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Abstract

The purpose of this paper is to give an insight ipossibilities offered by the network approachnaw
service development as a source to increase sguuicgders’ competitiveness. The article is basadle
existing literature on this topic. The empiricattpa based on ARA framework which is first desedkin the
article. The empirical part is a study of resouraeed activities included in the new service develept
projects in networks.

Main findings: Competitiveness is today widely believed to beeaily connected to innovativeness.
Innovation process is argued to succeed only ifdewariety of relevant knowledge will be accumathtind
developed, which requires inter-organizational afmbration in the development process. Relationship
orientation seems to affect positively not onlyamating process but also the overall performancériofs.
Network must however be able to adapt to variouasph during the new service development process.
Flexibility needed for the successful new servievalopment can be acquired through loose contracts
between parties and by creating limited projectshwimited number of representatives from partner
organizations. Trust can be supported by sharedifgpopportunities.

Important players in development projects include managers, project managers, product champions,
product sponsors, team members, customers, supp@npetitors and actors from various industassyell
as third parties. Customers are nowadays in a aepgsition when developing new services. However,
including customers is not enough, but a networkstrinclude various actors who can offer essential
resources for the service development process.

Keywords: new service development, service innovation, dgakent networks, network perspective
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Introduction

In the beginning of 21 century competitiveness has been one of the masmes in business.
Competitiveness is today widely believed to bealiyeconnected to innovativeness (Fischer, 200taway

et al., 2004). According to Porter and Ketels (2088npetitive advantage is sought through diversama at
different stages of firms’ development phases.hmfactor-driven stage competitive advantage is based on
cheap labour and natural resources. This is follbwe theinvestment-driven stage where products and
services become standardized to gain efficiengyraduction. Negative characteristics connectetiigdtage
include however financial crises and sector-spedémand shocks. The more sophisticated stagdes tze
innovation-driven stage. At his stage the competitive advantage depengpiscedly on the ability to find the
most advanced methods to produce innovative preduad services. Slater and Narver (1994) argueathat
firm may establish real competitive advantage i iable to serve not only customers’ present neeatigalso
their future needs — with other words, through tamsinnovating.

As there has been an obvious need to raise invevess among companies in recent years, the search
the origins of innovative ideas has been activaoWation process seems to be the most importantopar
innovation. Studies have suggested that innovagtimeess can succeed only if a wide variety of @itV
knowledge will be accumulated and developed (Fisci#01). Many scientific and technological
breakthroughs have resulted from contributions e¥esal actors working in networks (Bougrain and
Haudeville, 2002). These facts have led to thinkitgre business networking is emphasized as thasiien
achieving new innovations (Pittaway et al., 2004).

Innovativeness has been studied widely in the w@olgy industry, and lately in the ICT sector. Even
though services today calculate for two thirdshef GDP in most of the developed countries (Eardnds,
2008), innovativeness in services is an area wkleegeresearch is so far scarce. The deregulation and
globalisation of markets, and the internationalisaiof service firms have led to hard competitianoag
service firms. These phenomena place service inioovat the heart of the firm’'s competitivenesagcsi new
offers need to be brought to markets constantlg tarbulent environment (Stevens and Dimitriad30)%)
where service life cycle becomes ever shorter (emmllly, 1999). Research has concluded that newvicser
development (NSD) is the most important factor @ffey competitiveness of service industry (Johnsbal.,
2000; Fitzsimmons and Fitzsimmons, 2001). In addijtthe service component has also become an ahtegr
part of most manufactured products, and the soafcstrategic competitive advantage in manufacturing
companies (Gronroos, 2000, p. 6).

At first, research in the field of new service depement was based on new product development (NPD)
frameworks and findings (Booz Allen Hamilton, 198djne and Rosenberg, 1986; Cooper, 1990; 1994).
Callon, Laredo and Rabeharisoa (1996) however ifikohthree fundamental differences that might Iidate
the NPD models applied to services. First, insdpliracauses simultaneous innovation in the pradund in
the procedure. Second, product innovation and dsgdonal innovation cannot be separated. Thire, th
creation of the offer cannot be distinguished fritve activity of production and commercialisatiorecBuse
of these differences researchers have concludddtiieaNSD process might be different from the NPD
process (Martin and Horne, 1993; Menor, Takikondd Sampson, 2002). There are however few empirical
studies about the service development process whédns that no consensus on a well-formalised psoce
has been reached so far (Stevens and Dimitriad@5)2 This study aims at giving an insight into gib#ities
offered by network approach in new service develaminas source of service providers’' competitivenes
The article is based on the existing literature this topic. Network refers here to inter-organiaal
collaboration leaving thus intrafirm teams outdide scope of the article.

Methodology

This article is based on the existing literaturmpitical part of the article deals with service depment in
networks, i.e. inter-firm collaboration when dev@lagy new services. As this theme is studied from th
network perspective view, first the network appfoaod ARA framework are shortly discussed. Thecladi

in the empirical part of the study have been phblisin scholarly journals and they discuss soméc top
directly related to new service development in oeks. The articles were searched through EBSCOhost,
ProQuest ABI/INFORM Global and SagePremier by ménihg the journals where the search was executed,
in order to find as correct matches as possible.jdtirnals used during the search were:
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. European Journal of Innovation Management

. Industrial Marketing Management

. Industry and Innovation

. International Journal of Innovation Management

. International Journal of Service Industry Manageimen

. Journal of Services Marketing
. Journal of Service Research

. Service Industries Journal
The words used in article search included the fahg:
. service development or service innovation

. AND net, network, partnership, relationship, coliedtion, cooperation, inter-organizational or co-

innovation.

The titles of articles were first scanned to seetivbr they would fit the current search. In casdamfbt,

abstracts and keywords in the articles were coadulh case this did not clarify the suitabilitytbe article,
the full paper was reviewed in order to ensure thatfound articles really included information editly

connected to NSD in networks. Only those articlagehbeen included in this review which could benfbas

full text. All the articles were printed and redmbitoughly through in order to clarify the precispit of the
article, its focus, empirical context and majouiimys and conclusions. Altogether 23 articles vesralyzed.

Table 1. Articles dealing with inter-firm servicew®lopment in scholarly journals

Author’'s name

Topic of the article

Year

Name of thgournal

Business sector studied

Eisingerich, Rubera
& Seifert

Effects of inter-organizational
relationship commitment on service
firms’ focus on innovation and
performance

2009

Journal of Service
Research

professional service
firms

Eisingerich & Bell

Reasons why some firms succeed
business-to-business contexts and
some fail to address changing
customer needs

i2008

Journal of Services
Marketing

information technology
and biotechnology

Kristensson,

Customer involvement in

2008

International Journal

telecommunications

Matthing & technology-based service of Service Industry

Johansson development Management

Méller & Svahn Management challenges of emergjnig008 | Industrial Marketing | conceptual paper
new business fields by using the Management

network perspective

Ojasalo Management of innovation networks 2008 peao Journal of | information technology
Innovation
Management
Heikkinen, Mainela, | Managerial action-based roles for | 2007 | Industrial Marketing | telecommunications
Still, Tahtinen managing service development nets Management
Mohannak Forms of organizing SME 2007 | European Journal of| information technology
cooperative networks and their Innovation
benefits on innovating Management
Matthing, Employing customers to generate | 2006 | Journal of Services | telecommunications
Kristensson, new service ideas in technology- Marketing
Gustafsson & based services
Parasuraman
Panayides Relationship orientation as an 2006 | European Journal of| logistics services

antecedent to innovativeness

Innovation

Management




Abstract preview

Windahl & Significance of relationships in 2006 | Industrial Marketing | capital goods industry
Lakemond developing integrated service Management
solutions
Alam Customer integration in the fuzzy | 2005| Industrial Marketing | financing
front-end stages of new service Management
development
Mattson, Sundbo | Roles of attractors and scene-takers i8005| Industry and tourism
& Fussing-Jensen| collaborative networks between Innovation
tourism and other firms
Tether Service development practices of | 2005| Industry and construction, industry,
firms in Europe Innovation trade and other services
Linnarsson & Innovation of services in alliances 2004 Europeanmdal of | telecommunications and
Werr Innovation information technology
Management
Marshall Initiation and early development of | 2004 | European Journal of| telecommunications
collaborative inter-organizational Innovation
relationships in innovation and new Management

business creation

Matthing, Sandén| Customer participation in new servige2004 | International Journal| telecommunications

& Edvardsson development of Service Industry
Management
Perks & Riihela Inter-functional integration in new | 2004 | Service Industries postal services
service development Journal
Syson & Perks Innovation process within networks i004 | Journal of Services | financing
development of new services Marketing
Magnusson Benefits of involving users in servige2003 | European Journal of| telecommunications
innovation Innovation
Management
Magnusson, Benefits of involving users in servicg 2003 | Journal of Service | telecommunications
Matthing & development Research
Kristensson
Alam & Perry Input of customers at various stages 2002 | Journal of Services | financial services
of the new service development Marketing
process
Kandampully Role of technology, knowledge and| 2002 | European Journal of| conceptual paper
networks in innovation of a service Innovation
organisation Management
Martin, Horne and| Customer participation in business-tp1999 | European Journal of| consulting services
Schulz business service innovation Innovation
Management

As shown in the table 1, first article found inielg search dealing with service development thnoager-
firm collaboration was published in 1999. This @distudied customer participation in service iratmn
process. Customer involvement in the NSD has besnatant topic over the years: eight out of 2R lax
discuss this topic. Topic studied in recent yesursanagement of service development networks. $ampers
discuss the effects of relationship orientatiorservice innovation, and the forms of organizingperative
networks and their process. Telecommunicationssimgiis the most studied service business undeN8i2
in networks. Other common business fields are mé&iion technology (IT) and financing.

Most articles on the NSD in networks have been iphbt in the European Journal of Innovation
Management. As management issues have starteduwoattrention in the NSD in recent years, the Indhalst
Marketing Management journal has published a feticlas on the topic. Several other journals have
published one to three articles each.
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New service development from the network perspects

Reasons for developing new products and servicesetworks

Pittaway et al. (2004) see that innovation is atimih the generation and the exploitation of needpcts,
processes, services and business practices. DéaBréB001) classifies service innovations intoowative

and incremental services. Innovative services aveto the market and very new to a firm, while @roental
services are significantly less new to the market the firm. Tether (2005) suggests that servicevations

are often continuous, as the firm gradually leamesv things and addresses evolving needs among its
customers over a longer period of time.

Traditionally, innovations have been regarded asighl devices that individual companies develdpsT
view has however changed dramatically over the pagtears. The main reason is the growth of knogged
based service economy, where innovations are tésed on knowledge developed and owned by several
firms worldwide (Ven, 2005). Products and servibesome at the same time increasingly modular (#atya
et al., 2004). Companies thus need to create, sictesisfer and integrate knowledge that may erist
organizations anywhere in the globe, includingftiras with which these companies collaborate or peta,
such as suppliers, customers, universities, relsemstitutes and rivals (McDonough, Athanassiou and
Barczak, 2006). In this new situation firms facer@asing requirements to collaborate and thus fartworks
with other firms both on formal and informal badsscher and Varga, 2002). The need to networkhesac
today across the majority of business sectors.

The reasons for collaboration among firms in inrimgaand product development have been studiee sinc
1980’s. Typically firms seem to collaborate in arde share risks, obtain access to new markets and
technologies, speed products and services to nsarkaetl pool complementary skills (Powell, Koput and
Smith-Doerr, 1996). Inter-organizational relatioipshhave been argued to have a special significiorce
service firms, because their natural relationakpsses between exchange partners influence thitify &t
customize and integrate services and goods to aevwstw customer solutions (Eisingerich, Rubera and
Seifert, 2009). According to Kandampully (2002)hrology, knowledge, and networks represent a fset o
factors that fuel innovation in service organisasioTheir combination gives a firm the ability tcwis on the
future needs of customers and thereby stay inn@aRroactive understanding of customers is regarde
important also in the lately presented service-ahami logic perspective on innovations (Michel, Broand
Gallan, 2007). If the service-dominant logic viewllwbe adopted by researchers and firms, service
development through inter-firm collaboration wi# emphasized ever more.

Previous research has confirmed that by includiagous perspectives and knowledge domains in an
innovating process, complex problems may be betibred (Lipnack and Stamps, 1993; Parker, 1994), th
level of creativity can be increased, customer $ocan be improved, development times may be reduced
(Parker, 1994), communication can be improved (hAginand Stamps, 1993) and boundary spanning may be
increased (Boussaurra and Connor, 1995; LipnackSaaahps, 1993). New product development in networks
also reduces the risks and costs of product denedap (Bruce and Biemans, 1995; Biemans, 1992). Abov
all, alliances tend to be increasingly common wéyo@anizing uncertain exploration phase of radical
innovations. And as firms are increasingly speziadj in their core-competencies, the need for coaim in
innovating process emerges in many developmenegiofLinnarsson and Werr, 2004). Through netwagrkin
service leaders have not been only able to dewsdopce packages but, in the process, they haatect@ew
markets, which has often initiated the growth effele new industry (Kandampully, 2002).

Network approach and the ARA framework in new servce development

The economic network approach provides a modehtdyae the relation between economic networks and
innovation (Oerlemans, Meeus and Boekema, 1998dik&s include two dialectical processes: compamiiti
and cooperation. The network approach emphasisgsecation, complementarity and coordination (Egston
1992, p.23). Industrial networks consist of netvgods relationships, networks as structures, nesvask
positions, and networks as processes (Easton, 1092, When applying a network perspective in tean
product development research, a relationship viewhe company’s environment is adopted (Rogers and
Kincaid, 1981).
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A network may be defined as all the linkages betwaetors in a system (Rogers and Kincaid, 1981).
According to ARA framework of the IMP School, thensponents of a network consistauftors, resources
and activities (Hakansson, 1982) which are related to each athée overall structure of networks.

Actors are those that perform activities and control resesl In networks actors specialise to perform
certain activities. To be able to perform the atés they establish a certain resource structummdgren,
1992, p. 162). Actors implement activities to emnyplesources with the aim to change other resoueresat
the same time actors use resources to performitagiHakansson and Johanson, 1992, p. 28). In the
network context actors can be studied at diffelevels, from individuals to groups of companies {@mans,
Meeus and Boekema, 1998). Actors are describedasogiented, the general goal aiming to increasa t
control over the network in order to achieve otheals. Network control includes control over resesrand
activities, where control of activities is acquirgdtough control over resources and knowledge (Hsgan
and Johanson 1992, pp. 28-29). Innovation is argoextcur in a network between the firms. Innovats
regarded as impossible without network mobilisatiom changes in network structures as well angbs
within the firms involved. This is based on thediimgs signalling that during the innovation procéassis
must adapt old relationships and internal actisited develop new relationships (Easton, 1992)p.24

When applying ARA approach to the new service dgwakent, special emphasis is set on the role of
resources and their exchange between actors (Syson and R&84). In addition to the traditional concept of
physical resources, present view of Resource Basesbry also includesapital and people, structure,
processes, skills, competencies, knowledge and relationships in the scope of resources (Kandampully, 2002).
The recently presented service-dominant logic axdhat “the basic unit of exchange are operanturess
having always an effect, such as skills, knowledge competencies, which can be changed directly, or
through education, or by embedding them into obje(¥ichel, Brown and Gallan, 2007). Easton (1992,
p.24) states that innovating in a network requiigbt resources in the right combinations. Hakanssad
Snehota (1995) indentify three resource-based tsmédnnovation in a network perspective: knowledg
development, resource mobilisation and resourcedamation. The network perspective has been adapted
the NSD research as an attempt to take accourteo€dmplex range of inputs in the innovation preces
(Syson and Perks, 2004).

An activity means combining, developing, exchanging, or angagsources by one or several actors. Two
main kinds of activities are distinguished: tramsfation activities and transfer activities. Tramsfation
activities change resources in some way. Trangfigvities transfer direct control over a resouroenf one
actor to another. Transfer activities link transfation activities of different actors to each othetors, who
have a relationship with the actor directly coringl the resource, can control the same resourdieeitly.
The design of activities and use of the resourcesbaund together by the knowledge and experiefice o
present and earlier actors, which forms the knogéestructure (Hakansson and Johanson, 1992, 34)30-

The operation and development of the network isréiselt of thepower andinterest dimensions (Easton
1992, pp.22-23). Atmosphere of the relationship loardescribed in terms of power-dependence rekdtipn
which exists between the companies. Power-depeedeiationship can be defined through the state of
cooperation between actors, overall closeness efré¢tationship, as well as through companies’ mutua
expectations. Power structures have a profoundantie on the operation of a network. A major qoasti
posed here is what kind of power individual actmiag to a particular relationship. Mutual expeictas refer
to the assumed behaviour by one actor towards attiers under a particular set of circumstancest(ffa&
Araujo, 1992, pp.69-70).

As the network perspective focuses on inter-orgdioisal relations, the emphasis is placed upost as a
basis for cooperation. Trust is an essential plagnointegration process of a network. Trust isnfibtio be
based on the actors sharing same values and nbanhare considered significant by them. Over tifme t
degree of trust may change. In the network persmedtust is built up through exchange of resosir¢¢ertz,
1992, pp.109-111).

The earlier IMP research has revealed that thevamks have both positive and negative effect on
innovation: on the other hand networks may endiderinovation process, and on the other hand @nstr
(e.g. Hakansson, 1989; 1987). First, it has beeneal that there is a fundamental tension between th
dynamics of innovation and the logic of allianc&dault and Cummings, 1994). The more radical the
innovation is considered the more freedom and Biéwi it is argued to demand. Innovating also riegs!
extensive and open communication between partAdiances are however typically described as reqgir
well-defined situation including a clear formulatedntract between partners (Linnarsson and Wef420
Second, Ojasalo (2008) notes that companies indalveservice development in the network context may
have very different reasons and orientations taigggate which may complicate cooperation. Third,
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innovations are typically uncertain in outcomes chhincreases the risk of premature terminationhef t
project (e.g. Marshall, 2004). Fourth, as the refships are based on exchange in the NSD proaeg¥s
must gain access to each other’s resources tovghia from the relationship (Syson and Perks, 208dpuld
the needed resources not be made available byethwrk participants, the innovation will fail (East1992,
24). The (economic) value of the resources thugmigpon the other resources with which they arebawed
in the development process (Oerlemans, Meeus aakidBua, 1998).

Services can be viewed as processes rather thaot®bjhich sets special requirements to a newcgervi
developer. Attention needs to be drawn to the @®e® involved in a service delivery. Actions oftoogers
and employees need also to be considered, as svifleananagement of those activities. Servicesnastly
interactive, and they are developed and consumeal @®cess including several actors (Syson andsPerk
2004). There is continuing process of interactibasveen firms in the business networks. This icteya
process offers opportunities for innovations (Eastb992, p. 24). Inter-personal and inter-orgarosat
relationships are thus of value throughout theiserdevelopment process. On the other hand, aEsdimms
constantly adapt and develop their activities tvjate solutions for varying and changing custonezds, it
is not always easy to differentiate between servagations and innovations. A new service varimta
customer may later lead to major changes in firbusiness (Tether, 2005). A network approach can be
valuable in studying the interaction processes waittl between internal and external actors thatemtral to
service development activities (Syson and Perk3420

Resources and activities in connection to the NS networks in current literature

In the following we discuss more precisely the eoasi resources and activities in connection to the
development of new services in networks. Discussioased on the existing literature on the NSD in
networks which is still very limited in amount aees earlier in the methodology chapter

Eisingerich, Rubera and Seifert (2009) and Panay{@e06) argue that firms focus more intensively on
service innovation if they are committed to theiter-organizational relationships. Windahl and Lmaked
(2006) state that a firm which is able to manage, and exploit inter-organizational relationshipdikely to
succeed in developing integrated service solutidssa consequence, focusing on service develophedps
the firms to perform better than those not focusinghe NSD. To be able to exploit fully the knogide and
resources gained from relationships, firms showddver also create a culture that embraces andrdewa
service innovation (Eisingerich, Rubera and Seif@@09). These studies thus emphasize relationship
orientation thinking and putting relationshipsta tentre of firm’s strategy when developing newises.

The study carried out by Marshall (2004) revealedt tthe formation process of inter-organizational
relationships (IORs) in response to new businepsmpnities is multi-level and fairly explorativae. Multi-
level refers to the fact that the process needetbtwdinate and develop has two dimensions: fastors
negotiate, make commitments and act in order teldpvtheir relationship (called N-C-E cycle), amatand,
effort is made to develop new services. “Explo®itimeans that the appropriate alliance strategyneadly
be identified prior to its execution. Madhok andlfian (1998) suggest that alliances should be vikfrem
the process perspective which means that alliaacesvolving and their success depends on the mggoi
process. The focus of the research should thuhdeltiance’s adaptability. Alliance should be atse
evaluated regularly which gives all parties poditybio adapt their engagement to their presentatabn of
the collaboration (Linnarsson and Werr, 2004).

Linnarsson and Werr (2004) argue that flexibiligeded in new service development can be reached by
creating a loose alliance contract allowing enoflgkibility in the initial phase of the developmeptocess.
This can however be reached only when the partnesseach other, and the trust reaches up tilhtgkest
management level. Trust seems to be supported &sedHearning possibilities during the development
process. Flexibility can be also enhanced by argatimited projects involving only two or three
representatives from each partner organizatione€reeams seem to benefit from being freed frommad
organizational routines and given considerablediegin the development project.

There are multiple players whose actions influepeevice development work in the network. Literature
recognizes as important players top managers, gtrojanagers, product champions, product sponszas) t
members, customers, suppliers, competitors andsafttum various industries, as well as third patti€he
importance of above mentioned players is discusadér.

The most important elements in innovations managémee according to Ojasalo (2008), planning,
control, and trust when working in the network @xtt They are important for both coordinating ate in
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the development process and for the protectionntéllectual properties of innovations, which are an
important part of service innovations. Trust seémbBe based to large extent on earlier cooperdgiween
actors. Service development networks tend to aki@darchies because they easily lead to lack ofésscto
external resources and slow down the developmeteps. Networks however need a project manager with
the highest authority in the network. Heikkinerakt(2007) discovered twelve different managermds in a
service development net. Some roles influencedasie of the net, some had effect on the coursheohet,

and some roles were played by an actor outsidedgheHeikkinen et al. argue that a net is managealigh

the roles in which an individual, company, and re®actors act in a certain time. Influence of eactor is
dependent on his role, and stage of the developprenéss.

Further, it has been found out that the most ckotliaborative activities needed to manage custand
supplier collaboration in innovation networks, ué uniting, timing, mobilising, communicating,
exchanging knowledge, exchanging human resourceéssgmchronising. Uniting refers to identifying and
selecting collaboration partners. Timing means Ivimg partners just in time in the project. Mohitig
includes establishing basic rules and arrangenfentisk sharing, benefits, and objectives. Comroating
means exchange of ideas, concepts, policies, afforpance information. Knowledge exchange incluides
example technical and customer knowledge. Syncimaiconsists of activities, resources, systems and
procedures which need to be mutually adapted (&ohaisd Ford, 2001).

Results in innovating are always uncertain whictansethat resource allocations need to be constantly
negotiated and power struggles occur. To obtaiesssry resources, the innovation project needsaupt
champion and product sponsor. Product champiorperson or a team strongly connected to innovatiuh
prepared to defend it whenever needed. The pradhashpion needs a product sponsor to support him. Th
product sponsor is a member of the senior managewien is able and willing to protect the innovation
project. Product champion and sponsor roles aresoms made joint involving managers from both et
organizations, which increases understanding obther organization (Linnarsson and Werr, 2004).

Already in 1970’s researchers highlighted the inguatrrole of customers or users in innovation psece
(e.g. Hippel, 1978). According to Easton (199224) inspiration for innovation is often offered Hyird
parties, such as customers. Alam and Perry (20@f)est that firms should develop a long-term retehip
with customers and regard them as partners in 8. Mlam (2002) revealed six key objectives foralwing
users in the NSD. First, user involvement allowgetleping differentiated new services with uniquedfgs
and better value for the users. Second, user ieuwdwnt tends to reduce the NSD cycle time. Thir@y us
involvement allows educating a new service for sis€ourth, when involving users in the NSD process,
innovation diffusion occurs more rapidly. Fifth, ensinvolvement improves public relations before the
introduction of a new service. Sixth, producer-usdationships will be improved through user invatent.
Customers may also bring skills, knowledge anduesss for the development process. Some of thanese
has revealed that focus of the user involvementilshbe capturing users’ latent needs. Both Krisgens
Matthing and Johansson (2008) and Matthing, SaadérEdvardsson (2004) note that users learn abeint t
own needs while engaged in various activities. Dlest service ideas seem to originate from real-life
situations and problems, rather than from braimasitog activities. However, problems have also oczlir
when involving customers in the NSD. The study mbgeMartin, Horne and Schultz (1999) argued that
customers may lack knowledge and skills to pariggn the NSD of the company. Magnusson (2003)dou
out that customers were more creative than prafeal when innovating new services but their idease
seldom applicable.

The service-dominant logic perspective gives, h@asewew insights into customer participation,
highlighting the customer-centric view, such asueato-creation. The focus is thus no more onlyion f
resources and the satisfaction of firm value. Vatuastead added when customers themselves impheie
co-creation of value and thus become the centralopghe NSD (Michel, Brown and Gallan, 2007).

Windahl and Lakemond (2006) argue that includinty @md-customers to solutions development is not
sufficient. Focus must be instead on the widerrmss network. For example, the integration of sappin
the innovation process has been regarded as othe ofiost important factors in innovating (Kaufmamnd
Todtling, 2001; Romijn and Albu, 2002). It improviEsovation performance and productivity (Pittavety
al., 2004). According to Syson and Perks (2004)dtere of resource exchange with suppliers irsthgice
development process differs considerably from tlesource exchange during the physical product
development. During the NSD, supplying firms maindffer intangible resources, including skills,
information, knowledge and experience. Since sedources are embedded in the organisational steuctu
and routines, it may be challenging for anothenfio access or make use of the other party’'s ressuPerks
and Riihela (2004) argue that including externattrpgas in service development may complicate firm’s
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internal inter-functional involvement in the prdjeAccording to survey made among European firneth@r,
2005) traditional service firms use cooperatioraagements with customers and suppliers more offtan t
manufacturing firms when developing services.

As service firms expand their portfolio of offersn@nd face the need to offer larger service packtme
customers, they increasingly depend on resourchaexge with their competitors in the NSD. Compesitor
can act as a source of know-how, experience, cent@aed information. The problem is, however, that
competitors may not want to loose control over stegources which may be part of their core compgten
(Perks, 1998).

Research on innovation systems has revealed thavation will take place more effectively when the
knowledge is exchanged between systems, for exarbpleveen different industries, regions or between
science and industry. Thus diverse partners shbelthcluded in the innovation network (Kaufmann and
Tadtling, 2000; 2001; Ritter and Gemiinden, 2008yntal and informal communication between actors tha
posses different information, skills, and valuesnsd¢o increase the chance of unforeseen novel catitn
of knowledge, which can lead to radical innovati@gtaway et al., 2004). According to Michel, Browand
Gallan (2007) innovations are increasingly creatBcbugh multiple actors forming innovative value
constellations, no more by the simple firm-custondgad. Innovations often link the complementary
knowledge and skills of actors to create a netwalfrloperant resources. According to Mdller and Svahn
(2009) firms should adapt the network perspectsmeeially during the birth of radically new busiséilds,
because the development phases are constitutecbrplex inter-organizational linkages among firms,
government agencies, universities and researchtuti@s, industry associations and supra-national
organizations. Larger manufacturing companies séenhave good connections to public actors and
universities which means that collaboration betwiem is often an integral part of firm’s operatiwhen
developing services, whilst SMEs and traditionalviee companies often lack such contacts (Mohannak,
2007; Tether, 2005).

Third parties share a dual role in promoting inrimres. They may act as neutral knowledge-brokeus, b
they can also help to establish informal relatigpshwhich are the basis for the development oivoek
relationships. Professional associations, tradecétsons, consultants and public authorities miakgortant
contributions to the network infrastructure (Piteawet al., 2004).

CONCLUSIONS

This article discussed the new service developrfremt the network perspective and gave an insigta in
present research published on this topic in sclyojaurnals. Innovation in networks has been emizeals
lately as an important source of competitivenesfirins since innovation, which has been describedha
sophisticated form to acquire competitiveness, nisrdasingly based on knowledge accumulation and
development. Some research fields see that newcsedevelopment does not differ from new product
development but this article brought out some madijéfierences discovered between service and product
development, such as simultaneous innovation efceproduct and procedure, and unseparabilityeofise
product and organizational innovation.

Kandampully (2002) argued that technology, knowtedind networks are the most important elements is
service development as they give the possibilitgdncentrate on the future needs of customers. diking
has helped service firms even to give emergenaghtile new industries. Networks were discussed i& th
article based on ARA framework consisting of actoesources and activities. Syson and Perks (261640
that when applying ARA approach to the NSD, speeraphasis is set on the role of resources and their
exchange between actors, i.e. interaction processmfal to service development. Resources are here
understood broadly, including not only physicalogses, but also for example people, processeks,ski
competencies, knowledge and relationships whichytddrm an important part of exchangeable resources
the NSD.

Relationship orientation was argued to affect padit not only innovating process but also the aller
performance of firms (Eisingerich, Rubera and $gif2009; Panayides, 2006; Windahl and Lakemond,
2006). Inter-organizational relationship formatiprocess is however multi-level when developing new
services jointly (Marshall, 2004). Adaptability tfe network was thus emphasized (Madhok and Tallman
1998). Flexibility needed for the successful NSID ba acquired through loose contracts betweenegaad
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creating limited projects with limited number ofpresentatives from partner organizations. Trust loan
supported by shared learning opportunities (Lins@nsand Werr, 2004).

Several articles discussed the various players litmpofor the NSD network. Most important elemeoits
innovation management were according to OjasalégRplanning, control, and trust. Heikkinen et(aD07)
argued that some managerial roles influence theakbthe development net, some affect the courshehet,
and some roles are played by actors outside thePnetluct champion is needed to defend the NSDegroj
and product sponsor protects the project (Linnarssa Werr, 2004). Customers are nowadays in aatent
position when developing new services. However|uging customers is not enough. Suppliers are an
important part of development process as they déer several necessary resources. Competitors play
sometimes an important role when offering largevise packages to customers (Perks, 1998). Knowledg
should, however, be exchanged also between diffémenstries, regions and between science and tndus
Communications should be both formal and infornvethich has proven to increase radical innovations
(Pittaway et al., 2004). Third parties are impattianhelping to establish new relationships andridlisting
knowledge (Pittaway et al., 2004).
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