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Abstract

The aim of the paper is to present a critical nevaé the rather scattered literature on network and
relational capabilities. Extant studies on relaionalliance and network capability and their

theoretical foundations are discussed. A summaihefelements of which the various frameworks
have been constructed is presented. Drawing on ¢bigclusions for future relational and network

conceptualizations are made.
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Network scholars seem to agree that networkinglilifyais one of the core competences of firms
(e.g. Ritter, Wilkinson and Johnston, 2004; Sivadad Dwyer, 2000; Walter, Auer and Ritter,
2006). Yet only a few studies to date (Ritter, 1989vari, 2006) have focused on conceptualising
network capability. However, relational capabiktiée.g. Jarratt, 2004; Johnson and Sohi, 2003;
Lorenzoni and Lipparini, 1999) and alliance captbg (Kale, Dyer and Singh, 2002; Draulans,
deMan and Volberda, 2003; Lambe, Spekman and H@@2; Spekman, Isabella and MacAvoy,
2000) have been analysed more often. In additiomesscholars have identified the capabilities
needed in managing strategic nets (e.g. Moéller &inda, 1999; Mdller & Svahn, 2003, Mdller,
Rajala and Svahn, 2005).

We argue that in order to further develop the fraomi of network capability, we first need to
carefully analyse the extant conceptualisationstaed premises. Hence the aim of our paper is to
present a critical review of the rather scattergtdture on network and relational capability, and
suggest directions for future research.

We start with introducing the extant studies ararttheoretical foundations. Then we move along to
analyse the levels the conceptualizations have besle. We continue by presenting the elements or
factors of which the reviewed frameworks have beamstructed. We close by discussing the main
issues that ought to taken into consideration faréustudies.

The concepts used in extant studies and their thestical foundations
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The studies included in this review were categarinéo three groups (see Tables 1-3): (1) relationa
capability and related concepts, (2) alliance cdipaland related concepts, (3) network competence
and other related studies in capabilities by IMPosars. As relationships construct nets and
networks, the frameworks on relational competenee ralevant: they include those capabilities
needed in constructing close collaborative arrareggswith other firms. Alliances have similar
kinds of characteristics as network relationshipsst between partners, mutual adaptation, and the
development of the relationship is perceived aganing process. Thus the alliance capability
frameworks are applicable as well when developingunderstanding on the network competence
concept.

One of the striking features of the extant literatan relational, alliance, and network competdaace
the wide array of concepts used to refer to theesaimenomenon (see Tables 1-3) due to the
different theoretical foundations the reviewed sadely on. Therefore the following tables 1-3
present the main theoretical backgrounds of eaalystMost of the reviewed studies explicated the
main theories or literature on which the concepis the frameworks are based on. However, there
are some more empirically-oriented studies wheeerdviewers had to make assumptions of the
theoretical background on the basis of the referdist

Sudies on relational capability and related concepts

The first table on the next page introduces thdistuon relational capability. Eight of the revesiv
eleven studies refer to the focal phenomenon of stively as “a capability” or “capabilities”.
However, there seems to be no agreement on thé exacept, nor agreement on whether it is a
question ofa capability (Lorenzoni and Lipparini, 1999: relational capailBlomqvist and Levy,
2004: collaboration capability; Jarratt, 2004: tielaship management capability; Johnsen and Ford,
2006: interaction capability) aapabilities (Croom and Watt, 2000; Croom, 2001: interactioedoh
capabilities; Mdller and Torrénen, 2003: relatiomalpabilities; Ling-yee and Ogunmokon, 2001:
interfirm relational capabilities).

In most of the studies mentioned above the thezaiefbundation is at least to some extent based on
the resource-based view, the knowledge-based thedahe firm, and the dynamic capability view.
The first of the studies by Lorenzoni and Lippaiit®99) argued that the capability to interact with
other companies, that is relational capability,ed@@tes the firm’s knowledge access and transfer
with relevant effects on company growth and innimegitess. Organizational learning literature has
influenced the conceptualization by Jarratt (2Cgs1yvell.

Two of the reviewed studies refer to the focal mimeanon ascompetence, either as interfirm
partnering competence (Johnson and Sohi, 2003) aelational competence (Phan, Styles and
Patterson, 2005). The theoretical backgroundsedelstudies differ from each other. While Johnson
and Sohi (2003) construct their framework of intenf partnering competence on the ideas of
organizational learning literature (Cohen and L&hah 1990; Hamel, 1991; Slater and Narver,
1995), the relational competence framework by Pagml. (2005) relies on social psychology,
relationship marketing and relationship qualiteidgture. The differences in theoretical backgrounds
are motivated by the different levels of concepaadions. Interfirm partnering competence (Johnson
and Sohi, 2003) is a firm-level concept but theattehal competence framework by Phan et al.
(2005) captures an individual-level competence. elmv, the definitions of the concepts are very
similar although the level is different. Johnsom &ohi (2003) maintain that interfirm partnering
competence refers to the ability (or capability)biald and maintain high-quality and productive
interfirm relationships — and Phan et al. (20059)pose that relational competence consists of the
characteristics of the individual that facilitateet acquisition, development and maintenance of
mutually satisfying relationships. Walter (1999xhaso conceptualized relational capability on an
individual level.
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AUTHORS

CONCEPT

THEORETICAL BACKGROUND

Lorenzoni and
Lipparini, 1999

Walter, 1999. See also Relational power sources
Walter and Gemiinden,of relationship promoters

2000

Croom and Watt, 2000 Relational capabilities

Croom, 2001

Ling-yee and
Ogunmokon, 2001

Johnson and Sohi,
2003

Moller and Torrbnen,
2003

Blomqgvist and Levy,
2004

Jarratt, 2004

Phan, Styles and
Patterson, 2005

Johnsen and Ford,
2006

Relational capability

Dyadic capability

Interfirm relational
capabilities

Interfirm partnering
competence

Relational capabilities
Networking capabilities

Collaboration capability

Relationship managementResource-based view, evolutionary

capability

Relational competence

Interaction capability

Organizational learning (Colzand
Levinthal, 1990), the knowledge-based vie¢w
of the firm (Kogut and Zander, 1992)

The relevant studies on power sources (Boje
& Whetten, 1981), characteristics of
effective marketing-oriented boundary
spanners (Crosby et al., 1990), sociologicgal
and psychological literature (Granovetter,
1985; Huston and Levinger, 1978)

Custiesupplier literature, small-firm
networks, the concept of trust.
Customer-suppligrhture, network
literature, strategic capabilities
The resource-based view of the firm, the
knowledge-based theory of the firm, the
export channel literature.

Organizational learning literature

124

The resource-based view, dynamic
capabilities approach, supply chain
management, interaction and network
perspective

The resource-based vievgwedge-based
view, the dynamic capability view, and the
competence-based view.

economics, the resource-advantage theory,
organizational capability structures, learnipng
theory

Social psychology, relatiomstarketing,
relationship quality

The resource-based andesjrat
management literature, Leonard-Barton’s
(1992) capability framework, IMP literature

v

Table 1. Studies on relational capability andtedd concepts

2 All the references mentioned here are to be fonnalter (1999).
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Sudies on alliance capability and related concepts

Studies on alliance capability have been motivatethe fact that roughly half the alliances formed
end up failing (Kale et al., 2002), and that firare heterogeneous in their overall alliance success
rates (Kale and Singh, 2007). Dyer and Singh (198&)e among the first researchers to discuss
relational capability in the context of alliancesccording to their definition relational capability
refers to a firm’s willingness and ability to paetn The focus of the study (Dyer and Singh, 1998)
was, however, to identify the sources of interoip@tional competitive advantayje Table 2
presents all the studies on alliance capabilityanpetence included in this review.

Alliance capability frameworks (Kale et al., 2002; Draulans et alQ20Heimeriks and Duysters,
2007) are all based on evolutionary economics (eénd Winter, 1982), resource-based view (e.g.
Wernerfelt, 1984; Barney, 1991) knowledge-baseav\vaé the firm (e.g. Grant, 1996) or dynamic
capability approach (e.g. Teece, Pisano and SH8£7,), and organizational learning literature. The
research questions asked in these three studiesf aienilar type; what factors influence firms’
ability to build alliance capability (Kale et al2002), which kind of management techniques
strengthen the organization’s alliance capabilityalulans et al., 2003), how differences in sources
of alliance capabilities explain performance hejereity (Heimeriks and Duysters, 2007). Hence,
these studies emphasize the importance of idemgjfihe building blocks underlying the process of
alliance capability development. These building ckkd may be similar to the sources of
interorganizational competitive advantage in thedgtby Dyer and Singh (1998). In recent studies
(Heimeriks and Duyesters, 2007; Kale and Singh,7200 has been stressed that an alliance
capability is a higher-order resource which cossidtor is captured by learning mechanisms.

AUTHORS CONCEPT THEORETICAL BACKGROUND

Dyer and Singh, 1998  Relational capability Strateganagement literature, sources of
competitive advantage

Siwadas and Dwyer, Cooperative competency Organizational theory,

2000 Partnering capability strategic management literature

Spekman, Isabella and Alliance competence Strategic management literature

MacAvoy, 2000

Kale, Dyer and Singh, Alliance capability Evolutionary economics, the lwedge-

2002, see also Kale based view of the firm, organizational

and Singh, 2007 learning

Lambe, Spekman and Alliance competence Strategic management literature

Hunt, 2002 competence-based competition, resourcet
advantage theory

Draulans, deMan and Alliance capability Evolutionary economics, resa#iased

Volberda, 2003 view, dynamic capabilities; the study is
based on Kale et al., 2002.

Heimeriks and Alliance capability Resource-based view, organazre!

Duysters, 2007 learning, evolutionary economics

Table 2. Studies on alliance capability and szlatoncepts

Partnering capability is the concept used by Siwadas and Dwyer (2000) suiggest that partnering
capability would involve, among other things, seéleg the right partner, using appropriate
administrative mechanisms, and providing approgriastitutional support. The concealiance
competence refers to the same phenomenom: “an organizatialpidity for finding, developing and
managing alliances” (Lambe et al., 2002). The cptadizations of partnering (Siwadas and Dyer,

3 Dyer and Singh (1998) identified four potential sms of interorganizational competitive advanta@s: relation-
specific assets, (2) knowledge sharing routings¢g¢@plementary resources/capabilities, (4) efiectjovernance.
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2000) and alliance competence (Spekman et al.,;208fbe et al., 2002) are mainly based on

strategic management literature. Lambe et al. (R@@ibhasise that alliance competence is a higher
order resource that is a distinct combination,amposite, of more basic lower order resources. Thus
alliance competence should enhance the abilityiraisf to use alliances as strategic option for

pooling and deploying partner firms’ basic resoarte compete in their marketplace (Lambe et al.,

2002).

The foundations focooperative competency are established in organization theory, and thmeept
refers to the ability of interacting units (withim across firms) to adjust mutually (Siwadas aneémy
2000).

Sudies on network competence and related concepts

The pioneers in addressing the issue of networkpedemce have been Mdller and Halinen (1999)
and Ritter (1999). These frameworks rely mainlylgi® (or industrial networks) and relationship

marketing literature. The first definition on netkocompetence by Geminden and Ritter (1997:
297) is the following: “We define network competenas the resources and activities of a focal
company to generate, develop, and manage netwarkerder to take advantage of single

relationships and the network as a whole”.

AUTHORS CONCEPT THEORETICAL BACKGROUND
Mdller and Halinen,  Network management IMP, relationship marketing, supply chain
1999 capabilities management, strategic alliance literature
Ritter 1999; Ritter, Network competence IMP, relationship marketing

Wilkinson and
Johnston 2002, 2004;
Ritter and Gemunden,

2003, 2004

Mdller and Svahn, Net management Industrial networks approach, strategic

2003, see also Mdller, capabilities management, dynamic capabilities view

Rajala and Svahn,

2005

Mort and Networking capability Dynamic capability literatymainly

Weerawardena, 2006 Eisenhardt & Martin, 2000, Teece et al.,
1997, international entrepreneurship

Walter, Auer and Network capabilities Dynamic capability perspective

Ritter, 2006

Ayvari, 2006; Ayvari  Networking abilities IMP and entrepreneurial netksliterature

and Jyrama, 2007

Table 3. Studies on network competence and cetadacepts

In the table 3 there are three studies (Moller &vwdhn, 2003; Mort and Weerawardena, 2006;
Walter, Auer and Ritter, 2006) that are all basedh® dynamic capabilities literature. Hence thiéy a
use the concept of a capability or capabilitieswiteer, Moller and Svahn (2003, see also Mdéller et
al., 2005) discus:et management capabilities, Mort and Weerewardena (200@gtworking
capability, and Walter with his colleagues discusgwork capabilities. Interestingly, Mort and
Weerawardena (2006) have chosen the verb form,onkitvg, in the context of born globals, but
Walter et al. (2006) use the noun form, networkthi@ context of university spin-offs. The former
study focuses more on an individual-level (an gmeeeurial owner-manager) capability, and the
latter on a firm-level capability. The context dfet framework by Moller and his colleagues is
limited to strategic nets only, and thus the cohcémet management capabilities is appropriate. In
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the last study (Ayvari, 2006; Ayvari and JyramaQ20mentioned in the table 3 the framework of
networking abilities has its roots in industriatwerks and entrepreneurial networks literature.

A firm-level capability, the competence of a relabnship, or individual skills?

Most frameworks understand relational capabilitifaace capability and network competenceaas
firm-level capability or a firm-level competence (see Tables 4-6 in Appendix 1). This seems to be
quite obvious as most of the studies reviewed hbge theoretical backgrounds in resource-based
view and/or dynamic capability approach, and imteggic management literature focusing on the
competitive advantages of the firm.

There are two frameworks that consist of both fiewel competences and individual-level skills.
Spekman et al. (2000) have identified (1) typeallidnce competence on the firm-level, (2) business
skills needed in managing alliances and (3) kegtieaiship skills. In the similar vein Ritter (1999:
471) defines a company’s degree of network competas the degree of network management task
execution and the degree of network managementfigaaibn possessed by the people handling a
company’s relationships.

Although some of the reviewed studies rely on retethip marketing, industrial, small firms and
entrepreneurial networks literature, there are Yew considerations whether it would be possible to
conceptualise relational capability or network cetemceon the level of a relationship or a dyad in

the context of networks.

As was mentioned earlier, Dyer and Singh (1998)ppsed a relational view of competitive
advantage. In order to generate relational rentis partners of the dyad (and all the partners @& th
network) must possess complementary strategic reseand a relational capability. Relational rents
are a property of the dyad or network, and thug|ational capability of one firm is not a suffinie
condition for realizing relational rents.

The concept “cooperative competency” suggested itmadas and Dwyer (2000) is an interesting
exception in the reviewed articles. It is argueat tooperative competency is a relationship prgpert
which refers to the ability of interacting unitsi{fwn or across firms) to adjust mutually (Siwadas
and Dwyer, 2000). Cooperative competency manifetsslf through effective exchange of
information (communication) and the negotiation aedign of activities and roles (coordination). It
is manifested in trust, communication, and coorilbomaand is greater than any of these three
concepts independently (ibid). These authors sugbes a high partnering capability (i.e. a firm-
level capability) alone will not ensure high level§ cooperative competency and new product
development success which was the context of shedty.

The concept “collaboration capability” proposedBigmqvist and Levy (2004) seems to be to some
extent similar to the concept cooperative compateBollaboration capability is defined as “actor’s
capability to build and manage network relationshigased on mutual trust, communication and
commitment” (Blomqvist and Levy, 2004). Howevere lwthors maintain that collaboration concept
is a useful cross-level concept to both understamd, analyse relational interaction at different
levels: individual, team, intraorganizational amderorganizational levels. In addition they suggest
that the collaboration capability of the systenaugmented by the capabilities of its parts (ibad.,
Dyer and Singh, 1998).

Johnsen and Ford (2006) provide a relationshipispdramework of interaction capabilities with
which to evaluate a firm’s capability developmantelationships between small suppliers and large
customers. In this sense Johnsen and Ford (2066)ahew perspective on the theory of dynamic
capabilities; relationships are understood as tmeext of firm-level capability development instead
of a firm — but they retain the idea of firm-lewapabilities only.

6
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Although also Lambe, Spekman and Hunt (2000) unaedsalliance competence as a firm-level
competence they argue that in order to achieve @lmnce success joint alliance competence is
needed. A joint alliance competence is conceptehles the degree to which both partners have an
organizational ability for finding, developing anthinaging alliances. The results of the study show
that the greater the degree of joint alliance cdeme, the greater the degree of joint alliance
success (Lambe et al., 2000). These authors dchawigver, propose that an alliance itself might
have alliance competence.

The review includes three studies (Walter, 199%rPét al., 2005; Ayvéri, 2006) were relational or
network competence has been conceptualizednamdividual-level phenomenom. The network
competence framework by Ayvéri (2006) has been tcocted in the context of small and micro-
sized firms, and it is argued that the owner-manafie small firm and the firm are inseparable.
Hence the firm- and individual-level abilities ahe same.

Next we will present the elements of the frameworksewed. Short summaries of the studies are
presented in tables 4-6 in Appendix 1. Those studiere these capabilities were not the main issue,
were left out of the tables in Appendix. In theldaling we will not make the difference whether
some element is part of a relational, alliance etkmork competence framework. Due to the limited
space we will neither explicate whether some elénseproposed to be a factor playing a role in the
development of capability or whether it is suggestebe a competence or ability itself. Appendix 1
gives more specific information of the studieshis respect, too. However, we have to point out tha
quite many of the studies reviewed did not elalmthée nature of capabilities or competences. We
start with firm-level elements of the frameworkslantinue with individual-level elements.

Firm-level elements of the frameworks

The analyses of the extant literature revealedntige variety of factors or elements relational and
network competence frameworks are suggested taostaisWe have categorized them as follows:

- firm-level systems, processes, functions and tasks

- inter-firm-level systems

- personnel resources

- firm-level orientation towards collaborative arrangents

- experience

- firm-level learning capability (incl. informatiomansfer inside the firm), absorptive capacity

of the firm
- visioning capability
- ability to identify potential partners.

Firm-level systems, processes, functions and tasks. This category includes relationship management
systems (Jarratt 2004), a dedicated alliance fondtnproving internal coordination and resource
support of alliances and monitoring and evaluatiignce performance (Kale et al., 2002), control
and management processes (Heimeriks and Duyst@03)),2evaluation methods (Draulans et al.
2003), use of appropriate administrative mechanismd provision of appropriate institutional
support (Siwadas and Dwyer, 2000) and working ksgeant management and communication
system supporting the maintenance of network matiips (Méller and Térronen, 2003). Ritter and
Gemiunden (2003) included the following to the nekvmanagement tasks: a) relationship-specific
tasks: initiation, exchange, coordination, b) cradational tasks: planning, organizing, staffiagd
controlling.

Inter-firm level systems. Information systems integration has been suggedstdie an example of
relational capabilities (Moller and Torrénen, 20086ller and Svahn, 2003). Technological
interaction capability is one of the elements iteiaction capability set constructed by Johnsen and

7
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Ford (2006), and it includes integrated technicgdtems and procedures across supplier and
customer, and bilateral identification of technatad) requirements of each party. Also Lorenzoni
and Lipparini (1999) emphasize the ability to congband coordinate the technical systems of large
number of firms. Johnsen and Ford’s (2006) manabesstems integration capability includes
bilateral development of supplier's and customstractures, strategies and relationships.

Personnel resources. “Bench-depth” as a factor in alliance competenceamsethat a firm has
sufficient managerial talent with alliance relevakiils to be placed in alliance positions (Spekman
et al., 2000). Alliance manager development capghiLambe et al., 2002) and alliance training
(Draulans et al., 2003; Heimeriks and Duysters,720@ve also been included in the frameworks. In
addition some elements refer to personnel's knowlidaep understanding of the subject area,
Spekman et al., 2000), especially to qualified metbgical support personnel, personnel with team-
working skills (Méller and Torronen, 2003) and witlational skills (Walter et al., 2006).

Firmlevel orientation towards collaborative arrangements is included in two firm-level
conceptualizations: an alliance mindset is an eterakalliance competence according to Spekman
and his colleagues (2000), and Mdller and Torr6(#903) propose organization-wide relational
orientation as one of the indicators of relatioregabilities.

Experience of collaborative arrangements (Kale et al., 200@mbe et al. 2002, Draulans et al.,
2003; Jarratt, 2004) is posited to be a buildirarklof capabilities or a representation of capaédi
especially in the context of alliances.

Firm-level learning capability and absorptive capacity of the firm are one of the main elements in
relational and alliance capability development adotw to Lorenzoni and Lipparini (1999),
Spekman et al. (2000), Kale et al. (2002), JohmswhSohi (2003), Méller and Térronen (2003) and
Jarratt (2004). Heimeriks and Duysters (2007) emigkathat learning mechanisms are the building
blocks of routines which form the basis of a firmaiance capabilities. Information dissemination
on the relationships and shared interpretatiom@friformation within a firm has been identifiedeas
relevant factor in interfirm partnering competeniog Johnson and Sohi (2003), in alliance
competence by Spekman et al. (2000) and in netaapkbilities by Walter et al. (2006).

Visioning capability as a firm-level capability refers to managemenkslssand competencies in
creating valid views of networks and their potergseolution (Méller and Halinen, 1999; Méller and
Svahn, 2003). It has been proposed that the visgordapability is closely related to the
organizational learning construct and is manifested firm’s capability to systematically generate
and evaluate the information on different netwongdevant for its current and future operations
(Méller and Halinen, 1999).

Ability to identify potential partners is one of the three facets of an alliance capahgdcording to
Lambe et al. (2002). Also Siwadas and Dwyer suggest partnering capability would involve
among other things selecting the right partner.

Individual-level abilities and skills

Social competence is an essential element in individual-level conoeptations of relational,

alliance and network competence. Walter (1999)qmssa long list of social or interaction skills:
communication skills, extraversion, conflict managat skills, empathy, emotional stability, the
ability to motivate, responsibility, flexibility, edf-reflectiveness, and sense of justice. He sugges
that social competence can be considered as aometof these skills. Almost the same list of social
skills is presented by Ritter (1999) who argued tih@se abilities are the social qualifications
included in network management qualifications. $pak at al. (2000) have identified two bundles
of individual skills: key business skills needednranaging alliances and key relationship skills.

8
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These bundles include various interaction skillg.(estrategic conversation skills, collaborative
negotiation skills, an ability to collaborate irates across partners, good radar, trust buildints ski
see more in see Appendix 1.)

Also Phan et al. (2005) propose that four dimersmfirelational competence are of high importance
in international business partnerships: instrunientanpetence, intimacy, trusting ability, and
interpersonal sensitivity. Ayvari (2006) found emreneurs’ contact-seeking ability an essential
element in the bundle of abilities needed in egthlrig relationships. She argues that an ability to
take the interests of business partners into ceralidn is a fundamental ability in maintaining
relationships and nets. Her framework includesaatiills as well.

In addition to social competence Walter (1999) rdganetwork knowledge (see also Ritter, 1999,
who regards network knowledge as one of the spsciqualifications in network management

gualifications) and relationship portfolio as cahtpower sources of relationship promoters. In
Ayvari’s (2006) study these are considered as raafafions or outcomes of network competence,
rather than elements of competence.

In addition to the elements presented above, thexdactors that have been mentioned only in one
study or that are context-specific. Appendix 1 givenore detailed information on the
conceptualizations of relational and network corapee.

Discussion and conclusions

The literature analysis revealed several problesvadpects in the current literature of relatiomad a
network capability but also a number of well-fouddmnceptual frameworks and insights. Here, we
focus mainly on the critical issues concerning knwwledge of relational and network capabilities
and suggest directions for future research neededdéveloping a better integrated theory of
relational and network capabilities. The discussi®rstructured with the help of three themes:
“location and level of network capability”, “typend character of network capability”, and
“dynamics of network capability”.

Before commencing the discussion it is, howevegfulsto clarify some minor issues. The
terminological pluralism identified is partly irelant but partly denotes differences between the
underlying phenomena. For example, the use of paiance” versus “capability” terms generally
refers to a same underlying phenomenon, an aatapacity to carry out specific value activities.
The distinction is primarily due to the differingstory of the authors contributing to the resource-
based view. In the following discussion the cajiigbterm is employed. Another issue is the
relatively liberal use of the concept network caligbties, as many studies actually address a
relational or dyadic capability. In the followingie use the network capability term for brevitydan
make a distinction when it is primarily referrirma relational capability.

“Location” and “level” of network capability

Network capability as intra-organizational phenomenon. An important issue concerning the study of
network capability (NC for short) is the “locationt the capability, who are the creators and halder
of the capability and potential sub-dimensionslements. Most of the studies — either explicitty o

implicitly — take an organizational view to thisegtion. Companies or organizations are primarily
regarded as the constructors and holders of the N@s intra-organizational view is natural as the
majority of identified studies draw on the resodbesed view and its dynamic capabilities
extension, as well as on organizational learningliss, all initially organization-based schools of
thought. Depending on the view point this intraamgational NC can have a basically relational or
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dyadic character, as in the alliance capabilityists, or a network capability orientation, as ie th
studies of strategic nets.

The question how this organizational network caggl{iONC) is composed of and manifested in an
organization has received relatively scant attenti®itter and his colleagues distinguish between
individual level qualifications and organizatiorvéd competencies (Ritter, 1999; Ritter et al., 2002
2004; Ritter and Gemunden, 2003, 2004); and irstimdar vein, Spekman, Isabella and MacAvoy
(2000) distinguish individual level business andatienship skills from firm level alliance
competence. One alternative to pursue this igstieei future would be to utilize the structuralwie
of organizational capabilities espoused by GrantGrant's (1995, p.126) terms “organizational
capabilities refer to a firm's capacity to undeetak particular activity”. In this context, develogi
and coordinating relational partnerships, netwaglationships, and strategic nets. According to
Grant, capabilities range from single-task captidi(e.g. sales person's interaction skills), ugho
specialized capabilities (key account managemextiiyity-based capabilities (joint information
system development and maintenance), and broadidoat capabilities (joint brand management)
to cross-functional capabilities (e.g. alliance agement capability, interaction capability or net
management capability in the context of our study).

One should note that there is no unified view ef¢tassification, or even a definition of capalat
For the sake of simplicity, we adopt here the vaawl definition provided by Grant (1995) because it
emphasizes the embeddedness of capabilities, @frgim an individual person, through groups and
functions to organization-wide competences. Thilustrated in Figure 1.

Organizational level
network capability,
ONC

Functional and/or
group level
capabilities

Individual
skills and
abilities

Figure 1. Intra-organizational perspective to netneapability

According to this view organizational network caiigo(ONC) is “the sum” or the combination of
lower level capabilities and skill sets. Sevenagsfions follow: How is the ONC constructed from
the lower-level capabilities? Is there a gene¢Cor does it have varying dimensions or elements?
For example, Ritter, Wilkinson and Johston (2008%téd the original NetComp instrument
developed in Germany in English-speaking contexésnely among MBA students with Western
and Malaysian backgrounds. The results show tleatrtbasurement of network competence is valid
and that the same relations between network competand performance measures found in the
German research hold (idid.). However, Human (2@83fed the same scale in business-to-business
markets in South Africa, and found that the vajidift NetCompTest scale could not be confirmed.

10
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On the other hand, Méller and his colleagues seenétwork capabilities to be contingent upon the
type of the supplier-customer relationship (seelé&téhnd Torronen, 2003) or the type of strategic
net in question (Moller and Svahn, 2003; Moéller &ajala, 2007). They primarily argue that the
capability sets required are dependent on the gufatee relationship or net, and the subsequent
value-creation system and its logic that is neddeathieve the goal (Mdller et al., 2005; Mélledan
Svahn, 2006).

An interesting mediating view between generic versontingent capabilities is the idea of a
common core supplemented with a contextually camiéd — and changing — supportive set of
network capabilities. This view is not only thetizally appealing but has received empirical
support in a recent study of network brand managewcepabilities (Moilanen, 2008).

Network capability as interorganizational phenomenon. Is the network capability only an intra-
organizational phenomenon or does there exist t@noirganizational network capability, as implied
by the researchers arguing for interorganizatiemxgtnsion of learning theory (e.g. Holmqvist, 2003;
Larsson et al., 1998) and the strong interactiem\éspoused by the IMP research (Ford, Hakansson
and Johanson, 1986; Holmlund and Tornroos, 199kahkkson and Snehota, 1995). It is evident
that the development of any relational and netveagkability draws from the experiences companies
have on network relationships. As such the issunek questions that are faced in developing and
maintaining economic exchange in networks is the@®of experiences through which solutions are
crafted and capabilities developed.

It is important to reflect how interorganizatiomatwork capability(ties) (IONC) would differ from
the ONC. It seems that the IONC would be relatignspecific (Siwadas and Dwyer, 2000, see also
Lambe et al., 2002), emerging from the interorgaininal exchange and interaction as joint
solutions (structures and processes) and cultuoedodinate (manage) the relationship (see Figure
2). One would expect, according to the contingereyw, that the goals and the related task(s) that
the organizations are targeting influences theirements of the IONC. The relative “easiness” of
developing this required IONC is then influencedtby availability and quality of the ONC of the
actors.

Organizational level Organizational level
network capability T e network capability

T T T R T S
ey
e e e

. Interorganizational &
network capability,

Functional and/or
group level
capabilities

Functional and/or
group level
capabilities

ooooooooooooooooo

R

Individual
skills

Individual
skills

Actor A Actor B
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Figure 2. Interorganizational perspective to nekneapability

Does the constructed IONC, however, reside in atiogiship or will it become embedded in the
participating actors ONC? Although it is fashiolealbo talk loosely that “knowledge is in the
relationships and networks”, we contend that cdpigsi, although partly evolved and crafted as
results of interorganizational relationships amedimg with the actors.

It is suggested that the relationship specificraxtBon experience and the processual routines and
the organizational structures created “transform”otganization level network capability. Some
aspects strengthen the “generic” core of the OMN@esbuild up context specific capability — “in
these type of relationships we behave so-and-so”.

Network capability as a network level phenomenon. The next question concerns the existence of a
network level network capability (NNC). Can onestaiguish such a capability and what is its
content beyond the interorganizational level cdfghust discussed? It seems that the elements of
NCC are primarily extensions of the IONC. We sugidbs NCC should primarily be investigated
among intentionally created network organizatiooiéen called nets. Members of a net have to
create collaborative structures, e.g., joint camation directorates or forums. These may involve
complex strategic issues in terms of negotiatirggrtiles and responsibilities of the actors, incigdi
investments and risk and revenue sharing. Alsatimedination of the value activities within a net
generally involves joint creation, running and nairance of new support systems and processes.
These undertakings involve multiparty and multifimical development projects which require
specific capabilities (see e.g., de Man, 200dller et al., 2005; Méller and Svahn, 2006).

The discussed strategic net -level network capggpsilthough very demanding, does not seem to
represent a major qualitative change from the ION@s is a preliminary view, however. It may be
that dealing with a larger set of net partners witffierent roles, views and inherent ONCs makes
much higher demands on the shared or joint netwagdability of the organizations involved than
being involved in basically dyadic partnerships

Theme: the type and character of network capabiigg and their relevance in value creation

An important issue in analyzing NCs is their relatimportance for the value creation potentialrof a
organization, relationship, or a net. In a senlse,more commonplace the network governance of
business becomes the more established and widatgdkhould the NCs become. This leads to the
question, can one identify a set of ONCs, IONCs ewrgh NCCs, that have become ordinary? That
Is, capabilities which are so widely held that arigations cannot be usefully distinguished by them.

Consequently one should also be able to identify W@t are still both rare and highly relevant for
the value creation and capture of the unit examifdte evidence available from the alliance
capability studies (Draulans et al., 2003; Kalealet 2002, cf. Kale and Singh, 2007) suggest that
those firms that have been able to develop a systéafliance management capability” with
structures, processes, and trained personnel enjoych higher rate of alliance success. Similar,
case study based, evidence is available from gtcateets (Méller and Svahn, 2003; Mdller and
Rajala, 2007).

An interesting research question would be to complae type and sophistication of ONCs, IONCs
and NNCs across industries differing in their ug@artnerships, alliances, and networks and see if
this difference in the general governance modesdged manifested in different networking
capability profiles.

Another, but related aspect to the issue of theadher of network capability is to what extent the
capabilities identified in the extant literaturepmesent dynamic capabilities versus “ordinary” or
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substantive (Zahra, Sapienza and Davidsson, 208fabdities. In this context the dynamic
capabilities perspective refers to such capalslitttrough which an organization, a dyadic
partnership or a net of actors can create and résavetwork capabilities (see Zahra et al., 2086 f

more elaboration on substantive and dynamic capeb)l As pointed out by Zollo and Winter

(2002) and Zahra and George (2002), this is esdbnd question of the learning capacity of the
organization unit.

Again, one would expect to find more developed NK@&ted learning mechanisms (dynamic
capabilities) in fields that are characterized lapid technological change and “high velocity
markets”; see Zollo and Winter, 2002, and Mdlled &vahn 2003, 2006.

Theme — “Dynamics of Network Capability” — proc@esspective

The literature analysis revealed that there arensistencies and discrepancies whether certain
elements are building blocks of or constitute nekvoapability or whether they are outcomes of
network capability (e.g. network knowledge, expecE). Thus, we argue that we need much more
evidence on the processes how organizational nktwapability emerges, and how it can be
consciously developed. The process from anteceaerttsilding blocks to NC and its elements to
outcomes needs further modeling. So far only thstmecent studies on alliance capability have
focused on the process perspective: the role cdlittance learning process in alliance capabilitg a
firm-level alliance success (Heimeriks and Duyst2€97; Kale and Singh, 2007).

Organizational learning theory and studies in kremlge management, and especially their more rare
extensions to interorganizational learning provalegood starting point. Some suggestions and
insights are provided by Kogut and his colleagu€sg(t and Zander 1997; Kogut et al., 1993);
Knight (2002); and Moller and Svahn (2006). Espéciazve need much more studies on the
processes how IONC and NCC emerge.

Future research

While all the discussed aspects need more researctsuggest that more specifically we should
have more systematic knowledge on the followingess

o How does organizational network capability emergel ghrough what efforts ONC can be
systematically constructed?

The differences between ONC and interorganizatioedhork capability? Key forms of IONCs.
How IONCs emerge and through what efforts theylmasystematically constructed?

The differences between IONC and network or stiategt -level network capability? Key forms
of NCCs.

The distinction between substantive network cagadsland dynamic network capabilities.
Relationship between ONCs, IONCs, NCCs and theopednce.

Type of business specific differences in NCc.

Type of industry specific differences in NCs.

O OO

O O 0O

We hope that IMP scholars will take up the chaleengfurther exploring these issues. The results of
the studies will be of high relevance to managsmwell.
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