activities”

This modd concerns the reationship with one paticular busness partner, but
Hékansson and Johanson state that such knowledge may be assumed to be applicablein
gmilar redionships. Since a firm has severd budness rdationships, synchronizing
routines may be a way of coordinating busness activities between a set of firms.
According to Hakansson and Johanson (2001), this may be a key type of business
network learning.

Exposure to different types of dtuations and knowledge is generdly consdered
favorable for learning. To various degress, new knowledge may differ from the
knowledge possessed previoudy by the firm. Agyris and Schon (1978) use a didinction
between sngle-loop and double-loop learning for this difference. Depending on the
difference, new knowledge will have a varying influence on firm routines.

Having different kinds of busness rdationships should promote higher-order learning.
However, entering into a relationship can be consdered as making an investment. Since
firms have a limited amount of resources for these kinds of invetments, they normaly
prefer to enter into smilar, or complementary relationships, rather than approaching
something completdy unknown. In a drategic network like Z-Group, with members



from many different busness aress, it is expected that a firm will primarily sdect only a
few other members as potentid partners. However, as Granovetter (1973) has shown,
there may aso be important strengths in having wesk ties to other firms.
Hékansson, Huysman and von Reesfdd Mejer (2001) point out that learning is
normaly associated with teaching and that both aspects may be carried out more or less
intentionally. They dress that teaching may be used as a way of influencing and
governing the environment of a redionship in a cetan direction. One aspect,
influencing the levd of learning that is achieved in a rddionship within a drategic
network like Z-Group, may therefore be the actors willingness to teach.
In a dyadic setting, Hakansson, Havila and Pedersen (1999) identify two groups of
factorsinfluencing learning:

1. The characterigics of the two parties, ther intent with regard to the rdationship

and thelr competency in learning and teaching.
2. The rdaionship itsdf, excluding learning, for indance, the type of products or
sarvicesinvolved, duration and content.

They dress however, that the context, defined as “the directly connected business
relationships of the parties’, can be seen as a part of the focd relationship. Interaction in
one relationship may be affected by interaction in some other reaionship. There may
therefore be limitations on possible cooperation within a strategic network like ZGroup
due to relaionships and ligbilities externd to the Strategic network.
Resour ces and Routines
A firm possesses many different kinds of resources, they are in themsdves essentidly
passve and fragmented, but are activated as the firm interacts with others (Ford,
Hékansson and Johanson, 1985). In relation to a specific actor, these resources will be
more or less specific and of more or less vaue. Rdationships may serve the purpose of
developing resources or creating access to resources.
Resources require coordination. Grant (1991, p.122) argues that the firm's ability to
utilize resources will be manifested in organizational routines, “the organization itsAf is
a huge network of routines’. Nelson and Winter (1982, p. 98) characterize routines as
“organizationd memory”. They argue that (p. 104) “sKkills, organization and technology
ae inimady intetwined in a functioning routing, and it is difficult to sy exactly
where one aspect ends and another begins’. Levitt and March (1988, p.319) view



organizationd learning as “routine-based, history-dependent, and target-oriented”. They
see organizations as learning “by encoding inferences from hidory into routines that
guide behavior”. Organizationd behavior can therefore be seen as being based on
routines to amagjor exten.

Organizationd learning is not the same as individud learning, dthough organizaions
learn through the experiences and actions of individuas (Agyris and Schon, 1978).
Hakansson and Johanson (2001) claim that organizationad learning occurs when the
routines of the organization are modified. This may be the result when a firm interacts
with its environment. A change in routines will be equivdent to organizationa double-
loop learning (Kim, 1993). This approach to organizationd karning will be used for the
dudy. Learning effects will be evduaed, focusng on how firm routines have been
affected by the firm’'s membership in Z-Group.

Routines legitimize actions. They ae not connected to particular individuds, but may
be affected and changed by individud influence. Learning, as wel as routines, may
therefore be concelved as a process rather than as an outcome. Routines are often
defined as a wide concept, comprisng anything from forma rules to attitudes. In the
study, for practical purposes, the gpproach will be limited to the rules and methods of
working that can be observed in working procedures within and between firms. Some
changes will not result in improvements snce midakes can be made, but such
evadudions will be left to the firm's representatives. The dudy is not aming a a
normative gpproach since adaptations that seem unquestionable to an externd observer
may be impossble to carry out for internd “political” reasons. “Fear of bresking the
truce is in generd, a powerful force tending to hold organizations on the path of
relatively inflexible routines’ (Nelson and Winter, 1982).

Organizations learn, often by way of trid and eror, and, over time, they develop an
identity based on therr unique profile of competency. The organization will be sheped
by the interplay between internad and externa factors (Kimberley 1987). In this process
of learning and development, routines are continuoudy developed and revised. Routines
used frequently will have a grester potentid for improvement. This may, in turn, result
in a more favorable outcome whenever these routines are used and this may increase
ther frequency of use even further. This is normdly a podtive development, but there
may be negative agpects if the routines in question are in fact inferior to other



procedures that have not been sufficiently tried. This conditutes the *competency trap”
described by Levitt and March (1988, p.322).
Naturdly, organizations differ in ther use of formd routines to guide and support their
work procedures. Exposure to other firms and ther particular manner of doing business,
may increase the possbility that other ways of organizing work will be atempted.
Firms lean from their own experiences as wdl as from the experiences of other
organizations (Levitt and March 1988). Strategic networks present opportunities for
new experiences that could affect organizational routines in the participating firms. The
sudy will therefore explore the ways new rdationships have developed, and/or old
relationships have been changed as a reault of the firm becoming a member of ZGroup.
The outcome may then be compared with the potentid set of new relationships that has
been avallable, consdering for what reasons new reationships have, or have not been
created, and what kind of knowledge development this has resulted in.
Routines often represent tacit knowledge (Polanyi 1969), knowledge that has been
crested through practica experiences. It is difficult to aticulate and therefore hard to
transfer or imitate other than through learning by doing. It is moreover often associated
with a certain context. On the other hand, the opposite pole, explicit knowledge, is fairly
easy to share with others. However, Polanyi (1969, p. 144) stresses that “while tecit
knowledge can be possessed by itsdf, explicit knowledge must rdy on being tacitly
underssood and applied. Hence al knowledge is ether tacit or rooted in tacit
knowledge’. The same knowledge can be more tacit for some people than for others
(Nelson and Winter, 1982).
Nonaka (1991) identifies four different ways of creating new knowledge in an
organizetion:
1. From Tacit to Tacit
Anindividua can, through observation, imitation and practice, learn tecit
knowledge from others and become “socidized” into the craft.
2. From Expliat to Explicit
Explicit knowledge can be aggregated and analyzed.
3. From Tadit to Explicit
Tacit knowledge may be articulated and possible to share, often in a symbolic

form.



4. From Explicit to Tacit

When explicit knowledge isinternalized and complements tacit knowledge
In a knowledge creeting firm, these different patterns will exis “in dynamic interaction”
(Nonaka 1991, p.99). A chared context will aso have a postive effect on
communication and posshilities for learning. Noreka writes about interna processes,
but this classification should be gpplicable to interacting Stuations as well.
Firms differ in the degree of tacit/explicit knowledge that is associated with ther
working procedures. It can therefore be expected that it will be esser for some members
of a drategic network to share their knowledge and routines with some firms than for
others. Nelson and Winter (1982, p.80-82) have identified three determinants that may
limit the articulation of knowledge:

The avalable time for information trandfer through communication

The limited casud depth of the knowledge, what Polanyi (1969, p.4) expressed

as “we know more than we can tell”.

The coherence aspect — the whole versus the parts. It is hard to learn how to ride

a bike from reading an ingruction only.
Finaly, they emphasize that “costs maiter” in deciding whether a tacit knowledge can
be made explicit or not.
Eriksson and Hohenthad (2001) date that if a rdationship is characterized by a
technology tha is largdy explicit, it will be rdaively easy for a firm to change partners
gnce ther requests can be ariculated explicitly and theréby made clear to a new
partner. Exchange based on tacit knowledge will, on the other hand, demand more close
and frequent forms of cooperation. The counterpart will thereby be harder to switch.
The type of knowledge that characterizes a reationship will thus be an important factor
in explaning how replaceable a counterpart is and how difficult it is to trandfer
knowledge.
Another aspect influencing learning ability is the absorptive cgpacity of the learning
organization (Cohen and Levinthd 1990), described as “the firms  ability to vaue,
interndize and utilize new knowledge’. They regard this as being rdated to the firm's
prior knowledge in that area.
In the study, the actors will be characterized in terms of the kind of knowledge that is
asociated with ther busness activities. This will dlow an evduaion of the extent to



which this has afected ther achievements in learning and teaching in the drategic
network.

THE STUDY

The purpose of the sudy is to achieve a more profound understanding of how smal and
medium-sized firms experience the potentia for learning in a regiona drategic network.
Wha conditions and driving forces influence ther learning processes? What has been
achieved s0 far within Z-Group? Have they entered into any new reaionships with
members of Z-Group and has ther membership in Z-Group affected their routines due
to learning effects?
The method of invedtigation employed will be a quditative gpproach. Leading actors
within the companies will be contacted for semi-structured interviews based on some
mgor themes. The themes will be:

A description of their own business.

Ther mgor rdaionships with other actors within and outsde the regiond

network Z-Group, activities and exchanges.

Why they decided to join Z-Group.

Thar experiences from paticipating in Z-Group, in paticular in tems of

learning effects and changes in routines.

How they look upon future collaboration with members of Z-Group.
Secondary sources in the form of written materias will aso be used, when available.
The study is presently in a start-up phase, so no results can be presented at thistime.
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