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ABSTRACT

Commercialization and market creation of an inniovats known to be a very demanding task. Howeaeretwork may
help a firm in the commercialization efforts. Theidy analyses how network is applied to the comrmakration of

innovations. The study contributes to both innaatimanagement and network research. The study ibescand
analyses with two cases, how the network approanhbe applied to commercialization of a radicabiwation and how
such nets can be formed. Theoretical backgrourtieotudy stems from network and innovation literat referring to
studies on industrial networks, strategic netwakd innovation networks. Results indicate that cenwmlization nets
could considered as strategic nets, marketing rietgvation nets, issue-based nets and new businetss The
dissimilarity of network actors and the multidimemal structure of the network help in creating arket for a radical
innovation. Trust, clear goal and agenda and comert to the issue indicate successfulness of swttvonk.

Furthermore the study shows that the actors irRikB network and the relations of these actors cawvdry important
also later in the commercialization stage.

Key words: innovation networks, radical innovation, commeizaion, market creation, strategic

networks, case study
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1 INTRODUCTION

Innovations and new products are increasingly agad within R&D networks. But after then — can
network approach contribute the commercializatitags, too, when innovations are commercialized and
marketed to the partners and end-users?

The transition from invention to an innovation (Boipeter, 1934) presumes both a successful product o
service launch and diffusion in the market. Invesitrin the innovation and R&D may be high but tis& of
rejection is still quite high. This makes the manmewhich the commercialization is handled impatta
However, the commercialization requires resourced also the newness of offerings creates various
challenges for the innovating firms. Innovationsvblve dramatic departures from existent productsheir
logical extensions” (Veryzer, 1998) and therefaustomers and partners in the business environreadtto
resist them (Christensen, 1997). Various reseasctey., Easingwood and Koustelos, 2000; Urban and
Hauser, 1993) have emphasized the critical roltheflaunch stage. Radical innovations can be difase
new products or services, which require considerahbnge in customer behavior, are perceived asiruff
substantially enhanced benefits, and are also tdéotmcally new (cf. Veryzer, 1998).

When companies develop new complex products formeken that is not well defined or does not exist,
traditional marketing tools are of limited use (Dheaj & Parkhe, 2006). Because of novelty, custemer
distributors, partners and other actors in ther®ss environment may find it hard to accept a nevdyrct
that significantly alters the prevailing marketusture (Christensen, 1997). Especially, in caseadical
innovations, demand, markets and delivery chanhal®e to be created. Past research (e.g. Ritter and
Geminden, 2003) indicates that networking with o#wtors provides access to complementary techivalog
knowledge and facilitate innovation R&D networkst tovercoming the technological challenges is not
enough to turn invention into innovation, i.e. taka it succeed commercially. Firms — and especsatigll
firms - may encounter problems in the commerciéiira because they lack economic and competence
resources needed to reach potential customershaydiay need collaboration with larger firms toiach
required managerial, financial marketing and distiion resources (Alvarez & Barney, 2001) and tovjate
legitimacy and reputation spill over effects foethadical innovation (cf. Teece, 1986). In this grape
suggest, that collaboration through a network malp ha firm to overcome the challenges of
commercialization phase. Network approach in tharoercialization of innovations can be crucial, sitice
network e.g. of complementary organizations camptte the innovation to the customers (Sandberg8)200
Collaboration seems to reduce the uncertaintiescagsd with radical innovations and new marketatés &
Narver, 2000). A network can provide access touess of other firms (Hakansson & Snehota, 1995), t
information, markets and technologies, and allogvftim to achieve its strategic objectives (Gulbltbhria &
Zaheer, 2000). Nowadays, innovations tend to bei#tadhnological, knowledge-intensive, and incraghi
based on solution-oriented product-service comhungt that are difficult to understand and commatac
and thus new complementary competencies, for exgarpmarketing or distribution are required (Budjer,
Auernhammer & Gomeringer, 2004).

Additionally, the emergence of radically new busméelds is increasing and this kind of businesisi$
are characterized by both technological and comalenacertainty (Moller & Svahn, 2008). When busise
moves from autonomous and simple innovations toptexnones, uncertainty increases in estimating the
potential success of an innovation. The transiéilsio increases need to mobilize a group of speelactors
to exploit the innovation and requires more suppgrsystems for the innovation to be commercializduus,
network approach linked to innovation is more angranimportant, since when innovations’ complexity
increases, firms need many competences and itspiobable that may single firm can master the sana
(Moller & Svahn 2008). Also recent finding of Rea&hd de Brentani (2008) show that proactive market
orientations and active networking and webs ofti@iahips formed ahead of competition are linkeéddy
performance of innovating firms and this facilisteeir ability to attract capital, early succesthwustomers
and technical competitive advantage.

There are also studies on collaborative marketing. (Neves, 2007) and marketing alliances (e.gh,Ric
2003) but these studies tackle the issue on momergk level without paying attention on the
commercialization of innovations and new produ8ilo et al. (2008) contemplated how a businessanktw
was intentionally developed for mobile marketingrzek though the study focused strongly on mobile
marketing it indicated that network structure agdainics play a crucial role in marketing innovation

The research of innovation networks, however, hasti;mbeen focused on R&D networks and network
studies have focused on producing and distribuéind R&D networks (e.g. Ritter & Gemunden, 2003).
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Commercialization and marketing functions of netkgohave been neglected and mentioned only briefly
(Mdller, Rajala & Svahn, 2005; Bullinger et al.,0 Mdller & Svahn 2008; Millson and Wilemon, 2008)
other words, prior network literature have not wightly addressed to commercialization stage. \&stgom
and only recently commercialization through netvgogke empirically illustrated even briefly (for exale
Partanen et al., 2008; Heikkinen et al., 2007).kkleen et al. (2007) shortly illustrate how new\dées
development net fragmented into separate nets becattors in R&D nets continued to pursue their own
commercialization goals. This research indirectynfoms that firms in innovation networks do face
particular networking challenges in commerciali@aatphase. It is therefore worth analyzing how nekwo
approach may contribute in the commercializatioasgh

Furthermore, innovation networks are mostly hightad networks, where a hub firm acts as an imtiat
and “orchestrator” (Dhanaraj and Parkhe, 2006). él@n, horizontal networking towards new offeringsl a
value generation logics are increasing (Moller &dRg 2007). We assume that network formation and
management are different in low-central horizomials. Previous research has concentrated on oadjginic
evolved networks, and intentionally developed hetge had less attention. (Moéller et al., 2005).réfare we
are focusing on the formation of commercializatiet, and especially on intentional processes tm flomv-
central nets.

Thus, this paper concentrates on how network apprdg contributing to commercialization activities
related to innovations. In the paper, we are fogusin commercialization phase of innovations aralyae
how several organizations are integrating theioweses to create markets for innovations. The dirthe
paper is to deepen understandingw network approach can be applied commercialiratf an innovation.
This paper discusses commercialization nets, tlgeals, actors, structures, formation process, and
manageability. The first section discusses how adtvapproach can be linked to commercializationwHo
commercialization nets can be defined? What netwypks can be related to commercialization nets® Th
second section describes the actors and infragteuctf commercialization nets: What kind of actarxd
resources are needed in innovation commercializatiet? What kind of structure can be? What is the
motivation and trigger to create or participat@tocommercialization net? The third section discaissgough
what kind of process commercialization nets emengare intentionally created? What kind of challesng
may emerge during formation process? After thecaktdiscussion, we move to the empirical part that
concentrates on two cases describing how firms dbaeloped radical innovations are aiming to ugsr th
network relations in the market creation. Aftensfrating the cases, analyzing and comparing tikengome
into conclusions and we are suggesting some maiaagaplications concerning what are the challenged
opportunities of network approach in commercial@at This study aims to narrow this research gagp tan
contribute to both the network and innovation mamagnt research.

2 COMMERCIALISATION NETS

2.1 Per spectives and conceptsto outline the commercialization net

The terms launch and commercialization are oftesd .&ynonymously in a connection with new product
introduction since they both refer to introductioh something new to the market, but some distimstio
between the concepts can be made (see Lehtimé&ki,e2008). The launch refers more to new product
introduction, describes a shorter activity timenfeaand is seen a planned set of marketing actvitiel the
commercialization emphasizes more the new techiedand the innovation degree (Lehtimaki et al, 8200
Commercialization can be linked to brand developgmirunch communication and organizing distribution
and services. Commercialization networks can aksdiriked to distribution networks, marketing nethsor
and reputation networks, and social networks (Zet@aRen et al., 2008).

Several concepts within network related literataesn be linked to commercialization nets. Whereas
business relations are usually perceived as dyatations e.g. between supplier and distributosguplier
and customer, the network theory sees relatiorarger entities of direct and indirect relationsnét may
refer to subnets or relationship portfolios focgson for example innovation (Ritter & Gemunden, Z00
Heikkinen et al., 2007). In this study, the comnization net concept is use to depict a grou@gabrs
participating a commercialization of an innovatimnmally or informally. Nets and networking can alse
linked to alliances.Alliance typically refers to dyadic partnershipsitlare simpler and short term in nature
than networks (Provan et al., 2007). For exampthrtelogy alliances (Awasu, 2006) can be related to
licensing agreements, marketing distribution ages@s) production and development agreements antl joi
ventures and marketing alliances (Rich, 2003).
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Various network approaches and theoretical conedipations with various methodological and thematic
emphases (for example Araujo & Easton, 1996) calinked to commercialization phase, such as indalstr
networks, innovation networks, entrepreneurshipvagts, social networks, issue-based networks, ntiaigke
networks and strategic networks.

The commercialization network can be seen as agfatte innovation networkinnovation network is
built to develop, produce and market innovation#téR & Gemiinden, 2003). However, the studies on
innovation networks often consider only R&D-netsydanetworking related to commercialization of
innovations have been mentioned only bypassing|évi& Rajala, 2007; Moller et al., 2005; Bullinger al.,
2004) and only few studies include commercializaphase when analyzing innovation networks emgiyica
(for example Heikkinen et al., 2007; Partanen ¢t28108).

There have also been innovation related tempotalwi¢h a goal to establish new technological stadsl,
such as coalitions to for the digital mobile-phaystems (e.g. GSM in Europe) (Moller, Rajala, Syahn
2005). This kind of networks can also be describetssue-based networkbat are formed because of a
specific ‘issue’, e.g. in order to influence opaaal environment or to create demand in the fu(ielo
Brito, 1999). According to Melo Brito (1999, 93)Af issue-based net constitutes a form of assoniatio
mainly based on cooperative relationships amongstr& who aim to cope with a collectively recoguize
issue by influencing the structure and evolutionthed systems to which they belong through an irsg@a
control over activities, resources and other actéstors of an issue-based network share mutualésts —
not only economic, but also social and politicakmests. The form and structure of an issue-basbslonk
can be formalized or non-formalized (Melo Brito 999.

Network relations built to commercialize an innoeatcan also be characterized asteategic netor
strategic alliance Strategic networks provide for the firms accesdnformation, resources, markets and
technologies , and allow them to achieve stratebjectives (Gulati, Nohria & Zaheer, 2000).The gofathe
strategic net is to achieve long-term competiticlvamtage and mutual benefits through increasing the
efficiency of value system or developing completabyv business concepts. For example proactive coegpa
aim to affect their position in the field already the pre-market phase of the business field ewnluby
networking and thus to accelerate the market cocistn (Moller & Rajala, 2007). Several activitiessich as
R&D, production, logistics, and marketing, can leried through the strategic net. The power inrtéecan
be centralized or decentralized and the permaneftiee net can vary from permanent and continuous t
temporal. (Méller at al., 2005; Mdéller & Svahn, Z)Qarillo, 1988). The ultimate type of strategi&tais
emerging business nets that are created becauaettre pursue radical changes in existing valséegys of
new value systems. In these nets naturally theevatiivities, ideas and actors are blurred and eaghe
typical goals of the net are to influence the enmgrdield and to create new commercial applicati¢ivislier
& Rajala, 2007).

Marketing networksare studied as strategic networks (Rocks et &5RCcollaborative marketing (e.g.
Neves, 2007) and marketing alliances (e.g. Ricl®3pOMarketing networks are used to manage product
decisions and promotional activities, to plan méngeactivities, to manage distribution, to acquirarketing
resources, to increase market knowledge and toanamkovation (Carson et al., 2004).

Social networkgan be related to all economic networks, sincéaboetworks typically precede resource
integration and networking (Larson, 1992; Partaeeal., 2008). Social networking usually needsxterd
when the innovator firm moves from offering devetamt to commercialization (Partanen et al., 2008).

2.2 Activities and tasks in the commer cialization phase

The commercialization net can contribute in laupbtlase, since actors of a commercialization net may
possess required resources and relations to barusethmercialization phase. We see that requesdurces
and occurring tasks originate firstly from featuksthe radical innovations by Rogers (1983), — elgm
complexity, trialability, relative advantage, obgaility, and compatibility. If the innovation isepeived as
difficult to use and understand, i.e. complexsihot usually adopted easily. On the other harelatiility to
test the innovation enhances its adoption, siratahility reduces customer uncertainty; trials may reinforce
an initially favorable attitude towards the inndeat or even turn negative attitudes positive (Rtdom,
1971). The innovation needs to provide new bendfitscustomers for example by delivering value to
customers (Kaplan, 1999) and by providing them weitbompletely new level of functionality (O’Connor,
1998). Customers evaluate its relative advantaggdrs, 1983) and if the benefits are not knowry tieed
to be conveyed to the potential customers (GuiltirE099). The more observable they are, the fdkter
innovation tends to be adopted. The benefits ahaavation tend to be more easily observable whew are
compatible, i.e. consistent with existing values &meliefs, with previously introduced ideas, andhwhe
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needs of potential adopters. (Rogers, 1983) Pasiiest (Beard and Easingwood, 1996; Easingwood and
Koustelos, 2000) have identified that awarenesddibgj, customer education and giving customers the
opportunity to try the innovation before buying @&mical activities for innovation success. Cusermare
required to learn about a new product and therefoséomer education is an important task; previeasarch
has shown positive relationship between customecatbn and new product success (Eng & Quaia, 2008)
Also marketing communication is important in comai@lization and new product launches and espedially
high-tech offerings is effective, if both "what” &ay and "how” to say supports the launch. Thestasce
towards new product adoption can be overcame wipiparting brands which reduce perceived risks ef th
customers and clear, uniform, synergetic messagdiseted through coordinated integrated marketing
communication channels (Chen et al., 2007). Sormovitions seem to benefit from word-of-mouth
communication (Hoeffler, 2003).

We assume that secondly, characteristics of thevator firm influence on what kind of actors and
resources are needed in the net and the formatimeegs.When technology and science based offerings
develop from offering development to commercial@at firms need large and well-known companies such
as distributors and R&D partners that are ableaacteference partners to enhance the innovatorsfirm
reputation as a credible actor in the market (Rartaet al. 2008). Dropping high profile names diiaeed
prestigious partners and mentioning relationshipth viamous people or companies help in creating
legitimacy and making the new venture familiar arddible to their key stakeholder groups (Zott and
Nguyen Huy, 2007). Established companies with goeplitation tend to create credibility also for thei
partners. Thus, we assume that in order to gaidililigy in the market especially smaller-scale onative
firms need to get large, established companidsdrcommercialization net.

To summarize, we assume that in case of innovatigmarticularly in case of radical innovations toais
and resources related to following tasks are redquin a commercialization netrust creation, credibility
establishment, awareness building, customer eduncatiial opportunities, distribution and complernaay
offerings. The challenge lies however in what kind of actdrsud be involved and how to get these actors
interested and committed to the network. This $eaésed in the following sections.

23 Theactorswith resour ces and the structur e of a commer cialization net

Thus, commercialization nets need compatible ndtvaators to play tasks related to commercialization
phase. Networlactorscan be persons, business units, firms or otheanizgtions and the interaction can be
based on business or non-business exchange (HékaRsSnehota, 1995; Ritter et al., 2004). Actorsha
innovation nets can be e.g. competitors, distrilstbuyers, consultants, suppliers, research unstitand
universities, government agencies and industrycéstsons (Ritter & Gemunden, 2003; Mdller et al008;
Bullinger et al., 2004). Hence, the commercial@matnets are assumed to be consisted of this kiagdtofs.

Resourcesof actors in commercialization net can be relatgth technical competence, knowledge,
customer knowledge, market knowledge and relatie#f. When the firm with new science-based offgs
moves towards commercialization and growth, it seespert networks within local municipalities and
universities to establish trust and expertise, dargtional wholesalers and new distribution netewarksmall
local agents, international distributors and puhblithorities, who provide information and advicehivi their
own expert area (Partanen et al., 2008).

Similarity of actors may establish trust and knalge transfer and thus also predict cooperationesscc
but too much similarity could limit the novel elente of alliances. Similarities can be addressestrategic
fit or similarities between organizations in term$§ technology, products, markets or cultures and
administrative systems (Saxton, 1997). HowevernGvatter's seminal paper (1985) illustrated how kvea
ties convey more new information. Therefore itngortant have both weak and strong ties in innowati
networks, since weak ties with different ideas apgroaches compared to strong ties with similaasdcend
approaches bring new ideas and therefore they ast potential for innovations (Méller and Svahnp@&0
Granovetter, 1985). In other words, those who afe @ make new links between previously unlinketbes
are more able to get new ideas for technology aadket development ahead of the competitions (Reddde
Brentani, 2008)

The structure of the commercialization net can consist of vettior horizontal relations or it may be
multidimensionalVertical netsare often supplier and channel nétsrizontal netscan consist of cooperative
arrangements and co-operation between competitmreXample air line alliances) that are made tuieae
market power and reach complementary resourceselkiads of nets are created when firms recoghiae t
they have products, channel relationships and ygsthat can be combined to achieve a strongerigosit
competition. (Mdller & Rajala, 2007). However, tmmmtal nets are seldom purely horizontal, and thiégn
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contain vertically positioned supplier and disttirtucompanies and are complex diagonal multifiedts r{for
example airline coalitions are linked to hotel cisaind car-rental companies) (Mdller & Rajala, 200@ller

et al., 2005) Moller and Rajala (2007) note that dgample in Achrol's network classification (1994
network types are formed around a single powerfild bompany which integrate and control the acésiti
and resources. They see however, that the numbseriabntal or diagonal value networks in technglagd
knowledge intensive industries cooperating in ortterdevelop a new technology or assemble complex
offerings is increasingviultidimensionalvalue nets are usually formed by a hub organimathat “creates its
market offer by integrating the products and sewiequired from a group of different types of digop and
channel firms” (Mdller et al., 2005, 1278).

24 The emergence and formation process of commer cialization net

Forming a commercialization net can be considessl processconsisting various phases, during which
actors sustain continual negotiation of mutual etq@ns and evaluate commitments for future adtiers,
1997). For example, Larson (1992) identified thpdmse: firstly, preconditions for exchange are st
foundation for the net is formed by reducing uraety, expectations are cleared and early cooperas
enhanced. Secondly, the conditions of dyadic watiin networks are built during a trial period whe
reciprocity and trust are created and expectatiweset, and rules and procedures, implicit anticixfegin
to form. Thirdly, actors concentrate on integratésmd control; they focus on operational integratirategic
integration and social integration. New productelegment networking as a process evolves from avease
phase — that is organizational needs, core compesdesre potential partners are identified and tadecto
exploration phase when actors need to understaridepsl needs and interconnectedness, assess ipbtent
day-to-day operations and select the structur@enttwork. In commitment phase trust is built allidnce
is implemented (Millson & Wilemon, 2008). When néwsiness field networks are emerging, in explomatio
phase of future business, parties need to firstgper and interpret emerging ideas and conceptsecwhdly
select and focus on some ideas, and this causescatscious lock-in. Later, when actors mobilize th
business, agenda need to be created and commuhib&ilier & Svahn, 2008).

Organizations are motivated to participate in neksobecause through them they may get access to
resources of other actors (Hakansson & Snehota5)198 commercialization nets, actors can pursue
resources related to technical competence, custknmvliedge, market knowledge and relations itsEffe
joining of complementary resources allows firmsfaous on one’s own resources and to utilize pastner
resources in the marketing of innovations and terafomplete solutions instead of product only (iBgker et
al., 2004). SMEs, especially, are tempted to coliate with larger organizations to achieve managyeri
financial marketing and distribution resources @kkz & Barney, 2001). Besides, collaboration hélpss to
overcome the difficulties related to internatiomation (Freeman et al., 2006). Network learningoie
positive outcome of networking, since organizatid@srn from organization around them (Provan et al.
2003). Furthermore, firms may also benefit fromilect ties; i.e. direct relation to another actdfers
indirect relation to its relations, which considayaincreases the resources available (Hakanss@nehota,
1995). The growth and increased reputation of iatiog firm can make the innovation firm an attreeti
partner for other actors in the field (Partaneal €2008).

The decision to enter into a commercializationagat be based on multiple, multilayered short- amg
term economic criteria and goals. Even though tttera may have private goals there should also be a
common goal to motivate the formation of a comnaization net (cf. Gulati, Nohria, & Zaheer, 2000he
potential goals may be according to literature teRi& Gemuinden, 2003; Ritter, Wilkinson, & Johnston
2004; Gulati et al., 2000; Bullinger et al., 2004elo Brito, 1999) the following: growth and profaccess to
new business relations access to information, kedgd and learning, access to new markets, ease of
communication and organizing activities, enhancdmémeputation and image, need for support becafise
complexity of product, access to finance, aligrstrgtegies and roadmaps, and gaining negotiatiaeipo

It is worth noting that if the network is based @y radical change from value creation perspective
goals and motivations may remain somewhat blurkethe most radical level, strategic innovationueahets
are formed with a view to creating new technologiesnew business concept and this requires complex
collaboration and learning processes, and this kihdo-operation can be difficult to specify clgarh
advance (Moller et al., 2005However, in order to construct or choose the righance, the organization
need knowledge about the future state and fordhasend-state vision after the alliance is comroisesi
(Awasu, 2006).

We also see, that motivation of the innovator fisrassumed to differ from the other commercialaati
net actors and therefore the needs and motivafipnrsued net actors need to be identified andtilated in
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order to stimulate to participate such a net.

Networking can also bring disadvantages for inniogatirms: increased capabilities and greater diier
of ideas can turn into coordination difficulties;cass to technology can turn into intellectual prop
problems, cost reduction can turn into need to shwe network projects, and access to new markets i
market opportunism and creation of 'future’ comfmesi (Millson & Wilemon, 2008).

The main streams of formation processes are ewvolry and intentionally created nets (Mdller et al.
,2005). Commercialization net formation might fefl@ne or the other path. Commercialization net aan
be seen as a continuum of the R&D network (Heikkiee al., 2007). We see that intentionally devetbpe
innovation networks are increasingly needed in cenaialization, since the innovations are more amidemn
complex and new infrastructures and groundingsirfoovation adaptation are needed. For example sfirm
need to develop relationships with political andigbactors to assist the emergence of new techiualb
paradigms and the development of new businesssfigitbller & Svahn, 2008). The nature of formation
process might affect the success of network. Hu&aRrovan (2000) studied two formally constructed
networks - one that succeeded and one that faded they found that formally constructed netwdHes do
not emerge out of previous relationships are mikadyl to fail. They also found that when network® a
formally constructed from scratch, dynamics of etioh differ from those join alliances that are g on
previous business ties.

The formation process can also be related to streigssues. The process of creating a commerdializa
net may differ depending on whether it is condudigd hub firm or equal actors. In high-centralawation
networks, hub firm can impact on network memberghipe and diversity), network structure, and nekwo
position by its strategic choice of partners (Dimapand Parkhe, 2006). Nevertheless, we assuménthaw-
central innovation networks firms widely co-operat®l monitor the competencies, ideas and actiatiesng
their potential partners, and the cooperation duigmmation should be perceived as activity ofgheup.

An initiator of the formation process is needediicsi inter-organizational relationships do not stiaeir
own, one actor have to act as an initiator (Lard®92). In innovation networks, it is usually thebhfirm
who acts asan initiator, i.e. prime mover (Dhanaraj & Parkhe, 2006). Oa tlontrary, in low-central
networks, there might be one or several initiatofer example horizontal actors without the cenpagition
or power- who are interested to cooperate. Extemigtives can aid the creation of a collaboratnetwork
through the funding creation of an infrastructi{Rrovan et al., 2003)

We assume that there are sevgmaconditionsof commercialization net formation process besitlhes
common goal identification, such as trust creatlreconditions for forming new network relations aased
on social embeddedness and trust. Trust is aalritamponent of the strategic network, particulafyovan
et al. (2003) found that although attitudes towaddlaboration may be positive, trust might still be
problematic to achieve despite increased collalmraduggesting that trust takes longer to estalilisim
many types of network ties. Therefore, pre-existgugial relations among individuals and reputationa
knowledge (personal reputations and firm reputadicare often preconditions for forming new network
relations since they create trust and mutual obdiggJarillo, 1988; Larson, 1992). Also refereneesl track-
records build credibility and trust (Salminen & N&il 2006). Trust can be generated by identifyiagmers’
motivations and by choosing the partners withgimilar values and good reputation (Dhanaraj anttea
2006; Jarillo, 1988). Social relations originatifrpm R&D relations and other business relations ban
facilitate the creation of trusting relationshipsthe commercialization phase, but in commerciabraphase
the firm needs to establish new social relatiorshiith distinguished distributors and R&D partnars
transform them into collaborative relationshipsatthieve a suitable position in the business netwahkd
social relations of firm owners and employees aaimlgreat role in this (Partanen et al., 2008)répreneurs
may use symbolic actions such as the entreprenpersnal credibility (communicated with symbolsted
to personal capability, and personal commitmenth# venture), organizational achievement (winning a
displaying industry awards) or establishing thelig®f stakeholder relationships (presenting pgisus
stakeholder and dropping high profile names) tauaegresources since they can create the legitinaacly
make the new venture familiar and credible to keyugs (Zott and Nguyen Huy, 2007). Especially, @wn
firms short history do not allow the firm to showoeg track record, and therefore such credib#iynbols
might be important when actors are pursuing newnpes and resources in to commercialization net atod
Nguyen Huy (2007) found that entrepreneurs whogoerfa variety of symbolic actions skillfully obtaic
more resources than that those who did not. Algmutaetion is generally important in collaborations,
particularly in networks where collaborations vamer time (Provan et al., 2003). Reputation isrgarnal
resource that facilitates gaining external resajrbet reputation has value to potential partnera aignal
within alliances, since it signals trustworthing¢Ssxton, 1997). Lack of trust may create free riglmblems
and lead to opportunistic behavior.
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2.5 Formation management and selection systems

Grandori and Soda (1995) note, that the selectigradners and access rules are related to theenafu
coordinated action among firms, and theedection systemgive a view to examine the intentional net
formation more deephAlso cooperation and competition may affect on fation of commercialization net.
Collaborators easily become competitors: One’saboltator at time 1 may be a competitor at time @&vghl
et al., 2005)

The features of the formation process may be diffedepending on whether the process is condugted b
hub firm or equal actors. In high-central innovatieetworks, hub firm can impact on network memhbersh
(size and diversity), network structure (densitg antonomy), and network position (centrality, sstby its
strategic choice of partners (Dhanaraj & Parkh@620In low-central innovation networks, firms wigeo-
operate and monitor the competencies, ideas aitiast among their potential partners (Bullingdrag.,
2004), and the cooperation during formation shdaddperceived as activity of group, rather than atesie
dyadic level (Melo Brito, 1999). Hasnain-Wynia dt &003) found that networks with more diverse
partnerships are perceived as less effective, shesize and heterogeneity brought managemerieogak
especially regarding coordination and communication

The manageability of networks has been subjectiterse discussion: while the resource-based view
assumes that large firms are intentionally abler&ate and control the network, the IMP-approacumags
that inter-organizational relationships cannot tetwlled by one actor because of constantly chrangets of
direct and indirect relationships (Moéller et al00B). Mdller et al. (2005) state, that even if avwek cannot
be completely managed, the management in netwdikksiss a crucial issue, since opportunities and
coordination of different kinds of networks needhdocting. The “leadership” in networks is also fdun be
linked to effectiveness of network; the “leader’saseen effective in keeping partnership focusethgks and
objectives (Hasnain-Wynia et al., 2003).

In high centrality innovation nets, where hub filsran orchestrator, it can enhance socializatioompte
knowledge mobility and ensure knowledge sharinghiwitthe network through formal and informal
communication channels. However, in small high dgmsets actorgan operate without a hub player since a
high level of interaction replaces active coordmatof a central player. (Dhanaraj & Parkhe, 20B6}his
case, the cooperation may play a key role in slogghia ‘rules of the game’ (Melo Brito, 1999), ewbough
there may still be confusion between the rolesrohestrator and other network actors. High difféetion
occurs with low centralization and as consequetitg, kind of networks are difficult to centrally @alinate
(Provan et al., 2003). In the absence of a domipsmter, organizations must agree upon standamts th
dictate how and when knowledge and information Wél shared and setting agreement requires time and
effort and cooperation among business partners $aw2006). Mdller and Rajala see (2007) that esfigci
R&D-innovation networks as new business nets cdrbaananaged by one actor alone. The actors holding
node positions connect multiple actors and actisitire motivated by reciprocal interdependenceasldee
often fuzzy and therefore there also is ambiguligud the possible cause and effect relationshipvédot
existing knowledge and the emergent knowledge-&elfdination and informal leadership is emphasized

Business relations are governed by either formahformal agreements. In strategic nets, partityldne
social dimension, reciprocity, the coherence oflgj@nd trust seem to be more important than formal
agreements (Larson, 1992; Dhanaraj & Parkhe, 2@i8ati et al., 2000). Network co-operation can be
managed through communication, decision and ndgntianechanisms, social control, common staff,
hierarchy, planning and control systems, and delestystems (Grandori and Soda, 1995).The duratidhe
net, rewards gained from the net, fundamental meaoi the net, the nature of the networked orgdioiza
planning, control, the centralization of power stithierarchies, authority, and coordination seemmfluence
on the management of innovation nets (Ojasalo, 2DBéranaj & Parkhe, 2006; Mdller et al., 2005). ath
cooperation and goals are outlined, parties neetbtoly state their assumptions, goals and expeonta also
the tacit ones, and this will call for lengthy degsaand discussion, but they should not be bypasstdd
interest of hurrying up the alliance (Awasu, 200B9llective actions seem to depend on converg¢atasts
and provided opportunities for bargaining to defihared interests (Arajo & Brito, 1997).

It is typical of networks to change in time (Haln& Tornroos, 2005). Continual change in environine
requires changes also in network structure andiaes. Especially strategic alliances are notistaince
changes in organizational environment, competitiod business dynamics still call for changes tati
alliances (Awasu, 2006). According to Gulati et(2D00), both exogenous and endogenous forces stoape
networks evolve over time. Previous relations ahdaay established network relations both enablg an
constrain further networking. Consequently, acttals be locked in to cooperate with each other aokield
out of cooperating with others. Thus, a network banseen both ‘a constraint and as an enablestiegi
relations both enable and constrain further netimgtksince actors can be locked in to cooperath egich
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other and locked out of cooperating with otherssi.af resources and time constraints enable atfirimave
only a limited number of alliances. Besides, maltiareces are monogamous and preclude the partes fr
allying with similar others either on the basiseaplicit contacts or implicit expectations of lofga{Gulati et
al., 2000). The actors hold biased assessmentswhitm they have had prior interactions and enasgl
confirming dynamic (Sorenson & Waguespack 2006)afrmship creation tends to be biased (originally
Rapoport 1963) and individuals tend to connectatdriend of a friend”, and from this raises an immfiational
effect: when meeting an already known actor, otetors have full information of the previous actiasf
others which enables individuals to better avoiddlyisks” but they have no information when meeting
random strangers (Hanaki et al., 2007). Anothezatfis a structural effect: networks are evolvirithviigh
clustering coefficients (Hanaki et al., 2007). Tdesfects are assumed to shape the future evolvevhéine
net.

Hence, we may assume that the characteristics efirthovating firm and the basic features of the
innovation and, equally, potential partners witkitlmesources and relations influence on the siracnd the
formation process of commercialization net.

3 METHODS

The empirical part of the study concentrates onpamative case study, where two commercializatide ne
are described and analyzed. A case-study strategyolhosen because it allows holistic understanding
complex phenomena that cannot be easily separabed their organizational context (cf. Yin, 1989). A
further justification for the case study approachswthat the number of innovation commercialization
processes to be studied is rather limited. In otdefacilitate the comparison rather similar casese
selected: In both cases several organizationsoanarfig a sort of issue-based net (cf. Araujo & Basti996;
Melo Brito, 2001) in order to create markets fagitlradical innovations.

The cases were the commercialization of ‘Nordic k&ed’ (specially-designed poles for fithess walling
and the commercialization of ‘Bone Health Exerdidenitor’ (a device for monitoring the level of bone
exercise) (see Table 1). The selected cases warel fim the fitness industry where global compatitie
increasing steeply and a few big firms tend to dwtd@ markets (The wellness boom, 2007). Thus, emall
firms need to constantly create innovations andketar not just new products, in order to survivecgfer,
2007; cf. Woolf, 2008). Furthermore, in productsosé ultimate aim is to increase the wellbeing aimegs
of the users it is often very challenging to exgiiccommunicate the benefits of new offerings tbe
prospective customers and partners in a credibje wa

Semi-structured interviews were used as the keyhaoebf data collection. The main data consists of
interviews of key persons of innovation firms artdev key networks actors. Altogether ten intervievese
conducted (four in Nordic Walkers case and six on® Health Exercise Monitor case). All the intevwse
were recorded and transcribed before the analygisrview data was further supplemented with numgro
telephone discussions and email correspondencenforthation obtained from public sources was coragar
to the data gathered through the interviews. Dd@adulation was also utilized; information obtainiom
public sources (newspapers, internet, and busstasistics) was compared to the data gathered ghrthe
interviews. In Newtest case the net was being fdro@ing the study and thus we were able to grasmeét
formation in a longitudinal research setting.

The analysis of the data was a continuous protessdquired repeated reading of the interview figed,
the notes and the secondary data. It involvedmetgrto the theoretical literature and to the wimvees with
additional questions. We analyzed the data frofieidint perspectives: one looking the data at thevation
management perspective and another taking a netpamdpective to the data. The combination of the tw
perspectives took place via various discussions mewkiting sessions. The emerged holistic picture
combining both innovation management and netwoekmnding commercialization nets is presented in the
next section. The two cases are described to rifitesstthe commercialization net formation procesd an
required actors with various goals, roles and cadmemts. Later, these two cases are analyzed anpaceth

4 CASES
The following two cases describe how companiestging to form a net in the commercialization of a

radical invention they created. The attention igl gimstly on focal actors and their motives, deditasks in
commercialization and the form of the network aadosidly on the formation process of nets.
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4.1 Exel and commer cialization net within Nordic Walking concept

A Finnish firmExelwas able to commercialize successfully Nordic Wialgles and in this, the network
of the firm seems to have played a crucial role.

Exel is a Finnish company specialized in designimgnufacturing and marketing composite sports
equipment and industrial applications. Exel's madgare grew steadily during the 1980s, but in1880s
the overall market for cross-country skiing equipmbegan slowly to diminish, the market situatioasw
becoming tighter and price competition tougher.b@lovarming the growing amount of leisure time #mel
increasing numbers of senior citizens created netenpial target groups and enhanced idea generation
towards walking. The idea of creating special pdhed everyone could use throughout the year ferase
purposes was born in the cooperation of three sictékel plc, The Sports Institute and The Central
Association which should considered as R&D-netwafrithe case.

Firstly, the main actors are introducethe Central Association for Recreational Sports &tdoor
Activities (later referred as Central Association) is a noofiporganization that aims at encouraging peaple’
interest in outdoor activities and sports by armaggand supporting outdoor sports and health-promgot
events. The association produces services to npatitdés, organizations, schools, societies andpzomies
and is active in organizing big sport events forsses. The third focal actor wase Sports Institute of
Finland, a sport-scientific and sport-training orientedjanization It is a centre of education, leisure and
sports that develops, produces and markets traiek@ycise and educational services in the fiefgshgsical
education and leisure for coaches, for Sports uogirs, for top-level sports and for personnel afious
firms. The resources of the focal actors were cemphtary: Exel had pole manufacturing and composite
technology know-how and the widely-known sportsnidrand could provide equipment for the new sport.
The Central Association had a non-profit image wadle connections with media and could reach the big
masses. The Sports Institute had sports-relateditsfai knowledge related to different training imeds and
contacts to experts and opinion leaders, suchaa®ets and doctors and it was eager to find a elfor
pre-emptive health care. By combining these ressuthe focal actors were able to ideate a solutian
would benefit each of them. They all worked towattls same goal: to change end-users attitude teward
sport. Each actor saw that the new sport, Nordidking, could provide a solution for their aspiratso
although these three organizations had differemkdr@unds and business logics. These actors tagethe
created Nordic Walking poles and started to comiakze them to facilitate innovation adaptation. In
general, the launch was a demanding task, sincgtidegy that was commonly used in Exel was nitdisle
for this new invention:

“In a way this was a special project for us, usyatiompanies manufacture products to fulfill a certa
demand and then market the product, talk abouteitenical properties. But in our case, we actualfd to
develop a sport, market it and invent a productifér(Senior Vice President, Exel)

The first production run was only a couple of tremg pairs. At first it seemed difficult to get evitnat
amount sold, since the retail trade did not believihe product and was not keen to take it ongir tbhelves.

“We introduced this to Finnish store executiveshying that walking with poles could become somgthi
big, as in how about if we start taking this fumhegether. They practically laughed in our facésey
thought nobody would start walking with poles!” (& Vice President, Exel)

The actors realized that it was necessary to lmgldmercialization net in order to affect directly the
customers and other relevant actors in the fielshate them want to adopt a new sport. Exel waptimeus
motor in the network. There was strong existing sodiid and trust between main actors due to the R&D-
network and therefore other actors were active ammitted also in commercialization phase. The daun
began in autumn 1997 when The Central Associatiares! to organize Pole Walking nights. Howeveg, th
biggest problem was not awareness, but gettinglpdopwvalk with poles. In order to get people toy lthe
equipment, it was necessary to get them firstytahem. Trial opportunities were combined with eatian;
people had the opportunity to try the sport ang there taught to use the poles at the mass evegasiaed
by The Central Assaociation. Exel provided theirkirad poles for loan on these occasions.

Since the organizations were not competing withheather, the atmosphere was also favorable for
cooperation and open communication. Because méonsawere already committed in R&D phase, they were
also motivated to commercialize the innovation. Alttors were able to recruit more actors to the
commercialization net and thus the net grew ewvohatiy but intentionally. Various diverse actorstsas
national sports and health associations, expertd @structorsin each countryassociations, community
fitness centers and sports clubgpanded the commercialization n&he word-of-mouth communication
between theonsumerdurther accelerated the innovation diffusion.

The recruited actors took care of various tasksashmercialization Awareness building was made by
Exel Sports, Sports Institute of Finland, Centralsdciation, media, health associations and docloust
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generation and establishing credibility was exetutsy Sports, Sports Institute of Finland, Central
Association, health associations and doctdri&al opportunities were offered by Sports Instutf Finland,
Central Association and sport associatideducation was provided by Sports Institute of FidlaCentral
Association and various sports associatidbstribution was made through traditional sport ipquent
retailers Also supporting complementary offerings started to emdéngproviders of complementary products
and services, e.g. sports apparel and fitness.cBdisntific evidence about Nordic Walking was needed
Exel financed a research which was conducted byp&omstitute, Texas, U.S.A. Furthermore, cooperati
with health associationge.g., The Rheumatism Association, The Allergy a&sthma Federation) was
utilized to convey the message that walking withepovas good for the health. Support also came from
variousdoctorswho publicly highlighted the benefits of the spd&bmments of doctors seem to have been
particularly important: There was also a massivewm of publicity in themedig which was keen to cover
‘the new strange sport’ and to show people prawidi. ‘Free’ publicity for the sport was easilyiged and
Exel has managed to make the most of this. For pkaimn 1998, a photograph of Pope John Paul Il inglk
with the poles was broadcast all over the worldewspapersActors also decided to build a sport-instructor
network. The cooperation of the sports and hea#lo@ations was sought in findiimgstructors in educating
them about the new sport, and in providing thermhwigining material and poles. The role of the @adnt
Association was pivotal in building the instructwetwork and producing the training material. Thémoek
was built quickly, since people were enthusiastiow the sport. They then lent poles to people tandht
groups how to use them and the right technique. Sparts Institute continued to introduce the sporits
visitors.

With this multidimensional evolutionary extendingnemercialization net, the innovator firm was alde t
break through:

“They had people coming in their store going ‘hgea got any Nordic Walking poles?’ and at first,rma
offered them hiking poles and the like, but it vearlout pretty well when people started insistingt tkhey
have to be Exel Nordic Walking poles’. And thendtore managers started calling us that ‘we’ve gome
people here who want to buy those Nordic Walkinggof yours, would you mind sending some, please?’
(Senior Vice President, Exel)

Demand started to grow in the winter of 1997. NoMlalkers gained commercial succegssremely fast.
Currently, foreign markets account for more thahai of Nordic Walkers’ turnover. Exel exports Nard
Walkers to almost 30 countries including e.g. Aair Germany, Japan, South Africa, United Kingdaml
USA. Exel has utilized basically the same kind @frket creation tactics in each country and NordadRivig
started to increase strongly also in other cousitparticularly in Scandinavia and in German-spegkiarts
of Europe.

4.2 Newtest and Bone Health

Newtest is a small company specialized in the dagreknt, manufacturing and sales of the human
performance testing and assessment products Igingitechnological innovations. Their inventionked to
the focal study is a small activity monitor worn e hip during daily activity, called Newtest BoBgercise
Monitor. The monitor is based on Newtest's pateritgtbvation (an accelerometer combined with a
microprocessor) secured through an award-winnimgnsfic research that the company conducted with t
University of Oulu's Faculty of Medicine and Oulie@xoness Institute. The monitor estimates and shows
whether the amount and quality of daily exercise anough to develop a bone’s density and prevent
osteoporosis. It has been known for long that tbket kkind of exercise strengthens the bones andepts
osteoporosis. Monitor is useful, because bones deetlse exercise, and body and bones adjust flpedn
only one type of exercise. On contrary to many theedre technologies, Bone Exercise Monitor is priiy
targeted to consumers, 30-50 year old women bdiagmain target group. The product was launched in
Finland in November 2005.

Newtest had formed R&D net with Oulu University addT Technical Research Centre of Finland to
develop the monitor, but they and their contacteewmt used in market creation in commercializapbase.
Instead Newtest started creating a separate coraliEation net from scratch. The idea of commeizélion
net came from two sources. Firstly, Newtest's pimaéicustomer in Japan suggested commercializatein
the networking idea could be tested in Finland ker the concept could be sold and replicatedapad.
Secondly, Newtest knew the successful Exel-caseaaméd to replicate this networking pattern andcess.
Markets for products related to wellness and heaféhincreasing and therefore there were many paken
network partners in the fields. The benefits ofrfeexercise” and need for offerings related to $msues”
were obvious but there were no markets for sucmgmenon yet. Therefore they needed to raise custome
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and other partners’ awareness and attraction t@vahe issues” and various offerings related $aes

Newtest has not had resources to create awarantss inarket in such a big scale than this kinchdfcal
innovation would have needed. Besides, the didtriisuhave not been very keen to take the new unknow
product onto their shelves. The newness of theymtad illustrated by the fact that Newtest hadreate also
a new concept ‘bone exercise’ to describe the &sethat strengthens the bones:

“We know that we have got a brilliant product. Wave scientific evidence supporting it. And thera i
market out there! We know that the need is theiis.d challenge that the need is not recognizeel stbuld
create the demand for Bone Exercise and, after, thaak through with the monitor. But we know tivat
don’t have money to do that. [...] We'd need to havextensive network for succeed.” (CEQO)

In general, business related to wellness, fitr@skness and health business is increasing, beqmagse
are more interested in their well-being and aspibygulation ages, the relevance of proactive heslte is
even more important (Longman, 2003; Pilzer, 2008gre is a large diversity of products and servitating
wellness business and offerings such as (cf. Kisgbu& Payne 2003): Health supplements, vitamins;
nutrition; personal care; personal training, hoosghcare, weight loss products and services, dietar
supplements, health care services, exercise arith lebabs; day spas, massage services, health alidess
cosmetic products, wellness tourism; wellness atmetds clothing products, wellness media, magazines
books, programmes. Not only consumers but also amediernational organizations and governments are
increasingly interested in health and wellbeingcd&@ese osteoporosis is becoming a serious heakatthr
especially in industrialized countries, the glolmabrket potential for bone-health-related productss w
expected to grow steeply in the future. In the sawajor markets (US, Japan, France, Germany, &dgin,
UK), approximately 20 % of women over the age ofyg@rs suffer from osteoporosis, while=-50 % has
osteopenia, a less severe form of disease. Exdamfile UK the combined cost of hospital and soc#ak for
patients with a hip fracture amounts are about bjllidn pounds per year that is similar to ther5, billion
that coronary heart disease costs the healthcatensyeach year. The ways to prevent the osteogoaosi
good nutrition, healthy lifestyle, and physicaligity and exercise. There is also range of drugttrent
available for osteoporosis. Thus, there was payta wide global market for the “issue” and itsuather
easy to evoke interest among the potential parareithe media:

“Sure, it interests people. Osteoporosis preveni®a very sexy topic. When we introduced the raonit

there were journalists from over 30 newspapers.i®Radd television states were there as well.” (C&O

Newtest)

In May-December 2006 Newtest ran a project fording a net that would aim at creating the market fo
products and services related to bone health. Thieqt started by for clarifying the structure gratential
actors in the net and it was funded by Oulu Inniovata municipality actor that facilitates innowati
business. The executive manager for the projectreasiited and she started to seek the potenttalsac
contact them and set up further negotiations. Tginassociation, Newtest started to recruit divensenbers
related to “bone-health”, to form a net and to twesmmarket together with supporting actors. Therging
net was named as Bone Health Association. Despiteiricreasing interest on wellness products the
commercialization was, however, very difficult, ggthe product was first of its kind.

First, the “issue” and the common goal vibasme exercisbut soon the executive manager of “bone health”
noticed that the term was too narrow and thusangled tdoone healttbecause the latter was more extensive
and holistic approach and allowed and attractedenaators to join the net. It was concluded thatriae
would aim at creating the market for products amvises related to bone health. The form of thevoek
was agreed to be a formal association with entranemnual fee, but actors suggested that therd etgp be
informal hang-around members, such as non-profba@ations related to the issue. It was believext th
through synergistic marketing promotion and knowkdharing it would be easier to raise awarenesstab
the importance of early osteoporosis preventiore €bmmon goals of net were to create a clear concep
concerning bone health, to gather research inféomadbout the topic for participating organizatiots
produce common promotional material, and to crea®& synergistic concepts that offer marketing
advantages for participating firms.

‘Bone health promotion’ as a common issue and gaal however quite radical and new. Thus this kiind o
new blurred issue and multi-industry networking #ogls the issue could be considered as an innoviasi
as the following citation illustrates:

“It is valuable and new, if we are able to combilectronics industry and food industry through tkiisd
of networking and cooperation.” (CEO of Newtest)

When the bone health was chosen to the common goalddition to obvious health care and fithess
actors, some food companies were also pursueddnnét, because milk products containing calcium
contribute to bone health.

There were several potential desired actors relatdte issue that were pursued to join in the Tike
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executive manager aimed to find synergistic velrtasad horizontal actors — from various industrieshw
synergistic products and services — who would @mppht each others on markets. Market leaders &f eac
bone health related industry or offering were pedsto the net. The initiator contacted for exanible
following actors: provider of osteoporosis diagsosguipments, private heath clinics, various sparis
health associations, sports clubs, aerobic assmtiatairy manufacturers and various food manufactuand
companies, functional food manufacturers, pharnw@ins, pharmaceutical industry actors such asucalc
manufacturers and D-vitamin manufacturers, insw@azwmpanies, and so on. Non-profit organizatiorns. (e
national osteoporosis foundations, innovation prioonoorganizations) were also considered imporsamte
they could provide more credibility for the monitand more support for the company. Since the devae
targeted at international markets it was considergubrtant to get also global firms to the net.cBitNewtest
did not have existent relations to the big inteovat! firms, it was forced to utilize its few spdra indirect
relations to get contacts with those. Danone wadithkt international company that was interesteddmmit
into the net and it also motivated others to jeinHowever, it withdrew later from the negotiaticsiace its
marketing arguments and goals were concentratightoess, not the bone health. Thus it did noteseugh
parallel strategic goals. Also actors with estdiats connections to doctors, trainers and media s@ught.
Negotiations with various complementary actors weneductedGetting the actors to commit to the net was
rather difficult, because of the newness of thejdke risks inherent in the radical innovation #mel small
size and unfamiliarity of Newtest. CEO of Newtegtd to be the promoter of the new commercializahet
convincing, recruiting and engaging potential parsrto join the commercialization net. Mostly tloatacted
actors manifested their interest and support tasthee but were not willing to join the association

“They said that it comes too soon. Today’'s businessld acts on quartile bases and rests on
[predetermined] strategies. It was... everybody waidl $10, said that this is really great, a brilliandea,
though.” (CEO of Newtest)

Some actors saw the potential of cooperation Fastexample a device rental company saw that they h
similar strategic goals with Newtest and they shat they could utilize market potential of the ntoniin
their business; they could sell and rent it folirtkastomers. This actor also noted that also sotiner joined
actors such as a private health clinic would bégeresting partner in their future business. Bseanf these
private goals this particular actor was keenly wmaigd to join the net. When the network formation
progressed, it seemed that only the smaller-saat@sawere interested to join the net. Organiziregtimgs
and negotiations with the key persons of potemtéatner organizations and convincing them provebtigo
extremely difficult. For most firms it was importato be able to trust the unknown small Finnish pany
and to know who the other actors in the net woddWhat comes to selection systems, it was alsv that
it would not have been possible to get competitmijein and stay with the same net. Thus, afteactor from
a certain industry joined in, other companies wittiie same industry were not actively approacheghch,
the creation of trust played an important rolehia &ctor recruitment.

"The main principle has been that competitors aret chosen in the net, but what actually is a
competitor and where it is? It is difficult to dedi’ (CEO of one of the recruited firms).

Besides, the design and evolvement of the commah @used challenges during the formation process.
Furthermore, it was very important to be able tognize the individual goals of each potential agtmrder
to get them motivated. The actors were interesteshbrt-time pay backs and clear private trade-@ffel
they were not willing to commit into the commonaségic goal.

“People lack vision. Firms do not dare to take gskhe bigger the firm the more it wants confirmati
before it dares to get committed.” (CEO)

Consequently, in March 2007 there was a meetingetaup the Bone Health Association. The founding
members of the association were Newtest, RochenDbsigs (provider of products and services related
medical testing), Steripolar (distributor of heattdire technologies), Suomen Terveystalo (privasdtiheare
service company), Tapiola (insurance company), &sap(provider of products and services related to
prostheses and aids), Orton Hospital (specializedreating fractures), Vitala’s Finland (wholesalgr
nutrients), and city of Oulu.

In plans was that awareness building would be tatame of by Newtest, media, health associations,
doctors, and recruited distributors of complemgnfaoducts and services. Trust generation and lestiaiyg
credibility towards the monitor and the issue wolldve been done by health associations, doctors,
distributors of complementary products and servidagal opportunities and education could have been
provided by distributors of complementary produatsl services. Distribution was taken care by phaiesa
sport equipment retailer, some departmental stamd,aid device rental service providers. Additilynan
orthopedic hospital Orton lent out equipment anagha people to use them. Supporting complementary
offering could have been provided by distributofscomplementary products and services, e.g. health
supplements and nutrition, and fitness clubs.
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Later the main challenge for the net formation teaget recruited actors to adopt active roles @rtét:

“At the moment everybody is just waiting passivaig no one knows how we should proceed and what
can be expected.” (The Executive Manager of Boredthie

Newtest was willing to give the leader’s and thenpoter’s role over to one of the big actors. Theese
various opinions on how the process should contifareexample, one actor saw that instead of aggres
recruitment process, they should have formed aldight net of already committed and socially netien
actors and later extend it. In this phase, it sthto seem that the net was a portfolio of impartantacts, not
a network. Transformation from portfolio to net wast happening smoothly and the management ofeéhe n
would have required extra efforts. As a consequeaicthis problematic process and emerged financing
problems, the net formation ceased. The productlaasched in 2005 and four years later, in spitéhef
widely recognized potential, it still has not brakérough.

5 DISCUSSION

In both cases the innovating firm faced a needréate a new market for a completely new kind of
equipment in commercialization phase. Neither egeipt was not very complex but innovations required
new patterns of behavior and attitudes among tbgpective customers and potential business partners

As stated in theory, in order to overcome the emglés in commercialization phase, both firms daide
form commercialization nets consisting of a variatf complementary actors to be employed in
commercialization tasks, such as awareness creakienefit confirmation and distribution. Actually,
awareness creation was not a problem in eitheasds; since media was employed in both casedetids to
be common interest for radical innovations, whicikes is rather easy to gain unpaid publicity femth(cf.
Sandberg, 2008): Experts and non-profit organimativould have been important in both cases, byt Bxél
succeeded to gain both profit and non-profit orgations to convince the customers of the benefithe
innovations. Distribution of the equipment and &lality of supporting complementary offerings wezso
key issues concerning commercialization.

It seems that especially the dissimilarity of netwactors and the multidimensional structure of the
network improved the promotion of the radical inaben. Nevertheless, the more heterogeneous tloesact
the more difficult it may be for them to motivateemselves joining in the network and to recogntimirtown
role in the network.

The direct and indirect relations of recruited estowolved seemed to have been very important in
commercialization stage. Furthermore, the innowatseemed more credible when its benefits were
communicated to the prospective customers by diffieractors. In successful case, the actors in
commercialization net involved divergent resouraed relations; they represented experts, meditatiec
actors (doctors), sport/fitness/wellness-relatetbrac(trainers and health associations) and putledia.
Hence, they supported commercialization through twodes: firstly, by confirming the benefits and
credibility with their distinct resources and sedign by utilizing their divergent direct relatioms order to
reach the customers or potential partners.

In both cases, the blurred new issue, common gitag@al, was challenging to gain, but in Exel’sréilo
Walking case the goal was achieved, since actors watlining and committing to the goal from thesfi
beginning. In Newtest’'s Bone Health Associationecarstead, the goal was even too blurred and riaftica
the most of pursued actors. The networking for bloealth was considered as a radical innovatiofif;itise
was radically new for pursued business actors. Thidllustrated by the following statement of a
representative of a non-profit actor:

“Is this trade policy, social policy or public hehlpolicy or not? Sure, it's like pioneering [fos’ (The
municipality related actor in Bone Health Exerchdenitor case)

The actors and formation processes of the comntizatian nets are illustrated in the Figure 2. Tigare
shows an important difference between the studiedes In Exel's Nordic Walking case the
commercialization net was built on the groundinfR&D network and therefore it was built easily diadt.
A variety of different actors was utilized in eadf the market creation tasks. Because R&D and
commercialization nets were embedded, and the raeiors of the commercialization net were already
committed to the innovation which made them keersttare their relations and to deliver benefits haf t
radical innovation. Trust already existed. In tbése, the network expanded, when new kind resowess
needed (see Figure 2). In the Newtest's Bone Aationi case instead, the commercialization net was
artificially and intentionally created without gnagding the new relations on the previous organiratier
social networks. The clear goal and trust were imiisAs consequence, the firm was not able to foetor
use its network relations effectively.

To sum up, comparison of these two cases showsnaeh Exel Sports has been able to benefit at the
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commercialization stage from the relations it tedicady during the development stage. Committedrgan
the R&D net provided contacts to other actors arehted shade of trust for the strange-looking eddic
innovation. Instead, starting from scratch was ¢bhallenging in the Newtest case: the firm did nenhdfit
from the indirect relations of its R&D partners anaas the only promoter of the new invention, whed to
recruit and engage more actors to the commercimizaet. By looking backwards, one could assuna th
having one or two of these actors involved alreaidjre development stage would have helped Newtdise
market creation.

Nordic Walkers: Bone Health Exercise M onitor:

Stage 1: R&D net Stage 1: R&D net
Health
Association
Finlang —

Dlstr|butors of
complementary
products and services

Stage 2: Commercialisation net Stage 2: Commercialisation net

Central
Association...

Figure 2 Emergence of commercialization net from R&D netwvextensions through new actor recruitment

The problems in formation process also emerge famtections systems and formation paths. In
intentionally created networks, the selection systeand network formation management are crucial, an
small quite new firm Newtest faced serious problembken it pursued the market leaders. The
commercialization net of Exel instead grew evoluidly, and therefore intentional ‘selection’ wast i so
important role. Due to this, Exel was able to sastidly commercialize its invention, instead Newsisl not
break through.

Table 1 Main differences between cases

| Bone Health — Newtest | Nordic Walking - Exel
Preconditions
Common goal, the issu¢ To get people to take care their bone hegltho get normal people to exercise easily
Bone health vs. bone exercise outdoor (with Nordic walking poles)
Common activities Marketing communication, brand, informatiorR&D, communication, education
and knowledge sharing
Initiator The innovator was the initiator No need for initiator since

commercialization continued cooperatipn
originating from R&D, however the
innovator was the motor

Actors, theform and the structure

Form Formal association + informal nets Informahjawenture

The pursued structure Horizontal-multidimensional oriontal-multidimensional

Actors with | Bone health related products and services froviarious sports and health related actors:
complementary various industries, business and non-prpfitusiness actors and non-profit actors
resources and individualactors

goals Actors were to incompatible: local municipality

actors and SMEs and global firms

The formation process

Trust and social Social relations with local actors, but no prioReputational knowledge, trust and social
relations, reputation relations with known global actors relations existed due to the prior R&D net
and facilitated the formation

Formation (intentionally Clearly intentional process, R&D andMixing intentional processes and

vs. evolutionary) and commercialization nets were separated evolutionary evolvement; R&D anfd
selection systems; lock-First phase of selection: initiator itselftommercialization nets were embedded
in and lock out negotiated

Second phase of selection: Lock in/out-effect:
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clear competitors excluded
Government, Formal association — informal discussion Informal
communication and Informal discussion how net building |s
formal/informal managed, disagreements on selection and actor
agreements, base Commitment originated from R&D net and
commitment Commitment was not achieved involvement to the topic

In sum, we suggest that challenges of commerctaizanet formation originate from various individua
goals, the mix of similarity and complementarityyrbedness of strategy and aim, uncertainty of Ipagks
and private benefits, fear that cooperation tums competition, the difference concerning the vatee of
the net (strategic net or marketing alliance), glisament of management system and uncertainty of
appropriate selection systems, lack of trust amdnoment, coordination problems stemming from mamgg
the transformation from portfolio to net, origimagi from low-centrality and the absence of the @&riub
firm.

6 CONCLUSIONSAND IMPLICATIONS

Innovation network and network research has preloiocused rather clearly on R&D nets, even though
the existence of commercialization nets has beknoadedged in some studies (e.g. Heikkinen et281Q7;
Moller and Svahn, 2008). This study contributedfdgusing explicitly on commercialization and it stex
how network approach can be applied also to commewadibn phaseThis study demonstrated how the
network approach can assist in commercializationl amarket the creation of innovation and how
commercialization net can be formed. Contributibthe study is addressed firstly to innovation raks —
by focusing on commercialization phase instead &DRetworks and secondly on innovation management
literature and commercialization literature by ey, how network approach can be applied to
commercialization. The commercialization phase wtwork perspectives appears to be more compticate
than previously believed and discussed in thedlitee. The approach helps us to understand howusri
actors are able to contribute or hinder — the sgfaklaunch of innovation and thus have importaigs in
market creation. Thirdly the study contributes malgizing network formation processes. The model and
results introduced in this research can assistareBers to understand network formation and to link
commercialization phase to innovation network egolent. They might also assist innovating firms aed
product developers in making decisions for netwuagkihat can aid successful commercialization of new
offerings. In particular, the idea of intentionatiseated nets seems to be relevant for innovatiamagement
but the problems and special features of the iitteak formation problems should be acknowledged, @ur
results provide also evidence on the different cenumalization tasks that an innovating firm neemsnaster
in order to achieve success for the innovatiorthdf commercialization net is formed by gatheringesal
horizontal and vertical business and non-businetsss the resources of the focal actors are cangaitary,
the organizations are not competing with each ot@ensequently, there might be an opportunity tim ga
competitive advantage in marketing by sharing ogpdanformation and knowledge and by conducting
common marketing activities.

Can networking approach be applied to commerciddm@ In the optimal situation and in
"commercialization net utopia” collaboration cotidppen by integrating complementary resourcesrofcse
and product providers among different kind of retaindustries and profit and non-profit organizasiavho
offer both horizontal and vertical dimensions tilftate innovation adaptation and growth. However,
commercialization concept stresses the innovatgesvpoints, and therefore motivating and committihg
potential actors with their private benefits andtiration might be difficult to achieve. Instead wee as
conclusion, that firms could use dyadic commerzaion relations and portfolios of commercializatio
relations to provide clear benefits and trade-tidfsactors who are able to contribute the commézeition.
Alternatively, innovator firms could use networkations to create markets and new business fiblaisthis
kind of networks should be built around “issues’damew business models”, not around particular
innovations. This kind of contribution is usefuhst knowledge of how to apply network approachhia t
market creation for innovations is likely to becoimereasingly important for companies. Thus, thisdg
stresses that firms need to initiate, handle aiideutr portfolio of interorganizational relationph to increase
innovation success (cf. Ritter and Gemunden, 2003)ey need to collaborate proactively in ordeciteate
new business fields (cf. Mdller et al., 2005) sattlinnovations are able to be survive in supportive
environment. As a conclusion we see, that commlezatmon net might be a paradox. Instead,
commercialization net should be considered as Hgtior of commercialization relations, or as iswesed
market creation net that does not focus on commi&ation of a particular innovation but creatingniets
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for innovations to survive.

We see that in commercialization, the innovatordseeoth similar and complementary actors. Both the
similarity and dissimilarity of net actors offerropetitive advantages. Similarity of actors can déated to
the parallelity of the goals, values, and commaiviies and the dissimilarity to the complementaof the
offerings. The dissimilarity and multidimensionglivf the network actors may improve marketing amel t
commercialization of the radical innovation by ofifig several kinds of thematic support and, fotanse,
non-profit organizations and associations can offere objective shades in marketifignetworks consisting
of dissimilar or multidimensional actors, new kinfl networking and business ideas across industaes
occur (Moéller & Svahn, 2006). It has been acknogtstithat both the ideation and development of ehdic
innovations often require co-operation across itvgiusorders; by combining knowledge and know-howandr
different branches firms may be able to create slomg truly new (cf. Medici-effect, Johansson 20@éd
this study illustrated that this kind of radicalop@ration can concern the commercialization phase, Thus
it might be valuable to gather different types ofoas, and distant actors as well, to gain newhfideas or
totally new relations through the net. However,difersity and dissimilarity of actors increase, the
manageability and communication of actors will eeomore complicated. Different size of actors or
different kind of strategic orientations might tumio problems in network formation. For examplagke
players are not willing to form horizontal nets lwémaller-scale actors, if these actors do not effdear pay
back and advantages with low ridkie existence of complementary resources amoranadi partners is not
enough to guarantee alliance success: insteadpimpining complementary resources, firms create new,
idiosyncratic resources that create competitiveaathge and explain alliance success. (Wittmanh 2088).
Especially horizontal networking seems to be pnolaliec and vertical networking seems to be easier fo
firms, especially for SMEs (cf. Rocks et al., 2Q0R)e distinction between competitors and co-opesatas
emphasized in commercialization nets within thisdgtand therefore the risk of co-operators turriimg
competitors calls for more research. This studynsibthat there are plenty of possibilities how haonital
firms could be linked in marketing issues, butl stilarketing networks are less well used for acqgiri
marketing resources, planning marketing activitiearketing innovation or for increasing market kiexge
(cf. Gilmore et al. 2004).

The study also stresses that combination of ewslaty and intentional formation processes might be
advantageous when commercialization nets are ctebbe relations of the actors in the R&D netwaak be
very important also in the commercialization stdgecause they build trust, credibility and commitint
the commercialization. It is thus suggested thaeaech should not treat R&D nets and commerciabizat
nets separately, but rather see that the develdpofi@mmercialization activities and networkingais on-
going activity that starts already from the R&D pbaThus, combinations of evolutionary and intaralo
creation processes indicate the success of formptimcess and commercialization.

The results of the study seem to emphasize thertanpze of a common goal and parallel individuallgoa
of network actors. In order to be motivated, patdrartners need clear goals and private motinagind
clear trade-offs and direct and indirect short-temmd long-term monetary rewards, especially if otetors
do not see the co-operation as a strategic. Therenbe of goals is important, but the more divehse
network is, the more difficult is to achieve effget coherence between private goals. Since radical
innovations may bring in considerable return orestinent, it is assumingly rather easy to evokertezest
in potential partners. This study also confirmedieafindings of Human & Provan (2000) suggestihgt
network sustainment depended on adopting strategintation and support in the early stages ofudian. A
clear agenda and collective activities can supalbmetwork members, but there can still be disagrents
regarding to what kind of actors and activitiessup an individual actor (such as the focal innowvdirm)
and the net as a whole. The actors are committeithei commercialization task fits with actors’ natu
activities and potential activities, strategy andgsibess model. Trust comes first, especially whes t
emerging business ideas are vague, roles are nadeéind activities are blurred. The more radical an
strategic thinking the networking requires from fine, the more trust is required.

Innovations and innovating firms face resistanad, dommercialization net actors can execute various
tasks that are required in order to make the inthmvasucceed in the markets. Important tasks s@ch a
awareness building, education and trials requseures, and this study indicates that the comaleraiion
net can help considerably in these tasks. The siofoa commercialization net can take care of vari@asks
ranging from the awareness building to the custoeducation. Moreover, these relations may create
something that may not be bought in any price &atimay be particularly important for radical inatens:
credibility and trustworthiness. Thus, we see thatdissimilarity of network actors and the mukiginsional
structure of the network foster the commercial@atof the radical innovation, because differentoect
playing different tasks are better able to complaneach other.

The Evaluation and Generalisability and Limitations
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The generalisability of these results is limitecedo the context specificity and embeddedness df ea
particular network. The two cases can not be cldine represent all industries or firms facing
commercialization situations in general. Howevere \ieel that these cases clearly illustrate how
commercialization nets are aimed to use in realityis study does not aim at generalisation based on
hypothesis testing but provides ideas and examBkegeral limitations of the study should be ackreulgkd.
Our results are based on two qualitative caseesuah inter-organizational commercialization netsdticted
in the consumer goods sector and studies on otiendss industries might give different answerssyile
the limitations, this study does contribute to aunderstanding on commercialization net formation an
infrastructure.
Future Research

Commercialization phase should be more clearlygeized and related to innovation networks and R&D
networks in further studies. We need more reseanchommercialization of innovations and new product
linked to network research. Innovation researcbbaild recognize networks in the commercializapbase
and innovation network researchers should includé focus also on commercialization phase in the
innovation networking process.

The future research may focus on the selectivesystand continual evolvement of the network. That i
who decides what kind of actors will have acceghi¢onetwork and what kind of resources are requitew
the common goals are defined and how the goalsewdlve. There is clearly a need for future redeanc
different industries and different types of inndwas. We need also more research on how to marmege t
diverse goals of network actors and how to motith&actors to contribute in the commercializatidhe
asymmetry of resources, power and goals has not beégely discussed in previous studies concerning
strategic networks. Further studies should contatepghow the asymmetricity of network influencestba
network creation and management.

Managerial Implications

Our results provide clear managerial insights omroercialization nets. The study may help managers t
better realize the full potential of the actorgheir existing networks and to purposefully creaévorks that
would be of use in commercialization. Especiallyaaaness creation, trust building, provision oflatwity
and education seem to require both new resourcesem networking. When scanning for potential afor
their networks managers should consider their inlehese tasks and also remember that non-profit
organizations may contribute in a way that tendsetelusive for many profit-seeking organizations.

Commercialization nets can be considered as th#gopos of dyadic relationships or as ‘autonomous’
nets. At portfolio level, the attention is on thiew of innovating firm and on the relations tharfineeds to
commercialize an innovation. Thus, the main chakefies in how to develop and manage an optimal
portfolio. At net level, the focal firm is seenasetwork actor in a net and the question is whrat &f actors
are needed and how the net is created, coordimattdhanaged. (cf. Moller et al., 2005) The rol¢heffocal
firm seems to be particularly challenging when ¢hisr a shift in its position, for instance in auaiion a
portfolio of dyadic relations is turned into effiet commercialization net consisting of equal axtor

Most important managerial implication of the focasearch is that already when forming the R&D het i
would be beneficial to consider what kind of redas the R&D net actors would have to those actuas t
would be important in different tasks required fioe commercialization of innovation. It would besfigd to
purposefully select diverse actors who either wadiléctly be of use when creating market for the ne
innovation or who would have relations to otheexthat are needed in the commercialization. Hetiee
most important actors of the commercialization staguld be committed to the innovation already befbe
commercialization begins. In other words, when @&ctoe in the R&D phase, they already need to tthiek
commercialization and include actors who are ctunighat phase; and when they are in commercitédina
phase, they should utilize their R&D network redas at least in trust creation.
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