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RESOURCE USE IN DIFFERENT ECONOMIC SYSTEM
A network approach

Introduction

One of the classical assumptions in economicsas rifsources are homogenous to their charactethahd
they are given. Several scholars in marketing (Alde, 1965) and management (Penrose, 1959; Barney,
1986) have discussed and criticized this assump#itso economists like Alchian and Demsetz (1972&) a
Williamson (1975, 1985) have approached the resocwacept from a different angle than departinghftbe

idea that resources are perfect homogeneous. Mhghirst proponent of a more sophisticated de@nitof
resources was Hayek (1936; 1945), who tackledtdps by discussing how knowledge was created, used
and diffused in different economic systems. Higg¢amwas the Soviet planned economy, which at iha t
was only in its cradle, having been launched inethe of the 1920s by Stalin.

Following the idea that resources are heterogentotieir nature, | analyse in this paper analy®s h
resources are used within and between firms irewdifft economic systems. Two theoretical school® hav
more than others made resource heterogeneity itopthiat of departure and this is the resource-tidbeory
of the firm and the network perspective. Both theswhasize the dynamics of resource use and | foetes
on two activities, planning of the use and the cioinly of resources, and on how knowledge is createt
used for these purposes.

The paper is organised in the following way. | star given a background through a description ef th
institutional environment in a planned economy, chhis followed by a discussion of the resource eph
accordance with the resource-based theory and @hgork perspective. The method section presents the
research setting, the data collection and how thedoncepts were observed. After that, the papethau
light on the resource use in the planned econorhighwis also the first empirical part of the papene first
section introduces the focal product and after, ttied paper reports how the resource use in thenpth
economy was done. The institutional changes impbfta the resource use, which took place durirefitst
half of the 1990s, are after that presented. T section discusses resource use in the trangtonomy.
Before the final discussion, the case is analymadrms of resource uses in different economicesyst

The institutional environment in the planned econorg”

The institutional framework regulating the resouuse was centrally fixed prices and costs, qualitind
standards, a taut and centralized planning coveximgpst the whole economy and separation of change
development of technology, on the one hand, andemmgntation and deployment of the new technology, o
the other hand. Prices were the Soviet economylynased as control mechanisms. They were stable and
fixed by GOSKOMTSEN and the firms could not affélsem. Prices did only play a passive role in the
economy and existed mainly for accounting, cordwal measurement purposes. Prices on products efere s
on cost-plus basis and included profits, turnosees and handling charges. They were aimed to cover
average costs in each branch of the economy. Tieation was that each firm should be self-financed.
Standards and qualities on products were reguidiexnigh the use of GOST, which was a governmental
standard. There were no incentives to produce pited a higher quality level than stated in GOBdcause

the price was regulated and an increase in quaiityld just induce higher costs. Furthermore, if tinm
manufactured products of higher quality, this wondd affect the wellbeing for the firm. On the athand,

the buyer could reject products not meeting thadsieds set by GOST. Rejections were deducted fram t
firm’s production and could lead to failure by tyer to fulfil its plan. Despite GOST, the firmiem had to
give priority to the production of quantity at tegpense of quality.

A number of governmental organizations existedarafel to firms. Their task was to plan the use of
the resource in the economy. Over 20 State conwsitédd other agencies with ministerial status aresive
for some specific aspect of the economy. For itgaGOSPLAN had the task of developing a genesat pl
and the methods and means to implement it while &0 was responsible for the physical distributain
products and controlled the fulfilment of the BarfGOSPLAN did the planning all the way down to the
production level, but it was the ministries thatilthe actual executive power and made the plangsdoh
firm concrete. The ministries had extensive powgarding the distribution of resources and theipii$g to
exert one’s influence over this was limited. Chamges linear in the planned economy. Planning, $&agc
and finding new technologies were the authorittask and using them the firms’ task. Thus, reseama$
usually isolated from practise. The formal reseaxold development were performed by the Academy of

“The following section is based on Berliner (19jcson (1991) and Nove (1984).
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Science, the ministries or state committees andreia®te from problems the firms experienced andstmo
important, from the economic consequences of the tezhnology. New technology was based on the
conviction that: "central planners know what netal$e done” and the innovation process on the idea
perfect knowledge existed and that the those wlammad change also perfectly knew how the new
technology should be used and the consequencesingf this. The main innovative function of the fimas

to implement the innovations commanded from théaities. This also meat the both user and thelgrpp
were resistant to new technologies as the useedsneere not incorporated into design and oftemthwe
technology did not fit his needs.

Resource heterogeneity and two theories

The branch within the strategic management liteeatalled the resource-based view of the firm, $oon
internal processes and competences as a souraampfetitive advantage (i.e. Barney 1991, Grant 1991)
Resource-based theory initially evolved to offeratternative explanation of the long-term differesén firm
profitability that cannot be attributed to varidtyilin industry conditions (Peteraf, 1993). Withhis research
tradition, sustainable competitive advantage idchilg a function of internally developing and cailing
unique combination of resources. The strengthreaurce combination has its roots in the factrbsdurces
are difficult to imitate (Dierickx & Cool, 1989; Am& Schoemaker, 1993; Peteraf, 1993; Barney, 1991)
replicate (Dierickx & Cool, 1989; Grant, 1991), stitute (Dierickx & Cool 1989; Peteraf 1993), ananisfer
(Grant, 1991) without loosing value. The firm iscarding to this tradition, specialized in using riesources
to the extent that holding its resources within fin@ is perceived as more efficient than combinthgm
through market interaction (Peteraf, 1993). Thisg af resources takes place within the boundafigseo
firm and from that follows that the use of resogregplains the profitability and competitive adweaye of the
firm. Any kind of positive result, like growth, piig increased market share, etc, that is exteymaibduced is
rather seen as a result of luck (Barney, 1986 erslipity (Denrell, Fang & Winter, 2003).

Researchers from the IMP-tradition emphasise thpoitance of long-term relationships that are
embedded in an industrial network (Hakansson & 8tzlh995). Relationships are connected to each othe
a structure, a network (Anderson, Hakansson andniaim, 1994), Axelsson & Easton, 1992; Hakansson &
Snehota, 1995). This means that a relationshiffestad by a larger exchange network, but is aféecting
the same network (Hakansson & Snehota 1995). Témurees that actors use to perform its activitiaageh
interfaces to other resources, and the use ofcares at one place of a network will therefore alffect the
use of another resource, controlled by an acta dgifferent part of a network. Combining heterogerse
resources implies that the value depends on wlkatirees are combined together. Resource heterdgénei
the point of departure in the IMP tradition (Haggdlalohanson, 1982). Consequently, this researdhidra
views resource use as a network phenomenon, wleseras actors, beyond the dyadic relationship are
involved in the process (Blankenburg-Holm, Erikssmd Johanson, 1999). Accordingly use of resousces
important sequences in the production processdasinial network. Moreover, in the process, notyahle
buyer and seller are active, but also firms withallthe buyer and seller are indirectly connected t

Resource-based theory Network perspective

Unit of analysis
Theoretical
ambition

The role of the
focal firm

The role of other
firms

Key assumption
Source of
competitiveness

Temporal
orientation

View on Value

Firm
Normative

Set of connected firms andtienships
Descriptive

It internally develops It both sells and buys, but is also active in
combination of resources technology development with other firms
Customers and supplies are Firms are locked-in in a set of relationships
absent; competitors’ with other firms, which can be customers,
profitability is implicitly suppliers and competitors
interesting

Resource heterogeneity witiHResource heterogeneity
the firm
Development and exploitationPosition in the network
of capabilities
Essentially dynamic; learning Interplay between dynamics and structure
and capability building as
structure developmental
processes

Focus on where and how value Bo#ation and realisation are activities
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is created (within the firm) andn the value production process and both
less focus on how value is  buyer and supplier are active as well as
realised other firms

Table 1. A review of the resource-based view aedMP perspective.

The resource-based view and the network perspelstige their reasoning on the assumption that ressur
are heterogeneous, with a common reference in BeBrg1959) seminal work. An important difference
between the perspectives is that they have diffawait of analysis, the network school taking theadic
exchange relationship and the network of connefitets and relationships as the unit of analysisilevthe
resource-based view have the single firm as itaidodhis has certainly implications for how firm’'s
performance is approached and understood. Withrra perspective, as in the resource-based view,
performance stems from the resources deployed antiofied internally. With a network perspectivaet
resources combined and used in the dyadic reldtipras well as the use of resources in relatioccotmected
relationships in the network are of interest.

Method section

The setting

The setting for this analysis is a printing houppgrafiya, and its customers and suppliers. Tipbga is an
old firm, which existed already before the Russiawolution. It is located to the City of Novgorodda
formally its owner was the regional district adrsimation, which was the reason why the most impbrta
products produced until the beginning of the 198@se forms and the local newspapers. Forms cotestitu
the most important product Tipografiya produced soldl from the middle of the 1980s until 2000. Mast
majority of the forms Tipografiya printed were faohe regional branches of the Soviet Post Office
Administration. The forms were standardised in &wh quality of the paper, size, and layout and red
change over the years. Approximately 60 differgpes of forms existed for the Post Office and Tipdiga
used to print ten types of forms, while other prigthouses printed the remainder.

Data collection

The data collection combined two temporal approag¢heonard-Barton, 1990). While the period 1987-6199
was studied in retrospect, the data collectiortHerperiod 1996—2000 was conducted in real timeed kvays

of collecting data were used in this study: Dirgloservation, documentary sources and interviewB|€T2). |
followed the work at the printing house and spdioigather five weeks at the firm. | had completefiom to
follow the work, to study the building and the gmuient, and to have short conversations with thel@raps.
The direct observation confirmed and strengtheneshymof the observations made through interviews.
Documentary sources were used for the period 1988)20wing to the fact that all older documents had
been destroyed in the middle of the 1990s whemtheagement thought they were obsolete and of no use
Altogether 35 interviews were conducted. The intamg were conducted by the author in Russian goetta
recorded. The interviews were arranged betweere8dsr 1996 and June 2000 and took between 30 reinute
and 2 hours.

1987-1993 1994-1996 1996-2000
35 interviews were made with 11 empleyeach of them being
directly or indirectly involved in the productiori fmrms for the
Post Offices. The interviews covered the wholegokestudied.
Annual reports, statistics and other types
of internal documents not older than from
1994 were used.

Interviews

Documentary sources

Direct
observation of
the  production
process was
made re-currently
in real time from
September 1996
to June 2000.

Table 2 Summary of the data collection Retrospec Real time
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Observing the key concepts

Production of forms is usually a standardised égtand the result is a standardised product. Tiradity of

the product is stable and predictable and the mtomtushould be repetitive. Resources in termsapiep and
inks do usually not change quickly and the machim& equipment deployed are also the same. Congdquen
the focal product is form and the concepts of kmalge use, planning of use and resource combining ha
been observed by studying the production of formiipbgrafiya. The resources in focus were the mahi
and equipment, the physical facilities at Tipografi the raw material and the component used in the
production process and finally the gradually transied product, which in the end could be calledifor

Case part | —resource use in the planned economy

The vast majority of the forms Tipografiya printe@re for the regional branches of the Soviet Pd&t®©
Administration. The forms were standardised in giwh quality of the paper, size, and layout and roid
change over the years. As the production was stdisgéal, Tipografiya did not have to do that often.
Production started when one employee at the plath pnoduction department gave the production
specification to the printing shops and was alspaeasible for that the production took place aciogydo
timetable. After production, the accounting deparinwrote a pass and gave it to the store for Heds
products. Tipografiya was not involved in the plgsidistribution

Before the forms were printed, the composition roprapared the matrices, which were used in
production of forms. Composition preceded the prqntand was done by production of printing blocks i
lead. This was done manually. The composition reems a large and demanding part of Tipografiya and i
was the most intensive and lively department atbdgipfiya. It worked in two shifts. In parallel the
composition the right quality and quantity of thegpr that was going to be used in production wapagred.
Paper was stored in a special stockroom, where eomgloyee worked. She reported to the accounting
department and she made the calculation and esimat the paper used in production. She also tibek
paper to the printing shop.

The forms were printed almost exclusively on théefeprinting presses as they were usually
standardised and did not require any adaptationssbmetimes, in the end of the 1980s, on the ffse
machines. The relief printing shop was situatediypan the first floor, but there was also a rooithva few
printing presses on the ground floor. Altogethépografiya had eight relief printing presses, whigd been
supplied before 1986.

After the forms were printed, they were cut in Buokbindery and taken to the stock room for finéshe
products. It consisted of paper cutters without poter programming and equipment for bookbinderye Th
equipment was exclusively from a producer in thedifie. The forms were then taken to the stockrosliied
products, which was located to the first floor. @meployee managed the stock of finished products.

In order to print the forms Tipografiya was supglizvith paper, inks and material needed for
composition. Writing paper was the standard usedpfoduction of forms and it was mainly eitheAO
Bumaga Arkhangelsk or Syktyvkarskiy TBK, which supplied the writing paper. The most tragisibsupplier of
inks wasTorzhorskiy Zavod Krasok, located in the neighbouring district of Kalinimkich in the 1990s
changed its name back to TveBoligrafresursy had supplied matrices arieningradskiy Shriftoliteyny
Zavod lead over a long period.

Resource use in the production process in the plaed economy

Tipografiya printed forms for the Soviet Post Admtration over the whole period.
Lensvyazsnabkomplektatsiya (LSSK) was the organization for all the regionahriches of the Post Office
Administration in the Soviet Union and the allooatiof forms was governed by LSSK. The forms were
annually depicted in the Ministry of Transport a@@mmunication’s catalogue. The regional branches
specified the volumes of each type of form for teening year and sent it to LSSK. Tipografiya washa
beginning of the year, allocated production plapd 8SK, which specified products and quantitieg there
planned to be produced. The plan also includeapramd salaries. It was the plan and productioartiepnt,
which received the plan from LSSK. They had alsstm® direct contacts with the customers and tiesgn
paid them a visit. After the plan order was recejve note of production was taken to the papeestdrere
the paper was prepared and brought to compositiom.r The order receiver also gave the specificatiche
printing shop. In parallel, the accounting departtreceived the money, controlled the payments,venade

a pass that was given to the store for finishedywts.

Putting products in production
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Printing forms can be viewed as a process of semsewhere resources were used different combirgatlbn
was LSSK, which provided paper. It sent plan orderthe paper and pulp kombinats, which speciffesl t
quality and quantity of paper supposed to be sagpb Tipografiya. There was a constant shortagepér;
Tipografiya had to be satisfied if they had a suéint quantity of paper. This meant that it prefdrto receive
as large quantities as possible and to keep thestoick for long periods. It fell on the paper andpp
kombinats to secure the transport of the papeilinTuaually did this and Tipografiya received theo@aa
couple of days after the supplier had called Tipfiga and informed that the paper was on its way.
Tipografiya paid LSSK and not the supplier for {mper immediately the paper had been delivered. The
paper was put in the stockroom for paper and Kepetuntil it was time to start production. Tipdgra had

to produce the decided quantity, but could this mieavas convenient, but by the quarter allocateer athe
year.

Paper was the most important product for Tipogeafik critical moment in the production of forms
was between the deliveries of the paper, its gyalitlumes supplied and physical facilities at Tpafiya.
The suppliers produced paper in lines with the guwental standard. They handled the transportatbich
usually was made by train, and Tipografiya receitleel paper a couple of days after notice of dejiver
Tipografiya could not influence the time of deliyeiThe paper quality was decided by LSSK and preduc
by a paper and pulp kombinates, but used in pramudly Tipografiya and subsequently used in thet pos
offices all over the Soviet Union. The latter twadhno possibilities to influence the quality of treper. The
volumes supplied was also decided by LSSK, buhaetwas a constant shortage and Tipografiya digano
for the paper, it preferred to have as big stocgagfer as possible. The paper and pulp kombinasesried to
supply according to plan orders from LSSK; neith86K, the paper and pulp kombinates nor the pdisiesf
had any knowledge about the stockroom for papdriigrafiya. Tipografiya could not influence quglit
quantity, transportation, or supplier, but the esgpkes had over times learned identify the diffeesnin
quality between the paper from the various supgli@nd how to use them in production.

Altogether this often resulted in situations wherere were either too big volumes of paper in stick
Tipografiya or too little in stock. Having too lgt meant that Tipografiya could not start produttihen it
was time, while having too much paper, which waswvad as strength by Tipografiya, meant that theepap
was piled in a room where the temperature and htymibuld not be regulated. When taken to the felie
printing shop for production the paper was theefgually yellow, instead of white, and wavy, whiirhtly
affected how inks, stereotypes and printing pressewcombined and secondly affected the relatiosship
between Tipografiya and the post offices.

The organization of the composition was very mubb same to organization of paper. When
Tipografiya needed material for composition, it hadurn to KPI (Komitet po pechat i informatsiihich
was a committe at Oblispolkom (the District Admtrasion), which had responsibility and dealt widisues
related to the printing industry and mass medial Kiade centralised inquiries and was completely
responsible for the supply of consumables suchles and stereotypes, but the goods were delivdiredt
from the producers. Tipografiya often had to wagyally for a long time even though they had alyeseht
the money. KPI actually had a small stock of vasiaronsumables, for instance, it received inks and
Tipografiya collected ink from this stock. Howeveéhe common was that KPI:s inquiries were sent to
Moscow, turned into production orders, and disteduto the producers. Although there was a shortdige
these consumables as well, they were not so viileees paper. They could easily be kept in stockfite a
long time without loosing in quality. The consunegblised in the composition were kept in stock riigtie
composition room.

A critical resource both for composition and pmgtiwas the employees involved in the production. It
was not unusual that there was a shortage of sthith partly influenced the quality of the formgrped and
partly meant that Tipografiya sometimes had diffies in producing on time. It even happened that
Tipografiya invited typesetters from other printinguses.

Combining the supplies just discussed, inks, madriand paper, and machines and equipment like
printing presses together with human resources mpdeting forms. Oblispolkom (the District
Administration) was the formal owner of TipografiyEhe only role Oblispolkom played, as owner, wiemw
it allocated resources for investment. These dmtssivere tied to political priorities or centratiséecisions
made in Moscow. However, it was KPI, which finangkd investment in new equipment like, for instance
printing machines. Tipografiya had no possibilifysaving any money for investments in the futunece all
profit was transferred to the government as taxes.

Deliveries were made in trains and containers énsédime way. Tipografiya concluded agreements with
the railway. At the beginning of each month, Tigdgra gave the railway information about volumes an
destinations and the railway required Tipografigdulfil the timetable. After that, the containetgre sent
away and the plan and production department wiateirtvoice and sent it by mail. The regional brasch
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paid immediately when they received the invoice i@y were almost never late with the payment. Ne at
Tipografiya knew what happened to the forms afterythad left the stockroom for finished products.
However, the Post Office Administration did not Bany complaints about Tipografiya.

In the price for the forms, only expenses in teohghysical work carried out by Tipografiya were
included; thus expenses for inks and paper, bobghTipografiya, were not included. The Post Office
Administration paid LSSK for them. Tipografiya wpaid when the products were produced not when they
were delivered, and no credit was given.

Institutional changes and resource use

When the dismantling of the Soviet economic plagrpstem began around 1990, Typografiya was faging
period of transition. Four main changes in the eoun planning system occurred: Change of corporate
governance, change to market governance, abotifientry barriers and liberalisation of foreigndea

Change of corporate governance

In 1992 Russia began a big scale privatisatiormbst the whole economy, but already, before 1hi4,991,
Tipografiya had been transformed into a leasingpanmy. Two years later, in 1993, Tipografiya became
joint stock company and the employees acquiredstbeks from the state, which meant that the Distric
Administration through KPI not longer controlled camwned Tipografiya. In parallel, the majority of
Tipografiya's customers and suppliers were alsegtided.

Change to market governance

In parallel with the change of corporate governaecenomic plans and planning authorities were dighad
and the prices liberalised. In Tipografiya’'s cabés meant that LSSK and KPI gradually played a krgtical
role for how forms were produced. Initially LSSKnged as an intermediary, Tipografiya then had tg pa
LSSK for its services, but, in 1994, Tipografiyargeved that LSSK's importance for the relationsivgs
negligible and it terminated the contacts with LS8kd started to do business directly with the negjio
branches of the Post Office Administration. Thisdeat possible to reassess the exchange partnbish w
resulted in a widespread dissolution of businekgioaships. During the transition period, the tielaships
with the regional branches changed both in termshfmes sold and the character of the relatiorsship

Abalition of entry barriers

The abolition of entry barriers meant that morenfirappeared in the market and a more complex staict
with greater competition evolved. This was also tlase for Tipografiya. Several new suppliers of, fo
instance, paper, entered the market, while, at,lea® printing shop appeared in Novgorod. Alsmtiner
regions, printing shops appeared. For instaf@ex from Nizhny Novgorod was a trading company,
appeared in the middle of the 1990s and attractedrder of Tipografiya’'s old customers.

Liberalisation of foreign trade

The liberalization of foreign trade started alreadyl987 when foreign firms were permitted to erte
market by forming joint ventures with Soviet firm&t the same time almost 100 Soviet organizatioegew
aloud to export and import. Something, which utitén, had been completely controlled by the Migist
foreign trade. The liberalization continued theteafwhen foreign firms could begin to found thaivn joint
stock company. The 1990s also meant that Russiars fivith some exception could begin to export and
import. In Tipografiya’'s case this resulted in npvoducts like, for instance, ink entered the markétw
foreign suppliers of equipment and products becactige in Russia around 1995.

Case part Il - resource use in the transition ecormy
In 1995 Tipografiya still concluded agreements wath out of 75 regional branches. The forms weié sti
depicted annually in the Ministry of Transport addmmunication’s catalogue and no one could infleenc
their design. The layout of the forms had not cleahgince 1992, but during 1997-98 there were sonadl s
changes: the logotype and the organisation name replaced. However, at Tipografiya, the productdn
forms was still regarded as simple and standardiz®d a technical point of view, even though thenfs
were the most profitable products. After LSSK hashppeared, Tipografiya negotiated a contract with
branches once a year. Tipografiya distributed adstalised contract, where the price was stipulatethe
regional branches. If they intended using Tipogeafas a supplier for the following year, they spedi
signed, and returned the contract

In 1996 the plan and production department, but paled, production and finance department, was
still in charge of reception of orders, preparatainprice lists, control of production times, ingwig, and
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follow-up of price calculation. However, in 1997pbgrafiya re-organised the activities related todpiction

of forms to the regional branches of the Post @ffdministration. The responsibility of all the regal
branches was moved to the newly founded businegse¢cevhich worked out the orders and gave thethdo
composition room and the printing shops. It alsonitawed the production and registered incoming and
outgoing orders, prepared invoices and receivegalyenents. The business centre was located orroed
floor and had its entrance from the street.

Putting products in production in the transition economy

The fact that LSSK from 1994 did not govern thatiehships with the regional branches of the Pd&t®©
Administration meant that Tipografiya and the Padininistration’s offices were given the freedondircide
how to coordinate the production of forms. Writipgper quality was still used, but around 1995 Tipbga
began to print the forms on a cheaper, lower quajipe of writing paper. This measure was aimed at
lowering the price, which was welcomed by the congrs. Paper remained the most important product
bought, as the costs of paper were approximatel978f the current assets. Moreover, the qualityhef
paper determined to a great extent the qualithefforms. Earlier all the kombinats produced inoadance
with governmental standards, but most of them atwaed the standards during the 1990s. However, when
Tipografiya began to buy writing paper, quality wad an explicit part of the strategy, but it beeamore
and more important. Instead, Tipografiya paid aooattention to price as it preferred to find ttieeapest
paper available in the market and to buy big volsimehich resulted in the same situation as durimg t
planned economy, but for new reasons; a big constaok and that much of the forms were printedvany

and yellow paper. Moreover, a big stock was stdlmed as strength, especially when the paper wawdftor

a low price. The paper was still stored in the lstoom for paper and kept there until it was takerthe
printing shop.

Despite decreasing production volumes, Tipograsiylabought wagons of paper and used the railways
for the deliveries. In the beginning of the periddyografiya continued to buy from the same komtspa
which had already been supplying it in the planeednomy, but in the middle of the 1990s a changgmime
when several intermediaries entered the markety Tfiered lower prices than the producers of wgtin
papers and Tipografiya began to buy from them atbief buying directly from the producers. In 1986
intermediaries had taken over almost everythingnftbe paper and pulp kombinats. Tipografiya bought
writing paper fromNevskaya Bumaga. Nevskaya Bumaga was able to cut the costs ansegoently the
price. An additional big advantage was that NevakBymaga did not require prepayment. But, although
Tipografiya could now decide qualities and quaaitit still meant the same producers of the wripager
and the same qualities.

When volumes of produced forms decreased, Tipggrafioved the production from the relief printing
shop to the offset equipment, although small ordessz sometimes relief printed. The first offsetcimae
had been delivered already in 1977, but it had hessd solely for production of other products. Witles
institutional changes began, Tipografiya had eaffget machines. The reason why the productionmasged
to the offset machines was partly higher qualityt mainly, due to the fact that the small batcheslenit
more beneficiary to print the forms on the offsetgses than relief presses. Printing on the gfisstses also
meant that the composition was how made on computéie first computers had appeared already ierle
of the planned economy the first computers appeargubgrafiya bought three computers in 1991 and in
1995-1996, Tipografiya bought seven new computers.

The forms were still cut in the bookbindery by #@me equipment and taken to the room for finished
products. Tipografiya took care of the transpootanf the forms. Containers sent by train were usadake
the deliveries in the same way as during the pldmeenomy, and on some occasions deliveries wede ma
packages sent by mail. In one case, the relatipngitih the Leningrad district a driver regularickéed up the
forms. After 1992, the deliveries began to takec@lance a month, but in 1996 Tipografiya took aer
responsibility for the transportation and useaéw/ly bought van.

Besides paper, inks continued to be the biggestyets in terms of volume. Inks were stored right in
the printing shops. Tipografiya bought all the iriks the relief printing fromTorzhorskiy Zavod Krasok. A
few times a year, inks were collected by Tipogr@Byown van. The quantities of inks purchased ftiois
supplier decreased during the period from 19939@81 due to the decrease in production, but alsause
Tipografiya printed much more on the offset machkjnghich required inks produced abroad. The sugplie
were Heidelberg or Ipris in St. Petersburg. Tip@igeacontinued to buy matrices froRoligrafresursy and
sometimes fronghadrinskiy Zavod Poligraficheskikh Mashin in Kurgan. But since Tipografiya step-by-step
began to print more and more of the forms at offsesses offset plates were needed. Tipografiyghiou
them fromlpris. Poligrafresursy had supplied all plates for aglgeriod, but around 1995 was replaced by
Ipris.
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When the relationship with LSSK was terminated dredrelationship with KPI just was dissolved, the
managing director took over the responsibility thee purchasing of paper and owing to the finanmiais in
Russia his only goal was to buy the paper as chsggssible and did not let the production stdéfrfiere in
the choice of paper suppliers. Although less imgudrfor the finances, the chief engineer was ingdaf the
purchasing of consumables, neither did he listenttat the setter or printers had to tell aboutdghalities of
the consumables.

Case analysis - Resource use in different econonsigstems

Planning and combining resources

Planning the use of resources and combining thmuress are activities that are necessary for ptaxuof
forms. They can be integrated but also separdteley are integrated, planning tend to be perfariese,
both in time and space, to the physical combinihgesource, but they can also be separated, whiaet to

be the case in the planned economy. The case sti@awthe resource interaction in the was done by a
combination of authority planning performed by Kiid LSSK, planning that was performed by the plah a
production department at Tipografiya and combin@igresources like the products and facilities wefi
administrative units at Tipografiya. These effortere usually separated and took place distant feach
other and these efforts were not matched with edbhbr. Critical both for the planning and the reseu
combining was the knowledge of the actor, who peném the activity. The authority planning was ia ttase
done by two plan authorities, and their plan ordeese transformed into production orders by then @ad
production department at Tipografiya and given e tomposition room and stockroom for papers and
Tipografiya. Based on this two initial observatiaas be made.

Firgtly, this meant that the authorities governed the miten performed by the plan and production
department at Tipografiya, but also that LSSK arRl §overned the resource combining between the five
administrative units involved in the production fofms. This was especially the case in the relatigs
between the administrative units at Tipografiya @adtustomers and suppliers. However the autlesritid
not govern the relationship between the adminisgatnits, like, for instance, between the religitng
shop and the bookbindery. This is not to say thatrelationships between the administrative unisew
completely beyond the governance from the autlesritSome of them, for instance, the compositiomroo
and the stockroom for paper were influenced by plas from authorities, but they were not directly
governed by authority planning.

Secondly, the authority planning resulted in a situationeveh Tipografiya did not influence the planning
done by the authorities, which meant that the kedgk that was developed through combining of the
resources was only used internally at Tipografiyd did not influence the plans from the authoritsme of
this knowledge was used by the plan and productepartment at Tipografiya, but none of that knowéed
was given back to LSSK and KPI. An example of s the relief printing shop, which printed formdyich
only had to be cut before they could be deliveredhie customer. In the relief printing shop equiptme
(printing presses), human resources (printers) taadphysical facilities on the first or second flosere
deployed. Within the frame of the plan the relieinpng shop could choose to print whenever it was
convenient. Moreover, it had possibility to developw methods and new ways of combining the existing
resources, but the knowledge the relief printinip sleveloped was seldom used by the plan and ptioduc
department and never communicated to the LSSK d¢r KP

But, although one could claim that the resource wiskin the relief printing shop was governed by a
decentralized resource combining, it relied on ghpply of paper from the stockroom for paper, roasi
from the composition rooms and inks and it was atststrained by the fact that during the year @ teaprint
and deliver a certain volume to the bookbinderyhdéirefore seems that even though the relief pgnshop
was governed by a the production staff's combimatibthe existing resources it was also contingenthe
supply of other resources and on the fact that teadeliver a planned volume of forms. As the case
demonstrated, paper was a product that was suppliedgh a strict authority planning system, bsbahe
inks and consumables needed in the composition nwene supplied through the plan. This observation
dominated the resource combining in both the stamkrfor paper and the composition room.

These two situations, a strong authority plannmghe composition room and in the stockroom forgpap
and a planning governed by resource combining @ riddief printing shop influenced the relationships
between these three administrative units. This mdeant that in the relief printing shop the reseurse was
characterized by a use of knowledge gained thrqaghcipation in the resource combining, but, ofise,
within the frames of what was delivered and shddddelivered according to the plan. However, egigci
the composition room but also, to a smaller extd,composition room was also governed by infolanat
possessed by the plan authorities and distribatddografiya as formal production plans.
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The reason why the composition room was not comlylgilanned by the authorities was that it was
more complex and contained more resources andgarbigriation of these resources in terms of tdagibd
intangible resources than the majority of the oth@ministrative units. It also involved resourdeelithe
setters’ experience and the linotype machines, wies more difficult to plan from the outside.

Thus, this leads to théird observation, where it seems that resource thabatey planned by remote
authorities and partly governed through combinihgesources, result in a situation where there rigmow
range and low frequency of the interaction.

These observations seem to be valid in the plaecedomy, but as the two authorities disappear and
the institutional framework changes, the conditidvecame different. The case shows that the three
observations just made, step-by-step, become dbsatel much less valid. As the plan orders fromK &6d
KPI stopped coming in, Tipografiya began to mandige supply itself. In the process that followed
Tipografiya first continued, for instance, to buprh the same suppliers as during the planned ecgniom
gradually it changed suppliers or ways to buy.

As LSSK and KPI disappeared, the planning of tts®uece use at Tipografiya gradually changed. At
Tipografiya a new administrative unit, the businesster, partly aimed to manage the planning of the
relationships in relations to the regional brancheas founded. More people became involved in these
activities. Furthermore, the business center hachaée contact with the customers in order to plan t
resource use. It followed that a new type of plagnrelationship planning, emerged. The main igeu¢he
relationship planning was to match and integrageTipografiya’s and its customers’ and supplietahping
so that they fit into each other.

Integrating the planning was not only an issuehia ftelationships with customers and suppliers. The
managing director and the chief engineer now taok of the purchasing and thus both supplies oépapd
consumables were now managed by people neithetvetian the internal resource combining nor in the
relationships with the customers. One can seekiiavledge gained through resource combining s becom
more important for the planning, but there arel glidences that some of the administrative unrs a
dominated by planning performed by actors not imedlin production.

The third observation about the planned economytheatsthere was a narrow range and low frequency
of the interaction. Integration and matching betveéferent plans and planning and resource comgini
requires a more wide interaction and of a moreueed) type than was the case in the planned economy.

Knowledge use

In the interaction between various resources, dse indicated that different types of knowledgespssed by
different actors were produced and used. There theee main types of knowledge were evident incidse,
however, not always used.

The first and most obvious type was the informatistributed by the plan authorities to Tipografiya
and other firms. This type of knowledge was to agniextent based on experience about productidorofs.

It was to its character explicit and codified ahd/as communicated in a written form and it was@adown
communication. This information did not interferethe interaction of the resource, but set up thmés for
what was possible to plan and which resources whasie possible to combine. Typical was also that thi
information was almost theoretically produced dmastrelatively distant from the actual use of thsources.
Knowledge, which was produced as a result of resounteraction was seldom transformed into inforomat
and incorporated in the plan. Consequently, onddcsay that plan and resource combining were segghra
from each other.

The second and third type of knowledge is both peed locally when resources are combined and
when plans are made by those who use the resodreedirst type of locally produced knowledge can b
labeled experience gained from planning and combimésource at Tipografiya. This use-based expsgien
was closely linked to everything people did at Tidiya, however, only as long as it did not brehdé
intention of the information distributed by the plauthorities. The case did not show any strongslin
between the information distributed from the platharities and the experience used in the cooridimaif
the relationships between various units.

The third type can be called passive knowledgeveasl also a result of resource interaction, but as i
did not fall within the frames of what was permitteccording to the official plan, it could not bepkited
outside the focal interaction. Thus in oppositetloé use-based experience, which was activated, this
knowledge was passive as the formal hierarchia pbnstrained and restricted the use of this kedgé,
which was gained through resource interaction. passive knowledge was not only something that the
employees involved in composing and printing gajniedtead the passive knowledge concerned several
aspects of the daily operations. Most strikinghia tase is the passive knowledge that concernegsbarce
combining. For instance, how to combine printinggs; inks and paper in order to achieve an acdeptab

10



Abstract preview

form. But the passive knowledge could also haweotevith the planning of the resource use, thawvign to
print the forms in relation to the remaining protioic or the delivery of the paper from the papegudiers.
Finally, the passive knowledge that could not bedusas a result of the relation between planningsefand
resource combining in the interactions. Since aitth@lanning was so dominant in Tipografiya, passi
knowledge also tended to be big. A lot of knowledge not used outside the context where it had gader

Changing ways of using resources through new kraydencreased the uncertainty perceived. This
was the case both for Tipografiya as a whole andh® six administrative units. The only change thas
welcomed by, for instance, by the stockroom forguaywas a change that made plan fulfilment easier to
achieve. Thus, change forced the firm to learnchlimcreased the uncertainty and the possibilitiafire.
Therefore, the firm tried to avoid changes. Théefgbrinting shops could more freely learn by doig
example of this was, of course, how people in #lefr printing shop learned how to use a paper feom
specific supplier in combination with a specifiégnping press and specific type of ink.

This observation did not exclude the fact that vittlials at Tipografiya learned more when they
combined resources, but it showed that this knogdadas mostly related to their own administrating as
wide and high frequent interaction took place betweesources within the unit and not between ulttits.
might even have been the case, that the admimigtranits strived to minimize the interaction thHarpwas
not compatible with the use.

The movement to a new economic system meant a eharthe use of knowledge. As LSSK and KPI
disappeared there was no room for codified infoimmain the form of plan orders. This was partlylesed
by written contracts, price lists, product spe@ifion etc. exchanged between Tipografiya and ipplgers
and customers, but still it differed from the pladneconomy as they were usually accompanied by
negotiations and both formal and informal inforraatexchange. Moreover, the new codified informatias
not as definitive as the plan orders used to beatt to some extent negotiable and subject to @sang

This was, in turn, a consequence of the emergehogationship planning and integration of resource
combining in and between the administrative unks. the codified plan information gradually lost its
importance, experience gained from planning andbioimg resources became more important both for how
resources were combined and how this was plann€gbagrafiya and in its relationships with custosyand
suppliers. Thus, in parallel to the codified infation losing its importance, the passive knowledgeld be
used in a larger extent than before. Some of tksipa knowledge, especially about the resource tongb
in the administrative units, was activated and u$&is does not mean that the passive knowledgelebety
disappeared. For instance, supply of paper anducmsisle was managed by the managing director and the
chief engineer, and although they did not havelmtkground in the printing industry they prefertesnake
all their decisions without taking advise from fieople in the six administrative units. Thus, oae say that
much knowledge about how to combine paper andimitse production of paper was still was passive.

Interaction

The case demonstrated that much of the resourcewied in the production were characterized by
something that can be called decentralized resotwogbining. This concerned, for instance, the ptalsi
facilities, machines and equipment and human ressuwhere the resources were combined and atdibita
rather independently from the plan authorities. Bug observation was not valid for consumablesicivh
were coordinated by the authority planning syst&éhis meant that every combination of resourceschwhi
consisted of, on the one hand, physical facilitteachines and equipment or human resources, antheon
other hand, consumables like paper or ink, was etswsisting of knowledge related to both planning a
combining resources. In a relationship between, iftstance two administrative units, where strict
decentralized combining met strict authority plagnia situation, we tended to see, besides resource
interaction with a narrow range and a low frequemegources, which did not fit into each other arre
there were few attempts to adapt the resourceleircombination. Finally, owing to the collision Wween
governance through authority planning and goveradncdecentralized resource combining there wese fe
mutual adaptations.

In the case, this was evident in the relationslatwben the stockroom for paper and the relief imint
shop. The stockroom received paper through thenpignsystem and could not influence volumes, price,
quality, supplier etc. The relief printing shop, e other hand, could be viewed as a place, wéeveral
resources were combined in order to print the foimghe relief printing shop the staff had relativ big
room of maneuver and could chose how to combinewsiuconsumables with facilities like printing pses.

The misfit in this interaction was a result of tlaet that the stockroom either had to store toomuc
paper or too little paper in relation to the relmfnting shop’s needs, which, in turn, meant timat forms
were either printed on yellow and wavy paper ontaid too late. This was not a deliberate decidbon,a
consequence of the collision of authority plannamgl decentralized resource combining. This misfitld

11



Abstract preview

have been solved through mutual adaptation of@éleurces used in the interaction but as the stookmaf
the paper was hierarchical planned it could noluarfce the volumes or qualities of the paper. k& th
stockroom other resources like, for instance, humesources or the physical facilities, which wesssl
strictly planned, could be replaced, but that wawtl change the supply of the paper. It seemestlyiirthere
was difficult to achieve compatibility between awtlty planning and the resource combining in the
interaction, and, secondly, that there was diffi¢albring fit about resources and to make adapiat the
interaction, where authority planning and deceiztedl resource combining collided.

The misfit between the resources used in the iciera where authority planning met resource
combining, but it seemed that learning in the aadker took place within each separate unit and less
related to the interaction. It is even so, thatrthgow range and low frequency of interaction mapl@ weak
foundation for mutual adaptations. An additionahstoaint was that the authority planning estabtishbat to
learn based on completely different conditions thla@ conditions which were a result of the resource
combining in the interaction.

The authority planning did not permit flexibilitiput was instead simple and taut to its nature.cAlgn
the a weak authority planning of the combining loé tresource opened up for interaction between the
resources within each administrative unit and aebigwment of new ways of combining resources, the
stiffness of the authority planning meant a narrawge and low intensity of the resource interactibms
division of interaction of the resources also mehat on-going interaction between resource anciiamge
of the interaction between the resources were atgmijrthat is changes were initiated and made wiitho
taking resource interaction into consideration. Tdughority planning’s dominance over the resource
combining meant that most changes occurred asseqgaence of planning and were not a result of coimipi
resources. Altogether this meant that the stataraction either changed in minimal steps, whi¢hegitook
place within the frames of what the planning petaditor were huge and as such a consequence ofagidnt
planned steps.

As observed the transition to a market economy maachange of planning how to use resources,
expansion of the resource interaction, which, imtuesulted in activisation of the passive knowkedn the
previous section relationship planning was takemragxample of this. It seems that this changé tiosk
place within the administrative units. More attentwas paid to the combination of products andifes
within the administrative units, which required tthlae passive knowledge about this was activatediak
also necessary that the authority planning wasisiiel.

The second phase in this process was when theaorelhips between administrative units within
Tipografiya, like, for instance, the relief pringishop and the composition room started to intexdapt their
use of resources to each other.

The third phase, which just started in the endchefdase concerned relationships between firm$ielset
relationships two firms’ resource combining met amddually began to interact. In order to managenth
firms begin to perform relationship planning, whiaiturn required that the authority planning eé®unded
and passive knowledge was activated.

Discussion

The case covers the period from the middle of ®#0% up to the new millennium and follows the pssce
from a planned economy, through the transitiongqaeto something that could be a market economys Thi
process in terms of knowledge use, planning ofue of resources, combining of resources and dieareic
the resource use is summarized in Table 3. It stsmwge significant characteristics of the threeesyst but
also the changes of use of resources that take.pléts could be described as four movements wioibdw

a specific logic, but these movements are also-netated and do not take place in isolation fraateother.

The most striking observation on production andwrdge use concerns the fact that all three systems
tend to produce codified information, passive kremigle and experience from combining resources,hatt t
these three types of knowledge are differently ugdee codified information in terms of plans loase
importance during the transition and its importaisdastead replaced by the experience gained flamming
and combining of resources. In parallel, the pas&nowledge, which tends to be so big in the pldnne
economy, is activated during the transition. Thisvement does not imply that codified informatiordan
passive knowledge does not exist in a market ecgnbut that their role is different.

Planning how to use resources is a necessarytgdtivany economic system, but it seems that it has
different characteristics in the three economidesys. The planned economy, means, of course, aaialt
extensive authority planning, which during the siion period disappears and is replaced by firms
developing their own planning function and thatythgerform the planning in house, however, without
relations to other firms in the economy. But amfjslanning without relations to other firms sometgmwesult
in mismatch of production times, qualities, delivéimes, etc. The firms in a market economy steystep
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introduce planning of resource, which is inter4etha This relationship planning bridges two firmmgernal
planning of resource use, which, in turn, is linkediow resources are combined. An important acgssary
aspect of this movement is the transformation ef plassive knowledge into experience from combining
resources. Bridging firm planning requires expaseefrom both planning and resource combining.

Planned economy Transition economy Market economy

Knowledge Codified information in Information in terms of Locally produced
use terms of plans plans disappears knowledge tends to
A lot of passive Passive knowledge is be more extensively
knowledge is produced activated used and less passive.
Little experience from Experience becomes criticalCodified information
resource combining is for both planning and for planning have lost
used combining resources much of its
importance
Planning of Authority planning Authority planning Firm’s planning is
the resource dominates disappears linked to other firms’
use Firms’ internal planning Firms develop internal planning
is weakly developed  planning Relationship planning
emerges
Resource  Resource combining is Resource combining and Special functions and
combining  separated from planningplanning tend to integrate activities are

Resource combining had\s experience becomes
minor effects on
knowledge use and
planning importance
Character of Narrow interaction and Interaction expands and

interaction

developed to link

more important combining planning and
resources also increases itsresource combining

Wide interaction and
matching of

poor matching adaptations grow
resources

Table 3 Summary of resource use in different econsystems

Consequently, the planned economy means that ussaidrce is characterized by a separation of pigrof
use from combining of resources. Moreover, the ggpee gained from combining resources is not used
the planning. However, as the authority planningissnantled, planning is decentralized to the fiwhjch
means that combining of resources and planning teridtegrate. This integration means that expegen
becomes more important, which, in turn, leads &t the combining of resource increases its impogan
Moreover, this integration does not take place imaauum. The case indicates that special functaom
activities are developed to link planning and reseicombining.

The planned economy means that owing to the bignrelof passive knowledge and that the experience
IS not used, the authority planning and the sejaraif planning and resource combining tend to maan
narrow interaction and poor matching of resourdast, as firms develop internal planning and passive
knowledge is transformed into experience from piagnand combining of resources as the resource
interaction expand. But, the expanding interactiequires changes of the knowledge use. Both passive
knowledge and codified information loose much @iitimportance and instead experience from planaidy
combining becomes critical. This new type of plawgntould be called relationship planning, wherengir
jointly plan how to use the resources. The devekgnof relationship planning is accompanied by
appearance of special functions and activitiesckhin turn, is needed a wider resource interactind a
matching of resources.
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