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Abstract

Establishment of networks including the academysiimss actors, and local government
representatives has become a prevalient interratiomtional, and sub-national strategy for
supporting business competitiveness and regionaldement. This paper aims at developing our
knowledge of the impact of initial conditions andtwork activities on RSN management and
outcomes. It is shown that “organic” relationshigsyarded as important by the actors themselves,
may develop even in “created” settings and that R&hatives thus will change the business
network. The results are, however, not directed, fooseen. They develop as a result of the
provision of opportunities for interaction and thrembers’ own decisions to act on opportunities
they come to recognize. The outcomes are thus fargaut the probability that relationships will
develop between actors in a particular regiondgseiased by means of RSNs.

I ntroduction

The importance of relationships and networks forsilbess development is now widely
acknowledged (Castells, 1996, McDonald et al., 2@#ssant, 1995, Rosenfeld, 1996, Hakansson
and Snehota, 1989, Hakansson et al., 2004, IMP 5r2002). As a result, establishment of
networks including the academy, business actorsi government has become a prevalient
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international, national, and sub-national stratdgy supporting business competitiveness and \[;:’i;?‘;“fd= Font: (Default) }
regional development (Waluszewski, 2005, Europeami@ission, 2002, ISA et al., 2004). Political =P
decisionmakers and policymakers advocate and wese tArrangements as a tool for addressing
regional development issues (Huggins, 2001, Needgad000, Rosenfeld, 1996, European
Commission, 2002) and the political support is féeecompanied bffinance support. Significant
sums are invested and expectations are high onlfbehgrogramme sponsors and official
institutions.

Their efficacy is, however, disputed (Huggins, 200itDonald et al., 2006, Curran, 2000, Chell and

Baines, 2000) and these “created” networks have lésn questioned by members of the IMP
community who argue that a presence of networkdikectures not necessarily means that network
processes occur, that the business value of gdugedgproximity has been exaggerated, and that
attempts to run a network will turn it into a hieray (Waluszewski, 2006, Hakansson et al., 2002).
The number of studies within the IMP-approach igéeer limited and this paper aimes to highlight

some important issues and stimulate further rebearc

The object of study is denoted Regional Strategioadrks, RSNs, and, in line with Jarillo’s (1988)
definition of strategic networks, we define RSNseasompassing three or more organizations that
remain independent but interact under a commonctibgeor purpose. Our addition to the RSN
definition and what separates RSNs from the strategtworks discussed by most researchers, is
that RSNs are arranged for regional developmerpgaaes and thus have a regional delimitation.
Furthermore, RSNs are administrated by a hub bait tisually has no business relationships with
the other network participants and the membersemgloosely linked to begin with.

Designing a setting that is to develop into a nekvgbructure with certain outcomes is undoubtedly a
complex and challenging task. There is no bluegiritand on how to proceed as each situation and
regional context is unique. Furthermore, managirfgNR has proven a highly qualified and
challenging assignment. The mission is complex demianding as, for instance, structural aspects
like complementarity or similarity among membemfs is likely to affect network processes and
lead to different outcomes (Human and Provan, 18&ifecki and Tootle, 1997).

RSN are coordinated by a “hub” (Jarillo, 1988) watministrative and governing duties to perform
and project related goals to fulfill, but the hagks authority to demand actions from the member
organizations which remain independent entitieesehnetworks are not formal: they are not based
on contracts between the actors, at least notgmveith. Furthermore, initially, few investmentea
made by the participants in the networks and tleeel of commitment when joining the network is
in many cases fairly low. The hub is thus initigtg key to interaction and relationship developimen
among the participants and the hub’s perspectillaiwis be of importance for this paper.

Considering these challenges, the amounts of atdtdedicated to RSN measures, and the limited
number of studies, evaluations, and internatiowahgarisons available so far, it is imperative to
further study the structure, organisation and mameant of RSNs. Further studies have been asked
for: of the impact of structural factors on netwarkicomes (Human and Provan, 1997, Malecki and
Tootle, 1997) as well as of network processes hacchuses of different RSN outcomes (Huggins,
2000, Bessant, 1995). This paper addresses thisarekaims at developing our knowledge of the
impact of initial conditions and network activitiem RSN management and outcome. The chosen
method is a longitudional case study of two Swe&SINS.

The subsequent section will describe factors rélateinitial conditions, activities and outcomes
from a theoretical point of view. Therafter, thethwological approach and empirical findings from
two RSNs are presented and summarized as prositiinglly conclusions and managerial | Formatted: Position:

. . . ~ | Horizontal: Center, Relative to:
implications are presented. -~ | Margin

2 -+




Abstract preview : - {

R

Characteristics of Regional Strategic Networks

RSNs are inspired by business networks, “a sebohected actors that perform different types of
business activities in interaction with each othgtdlmlund and Térnroos, 1997, p. 304) but also by
the planned and formalized character of strategiwvorks, an umbrella term used for enduring
interorganizational ties of strategic significartoethe firms concerned (Jarillo, 1988, Gulati et al
2000, Gulati and Gargiulo, 1999). RSN differ, hoeevfrom such networks in some important
aspects: the network structure, the short-term aditer, the geographical delimitation, and the
initially low level of involvement and commitment.

For RSNs, the network structure initially is a wisirather than a starting point. In many caseno,
only a few, member organizations participate itiating and designing the network - the rest are
only invited at a later stage. In order to promate sustain active participation and relationship
development among the participants, and drive ps®Estowards the goals and visions that caused
the network initiation, a hub (Jarillo, 1988) isuafly appointed. The hub-function can be performed
by a network member but is often delegated to areefew individuals in a specially designated unit.

Resourcesn a RSN context include state aid as well as thevark participants’ monetary and
manpower contributions. The public resource basandRSN is often created prior to the formation
of the network. The RSN networks have a projectattar with activity-plans and goals. The goals
are formulated in order to secure financing foegain period of time and are thus often adjusted t
a given standard set by fund providers, for exarftleObjective 1, who often require evaluations
and thus assume the existence of measurable apesifi6d goals at the start furthermore render
possible a strategic choice of member firms.

Not all invited choose to join however, and everihiéy do their level of commitment and their
degree of participation in network meetings may lb&. A common counter argument for
participation is lack of time (Huggins, 2001). Tedp up the members” interest in participation, the
hub thus has to suggest and broker goals that atetiparticipation and are reachable within a
reasonable period of time.

Theories on regional strategic networks

Research on strategic networks can be divided @atiegories. One focuses on the results of
networking (Ager and Red, 2000), another conceasearch defining the processes created by
collaboration and why collaboration has evolvedlgdiin and Nilsson, 1992). A third category
(Human and Provan, 1997) investigates structubfa and antecedents that characterize strategic
networks, while a fourth category (Brito and Arguji®93) studies the relationships between the
network actors and how these relationships evolvdifth category (Sharma, 1998) focuses on
findings underlying conditions and requisites fwategic interaction.

Important initial conditions are goals and expectations, complementary/competithe@mbers
(Human and Provan, 1997), number of companiesqBnd Araujo, 1993), company sizes and roles
(Gailbraith 1982, IM-gruppen 2003), and relatiopshand commitment (Morgan and Hunt 1994).

! In Sweden, results from projects financed by Elje@tive 1 are measured in terms of: new firms aga employment
opportunities generated by the project, the nurobearticipating women and men, and so forth. .
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The initial conditions are assumed to affactivitieswhich in turn affecoutcomesThere are social [ Formatted: Font: (Default) }
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activities, promoting exchange of information amiWw-how, and business development activites

A regional network operation can be divided intcagds. Initially there is design phasdhat
resembles an “action-related entrepreneurial phdseiied by Maaninen-Olsson (2007) as an early
phase with significant influence on project initigt and operation. During this phase, goalsetting
and financing are primer activities. This phasemftakes place prior to the formal organizing &f th
RSN. The design phase is followed byaperational phaseAt this time, a hub has been appointed
and members recruited. The operational phase ctivergtructuring of the RSN organization and the
network activites. The operational phase can berupted by one or severahnsitional phasesn
which the RSN seeks a new direction, new fundingieav members.

Structural conditions are initially set in the dgsphase but often change during later phasesnas so
members choose to leave and new ones join.

Network start 1. 2. 3 -
Design Operation Transtion (The
concept is developed, (Hub and members are redruit (Major changes take place)
initial goals set, and funding and network atid started)
secured)

Figurel 1:1 RSN phases.

Initial conditions
Goals and expectations

Goals and goal-formation processes are generalfjarded as powerful governing tools in
organizations as joint goal-setting renders possiaking of responsibility and a development of
shared values and commitment among actors (Cydrivamch, (1963)1992, Scott, 2003(1981)). In
the design phase, goal-setting is, however, oftederby other persons than those that later will
participate in the network operation. In additianthe “official” goals of the RSN, the member
companies and their representatives often have twen business related, as well as personal,
expectations and reasons for participation. Corsattyy there may be goals set at network start that
are not shared by the participats. In that cagegtials set in the first phase will have to besedi
jointly by the hub and the participants in ordefite-tune and amplify the network operation.

Collaboration in RSNs takes place within most areabusiness: such as purchasing, production,
marketing, R&D, IT, education and enrichment progsaNilsson and Oberg, 2000, Roxenhall and
Johanson, 2007).
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Complementarity in a network cooperation perspectsignifies vertical collaboration in which
resources, capabilities, and activities of the wetvactors complement each other, or that eachr acto
makes its particular contribution for the creatafma totality, as for example a product. Compatitio
prevails when actors have similar resources andhibiies and perform similar activities and thus
compete with one another to some extent. Manyegfi@tnetworks consist of fairly similar, and
therefore competitive, actors who still may coopeta create an attractive product/service, oreshar
the production of an order that otherwise woulddmeextensive for them.

Saxton (1997) states that a certain degree of aiityilmay smoothen interaction but that too much
similarity will bring nothing novel to the relatiship. This observation is further elaborated by
Huggis (2000) who finds a success factor in menfib@is being alike, from the same industry, but
not in competitive positions. Firms that have aptwe capacity (Cohen and Levinthal, 1990) due to
similarities of business but are different enouglaltow for a free flow of information and exchange
of experiences within the group may thus constitutavourable RSN setting.

Number of companies

Collaborative intentions are often the essencérafegic networks. However, with a large number of

members, it becomes difficult to reach consensuspliaborate, and to coordinate and organize the
network’s activities. Furthermore, as the numberadtors increases, it becomes more difficult for

each member to assess and evaluate its own cditrii{draujo and Brito, 1998).

The size of companies involved and the roles Heat perform

Network members take on different roles that inflcee a network’s activities and outcome

(Gailbraith 1982, IM-gruppen 2003). These roles afien related to size. Nilsson and Nilsson

(1992) claim that it is easier to collaborate igraup if large and resorceful companies are indude

as large companies often assume a leading posiitbin a network due to their extensive resources
and know-how. A number of RSN actor roles havenbdefined (e.g. Pickernell et al., 2007). We

will use: designer, delegate, driver (IM-grupped032), and dragon (Klint and Sjoberg 2003).

The main task of alesignertakes place in the initial stage when the netwagdon has to be
promoted to potential sources of funding and pdénetwork members and collaboration schemes
devised. The importance of this role gradually dases as the network becomes more self-
propelled. The role of the designer may, howevegain its importance if the network decides to
recruite new members. driver provides a passionate driving force focused difillfiady the network
visions. The driver has the role of a “locomotivehe/she drags the network operation forward. This
person might even work without getting paid. Thiedthand most common, role is tdelegate the

role of the ordinary network participant. A delegdénds to have a rather passive, wait-and-see,
attitude. It is, however, fairly common that the shactive delegates, form sub-groups within the
network. The other delegates choose to stay rghesive and take what appeals to them without
giving much in return. The forth role is tikekagon Dragons are often large companies that take an
active and leading part in the network operatiohumlike drivers or active delegates their presence
brings legitimacy to the network and thus faciétand encourages the participation of other
organizations.

The above mentioned roles can be performed by mefinbes or by the hub. The hub may take part | gormatted: position:
in the initial stage as a designer and he/she fmitdy a driver in early stages of network - It'/loriZ_ontal:Center, Relative to:
’ argin
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development when few inter-member relationshipspaesent. The hub then has to initiate activities [ Formatted: Font: (Default) }
. . . . Arial, 8 pt

that can function as meeting-places and fostettisakhip development among the members. If

relationships do develop among the participantg thay begin to take their own initiatives and the

hub may withdraw to the role of a delegate or dsivger in certain activities only. However, when a

funding period is about to end, the hub often bexom designer again, trying to raise funds and

member firms for a prolonged period.

Relationships and commitment

In order to promote a development of relationskdps commitment, leading to the overarching
network goals, the hubs try to facilitate and stat®i a development of personal and inter-
organizational relationships between the partiangaactors. Smooth personal interaction paves way
for coordination of activities and creation of malty beneficial routines (Hakansson 1982).
Activities of a social nature furthermore promotelevelopment of confindence and trust between
the companies (Morgan and Hunt 1994) which incre#fse degree of dedication and involvement in
cooperative projects. Some researchers claim tleaoperation is non-contractual, it is based more
on confidence and trust than if contracts are wel(Sharma 1998). It has been found, however,
that many forms of cooperation are based on botiracts and trust at the same time (Roxenhall
1999).

The view of relationship development as a key ssedactor for business development is also
supported by the works of Granovetter (1973) onitttq@ortance of weak ties for information access
and Burt (1992) on the value of bridging structurales for opportunity recognition. Further, in a

meta-analysis of factors influencing the effectieem of relationship marketing, Palmatier et al.
(2006) conclude that interpersonal relationshipsveen boundary spanners may be more effective
and sustainable than relationships of an orgawizalkicharacter. An initial focus on developing

personal relationships may thus prove to be sufidess

Among a number of concepts used to describe teagitn of relationships, commitment stands out
as a key factor (Kim and Frazier, 1997). Relatigpsiand commitment among the participants can
be regarded as structural factors when prevalewngnthe participants at the start of the network
and as outcome when developed as a result of trieoperation. Studies of some Swedish RSNs
(Thyberg et al 2006) indicate that hubs often epee a lack of commitment among network
members. Lack of commitment is often displayed thygh degree of absence of network members
at meetings, commonly justified by lack of time @dins, 2001). The lack of commitment appears
to be a great, recurrent, and intractable probleahis important to tackle as it affects the nelsbr
results.

In a network perspective, commitment concernes hawch companies intend to invest in the
network in terms of time and money, or how muctoefthey want to put into maintaining their
membership in the network. It is not a questiorthef companies having an obligation to someone
else in the network (the project management ofititevork or other network companies), it is more a
case of committing oneself by investing in, or nmgkan effort to maintain, the relationship with the
network as a whole (Roxenhall and Johanson, 2007).

Activities

In business networks “activities are undertakemttprs who activate their resources in a process in
which other resources are refined” (Dubois, 1994.28). These activities are not carried OUt [ formatted: Position:

separately; they are linked to those of othersainous ways. The important feature of activities iS | Horizontal: Center, Relative to:
Margin
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that they are enacted “in the sense that actorslal@and organise their activities in responseoto h [ ;:’i;?‘;ttfd= Font: (Default) }
their counterparts, such as customers and suppperform and organise their¢gDubois, 1994, =P

p.27),. In RSNs, however, activites are arrangethbyhub in order to provide arenas for interaction

and opportunity recognitiofzormal and informal meetings constitute arenas hirckvthe member

companies can exchange information, share andrateegnowledge and resources and to develop

shared policies and norms (Imperial 2005). Actgtimay have the character of seminars, lectures,

education programs, study-visits at network menibgmsmesis, join in marketing and in applying

for collective resources and grants, etc..

Outcomes

In RSNs, goals may shift over time, which makedifiticult to clearly determine the relationship
between objectives and outcome; the choice of glml®valuations may have an impact of the
degree of effectiveness reported. Furthermore, évessults can be planned to a certain degree,
unplanned effects are likely to prevail as the merslare independent actors with a major influence
upon the processes leading to outcomes. The igjtials may influence the network structure and
thus the activites and the outcome at start butatwerives a project to completion is then not the
initially declared ends and means, but commitmeah¢pendencies and expectations developing in
the process of interaction” (Sahlin—Andersson, 19924 in Mahring, 2002).

RSN initiators tend to set quantative goals likeréased employment, new products, and new firms.
However, it is hard to discern effects attributedhis specific measure only and it is hard to et
long-term effects. Furthermore, the participamsy strive for measurable effects such as sales and
profit but also for more non-quantative effectelikew social relationships (as a first step towards
business relationships) and knowledge developnebpth cases there may be short-term as well as
long-term effects that may be hard to grasp foewaluator but also for the participants themselves
(Baslé, 2006, Armstrong and Wells, 2006, Lundb26ef)8).

In order to facilitate network effeiciency, Lantz &. (1998) suggest that each member company
should adapt their own internal organization toeaworking mindset. In practice, it is mainly the
larger companies that require such measures, simedler companies generally have to intergrate
their networking efforts with all their other tasidint and Sjéberg, 2003).

Method

A longitudinal case study was conducted on two R@Mtng in different areas of business in
northern Sweden. Networks are “embedded in diftespatial, social, political, technological and
market structures, which makes each network somewtigue and context specific” (Halinen and
Tornroos, 2005, p. 1286). Halinen and Térnroos thmsclude that the case strategy is the most
suitable method for studying business networks. §thdy is comparative, qualitative and based on
observations during network activities for a perifdfour years.In addition, 6 interviews with
network hubs have been held.

The cases were chosen for study due to a uniguesado these networks as two of the writers

participated in network activities, such as networetings and work-group activites, from the start

in 2004 until 2007. These writers furthermore orged the business development programs

implemented in both networks. The programs werangied by the network in cooperation with the

local university. A researcher’s part-taking inigities together with the ones observed facilitates Formatted: Posion:
observations through time of studied processes emables observations of what is actually | yorizontal: Center, Refative to:
Margin
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accomplished (Van Maanen 1998, Silverman 2005).eNbeless, critics regard this way of\\[F"ma“e‘“ Font: (Default)

collecting data as a problem as it causes difiesilin terms of objectivity. That situation arisethe Arial 8 pt
researcher focuses on irrelevant details in omégditimize interpretations, or if inferior knovdge

of the context and terminology is provided (Silvarm2005). The advantages are improved
understanding of the informants and their objestivmoth imperative for understanding processes

and contexts (Jonsson and Lukka 2006, (Johans@i,)20he data collected through observations

was not fully documented according to field reseascommendations (see Van Maanen 1998), but

were assembled and discussed by the members mdgbarch-team. The observations constituted an
important basis for the development of intervievesfions and for interpretation of the interviews as

well as the overall network process.

Two group interviews with the networks’ hubs wemnducted in 2005. In addition a separate
interview with one hub-representative of tRerest network was carried out in 2006 and two
interviews with both networks’ hubs in 2007. Alténviews were based open-ended, semi-structured
questions. They followed some of the critera preskiy Kvale (1997) as they were characterised
by short questions and long answers and the measfithe answers were clarified during the
interviews. Notes were taken during the intervielng they were also tape recorded so that
quotations and arguments could be double-checké&deWhe group interviews lasted for four hours
each, the three other interviews required about twemrs. Data was also collected from
memorandums describing network meetings, the n&svdunding applications, project reports, and
evaluations.

Empirical findings

In the following, empirical findings related to fial conditions, activities, and outcomes are
presented. Both RSNs were established in a spapsglylated region (the largest city has 95 000
citizens) with funding from the municipality, theunty, governmental, and European Union related
sources. Representatifefom a local science park, connected to the lamdbersity, acted as
designers and drivers. The science parks’s gaaldidth networks, were set prior to the networks’
start and stated that interaction between thegyaatits was intended to generate new products, new
companies and an increased number of employeamalyi within the trade.

The Financenetwork was established in 2003 with a mission pgethe organizing science park, to
stimulate cooperation between the participantspekeugh they were competitors. Thirteen large
firms and organizations participated. Most of thezpresented the same line of trade: banking,
insurance and pension plans, and they operated ragianal, national and international level;
however, the majority had their headoffices locadésbwere, in the capital of Sweden. Network
participation was spurred by the local managei®’ feat their business operation would be relocated
to another region. Nearly all local organizationthim these fields were represented in the network.
One of the large organizations declined membemtijst, but decided to join after a year.

The Forestnetwork was established in January 2004. It coragrabout sixty actors of varying size
from the SwedishForest industry, several of their subcontractors, repregeres from related

businesses, and researchers from the local urtivet$ie initial ambition was to start a procesd tha
would strengthen the participating multinational mpanies’ sub-contractors in terms of

2 This science park was an organization focusindereloping businesses, innovations, and new fitabéshments by o

. . : . . S _ /| Formatted: Position:
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collaboration and skills to be able to meet indreasnarket demands. Initially, the members were [ ;:’i;?‘;ttfd= Font: (Default) }
asked to fill in a questionnaire and state theinpof view on how such a venture should be pursued =P

The overall network mission and goal were set by thembers of the program councils to

“strengthen the bonds between the participatingradh order to achieve productive networks with

the capacity to enrich people and businesses iarmar that will increase their competitive edge and

enhance regional growth”.

Collective Financeresources were available for both networks™ opmratat start through grants
from the municipality and county administration.eBle grants were supplemented by membership
fees. During 2005, both networks gained furtheoueses from the county administration in order to
arrange business development programs for the netwmembers. While th&inance network
achived limited means for arranging one prograne Horest network ran three business
development programs and a coaching program. Awiditi funds and knowledge development
programs were provided by, the participants thewesellocal actors, as well as a governmental
related organization.

The impact of initial conditions
Goals and expectations

The RSNs had to comply with the county’s, the ragipand the European Union’s standard in
setting measurable and growth relateitial goals, These overarching goals were ample and vague
in terms of what to achieve and gave little dir@atin choice of paths to reach results. They were,
however, accompanied by measurable indicators ef riamber of expected new products,
employees, and firms. It soon showed that the gpaints did not relate to the overall goals. A
process of formulating more specific goalactor goals —was thus initiated that promoted interest
and commitment for network participation.

Over time some representatives left their positionsheir firms, and thus in the networks. The
newcomers, who had not been involved in the previgoalsetting processes, showed less
commitment to network activities.

In the Financenetwork, the competitive situation hampered thenbers’ involvement. They were
reluctant to share information and found it harccé@perate on business related issues. However,
they quickly found a way out by focusing on non-gatitive activities with a potential to reduce
costs and increase local competence. They agremdaiplearly defined vision at an early stage: “to
create prerequisites for this region to become oh&candianvias” most important knowledge
centers in this field”. This vision directed thevdkopment of a new set of network goals and specifi
goals for three working-groups.

In the Forest network, all members were invited to the processeaifing more specific network
goals, actor goals. The network hub considered reemparticipation in determing objectives to be
crucial to the development of collaboration withiire network. The actor goals set at network start
were: firstly, to attract the most knowledgeableal akilled personnel in the region, to promote
knowledge deployment between these, and thus ealsrared values. Secondly, to find forms for
resource sharing - with regard to knowledge, edowwaenrichment - and exchange of know-how
among all networks actors. Thirdly, to create neadpcts, services, businesses, and relationships
between actors and markets.

The process of formulating new goals was more toresuming in thd=orestnetwork than in the Formatted: Position:
the Finance network. The participants in the Finance netwoskl Isimilar backgrounds and came ItjloriZ_ontal:Center, Relative to:
argin
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from a similar context; they could easily undergtaach other and agree upon how to proceed. Thé[ ;:’i;?‘;ttfd= Font: (Default) }
actors in the Forrest network needed time to léarknow each other and develop common goals. =P

Thus, while theFinance network decided on their objectives at a specifeting early on in the

process, thé&orestnetwork used more time drafting these. When ndtvepecific goals were set,

the hubs in both networks experienced increasedritiment amongst the member companies. We

therefore argue

P 1: In large and complementary networks with feitrdl relationships among the participants,
a goal-setting process spanning several networkingewill be needed in order to secure
commitment among a large number of participants.

The goal-setting processes differed in the netwerken if they were supposed to adapt to rather
similiar growth related initial goals. These initigoals were wide enough to allow for various
interpretations and path choices. We thereforeaargu

P 2 Vague initial goals are advantageous for networkcome as they allow each network to
choose goals and activities that suit its spedifinditions.

Goal-setting in thé&orestnetwork was linked to the participating firms” mess needs and, as most
participants managed their own SMEs, also diretdlyhe participants’ earnings. In th@nance
network, however, the participants were employeghb lmited authority and with no direct link
between the companies’ erarnings and their own svagbus, personal needs, like knowledge
development and social needs, were more pronouimoeshtives for participation. For example,
some network representatives experienced theiicgetion as a “fringe” which they wanted to keep
for themselves. They thus avoided inviting or iminadj collegues, which ment that network issues
were not fully anchored in their own organizations.

However, also the common objective of fulfilling ethparticipants’ needs for personal and
professional development turned out to be a stiongntive for active part-taking. We therefore
argue;

P 3: When member representatives are employeesanrtyto a large extent lack authority to
make decisions on behalf of the company, theirgmaismotives for participation become
crucial.

P 4: Network goals based on the participants’ peedmeeds constitute strong incentives for
network participation.

In the Forestnetwork, there was an extensive need for collgtmraThe conditions were also more
beneficial than in th&inancenetwork as its members had greater autonomy, adesto make their
own priorities, and took part in more network aiti®s. No study of expectations was made. The
members were, however, at the start of the netuwuriked to list what they wanted the network to
focus on, and to participate in the goal-settingcpss. The majority exposed interest in business
related issues as for example to exchange infoomatnd to gain new contacts and customers. We
therefore argue:

P 5: The need for complementary resources is a galviacentive for SMEs as these companies
often are represented by their owners who giverftyido their firm’s interests.
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The hub and the network organization

Both networks had a hub and, assigned to suppetudb, a program council made up of four to six
representatives from the local university, the bess sector, and public organizations. While the
hub-function in theFinance network was performed by one individual, therest network’s hub
consited of three individuals possessing diffepoficiencies. One had coaching skills and skills i
administration. He acted as a coordinator and mroige be capable in terms of organizing,
communicating, and following up ongoing business Ebnsistently displayed humility and
sensitivity in his contacts with the network mensb&he second hub member had extensive
experience of commercial business, and the thitddaes a source of inspiration, endulging in
storytelling and strategies for obtaining resourd®g assigning three members to the hub with
different competences th®restnetwork also secured continuity in the hub funtts relationships
developed with member companies over time. Fheestnetwork had more participants than the
Finance network, but they had a greater need of cooperatind possessed complementary
resources. This network was thus probably someeasier to coordinate than tRémancenetwork
(Human and Provan 1997).

The first individual performing the hub-function tife Finance network was also experienced in

administration, legal matters, and in providing tten information to the participants. These
characteristics were emphasized, time and timenaggi network members as particularly positive
and necessary for a smooth network operation. lHadimore provided a major driving force by

initially “taking charge of” development processes situation with certain inherent hazards sitce i
might deprive other participants of an opporturigydisplay drive and initiative and cause them to
experience a lesser degree of accountability. Hewethe hub displayed good social skills as he
gradually handed over the process to the netwddcsc

The Forestnetwork’s hub did not change during the time & #tudy but the management of the
Financenetwork changed in 2006. Their hub had a tempaxasjgnment and was asked to return to
his ordinary post. The continuity in the hub fuootiwas therefore broken as were the development
of relationships, trust and commitment between haid the participants. In addition, there was an
informal agreement within the network that the pamg counsil-membership should circulate among
the member firms, so two of the participants in phegram council were replaced. There were also
some changes in the individuals representing th&ark members. All-in-all, these alterations in the
Finance network reduced the members’ commitment to thevolt and, for almost a year,
participation at network meetings dropped. The hely and the program-counsel therefore decided
to "make a new start” in order to promote commitireamongst the members.

During 2006, new goals were set in the Finance otand four new working-groups were formed,
focusing: education, local growth, the establishihtdra national research institute, and activitas f
the network actors” employees. However, in 200&,sthcond hub went on maternity leave and a
third new hub was appointed. This hub had prioreemce of RSNs but no prior relationships to the
network’s members. He thus lacked legitimacy in gheup and he was not familiar with the the
network’s history. Furthermore, at that time, mahyhe “old” members were getting tired of always
being the ones to engage in activities and theseangeneral feeling that commitment was low even
if a lot of activities were carried out. The marhaoges in representatives supported that feeling.

In summary, changes in the hub-function and imtieenber companies” representatives had negative
effects. We therefore argue:
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P 6: A hub encompassing more than one individugtaves the chances of continuity in the hub [ f\:’l;?‘;t;fd Font: (Default) }
position. .

P 7: The hub as a person, his/her legitimacy, cdemes, reputation, etc, greatly affects the
level of commitment initially achieved in netwogecations.

P 8: Lack of continuity in the network hub positionin member representatives, will affect the
level of commitment amongst network members arsdttieudegree of member participation at
network activities.

The Forest network used a big company with many subcontractorentice participants to the
network operation. Many of the actors invited wsub-contracters or wanted to be included as such.
Subcontractors were eager to maintain their posii® the big company was reorganizing their line
of purchase in order to reduce costs and increffiseercy. Other firms, which earlier had not even
been able to make an appointment to present theessetaw the network and its meetings as a
possibility to get in contact with the big company.

P 9: A network initiation process may be efficientterms of gathering many actors, if a big
resourceful company or organization takes a leaduwig.

In both networks there was a diffuse but hartfaleat concerning the trades’ opportunity to corginu
its operations in the region. In tinancenetwork, there was a risk that local offices wobddre-
located or closed down; it actually happened in case during the period of the study. In Bogest
network, the large actor demanded increased cobgerand professionalism from its sub-
contractors in a manner of “if you don’t complyuy@ut”. These threats caused the RSN inititatives
and facilitated the recruitement of participants.

P 10: Threats form a strong incentive for establigh RSNSs.
P 11: Threats facilitate membership recruitemenRESNSs.

In the Finance sector, the number of firms withiattfield was smaller; they guarded each others
actions and felt that “if the others are joiningg weed to be there to”. The hub and the CEO of the
science park initially recruited the RSN membersey met all actors in person — starting with the
big, strategic, and positively inclined ones inartb create a strong argument for the othersito jo
in. By using the argument that several companiesadl had entered the network — and naming
these - it became increasingly difficult for thenagning ones to choose to decline membership as it
could deprive them of vital information; almost aditors in the trade joined.

P 12: In a line of business with few actors theik lve a threshold-effect — if a sufficient number
of firms join the network, the others will followrffear of being excluded from important
information and events.

Complementary and competitive settings

The networks differed in the composition of actemsd resourcesThe Forest network had a

complementary setting (dissimilar activities andpatailities) (Richardson, 1972). Some of the

subcontractors were competitors, but most of thed bomplementaryesources. The member

representatives had varying backgrounds and edmnsatiut were united by the line of trade. Early

on, the network focused on promoting good relatigpsbetween the member companies. [ Formatted: Position:
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The Financenetwork comprised mainly largectors and had a competitive setting (similar dtatiy [ ;:’i;?‘;ttfd= Font: (Default) }
and capabilities) (Richardson, 1972). The memb@resentatives had similar educations and =P
business experiences. In Sweden, banks, insurampanies and pension planning organizations

are furthermore often linked businesswise and arab®f the organizations offered insurance and
pension related products. The actor similarityh@Rinancenetwork caused the participants to guard

their business secrets and made them focus onagévglcommon services, such as joint courses

and marketing of the network. However, as most nmemihad head-offices located outside the

region, incentives for cooperation existed in thenmotion of the region. They decided to focus on
moulding tailor made courses for the network comgeinemployees in cooperation with the local
university, marketing the network nationwide andréby strenghthen the local offices position vis-

a-vis other regional offices and the head-offi@®] finding and implementing strategies for new
establishments and expansion of existing comparieey encouraged businesses to choose the
network hometown as their base, and firms alreadggmt to expand their present workforce locally.
Meetings were arranged with participants from thework, principals from the companies in
question, and representatives from the local usityerand municipality in order to present
advantages offered by applying such a strategythéfefore argue

P 13: The composition of actors in terms of contipetior complementarity has direct
implications on the kind of network goals that amsen.

P 14: Participants of a competitive network willoetse to support common, non-competitive
objectives.

P 15: Participants of a complementary network agssl secretive and will choose to develop
their own businesses through cooperation.

The number of actors

The RSN initiators saw a large number of actorareadvantage, especially for funding applications,
as it implied magnitude and importance. Hieancenetworkcomprised a smaller number of actors
and was therfore easier to overwiev compared wighForestnetwork. However, if participation
turns low in a small network, the incentive forf@pation might decrease even further as there wil
be only a few left to communicate with and thusdewdeas and business opportunities to share. A
low attendance rate, however, implies an oppongufut those present to be seen and get further
agcuinted. In th&inancenetwork, however, the participants were alreadyyfacquainted and a lot

of the discussion focused on the absent actorgeThere only a few actors who knew each other
and operated within the same trade, social contad thus present and it was expected that all
members should participate. In therestnetwork, there was a much larger number of membeis
thus many possible partners to choose from andiatyaf business opportunities to be found. A
network of many actors will be harder to overviemd aelationship development will take longer
time as members will not be exposed to the samebauraf unplanned encounters. If the hub
function lacks resources it will meet difficultigsfinding time to meet with the representativesowh
thus receive less attention and feel less impodadt commited. Th&orest network operated on
grants from the science park, the county and thegaan Union and had thus resources to keep a
more extensive hub (three persons) with time toia#éi a dialogue with member companies as well
as implement activities. ThEinance network’s operation was financed by the countyt the
resources only enabled one part-time employed idd@l in the hub. We therefore argue

P 16: When a network comprises few members, higgnddnce rates are required at
network meetings to keep up commitment. Formatted: Position:
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P 17: When a network comprises many members, thdumetion becomes more central and [ ;:’i;?‘;ttfd= Font: (Default) }
needs more resources to keep up commitment. =P

Member sizes and roles

The resourceful actors in tl@rest network participated in several network activitEeese actors
were known to take on a local development resplilityi that went beyond their operations witin
the trade. The SMEs were anxious to find ways targeontact with the big companies, as this had
met with difficulties earlier, to be able to prormdheir services. They were also eager to meet othe
SMEs as many managers felt rather lonely, had diniesources for development, and sometimes
had a hard time coping with sales and productiostwdrk membership offered an opportunity to
share information and experiences, and to explaveenpial constellations for collaboration.
However, their participation was hampered by thaok of resources for paritipation in network
activities. TheFinance network mainly consisted of large firms and orgations. Some of these
were active. We argue

P 18: Due to their need for collaboration and bwsia exchange, SMEs are likely to be
motivated to actively participate in a network ogtéon if they are able to allocate resources
for participation.

The network members took on different rol@he hubs representing the science park were
designersresponsible for designing the networks. The regpditg for running them, however,
gradually shifted to the most dedicated individualthin the networks, therivers The Finance
network contained many drivers that at the same ttted asiragonsby legitimizing network
participation for others. According to the hub, mdnan fifty per cent of the network actors were to
be regarded as drivers, an unusually high figurenfen and Provan, 1997). The members of the
program counsel moved in and out of the roles asgders and drivers as the network operation
continuously changed and as the roles, network ,aand activities altered. The network also
encompassed a numberd#legatessome of them dragons. However, theny driversspurred a lot

of action and activities, eventually of an extdrdttwas burdening, causing stress and frustragien,
some of the drivers felt that the delegates didsnéficiently support the network operation.

During the first year and a half in tRéhancenetwork, the level of participation at network riegs
was as high as about seventy per cent. During 2@@8ever, the participation decreased to below
fifty per cent. This was the time when new firm negentatives, not as dedicated as their
predecessors, were appointed. These new actoks'olainvolvement caused irritation and loss of
energy among the committed ones and the drivenesged discontent with what they interpreted as
loss of interest in the network operation. They hddt of ambition and there were tasks that now
had to be divided among just a few members. We ethmr argue:

P 19: High ambitions, multiple activities, manywis and a few active delegates in a network
setting will eventually ware the drivers out. Thébhhus has to make sure that the undertakings
match the number of drivers and active delegates

P 21: A mix of roles in RSNs is important as itimégntribute to the creation of balance within
the network.

In the Forest network there were fewer but more powerful dragons dueh#r tsub-contractor
relationships with the SMEs. These dragons wereadsing as drivers in that they promoted certain [ go matted: position:

issues of strategic importance to the developmEtitese industries. There were also drivers among | Horizontal: Center, Relative to:
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the SMEs. The number of drivers in therestnetwork was estimated by the hub to about forty pe [ ;:’i;?‘;ttfd= Font: (Default) }
cent and about fifty per cent were delegates. Thke &nd the program council made up the =P
remaining ten percent in their role as designedsdaivers. The network members’ commitment can

be regarded as high as the participation at netwwgktings increased from about fifty per cent at
network start, to sixty per cent during 2006. Thesigners, the individuals in the hub and in the
program counsil, continued to act in that role avme as the network was in constant change. New

actors with differing needs, goals and expectatimmsed the network and access to collective
resources and grants altered. In Bugestnetwork, for example, the network hub had to agpty

resources and locate new and strategic actors“packaging cooperative constellation” that was
established as a result of network activities hmRinancenetwork, the hubs had to start all over as
representatives changed and new actors joined. ddtiwities, working-groups and resource
constellations had to be adapted according to resds and new external conditions. We therefore

argue:

P 22: There is a constant need for designers infR&\network conditions change over time.
P 22: Drivers are needed to keep up network atytivi

P 23: The presences of dragons in RSNs legitimatigark participation for other
firms/organizations and facilitate the securemegrants.

P 24: A large number of delegates provide magmitiadthe network and thus facilitate the
securement of further resources.

Relationships and commitment

The members of th&inance network represented similar areas of trade andecaom related
cultural settings, thus a substantial portion o thersonnel involved were acquainted or had
relationships prior to network start. They also hsidhilar education and experiences, which
facilitated relationship development. Some repriedees from the member companies had
previously worked together, or had met at tradetimge The participants’ commitment to the
network-vision was very much in evidence during thetwork launch, as almost every local
company was represented at the different meetindsiraworking-groups. Frequent interaction in
these working-groups resulted in further relatiopstevelopment among the participants. The new
and improved relationships further inspired thes®ra as it made the interaction more joyful and
rewarding. This development thus further strengtderommitment.

In the Forestnetworksome members had relationships at network stadrdar to further promote
relationship building the network hub prioritizedangement of network-meetings during which the
participants were encouraged to present themselhes; businesses, experiences, and future
challenges. These presentations, during the fiestr yof the network operation, visualized the
member companies’ resources in a way that openefoupnutual understanding, opportunity
recognition, and relationship development. The funthermore tried to support relationship building
by arranging team-buildning activities. Relatioqsldievelopment took some time, though, as the
network members came from different industries laadl differing experiences and education. While
the initially high attendance rate decreased aweg tn theFinancenetwork, due to replacements of
hubs and representatives, it increased inRbeest network as relationships (social and business)
were established. We therefore argue:

P 25: In a network of actors from different field$ trade, a development of relationships [ rormatted: Position:
between the participants that results in collab@atis time consuming. _~" | Horizontal: Center, Relative to:
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development will be achived if the focus is on comand competitive-neutral activities.

The impact of acitivities on RSNs’ outcomes

In the Forest network there were few relationships to begin witre hub thus chose to emhasize
social activities that led to relationship develamty cooperation, and business skills. In contrast,
most of the participants of th@nancenetwork were well known to each other. They quidkirmed
working teams focusing on solving common problenmkeld to knowledge development and
domestic marketing of local competences.

The number of network meetings and the attendemzpiéncy were high in both networks during
2004 and 2005. In 2006 and 2007 fewer meetings weganized for thé=inance network as a
whole and the attendance rate at these meetingeaded. A lot of activities were, however,
organized and carried out in the three working-teadtfinally came to a point when the hub began
to worry that the network would cease to functian a unit. A business development program
encompassing all but one member was started tohgetvhole group togheter as a unit again. In
contrast, theForest network continued to give priority to activitiebke network meetings and
knowledge and information exchange, aimed at geihehe entire network. These activities were
complemented by separate coaching for SMEs aneé thusiness development programs were run.
The hub felt that the participants needed suppormrganizing activities to keep up relationship
development. We argue that:

P 27: Social activities facilitate relationship ddgpment and resource sharing between RSN
members.

P 28: A balance is needed between working in temdsgeneral network meetings.

A well reputed business development program wasmiooth networks during 2005. The programs

lasted for a year, encompassing six lunch-to-lumgtetings comprehending seminars, workshops,
lectures, discussions, team-building, counsellimgg social activities. They offered the member
companies possibilities to gain new knowledge, Xchange information and experiences through
discussions, and to develop a business plan. ABittamcenetwork was small, all but one member

participated in the program. Due to the competibetween them, they disapproved, however, of the
idea of developing and exposing business plans.program therefore came to focus on neutral,
shared objectives: education of employees, locabesion, and the initiation of a trade related
research institute.

During 2005, thd-orestnetwork’sfocus shifted from relationship building to busise®velopment

As mutual knowledge and relationships develop, gnaoyps began to form within the network, such
as a research and development unit who took onasisggnment of identifying and promoting
cooperative projects. Two business developmentrpmg started that involved twenty individuals
representing eleven network participants. In addjta marketing and sales program was arranged as
well as a coaching program directed to the netw@RK4Es. The participants chose to develop their
own businesses or ideas in the program.

According to the participants, the most valuabkulieof the business development programs was the( ormatted: position:
establishment of new relationships. The relatigmsitombined with high attendance frequency at ItjloriZ_ontal:Center, Relative to:
’ argin
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meetings caused the hub to refere to its partitipas the “heart” of the network. Even if mostiudt [ ;:’i;?‘;ttfd= Font: (Default) }
participants worked on their individual projectsey showed an eagerness to help each other out. =P

The business development programs resulted in launel development among the participants.
This, in turn, increased their absorptive capaglighen and Levinthal 1990) for further knowledge

development. The programs, furthermore, resultezbifidence, trust and relationships between the
participants. These results could be expanded timeiRSNs as the participants did not split uprafte

having completed the programs but continously auted in the network setting.

Activites promoting social exchange played an ingoarpart in the business programs but were also
arranged by both networks for all members. The dfulhe Forestnetworkexposed an awareness of
the importance of social interaction for the depebent of coordination, routines (Hakansson 1982),
trust and commitment (Morgan and Hunt 1994), nepldiyed by the hub of tHéinance network

We therefore argue

P 29: Activities promoting business informationtetge are important for actors learning to
know each others’ businesses.

P 30: Activities promoting social exhange are ofnoast importance for actors learning to know
each other as individuals, but also for promotingdavelopment of trust, beneficial for
cooperation and business exchange.

P 31: Activities like the business development g are successful in developing
relationships and commitment as they provide oppities for frequent interaction mixing
social and business activities.

Network outcomes

During the existence of theinancenetwork, one new company has been establisheccfi&ia of
events leading to this is, however, unclear, scaitnot be presented as a result of the network
operation only, but the idea seems to have spruog fdiscussions at network meetings.
Furthermore, two tailor made courses were produeed arranged in cooperation with
representatives from the local university and ddrapecific master program at the local University
has been developed. A seminar program with staffifthe university sharing their research findings
with the member companies’ employees started s@0@y, comprising seven meetings. A new
research institute was established at the localeusity in autumn 2007. Marketing effords resulted
in a great deal of coverage, by local and natipneds as well as by trade magazines and the member
companies’ internal newsletters, on the trade-umstavork constellation. The attention has created
an awareness of, and interest in, the quality-etihgngrowth process in the region. Thimance
network’s participants succeeded to attract then#iin of their peers. This was, for instance,
displayed when, after a newspaper article tellmgtale of the network, one of the network members
were contacted by a superior at their head-offagdng ‘we are in, aren't we”. According to the
representatives, the network activities have imftgsl decision making in the companies in a way
that has encouraged management to relocate partisewf business operations to the networks
hometown. The hub estimates the effect to appraeiyb0 new jobs in the region.

The business development programs provided theonktmembers with pedagogical methods and
support with regard to business development. Thagrpms also initiated further relationship

building process amongst the actors. This is likelyhave improved the member companies” [ rormatted: Position:
willingness to adapt to a networking mindset (Laatw Liliefors et al. 1998). New relationships’ | Horizontal: Center, Relative to:
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have been established between participants inrmtthiorks. In thé=orestnetwork some companies [ ;:’i;?‘;ttfd= Font: (Default) }
have started to cooperate businesswise, while egehand cooperation in tHeinance network =P
mainly concerns common objectives.

In the Forest network, new products, prototypes and servicee Haen developed especially by
those who joined the business development progr@&mes.company has been created, due to one of
the network actor’s existing operations hiving d@it. least four of the companies have engaged in
contractual businesse®thers have formalized their cooperation in a nesedraining program,
including twelve doctoral students, that has beartesl at the local university. According to théhu

of the Forestnetwork, approximately 70 new jobs had been geeera the member organizations
during the first two years of the network. As ire finance network, it is however not possible to
show that it was all due to the network operation.

Conclusions and managerial implications, M|
The impact of initial conditions

The study exposed that the initial goals, set dutime design phase in order to g&imance
resources for network establishment, during theragfmnal phase often need to be adapted to the
network members” expectations and requirementsghss their representatives’ personal needs.

MI 1: Goals have to be set at different times, at diffetevels, and for different purposes. They have
to be compatible while still satisfying regionalnadgnds, the members” demands, as well as the
representatives’ personal demands.

Clearly defined goals, personal and business cglatermulated by the network participants
themselves at the start of the network operatioreieund to be beneficial for network outcome.

MI 2: Management needs to keep track of membercéaqiens and needs, in order to include these
in the goal-setting process, and to continuousbluate goals and be open to changes.

Participants in a network of competitive actors mpagfit from sharing common, non-competitieve
goals, while participants in a network of completaeyn actors may gain from developing their
company specific projects togheter with other nekwazctors.

MI 3: The hub and the financers should be conscious dimutcompetitive or complementary actor
assemblies will function when designing a netward setting its goals.

Another finding was that a large and/or prominersimber will function as a magnet, legitimizing
network participation and attracting other actorthie network operation for business purposes.

MI 4: It is important to try to find and involve a largad prominent actor during the design phase
and to utilize these actors” networks, for examgib-contractors, in order to recruit network
members.

A further findingis that commonly perceived threats, supportingfitndings of Doz et al (2000pr
lack of opportunities to gain vital information,eastrong incentives for enrolling in a network
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MI 5: When designing RSN, it is important to iifgrand utilize threats that might spur network [ Formatted: Font: (Default) }
cooperation Arial, 8 pt

Access to joint resources facilitates the appointntd a hub and thus practical arrangements like
meetings, crucial for promotion of interaction amelationship building between actors not
previously related. Thus, the number of participgtactors should be regarded in propotion to the
resources available to the hub. Hubs in RSNs dfter@ a project related part-time position thatlast
one to two years only, but continuity in the hubsiion is crucial as new hubs may have less
legitimacy, be less trusted, and thus negativélgcatommitment among the network members.

MI 6: RSNs are in need of resources for employing a duintextent that allows full attention on
the assignment during the design and operationalsph Resources are also needed for frequent
arrangements during the first years of the operalophase as continuity of meetings promotes
relationship development and cooperation.

The impact of activites on outcome

Alongside the function of contributing to busine&velopment, the business development programs
were found to hasten the process of inspiring demite and fostering relationships between the
participants.

MI 7: Structured activities, like the business depment programs, related to the participants’
personal or business related development, will ezredficiency to the network operation.

In summary, these RSN-initiatives resulted in fefeghip development between several of their
participants. The relationships are still mainlyao$ocial character but some steps towards business
relationships have been taken and in some casdsebsgelationships have been established. The
business approach is, not surprisingly, most prooed in the Fiber network, but results of a
business nature were also achieved in Fiance network as business operations have been
relocated to the region. The RSN initiatives hdwesthad an impact on the structure of the business
network as a whole.

It can thus be added to the IMP discussion thajdoic” relationships, regarded as important by the
actors themselves, may develop even in “createttihgs and that RSN initiatives thus will change
the business network. The results are, howeverdinetted, nor forseen. They develop as a result of
the provision of opportunities for interaction ahé members’ own decisions to act on opportunities
they come to recognize. The outcome is thus “odjamiit the probability that relationships will
develop between actors in a particular regiongseased by means of RSNs.

A complexity when discussing RSN outcomes is thasitive results for an individual or a
firm/organisation may turn out to be negative fbe tregion. For instance if a firm, through
information exchange with network members, leamms to outsource production, or even move the
whole business to other regions in order to deergasduction costs. Such acts may increase the
firm’s revenue but will decrease employment oppoties and tax incomes in the region.
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