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Abstract

Thislpaperifocuseslonltheltypeland managementl(oflintentionally’created/business hetworks(called
nets.[Nets[arelextensivelybeinglusedfolachievelalvariety of benefitsLoverthoseloflalsinglefirmLor
market[transaction.[(Welpropose(thatthe[effective[managementlofidifferenttypeslof[businessinetlis
dependentlon(theirfunderlyingvaluecreationllogic.[IBased[on[nhotion[alvaluelcreation frameworkof
threelgenericl netl types[ T current businessnets”,[‘business renewal nets”,land femerging new
businessinets”=lissuggested.MWelarguethattheypose widelydifferent(conditionsfandrequirements
forinetimanagement. Thelmanagementimechanismsofithesebasicinetltypes arethenlidentifiedand
discussed.Welcontendthattheproposedicontingency frameworkicapturesthelcomplexitylandvariety
ofltheexpandingistrategicbusinessinetsiinlamorevalidiwaythantheextanticlassifications[ofmetwork
organizations. Thel[paper(contributesithe emerging(theoryofinetworkmanagement.
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nets
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Introduction

Inthis(seminallpaperionithe“Changeslinithe(TheoryoflinterorganizationalRelationships/in(Marketing:
TowardslalNetworkParadigm”[Achrol((Achrol[1997;[Achrolland(Kotler(1999)suggested(that/one ofithe
fundamental(shifts inthe 21® centuryis from aldyadicperspective of interorganizational exchange
relationshipstowardsalnhetworkperspective of valuelcreationlinvolving[different typesof hetwork
organizations. [ _This[was[al perceptive observationas[there has beenlanexceptional_growthlin
corporatelcollaborationfandlinterorganizationalinetworks(AchrolandKotler,[1999; /AmitlandZott[2001;
Frelsretral.r2003;Gulatir1998;deMan2004; Powellretral.[1996; Spekmanretral.r2000).MBesidesthe
sheerigrowthlinithe mumberiofinetworks, thiskindloflorganizationalconfiguration(is(alsobeingusedto
pursuellanexpandingsetof[‘goals. TInCadditiontothetraditionalbuyerisupplierliconstellations,
interorganizational Chetworks cannow(includeldistributionCchannels, brandnetworks, technological
innovationJand[productlidevelopmentnetworks;aswelllasilcompetitive [lcoalitionsisuchJasithe
collaborations! that[ bringl‘competing( firms[together[ to[ establishindustry[standards[or[ thel widely
publicizedairline(coalitions (Amitfand(Zott[2001;CartwrightlandOliver2000;Fordletral.[2003;Frels et
al.[2003;[Gummesson(2002;MollerfandHalinen1999;(Srinivasan(et(al.[2006).In(more(abstractiterms,
theCnetwork[perspective Jassumes/thatJactors “areembeddedwithin[networks[oflinterconnected
relationshipsthatprovidelopportunitiesforfandconstraintsiontheiractions((Brass(etial.[2004).

Thelrisinglimportancelofibusinesshetworkshaslattractedanrincreasinglfamountrofresearchrefforts
among(severalffields. TAraujolandEaston((1996)and(GrandorilandSoda({1995)have,intheirreviews
of Cextant network[studieslidentified nholessthanlcloseto[ 20 differentCapproachesorschoolslin
interorganizational hetworks((see(alsoBrass(et(al.[2004; Ebers(1997; Gulatiletal.[2000;[Oliverrand
Ebers(1998foranalysis(of(literature). This[great/diversityin(metwork(researchhas[producedlimportant
newknowledgebuthasialsolunfortunatelyresultedlin’¢conceptual(confusionlof(the core[phenomenon
itself.[There are(severalimportantlissuesthat(eitherifemainunresolved(orposelimportanttheoreticalor
manageriallquestions.

Offprimarylimportancelisthelongoingdiscussioniabouttheontologicallcharacteriofbusinessnetworks.
Thelstudiesdrawinglonleconomiclsociologyland(the[social(hetworks tradition{seele.g.[Powellletral.
1996)aswelllasthekeyauthorsCwithin[thelindustrial network approachrtendtoCemphasizethe
historical,evolutionaryrandlembeddedicharacterlof businesshetworks (Hakanssonrand Ford2002;
Hakanssonlandi$nehota1995)andview networks[as[borderless, [selflorganizingsystemsithatiemerge
infalbottoms(up(fashion(from(locallinteractions. On(thelotherlhand, manylscholarsirepresentinglthe
strategicimanagementiperspectivelandthe(RBVarelsuggestingthattherelarelalsolmorelintentionally
created(“strategicinetworks”(or[fvalue(nets”,(whichlcontain(alspecific'set of[organizationswithlagreed
rolesi(seele.g.[BranderburgeriandNalebuff1996;Jarillo1993; Mélleriand[Svahn(2003;Parolini[1999).

ThereLarelsignificant_differencesbetween the *networks[of[organizations” view[and[the *network
organization”view[ (Achroll[1997) ontheassumed(role bf(management and manageabilityinthe
network.[ T Researchersadoptingthe[former_perspective[emphasizelthelselflorganizingaspects of
networksrandmaintainithatmetworkscannotbemanagedbyranyrsinglelcompany.Tinthisview, firms
andnetworks[of(firmsCareseenCas complexCadaptive systems, comprisingoflinteractingsetsof
organizationalrandrsocialrelationshipslinfwhichfeachractorlispursuinglitsfowngoals[{Stacey1996).
Fromrthis'perspective hetworksrareronlyweakly’manageable,fandholsinglefhubfirm”caniprovide
directionlorlcontrol(tolanyhetwork[(Ritterfetlal.[2004).(TOn(thelotherlhand, fesearchers(focusinglon
networklorganizations[withlintentionally[created structures, hegotiated(roles[andgoalslarguelthat
thesel¢an,[andlindeedihaveltolbemanaged(inforderto belefficient(Dyer1996;Dyerland(Singh(1998,
2000;DyerandNobeoka2000;[Lorenzonifand[LippariniC1999).(Agreeing with[Ritter, (Wilkinsonand
Johnston(2004), hwe feel[that[bothof[ these network views[are[relevantlin_understandinghow
companies(ibehaverandliry folmanagelininetwork contexts.[IThekeylissue, Welargue,lis(notiwhether
networks[canlor cannotbemanagedbutiwhatikind[of({governanceorimanagerial solutionsare most
suitablefordifferentfypes(ofinetworks.

Intthisfstudy,inviewrofltheTrapidlylincreasingutilizationfoflintentionalbusinessmetworks, Wwe focusion
theserandronrtheirfmanagement.[To makeraldifferencebetweeninetworkslingenerallandrintentional
businessimetworksiwewill'¢call'them(nets; alsolterms(valuenetsiandistrategicinetsiwill[lbelused.We
proposethat(different/types/ofinetsiinvolveandlrequiredifferentitypesiofimanagementliniterms ofitheir
coordinationand( control mechanisms.[ 11 Thelkey questionlinlthispropositionlis how!(tol classify[the



greatvarietyof [ business nets,Jas[ thel classification‘solutionCwouldthenlinfluence whatkind[of
managementmechanisms(can(belidentified(or postulated(forleachlnetltype. Drawinglon(researchlon
businessihets((HitelandHesterly[2001, Mdller(etlal.[2005;Parolini(1999)(and(on(tegionallbusiness
systems((Stahlelet/al.[2003;[Péyhénenland[Smedlund, 2004 )welsuggestthatthevaluelcreation(logic
orisystem,throughwhichthe neticreatesvaluefor,[andwith, itslendcustomershaslafundamental(role
inDinfluencing Ceffective Umechanismsforigovernance.lIn(JotherCwordsourCaimUistoldevelopla
contingency(theoryfornettmanagement.

Thisraimlisipursuedbyfirstlyldiscussingthewaysliniwhichinetsrandmetworksrhave been classifiedin
extantlliterature.[TThenlalvaluelsystemlconstruct,[tobeldeployedlinithelclassificationlof(different net
types, [willCbelproposedtogetheriwith the het typology. Thelfourth[sectionexaminestheldifferent
management’mechanismsthat arelpostulatedasbeingl[tequiredwhile bperatinglin’theproposed
businessinets. Thelpapericoncludeswithlaldiscussionlonthetheoreticallandmanageriallimplications
as/welllasthelagendaforfutureresearch.

Strategic Business(Nets +[Extant/Classifications

Viewing(thelrapid[proliferationof(business[hetworks[and[hetstherelare[surprisingly fewlattemptsto
provide Junderstandinginthisfield CthroughCidentifying Cdifferent Cforms Cof Cnetwork Corganizations.
Notablelexceptionsiarethe workbyAchrol[{(1997), Cravens(etal.[(1994), deMan((2004), Mdller etral.
(2005),PiercylandCravens[{1995);[welarefocusingronthese,[althoughwelcertainlyfeelthatlmore
researchimustberavailable.

Achrol(1997)distinguishes fournetworkforms, (1)CinternalCmarket networks, (2)vertical Cmarket
networks, [(3)lintermarketnetworks, and((4) opportunity (networks. Theprominence of the[Achrol and
Kotler(contribution[(AchrollandKotler(1999)within(marketinghas(led(usto(use(this[classification[as(a
discussion(platform. We(briefly[describeeachoflthesenetwork forms((thellnternalMarketNetwork[has
beenlexcluded(aslitidoesnotrepresentianlinterorganizational businessnetwork).

VerticallMarket[Networks[{Marketing[ChannelNetworks)(teferfoalsetof direct(supplyordistribution
relationshipsCorganizedlaroundafocal organizationbestpositionedto monitorfandcopelwith(the
criticallcontingenciesiorvalue@activitieslinfalparticularimarket./Accordingly, @ vertical[marketnetwork'is
anflindustrylspecificichainiof(suppliersianddistributorsiofteniorganizedaroundlalclassicimanufacturing
company. ([ Thisfocallorganizationlitselfifmayperformlonlyllimitedimanufacturing(functionsbutfactslas
anlintegratorioften(specializing, forlexample, inithe marketing, (productitechnology, (orfinallassembling,
outsourcingtherestloflitsIbusinessifunctions.

Intermarket(INetworks[1(Concentric[INetworks)(originated[/from(]Japanesellkeiretsullorganizations
representinglalliancesamongfirms(operatingliniavarietyloflunrelatedlindustries. Thesenetworkslhave
oftenlbeenrorganizedraroundronemajorifinanciallinstitution, fradinglcompany, ormanufacturingfirm,
whichlinlturnrepresentslinstitutionalizedCaffiliations.[Thesemetworksarecharacterized by dense
interconnectionslinltesourcelsharing, strategicdecisionCmaking, culture “andridentity, fandperiodic
patternsioficollectivelactions(Gerlach(1992, ref.[Achrol1997,61).

Thesepatternsiofifinanciallycenteredlintermarketnetworkslarellargelylbecomingfedundant. The new
economy(withnovelltypeslofienterpriseslandlconverginglindustrieslaswelllas[thelglobalhaturelof
capitallmarketshas/challenged(thelbasiclassumptionloflintermarkethetworkslin(thesenselthat/they
arelhotlanyllongerlorganizedlaround(theltraditional hubs((banks, tradingcompanies,[éetc.)[but, for
example,aroundlorganizations whichLcontrol the key technologies. [ Welbelieve[that thelintermarket
networksare[morelorlless[disappearingor_developingtowards[structures_thatCAchrol_ terms[as
opportunitymetworks.

Opportunity Networks, [dynamicChetworks[(cf.CSnow[etal.[1992), orCmarket[exchange companies
(Achrol™M991)rareltemporaryalignmentsCusuallyrestablishedfaroundrarparticular’customerrproject.
OftenfarmarketingrCcompanylcanbefoundattheheart[of the hetwork{cf.[thehollowandvirtual
networkbyPiercylandCravens1995).f AccordingtoAchrol({1997),thisCmarketingfcompanyis’an
organization(Ispecializing[lin[collectingland[disseminatingImarket(]information, Inegotiatingland
coordinatingJprojects| forlcustomers[land[Isuppliers, Jandevenlregulating[productlistandardsijand
exchangelbehaviors(forthemetworklof(participatinglcompanies. Thelstrategic/coreofthisicompanylis



alworldwidenetworkof marketing[offices andlinformation[centers’ connectedltogether by modern
information( technology.[1This[Isystem[produces(irealtimellintelligencelof[ lthe[Ineeds[lof[ Ipotential
customers,fandlitilinks(the[companylintolalworldwideldirectorylof(potential suppliersfor(the products
and[ services./Achrol‘and[ Kotler[(1999) have[ labeled[ thesel kinds[ of[ nets[fbusiness[opportunity
networks’[and(seethatltheylarelprimarilylestablishedfo[provide ¢onsumerslaccesstolalvariety of new
types(ofiofferings.

Itfshouldbelnotedthatlin[Achrol’s[classificationlall hetworktypeslare formedraroundlalsingle,and
oftenpowerful,Thubcompany,whichlactsrasranlintegrator,controllingthe'keyvaluelactivitiesrand
resources. Moreover,[all[thethreeltypesresemblesomelkind[of[ verticallintegration between(the
participatinglcompanies.However, therelarelanlincreasingimumberiofinetworks(thatiare notlorganized
aroundlalsingleChubcompanylinCalvertical_lmanner. ForCexample,Cin"technologyandknowledge
intensivelindustries tompanies[cooperatelinforder(toldeveloplalhew(technology((e.g. the Bluetooth
coalition);[orfassemblecomplex(offerings(for customers. These*valuelnhets”[(Srinivasan et al.[2006)
areloften(horizontalnetworks orldiagonal networks”((containinglactorsfrom(thetwoldimensionalvalue
space).[Horizontal[coloperationlis[alsolestablishedwhenlcompetinglactorsformicompetitive [coalitions
like[inthelcaselof[the[globallairlinelalliances,e.g.[StarAlliance, [ SkyTeam[{Kleymann_and_ Serist®
2005).

PiercyrandCravens({1995)havelaunchedthelconceptiofihollownetwork, Which(seems tobelalpure
marketingCorganizationthatlisCahybrid[ formCofl Achrol’s[(1997)Cvertical hetworks[and[opportunity
networks.Thelferm‘hollow(organization’lemphasizesthatthecore [company(drawsheavilyuponiother
firms’(resourcestolsatisfylitsicustomerineeds. Thelhollownetworklis[postulatedtobevery(flexiblelin
shiftingfolnew(sources(of(supplylandibeinglablefobenefitifromemerginglopportunitiesiinithemarket;
justiasiAchrol'siopportunity network.[However, the [Short[termcommitment/andisubsequentioperations
based(onlopportunisticimarket behavior(taises(the question offwhether(these hetworks[(hollowland
opportunity(ones)lareable(tolcompetelagainstiother business networks(thatlareloperating(with(more
longterm(relationshipsCwith allimited "humberrofpartners(Hakanssonand Ford2002; Piercyland
Cravens[1995).

PiercyTand Cravens((1995)[presentalvirtual networkthatCisCcomposedofalgrouproflindividual
companies(that’havelagreedtolcoloperateforfaltemporaryperiodlof timelinfordertolexploitrsome
marketlopportunity.Tinithe virtualinetworkthelinvolved(parties(bringtheirlowncore[competencieslinto
thelnet,[and,(whenlanew!projectlis(startedthe neededlactorsiare[chosenfrom(the network andithe
missing(resources arelsearchedoutside thelexistinghetwork. Thislisthe ‘virtual’[partlof the hetwork
andLlitlis[dissolved(after(the projectlis(completed. Thelimportantlaspect.inlthe virtual (hetworklisthat
experiences, learning,andlideasremainlinthe(existingnetwork,(and(the knowledge gatheredfrom(the
projectsicanibelaccumulatedandutilized(inthefuture.

Theldiscussedmetwork classificationsrarelprimarilylbasedlonralconceptualianalysis. TDrawinglonthe
work[of[Castells[{1996) de[Man{2004,19136)has[suggestedlalmorelcomprehensive ctlassification
basedlon(thelgoalsithat hetworksiseektolachieve.[THis[$olutionlinvolves(fivelcategoriesWhichrare
furtheriorderedlintolthreelgroups:

Quasilintegrationnetworks
o1 Primarilylhorizontallnetworks establishedtolachievemarketpowerandreachlanddrawinglon
theLcomplementaryLresourcesLoflallimitedset of_LmemberLorganizationsandlis_.competition
oriented;examplemetworks:airlineralliances.

Supply{andldemandoricustomer)ioriented
o1 Verticallnetworks, betweensuppliersiandproducerslin(¢onsecutivepositionswithinthevalue
chain,laimed(atlincreasingefficiency;drawinglonthelspecialized(fesources/andcompetences
offmembers;examplenetworks:Dellland Toyota.
o[] Solutionmetworks, betweenproducers(oficomplementary[goods(and(servicesaimingio(serve
alecomprehensivelcustomerispecificlproblem;clientfactivated, ¢anlinvolvebothhorizontaland
diagonalipartners;example networks: T [offerings, [Schwabfinancial[services.

Technology/oriented
¢[1 R&DInetworks, betweencompanieslaiming(tolsharelfisks, costsland/or(competenceslin(the
development(of(hew[technologies;prelmarket competition; [ project(like[ cooperation(that can



involvellboth(ThorizontalJand(1diagonallIpartners;jexamplelnetworks:IMicrosoftt/'Web[1TV,
Sematech(consortium.

o[] Standardizationlnetworks, Jbetweenhorizontal JorCidiagonal JpartnersJandCoftencolopting
companieslaimingfolsetldominantfechnologylin(aproduct/servicefield;marketldevelopment
andlcompetitionioriented;examplenetworks: WAPForum, Symbian.

DelMan’s[(2004)networkI(classificationusefullylcoversitheearlieriwork[of(Achrol[{(1997),[Cravens(et(al.
(1994),landiSnow et(al.[(1992).M0Onelshouldnotethatlinthis[solutionthesupplyoriented networktypes
alsolcoverslcustomerioridistributioninetworks... becausetheselare fundamentallythe'same”(2004,
19).

Lookinglatithe(presentednetworktypes/andiclassifications,ainumber(oflunderlyingidimensions(canbe
identified: thelstructure(oflthenetwork, Whether(primarilyvertical,[horizontal(or(diagonal; the[goal that
thelhetworklorlits key[partners[try tolachieve;whether(the hetwork draws[valuelbylintegrating(the
specializedresources and competences[of[itsLmembersorseeks benefits by ilcombiningsimilar
resources;andwhether(thenetworklis operatinglinthe [pre[market.competition ormarket.competition
phaselofralbusiness(field. TAlthoughuseful, welcontend, drawingloniworkby[Méllerretral.[(2005),that
theseldimensions+[and[categorizations[TTare[missinglakeylaspectlinfunderstandingbusinessinets
andiheirrmanagement, theirvaluelcreationogic.

BusinessNetsasValueCreation Systems
Fundamental'Roleof Value(Creation System

Welarguelthat/ssentialtolany[businessinetlis(theunderlying(system(throughwhichl(it[produces(value.
Thisvaluelsystem(constructlis(basedlon(thelnotion(thatleachproduct/service requiresalsetlofvalue
creatinglactivities[performedbylalhumberloflactorsforminglalvaluelcreating(system, usingParolini’s
term(1999,p.[59(68).TValuelsystemlis[hot[alhew concept,[andlhasbeen(given(different(shades[of
meaning(bylauthorsisuchfas/Hakanssonand8nehotal(1995), [NormanniandRamirez((1993),Parolini
(1999),randPorter(1985).[Porter(1985)usedthelvaluelchain’tonceptiprimarilytolrefertolthe firm(]
levelractivities'throughtwhichrafirmproducesvalueforlits[customers.[However,helalsolconceived
industries aslinterlinked valuelchains ofl individuall firms. Normannand[ Ramirez[(1993)( criticized
Porter’sl valuelchain[construct! for[linearity'and[ for[ primarily assumingl competition driven market
exchange relationshipsibetweenlindependent(firms.[HakanssonlandSnehota((1995,24(49), while not
using(thelterm[valuelsystem,providelan[larticulated( conceptual scheme fordescribinglarbusiness
network. lticonsists(oflinterrelated layers(ofthreebasic(concepts:actors, resourcesandactivities. This
conceptualization(is(similartoParolini’'s[(1999,61(66)description(ofvalue(creating(systems as[falset
of(activities[creatingvalueforicustomers;[...activitiesare[¢carriedoutbyeconomic(playersiusingsetsiof
human,tangibleandlintangibleresources...”[TBasedprimarilyfonParolini’'s’schemelweldefinelthe
valuelsystemoflabusinessnetlaslalsetlof(specificlactivities carried[outbythelactors[¢constitutingthe
net.[Welalsolsharetheviewthattheselactivities[arebasedlontheresourcelconstellationicontrolled by
thelactors, fandthatfitlistheffinallcustomersiwho, throughttheiribuyingfandiconsumingractivitiesidefine
thelvaluelofrtherofferfproducedrbythernet.lInfact,faspointedrout’byVargorandLusch{2004)rand
embraced(by(thelinteractionfandlhetwork[perspectiveslinbuyerisupplier(tesearch((Hakanson[1982;
MolleriandWilson[1995; NormanandRamirez(1993), customers(arelalways(¢olproducers(ofivalue.

Following[this[reasoning_any[businesshet canlbeldescribed throughlitsCunderlyingvaluelcreating
system. IHow(usefullisthe value[$ystem(constructasthere canlobviously(beasmanyValue system
configurationsas(therelarebusinessnets?Welsuggestthatthekeycharacteristiclofthevaluelsystem
fromthelclassificationperspectiveofhetslisthelevellofldeterminationlofthesystem.Inotheriwords,
howwelllknown(arethevalue@activitiesofthemetlandthecapabilities[(resources)oftheactorstocarry
themrout,fandtfowhatlextent'canithesevaluelactivitiesbelexplicitly($pecified?TAsValuelactivitiesrare
essentiallylbasedon’knowledge, thelevelofideterminationlisalsorelatedfothelevelioficodificationof
knowledge.[lThelaspectiofhowwell knownthelcapabilitiesuinderlyingithe value activitiesarelisrelated
tolhow(easilythelunderlyinglknowledge(¢anibelaccessedlandisharedbetween(thelactorsiinithevalue
net.[Thelhigher(thellevel of([determination(ofthelvaluelsystem,the(lessluncertainty(therelis, and, the
lessldemandinglitsimanagement.(Thisidealis(basedonithefundamentalnotion(thatthe(characteristics
of(informationCandknowledge *[as[reflectedlinthellevel of determination _of the valuesystem[1]
influenceboththelearningCmechanismsand[therequired managerial_capabilities (Eisenhardt[and



Martinl2000;ZollofandWinter2002).Theoretically,'onelcan(conceive(oflalcontinuumlofivaluesystems
extendingl from[those[ with[al high[level of determination, tolemerging ones[ withal low(levell of
determination.(ldentifyinglthelcharacteristics[of[the[Valuel system(underlyinglalspecific[business/het
meansliticanbe(positioned(onthisitheoreticallcontinuum.

BusinessNet Classification

Figurel1showslavaluelsystemicontinuum(VSC)withithreelideallorigenericvaluelsystems, Whichrare
describedrinthellowerpartrofitherfigure.TltlfisTarguedthatnotronlyrdolthey tepresentrsignificantly
differentllogiclofivaluelcreationButlalsorequiredifferentitmanagementimechanisms. Thelprimarytypes
of(strategicibusinessnetslidentifiedlinthe previous sectionlaredescribedlinthelupperportionlofithe
figurefalongwithi[somelexamplenets. (ltlisiimportantiomotethatthehubfirmhasbeenusedioreferito
thelnet( thatlitCis[ partof. Al brief(description[ willl how[ bel madelof( the underlying[logicl ofl value
production,while(thenext(sectionaddresses(thelmanagementimechanisms(pertaining/toleach(basic

netltype.

Theleftltendlof(the[VSCldescribes(ctlearlyspecified[and relativelystablevaluesystems. [ Thelactors
producingandrdeliveringspecificCproducts,(and(their(activities[and[capabilities, [arebasically known.
Aslsuchlthisvaluel¢reation(systemidomainidescribesiwelllsuchbusinessinetsiwhichhavelachieveda
relative Ustability land Chigh Dlevel CofCresourceJandCbusinessCprocessspecification Tin CtheirCivalue
production.Verticalldemandisupplyhets(involving[bothlsupplyandidistributionnets)andpartofithe
horizontalimarketnetsiare/postulatedtobelong(tothisidomain.

Thelmultittieredsupplyhetslin(the automobilelindustry,(éspeciallythe [ Toyota supplierinet,[providela
typicalllillustrationJ(Dyer(11996).1Dell, IIKEA[Jand[INike[JalsolJillustrate well[specified [ ilsupplierJand
distributionnets[(GaddelandHakansson2001;Holwegland(Pil(2001; Lipparinifand(Fratocchi(1999). 1t
is[Inotable(Ithat, ] all[]of(Jthesellexamplel[]nets[] primarily(] pursuel efficiencyl]gains(lin[]terms(]of
production/logisticsiandfime¢ompression, fapidgrowthopportunity,[andlaccessfolawidercustomer
base./Anotherfeaturelisthelhierarchically(distributed(coordination(ofthe net.Interms ofvaluecreation
and(thelrolelof(knowledge, thelcapability[oflexploiting currentlactorlcompetencies[throughreffective
knowledge(transformationfandrsharinglisexpectedifolbelessentiallin(thesehets[(DyerfandINobeoka
2000;Levinthalfand™MarchM993; March1991).[Morelspecifically, ' we contend thatra highrlevel of
knowledge!( codification‘and[ladvancedl informationsystems[ are essentiall for[ building‘anefficient
verticalldemandsupplynhet.[TWithout[theselit[is nhot[possibleltollink thelproductionandrlogistical
processes|ofithenetimembers(Hooveretial.[2001).

RO ERERRAIRO
INSERTFIGURE1/AROUNDHERE
TR RN AR ETRRE T RTRIRRIN)

Consideringrhorizontalmets,[similarvaluecreation¢conditionsareralsovalidforisuchrhorizontalmarket
nets(thatlhavebeen(createdforproducingcombinediofferingsfortheirfendcustomersioniacontinuous
basis[(versus[projectlorltemporal’basis). THorizontallmarketnetsrare[created 'whencompeting(firms
recognizelthattheyhavelproducts,[channellrelationshipsioricustomeriservice systems thatlcanibe
combineditolachievelalstrongerpositionlin(globalllevellcompetition.[Competition(alliances, suchasithe
airlinelalliances1SkyTeam”[and“StarAlliance”, representlénduring(strategicinets, 'whichlare[generally
basedlon(thecombination(oflpartners’lexistingtesources({routesandlairporttights)landon thejoint
creation(ofrenewed@andhewprocesses(andresources((reservationsystem, customerbonussystem).
Manyservice providershave[lalsolestablished _more[loose[horizontal Cmarket_nets by providing
complimentaryserviceswhichproduceaddedvalueto[theirCjcustomersthroughvariouslbonus
programs.[TInlthe[U.K.(theNectar(rewardcardlsystem,forCexample,lisCsoonlcoveringlmost ofithe
consumptionfandiserviceneedoficonsumericustomers((http://www.nectar.com/NectarHome.nectar).

ItTshouldTbenotedthat horizontalThetsrarerseldomrpurelyrhorizontal.[TTheyloftenCeontaintvertically
positionedCsupplier Jand CdistributorCcompanies. L The[Cairline Ccoalitions, CforCexample, ClexpandLiinto
complex(]diagonalImultifieldInets(1through(their relationshipsiwithhotelichainsland[ car(rental
companies.



Thelmiddlelof(thelcontinuumdescribes valuelsystemsiwhichlarelbasedlonlcurrentlvaluelcreation
systemslandl(aslsuchlarelrelativelywell[determined,butlwhichlarelbeingmodified by actorsithrough
incrementallandilocallinnovation(activities[targeting(tolachievelimprovementslinicurrentivaluelsystems.
Weprimarilydistinguishbetweentwol[neticategories(in(this(relatively lunrecognized(value metidomain.
First,CmostUmultiiccompanyIR&D Cprojects, Cwhich generallylinvolve Callhubicompanyandlitslead
supplier(s), OpilotCcustomer(s), Jand JoftenCconsultants Cand Ospecifictechnology Cproviders, CcanCbe
regardedas[temporal,goalloriented nets. ThiscanalsoholdtrueforCother_multi(partyprojects
established(foribusiness[processiimprovements.Usually, thesenets, whichiwelcall’businesstenewal
nets,faimlatlincreasinglthelefficiencylofthelexistingVerticall[demandisupplynetsiorihorizontalimarket
nets(bylimproving(theirlofferingslorispecificlpartsof[their’businessiprocesses[(production,logistics,
informationJsystems, Cetc.).[]OfferingJimprovementsican,[JThoweveribringalsoIgainslinCJmarket
effectiveness

Customer(solutioninetsform thelother(group(ofirenewalnets. TSolutionnets(are formed(by(producers
with(complementary(resourceslandcompetenceswholoperate mainlylin(projectibasedbusiness, e.g.
inl¢onstructionlindustry,(éngineering, [orsoftware(development.[Theylarefemporallinithe sensethata
specificlhet[partner.constellationlis[decidedlon(the[basis[of[the goalofthespecific[solutionproject.
Thelgoalldefinesthecompetences(required, Whichthenlguidelthelselection[of[thehetimembers.TIn
spitelof(this(temporalcharacter,[solution[hetsigenerallylhavelalhubfirmlorlalsetlof(felativelystable
core[membersaroundwhich[thel[projectsiareorganized. I ThisCimproves[theirlvalue production
effectivenessicompareditolcompletelyiadhocprojectiarrangements

From[thelvaluelcreation andl knowledgel perspectives, thellocallrenewal nhets require albalanced
positionJbetweenknowledgelexploitationJandlexploration. 1 The[Icapabilitylof(1bridgingIdifferent
communitiesof (practices=+(experts(ofvarioustechnologies(andfunctional(areas,software(developers,
business(imanagers(+[is[éssentiallin[creating hew[specialized knowledge[(Araujo[1998; Brownland
Duguid2001;DyerlandNobeoka(2000).[1This[social[character(of(knowledgeproductionlemphasizes
anlability[tolcreatetrusting[partnershipsfandirequiresprojectimanagersiand membersiwholperform
welllinimultifunctionaliand imultiractoriteams((Birkinshaw(et[al.[2002; Dougherty1992).lnterms ofthe
networkstructure,[ renewalnetsaregenerallydiagonal, havingCmembers[frombothvertical“and
horizontal'dimensionsofithevaluecreation.

Thelrighttlhandllendof( thellcontinuum(describes(lemerging(value'systems. 'Through[ them[new
technologies, [ business conceptsl orl evenl businessl fields[ arel beingl created. In[ this[ respect,! this
domain(concerns(radical,[discontinuousland['systemiwidelchangelaslliillustrated by the birthof
commercialllnternet/or(genetechnology.Ttlis[¢haracterized by dispersed(andvaguelylidentifiablelideas
about(the futurelinvolving(greatuncertainty.

Werfidentifythreehetwork/netlcategorieslinithis(telatively unresearchedandrhighlyrcomplexidomain
(forCalmorelextensiveldiscussiononlthehetworkedemergencelof[ hew[technologiesandlbusiness
fieldsiseeGeels2002;Lungren1995;Mollerfand[Svahn2005).[First,[therelarelinnovationnetworks,
whichlarelrelativelylooselsciencelandltechnologybasedltesearch hetworkslinvolvingluniversities,
researchlinstitutions,andresearchlorganizations(ofimajorcorporations.[TTheselare[¢characterized by
professionalfandrsocialltelationshipsiandrarenotprimarily[businesshetworksbutlareguidedbythe
ethoslof[ scientific[ discovery.[THowever,[largel corporations[are[tolalgrowinglextent[ participatinglin
theselnetworks through(theirfownltesearchers’and(bysponsoringluniversitylaboratoriesfandother
researchlinstitutions((Lundgren11995).[They[are[‘alsol harnessing[ these broad( sciencel networks
throughmulticparty research(projectshavingspecificlapplicationoriented(goals. ITheselstructures fulfill
thelcharacteristics oflfemporal(projectnets(Doz(etal.[2001).

Second,proactive[companies(iryfolcreatesolcalled/dominantiechnologicaldesignslinthe(premarket
phaserofithebusinessfieldevolutionlinfordertofavoritheirfpositionsrintheieldlandforacceleratethe
marketconstruction{AbernathyrandUtterbackM978; Andersonrand Tushman1990; Tushmanand
Rosenkopfr1992).MThisfcompetitiontakesplacethroughmetworkingrasnorsinglefirmrcanrgenerally
achievelaldominantidesignibyIitself(Srinivasanretial.’2006). Theseldominantidesignmetslare’diagonal
coalitions(Jof( Ipartially lcompeting(land(lpartially[ lcomplementing[Icompanies, Iwhich[Ishare(Isimilar
technologicallview, exemplified by the[Symbian(and Bluetooth(coalitions withinlthemobile[phoningland
servicesl(field[ (http://www.symbian.com;[http://www.bluetooth.com).[Often(therelcanlbelseverallhets
competingtoléstablishfechnologicalldominancellikein[the .competition[of flat[panel displaysolutions
(Murthaletal.[2001). [ltls notable that this(hetworked [competition[deals motlonly (with[companiesand



technologicalactorsibutialsolotheristakeholdersisuchasiregulatorsfandfinanciallinstitutionsthroughra
complex(process(oflagendalsettingwith(thelultimate(objective of(subtlyaligningpubliclopinionwith(the
interest/ofthel[dominant(designinet.

Thelthirdinetiypelinthisidomainisapplicationnets, whichare formediosupporttherace forlachieving
commerciallyviable[business[applicationsLout[of thelevolving[technology. IThese hets[mayloverlap
withfdominant[design[hets[buttheylare generally drivenbyla hubLcompanylandlinvolvealweb of
complementarycomponent,software,@andotheritechnologyproducers,asiwelliaspiloticustomers.For
example,l[emergingmobilelservicesare(generally¢createdthroughbusinessinetslinvolvinglaltelecom
operator,[several“middlewareltype”softwareproducers,landicontent/serviceproviders.

From(thelperspectivelof valuelcreationllogic, the challengesifaced bylthelactorsCinltheemerging
businessinets(creatingnew(technologyland/businessi¢onceptslare(pronouncedly(differentfromithose
faced(bylthelactorslin(stable(business(nets. Thepervasiveluncertaintyand(tacit/naturelof(beliefsfand
ideas(abouttechnologicallandlcommerciallopportunities(lead[tfolalsituationiwhere sensemaking(ofithe
emergingLopportunities (Weick[(1995)andthetolcreationLof(knowledge[throughlexploration{March
1991)ldominate(overithelissues offransferringexistinglexplicit knowledge.Intheearly[phaselitlisvery
muchlabout.competitiontoreduce(thelperceivedluncertaintythroughlagendalsetting,and,in(the(later
phasesibylhetworkedtreation offworkingldesignsandlapplications.ITheselactivities[presumeldeep
collaborationicapabilitieslandljoint/creationoflnew(solutions.

Thelproposedivaluelsystemlcontinuumframeworklis[anlabstracttheoretical construct.(1trdoes hot
postulate"anydevelopmentphasesorl pathCbutproposeslideal types of businessnetslicurrent
businessiinets,lbusinesslrenewalnets, Jlemerginginewbusinessnets[[TlbasedJonthellevel Jof
determinationfandthelrole [of(knowledge oftheirunderlyingvaluesystems. In(reality, wewillneverfind
purelylidealvaluelsystems,lin[the[samelwaylas[therelis nol pure market governance, hierarchical
governance,or[hetwork[governancel(Bradach(andEccles1989;Powell(1990).[TAll[nettypeslexhibit
hybrid formsLof_governance mechanism,varying frommore[pronounced hierarchical(coordinationto
selflorganizationthroughmutualadjustments{Adler(etal.[(1999).[ T Nets[may[also[belinterrelated
throughractorsihaving(roleslin[severallhets;[and mostllargelcorporations‘hold(foleslinseveralhets
acrossthe continuum.” [Finally, the “content”of the [continuum, 'the businessnetsand theirunderlying
valuelsystems,(isCin[constantevolution.[Oncenetstreatinginnovativeservices,suchCasmobile
banking,havelbeenl ableltol specify[theirl offerings andltheirl value(creation systems,[theylcanlbe
reclassifiedas[currentlbusinessnets.(Inlalsimilar(fashion, ' whenlhew!( offeringslorbusiness(process
improvementsihavebeenlachievedithroughlrenewalprojectinets, theylaresubsumedlintolthelregular
“clockwork”functioning of(efficient/currentbusinessinets.

Basedlon(theprecedingdiscussion,wesuggest(thatthelissues[facedlinimanagingbusiness(nets(are
profoundlyCinfluenced by theirCunderlying[valuelsystems.[While[comparingthellearningskillsCand
capabilities(requiredlinfourthreelidealltypenets,the fundamentalldriverioftheirldifferences[seems(to
belthelvaryingcharacterlandroleof(knowledgelinitheirfunderlyingvaluelsystems.[IThis ontological
dissimilaritylis[obviousbetweenthewelllestablishedandemergingvaluesystems.In"the[former,
knowledgeTlisprimarilyCcodifiablerandfirmlyCheld,[Whereas(inlthellatter'thelToleloftacit’knowledge,
widelydispersed, vaguefandiuincertain,lisimorepronounced. Thelincrementallknowledgelcreation,the
middleposition(inithevaluecontinuum, [shares/aspectsiofiboth(extremes,the keylissuelisthe invention
offnewmodifications(outlofthelexisting, [(partly[¢codifiedand(partly(tacit,(knowledge bases.[In brief,we
arguethatthechallengesiofimanagementiareremarkablydifferentlacrossithecontinuum.

Management/Mechanisms(in[Business/Nets

Drawinglon(theldiscussionslinthelprevioussections[welsuggestthatlitlisCuseful torexaminelthe
managementTequirements,posedbythedifferentiypesiofistrategicinets, by focusingonithefollowing
perspectivesioridimensions:[thelroleoflefficiency versuséffectivenesslinfachievingmetigoals;the(role
offknowledgerutilizationversusthelproductionfoffhewknowledgelinrachievingihetrgoals;theltyperof
interdependencebetweenactors. Theseldimensions(arerelatedtfoltheunderlyingvalue¢reationlogic
ofithenetlanditheylareexpectedtolexertisignificantlinfluencelontheviablelmanagementimechanisms
perinetitype. Theselareldiscussedwithithehelpioftheframework(depicted(inTable(1.
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ManagementofiCurrentBusinessNets

VerticallDemand[SuppleNets[I(VDNs)JareJprimarily Cestablished Jfor lcompeting Cthrough Defficient
productionioféstablishedlcustomeriofferingsibyfleanmanufacturing”(lowering[costs, shorteninglead
time)systemsrandifassemblyron’demand”{loweringlinventories, matchingldemandland[production)
processes.[Thelendlofferingwhich(thenetproduceslisigenerally[decomposablelintolsmallerisubunits
requiring(specializedresourceslandValuelactivities fromthenetlactors. Thisspecializationleadslinto
strong(seriallinterdependencebetweeninetlactors; i.e. theloutputloflactor Alis(thelinputlofactor'B
(Hakanssonland[Persson[2004; Thompson(1967).[1This high(levellof(specialization(énables actorsto
reach( efficiencylgains.[Thelefficientlintegration of componentslandlthelcoordination[of the related
valuel activities[ require[‘alhighlevell of knowledge[ codifiability[ facilitating[its[ sharing[‘/amongst[the
membersbf the net[{KogutCand[Zander1992). Thisl[is[Trequired tolsolve[serialCinterdependence
problems[suchlasthelschedulingloffldemandpulliproductionCandlogistics, Whichlrequirereciprocal
informationexchangelandadaptability[(forralcommentarylon serialland teciprocallinterdependence,
see[Hakanssonland[Persson[2004;[ Thompson[1967). Drawingon[this[reasoningwel proposelthat
highlylintegratedldemand(supply hetscanlbelconstructedland managed(effectivelylonlyfwhen(the
underlyingvalueisystemhasreachedathighievelioficodifiabilitylandfransparency.

Whatlkindslofi(managementimechanismslarelparamountlinthesehets? TEvidently, thelspecialized
componentsihavetobelintegratediandtheiriproductionischedulesiandilogisticsneedtobelcoordinated
through(crossicompanyllT systems((Adlerietial.[1999).[Alprerequisitelisthatthehub[can(mobilizelalset
of(actors[willing[tol form[al tightly[lcoordinatedsupplyand(channel net.[ICompanies with[lalwell[]
established(positionlin(their(field, providing[soundlendlcustomer demand(forithe het(throughlstrong
brands,havelalhigh(potentialltobecomelthelintegratorfirm.[Alstrongldemandpositionlisessentiallin
convincinglimportantffirsttierlcomponentivendorsandlintegrated (manufacturersthattheycanbenefit
fromlalcloservaluelnetlintermsoflargerivolumesiandimorelstability[((HolwegandPil(2001).[Themore
powerfulthelpositionCof(the hub(firm, themorelselectivelit'canlbelin thoosingthelhetlactors.Tln
general,[therelis[market pressurelinfluencing thenhetrmembers; each’memberChastolbelablelto
maintainits(relative[competitiveness, [asotherwiseliticouldbe replacedwithamore(efficientone.

Thelresourcelintegrationcapabilityrequires’alsystemictypelof(knowledgelonthelarchitectureloflthe
valuelactivitieslunderlyingthelhet((Parolini(1999;SanchezlandMahoney(1996;Seufertlet al.[1999).
AchievingthisLinClcomplexvertical lnetsLlinvolving[Jseveral _technological Jplatforms[Jcanbelvery
demanding, [costly(orloutrightlimpossiblelas intimate’knowledge is(dispersedlamongst(different/actors
atidifferentllevelsiofithenet.MThelsolution(lieslinthe multitieredlstructureofthenet.[Therelareseveral
integratinglandCcoordinatinglactorsiwhol[possessthehecessary knowledgebaselfor_understanding
and(coordinatingtheirCown[fvaluesegments’[of[thelvaluelsystem.[Onelcanlspeaklof distributed
coordination.[Suchlintegratinglactors(=[e.g. IntellorCisco=form(thekeymodes(inthenet, besidesthe
hubffirm,las(they(createandretainthelspecialized knowledgelanditheoriesthatlarelusedlintheirivalue
segments.

Finally, Jlal hub(that[triestolachievel‘completecentralizedcontrol reduces( thelverylvarietyland
specializationthat[ constitute the source[of competitive[ strengthfor(thelnet.Inllearninglterms, onel]
sidedJemphasisJonJexploitationJdestroys[the Upotential JforCJexploration Jandgenerative Clearning
(HakanssonandFord2002;[March[1991;SlaterlandNarver1995).

InCHorizontallMarket[Nets[{HMNs)membershaveprimarily[Tpooledrinterdependencies{Thompson
1967)lin(thesenselthatltheylareproducingproducts’and/orservicesthat,[whenputtogetherroffer
addedivaluelforithelcustomersiofithenet.[TThelAmexfandNectarcard[companies, forfexample,rare
poolingtheir[partners’servicesaswiderlservicelofferingsCare morelattractivetotheir'cardholding
customers.Tinfotheriwords, (by/consumingmoretheendcustomersiearnthigheribonuses. Thismakes
thelnet(more(attractiveforihew potentialservice(providersiasiwell.[TEstablishinglandimanagingthese
kinds[of[ het requires[developinglandlsharing operating[ principleslincludingl decisionsonltevenue
sharing, [joint(brandingland marketing[communicationprograms. ICompanies[havelalsoltoldevelop(a
jointITCsystem(for(sharingLcustomerLinformationandenabling[the coordination of crossmarketing
activities;lin(otheriwordsthenetimembers(arelalsolreciprocallyinterdependent./An(attractivelintegrator



orlhublcompanylshouldlalso’havelallargelandifinanciallyfwelllofflcustomerbaselandadvanced[CRM
systems.[Compared(tolthe[ DSV nets lHMN[ het memberl tcompanies[ maintainhighautonomyand
continuel tolImarket(theirIservices[lalsollindependently[-[like[1Sainsbury,[ithelargeU.K. retailer
participatinglinitheNectarreward/card(net.

Compared(torhorizontal (tustomerireward[hets,[airlineLalliancesshare[more[characteristics(with[the
vertical supply netslin(thelsenselthat theirimembersishare[bothlseriallandpooledlinterdependence.
That(is, thel’Tmembersiof( thesellnets[haveltolcreatelstrongerllinkages between(their[lbusiness
processes.[TThelheavylinvestmentsiand(thelstrategiclhatureloflissueslinvolvedicauseltheselkindslof
competitivelalliance netstorhavelformallcentrallcommitteesthat'mayralsolleadtorequityrholdings
(Kleymannrand(Serist612005; de’Man2004).(Iltimaytake[severallyearsforlalpartnershiptolbecomera
colecoordinated1netJonJaccount of JthelJvarying corporate[’ cultureslandlgoallJincongruencies
characterizing(firms(participatinglinithe(net.

Managementof BusinessRenewalNets

Business[RenewalNets[(BRNs)larelestablishedfolprovideimprovementstothelexisting[offeringsand
businessprocessesloflthevalueproductionsystems(thatiwelhavelabeledaslcurrentbusinesshets.
Collectivelactionlis[tequired whenlresources andcompetencieslinvolvedrinrenewallareldispersed
among(severallnetpartnersiduetofirmispecialization.[Renewal hetstypically'haveexplicit'goalstand
timetables‘andlarelorganizedas multipartyprojects.[TComplexrenewallobjectivesiareloftenpursued
through(severallinterrelated projects.'Mostproductidevelopment’andibusinessprocess modification
projects,iexemplifynetsisharingtheselcharacteristics(astheylinvolvevariousparticipantsisuchlaspilot
customers, leadsuppliers (vonHippel 1988), and[technologylandlservice providers (Ekstedt et al.
1999).[Customer(Solution[Nets[(CSNs)[share most(of(thefeaturesof(the[Business[Renewal Nets.In
solution[Inets, lalgroupof Jlcompanies with[ilcomplementary[resources‘andlicompetences(Iprovide
customer(driven(solutions/onlalprojectbasis. Alspecificpartnericonstellationlisdecidedonthe (basis[of
thelgoallofithelspecificisolutionproject.

IntthisTkind[oftargetedprojectnetsthelactorsiarelhighlylinterrelatedfandihavetolsolvelserial,[pooled,
and(reciprocallinterdependencelissues/astheoutputiofionephasewouldicorrespondinglybethelinput
toltheotherleadingto[seriallinterdependence.Pooledlinterdependencelarises from[thelscarce
qualified(Ipersonnellithat[1haveltol1bel[Ipooled(between(Iprojects. 1 This[Ipooling[Irequiresmutual
understandingloflthelkindlof(expertiselinvolved(inthe (projectand knowledge oflthe[competencesiand
capacityl[ ] of(1each(]netllmember.[] Theljoint/learning’landl]problem(]solvingl]requires(]reciprocal
communicationsland[thellsharing[J of I professional Jexpertise,and [ hence, lleadsIto[Ireciprocal
interdependencies((Dougherty[1992; Tuomi(2002).

Business(fenewalmetsfandcurrentbusinessinetsrareloftenrhighlyfembedded interms offhavingmany

organizationsland[personslinLcommon.[We[contend, however,[thatthesehets[differlin[theirvaluel]
producingogic.[Fromthe knowledge[perspective, localldevelopmentnetsfequirelabalancedposition

betweenknowledgelexploitationfandknowledgeexploration.

Anlessentiallaspectiin(bothbusinessenewalmets[(BRNs)andcustomerisolutionsinets (CSNs)listhe
net’sfabilitytomotlonlyéxploitithelspecializedknowledgelheld by éachlactoributialsoltoléxpand this
knowledge(throughcollaborativellearning.[Themoreladjustmentsiandnew solutions(arelrequired by
thelproject(comparedtolthelcurrentivalue productionsisystem),themorel(criticalthe jointlknowledge
production.[Thislis[alchallengingtasklduefothel[embeddedness ofleachmetimember’sispecial, partly
explicitipartlyfacit, knowledgein[people @ndroutines. Thissocial(characterof knowledgeandlearning
has[beenlunderlined by the_.communities of practice perspective (BrownandDuguid(2001;Tuomi
2002;LavelandWenger1993).

Thelsociallcharacteriofifknowledgelproductionputsiemphasisionthecapability (of bridgingthe borders
ofboththelinvolvedfirmsandtheirrcommunitiesof practicel (Moweryetal.[11996; Nonakaland
Takeuchi995;Simonin(1999).(Bridginglisnotlfree,"however, butlrequiresspecificCorganizational
capabilities. TBeinglableltolunderstand/specializedknowledge [domains[asexemplified[bylexperts[of
product(]and(]process(ltechnologies,1software(developers, 1 marketing(land(businessmanagers
(Birkinshaw(et(al.[2002; Dougherty(1992) presumes[an(ability[tolcross(their[professionallanguages
and(sublcultures.



Thelroleof(boundarypersonsCworkingonCcrossiorganizational teamsris[centralCin[the business
renewallnets. Partner(specificl experiences, generallalliancelexperience, and relational[governance
structuresand[ processes[support[ the( creation[ of[ suchlinterorganizationall routines( that[ facilitate
effectiveljoint(renewall$olutions((Kalel(etlal.[2002; Lambeléetral.[2002; Mowery[etlal.[1996; Simonin
1999; Zolloletal.[2002).[AlkeyLlissuelis to[sharethebenefits of[businessrenewallin[alivay[that
motivateslalllthe[hetpartners.[Withoutimembers’linitiatives (much[ofthelearning[potentiallof the (het
dependslonithe hubfirm’smorelrestricted [ knowledge base,leadingtoralkindof fhierarchyltrap”
(Hakanssoniand(Ford(2002).

Thelmanagementiofrenewalnetslinvolves,again,abalancingidilemma. Altightly [coupledrenewalnet
with[strongunifyinglculturelandcoordinatedrelationshipsicanbeveryefficientlinl[developmentiprojects
whichldirectlyexploitlthe current’knowledgebasesof hetrmembers. Withoutlenoughlautonomyrand
space,[ timeland( resources( for[ exploration[tightly coupled( systems(tend, however,[tollooseltheir
innovativenessl(inthellongrun((LevinthallandMarch(1993; Weick[1995).

Management of EmergingiNewBusinessNets

Thevaluelsystems(atlthelrightlend oflourvaluelcontinuumi(Figure1)representithe varyingstages of
emergence.TheyllinvolvelJactorsJaimingJat’developingnew[technologies, productsior[business
concepts. Thisfactionlisfutureforientedlinthelsenselthatthe’economicvaluepotential‘of thesemetsIis
generallyfullyrealizedronlylinthefuture. MUncertaintyfandrambiguity relatedfovalueactivitiesrandto
actorsrand(theirCcapabilitiesCarelinherentfeatureslof thisflandscape, 'exemplifiedbythelconverging
information,.communication,’andlelcontentfields[(Amitfand[Zott[2001; EisenhardtrfandMartin[2000).
Wedistinguishthreelinterrelatedbut[differentChetworksandhetslin(this[broaddomain:[innovation
networks, dominantdesignhets, andlapplicationhets.[ Theselarellocatedlin[different partsoflthe
emergencelcontinuum,as(application(developmentlalready(rtequires telativelyspecifiedtechnological
solutions(whereas(innovationand(linventionInetworks[loperateat[the ‘ledgellof[ thelow[levelllof
determination.

InnovationNetworks[{(INs)Carelrelatively [loosescienceland[technologybased[researchnetworks
involvingluniversities, (fesearchlinstitutions,[andresearchorganizations ofimajoricorporations. TAs[we
pointedoutearlier, theseare[ mainlyprofessionalnetworks, hotbusiness networks,fandguided
primarily (bythelethosofiscientificldiscovery.TAs such,theycannotbemanagedbylanyonelcompany
orllinstitutionalone.However, [ large[‘corporationsaretollalgrowingextentparticipatingCinthese
networks(through(theirfowniresearchersiandbysponsoringluniversitylaboratoriesfandlotheriresearch
institutions(Lundgren(1995;Doz etlal.[2001).

Alkeymanagerial(challengelinithis(earlyphaseloflemergencelisithelidentificationland/sense makingof
widelydispersedlandlinherentlythellocal haturelof[technologicallandbreakthroughlbusinesslideas
(Dozletral.2001;Lundgren1995;Murthaletral.2001).IIdeas areoftenfuzzy, thatlis, therelislambiguity
aboutlthel[possible causelandeffect relationshipsbetween[existingknowledgeandltheemergent
knowledge. Fuzzylideas dolhot[yet containfarclearCheuristicfofThowtopursuertheridea{Scharmer
2000).[Therkeylquestionlisthen,'lhowltolenhancelanlactors’'senselmakinglability?[tfappearsithat
actorsilocatedlin(hodes[Whichlconnectmultiple[actorsrandrcreate[differenttypesofinewknowledge
havelalbetter[chancelofltecognizinglemergingtechnologicallandbusinesslopportunities(thanlactors
wholarelhighly(specialized[(Hakansson(et[al.[1999; Kogut[2000; Powelllet(al.[1996).[8incelthey are
involvedlin[severallinterlinked(but(different/networks, major corporations/havelincreasedexposure(to
ideas[‘emerging! from[other[actors. Furthermore, [ iGranovetter's((1973)and Uzzi's[(1997)[ findings
suggestthat[weak(ties[withCmany[actorsform[anlimportantsourceloflinformationaboutlideas that
originate[butside[of(anlactor'sLmorelimmediate (hetworkenvironment.[[Weak[ties[help[toLexpand[a
firm’smetworkhorizonbeyondIitslocalinetwork{Alajoutsijarviletal.,[1999; Dubois1998).IThis[canbe
indispensableforimakingsenselofthefluxiiniearlybusinessfieldlemergence.

BesidesthisCkind Cof“environmental Tscanning”TforCearly Tsignalsof Cbreakthrough Cscienceldriven
businesslideas,proactivelincumbentcorporationshaveralsoldeliberatelylincreasedltheirfexposurerto
emerging(technologiesibylacquiringltensiorlevenhundredslofismalllhighltechnology firms. Thislis(a
costlyway/oflincreasinglthe(variety[andrichness(oflone’sllearningenvironment. Similarresults/may(be
achieved( bylhavinglanlextensivel alliancel hetwork, including R&Dprojectswith[interestingCSMEs
(Hinterhuber2002;Dyer’and(Singh2000). I Major_companies[are[alsoharnessingbroad[science
networks, throughmulti(party¢collaborative [research(projects with(universitiesland(researchlinstitutions
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havingmorelspecificlandapplicationoriented goals((Dozret al.[2001; Murtharetral.r2001).[TThese
structuresisharemanylmanagement(characteristicswith(thetemporal(projectinets (BRNsand[CSNs)
discussed/earlier.

ComparedJtol]InnovationJNetworks1Dominant1DesignINets[1(DDNs)representItargetJoriented
mobilization[oflal¢oalition, [or(hetlof[actors, [@iming tolestablisha dominanttechnologicaldesigntolan
emerginglbusiness(field,[as[exemplified by the[SymbianandBluetoothtoalitions[withinthe field of
wirelessandmobile[communications.Welconceivetwolcriticallaspectslinithe [DDNmobilization.TFirst,
itlinvolves(settingfandicommunicatinglaldevelopmentiagendaforithe(field, andlsecond,aimobilization
andlcoordination(ofithe@activitiesioflalDSN.

ThroughlagendaUsettingalproactivelcompanycanlinfluencelthelsense/makingJandselection
processes! of[ lotherlactors‘and[ thusguidelthe[locklin[investmentdecisions[ that leadtolalnew
technologicalltrajectoryforicommercializedbusiness|offerings((Geels(2002).[Agendalsettinglis/alsola
necessary[conditionfor(mobilizinganetloflactorslintoltryingtoldeveloplaldominantidesign. The basic
idealof(agendalconstructionCis[to[reducelthelveryluncertainty[and ambiguity[inherentin[radical
emergence. [t is[ this[uncertainty _about[ the[ technologicall alternatives, [ requiredlinvestments, and
businessipotentialliniterms(ofivolumelandrevenue, whichlimpedesbusinesslinvestmentidecisions.

Throughragendalconstructionfalcompany,orfarnet,[canlinfluencelthelfelevantiactors’(senselmaking
processeslandlconsequentlythewaytheyframelandlinterpretithebusiness’émergence.[This[aspect,
whichHardy(1996) andSwanlandScarborough{2005)callfmeaningpower’ Cand Perrow11986
‘premiselcontrol’refersitothelextentlan(actorcaniinfluencetheimeaningsthroughwhichthelemerging
business(fieldlis(seenlandlconstructed(bythelinvolvedactors.[Agendalconstruction(linksthesensel]
making(perspectivelandlactors’[focusinglandidecisionmaking(processes,thus,making(it’an/essential
partlofithe(sociallconstructionofinewbusiness.

TheBluetoothcoalitionlis[algoodé@xampleoflatechnologicallinnovationiwhere [partially[competingand
partiallyccomplementingWwirelesstechnologyandiservice[companies[joinedtheirforcestodevelopa
technologicalCsolution,ClwhichCbecame“adominantidesign_forfuture _commercial Capplicationsand
services((http://www.bluetooth.com).

ActivelmobilizationloffalDDN[presumeslalcredibleldesignisolutionfandlalroad maplofltechnology
development.df(successful, this[leadstolallocklin[and_.commitmenttolalpaththat the mobilizerLis
driving.[This/presumes|eitherialstrongicompany(withlalgood track(record((like Ericsson, thelinitiatoriof
Bluetooth(coalition)orfarsmalllinnovativetompanywith[alverylattractive[technological($olution((like
Psionlinthe/¢caselof[Symbian(coalition). IThemanagementioflaldominantidesignnetigenerallyinvolves
atlleast/twollevels.[TFirst,[theltechnological developmentiwork[is[carried outl throughcollaborative
projects, [characterizedbythelsimilarlissuesof(managementraslinithetemporalprojectihets[(BRNs
and[CSNs)[discussed(earlier.[TSecond, thestrategicicmanagementlofthelcoalition[generallylinvolves
thelestablishmentloffaformallorganizationiwherelallthelinvolvedmetimembers[aretepresented.1The
netldevelopmentlisigenerallylcarriedloutthroughiworkinggroups,andthefmembersiaimtorarrivelat
shared(unidirectionalidecisions{deMan2004).

Finally, ApplicationNets[(ANs)(refertolthe networked[developmentiandlaunchloflearlylcommercial

applications(withinthelemerging(businessi(field.[1Thelearly(mobile phones, Internet portals, orfUNIX[]
basedlworkstationsprovide somelexamples.[TANs mayoverlaplwithfdominantldesignnetsbutrare

generallydriven(bylalhublcompanyandlinvolve aweblof(complementary(component, software,and

otherltechnologyproducersas(welllas[pilot_customers. I Thus,[ANs[donhot[generally_contain.clear

marketcompetitorsthatlarerelatively typicallin[DDNs.Tnferms oftheirimanagement,/ANs(are(argued

toCexhibitCaChybridCcharacter. (1" The CapplicationdevelopmentworkCis[carried ToutthroughCsimilar

structureslinvolvedlin(Business[Renewall@and[CustomeriSolutionnets.[It[containsfanalogouslissueslin

termsloficollaborative, [projectibasedlearning,’enhancingthelimportanceoflboundarypersonsiandithe

trust’basedrsharingloflknowledge,andefficientprojectimanagementiinigeneral.

In(parallelltolsolvingtheltechnologicallaspectslof[anlapplication, thelhetlmustiwork on creatinglan
efficientimarketing, (distribution, [andproduction’systemifor(theapplication.TThesemay involvelinviting
newmembers(tolthe hetwork.[TThe managementlissues/of(theselaspectsbelongtolthe domainlof
CurrentBusiness[Nets;lin[alsensealsuccessfullapplicationlis[fmoved’to[the valuelcreationlogiclof
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eithertheVertical [ DemandiSupplyNetlorithelHorizontal[MarketNetldependinglonithe businessilogic
and(model(ofltheapplication.

Conclusions

ThisJpaperproposesItwolIsignificantJcontributions JtoJthe lemerging JtheoryJof UmanagementCin
interorganizational Jnetworks JandJbusiness[Inets:[Jthe[classification JframeworkJforJintentionally
developedibusinessinets,[andthelanalysis(of(the[managementrequirementslinidifferentiypesiofnet.
Theselcontributionsrare(firstidiscussed fromraltheoretical perspectiverandrarmanageriallperspective.
Next,thellimitations[of the[paperarelidentified, ‘and(finally, suggestions[forfuturelresearchlare
provided.

TheoreticallandiManagerial Implications

Wel] started(] by[] emphasizing(] thel] relevancel] of(] differentiating(] between(] thell evolutionary
interorganizational “networks[ perspective ‘adopted’inleconomicl sociology and embraced[ by most
researchlintolindustrialinetworks,@andthebusinessnetslintentionally formedby(alsetof(organizations.
Alsignificantlimplicationlofthisdistinctionlisthequestionoffwhatkind[of(hets[are[beingformedland
whetherlonel¢anlidentify[specificlconditionstelatedfolspecific[forms[oflorganizinglandnanagingthe
differentnets. Followinglthisfeasoning,'Welhavelconstructedlalvaluelsystem—based framework for
identifying(the¢characteristics[of(differenttypesiofibusinessinet. Thistheorydrivenframework withTlits
threelidealltypesi+currentibusinessinets(tryingprimarilytorachievelefficiencylgainsithroughidemand]
supplycoordination, businessrenewal nets[looking[forllocal[business processimprovements by
incrementallinnovationfandichange,landiemergingnew businessnetsiseekingtocreatemoreeffective
technologicaliapplicationsiandbusinessiconceptsbymeans(ofiradicalinnovationlandbusinessisystem
changel(llextends(our(knowledgeoflthe varioustypes(of businessneticonsiderably.

By(highlightingthe[characteristics[ofleachlideal type,0urivaluesystemcontinuumprovides(an/abstract
butCpowerful_contingencyview[basedconceptualizationof the ontologicallandepistemicLconditions
influencingthelmanagementlinCdifferentltypeslofinet.[(Wetontendthat this(framework[captures[the
complexityrandivariety[of(theléxpanding(strategiclbusinessnetslin(almorevalidfwaythanthelextant
classificationsrofinetworkrorganizations{cf.CAchrol1997;Cravens(etlal.[1994;[deMan2004;Piercy
and[Cravens[1995;Snow/etal.1992).

Using(thelvaluelsystem(frameworkwelidentified, throughthe reviewoflextantliterature, leightstrategic
netformsiunderiouribasicltypologylofithreevaluelcreationlogicldomains[+[Vertical[Demand(Supply
Nets,Horizontal[MarketNets,[Business[Renewal Nets,[Customer(SolutionNets,Innovation[Networks,
Dominant(DesignNets, and(ApplicationNets(+anddiscussedtheir(pertaining'/managementlissuesiand
mechanisms.[This[‘analysis makes[ al significant contributiontol the[developingl theory[ of hetwork
management.

Infessence,welarelsaying(thatltheontologicalldistinctionslinvaluelsystemsunderlyingthepostulated
netltypeslarelformingwidelydifferent epistemic tonditionslinfluencingtheirleffectiveCmanagement
solutions.[Thellevellofidetermination(ofthevaluelactivities(is feflectedlinthe [specificity[of(knowledge
structureslinfluencing(therelevanceofidifferentimodesiofllearningfandknowledgeutilizationfacross(the
nets.[Thislontologicalldissimilaritylisiobviousbetweenthewelllestablished current’businessnetsand
thelemerging hew( businessI hets. In[the[formerknowledgelisl primarily[codifiable and/firmly held,
whereasllin[thelatter(itllistacit, "'widely[Idispersed,causallylambiguouslandvaguelyheld.['The
incrementallknowledge(creation, themiddle[position,shares(aspects ofbboth &éxtremes. The keylissue
is[thelinvention(ofmewmodifications(outlof(existing, (partly (codified [@and partly tacit knowledge bases.

Thelmajority[oflstudieslon[managementrinthenetwork[context hasprimarily focusedlonlidentifying
conditions[forCmanagementlinfgeneral {Hakanssonand[Ford[2002; [ Jones et al.[1997; Ritterlet al.
2004;Powellretral.[996).Mtrcanralsolbelclaimed,thatstudiesfexaminingfmanagementrinparticular
netsChavelhotlprovidedrarunifiedtheoretical’baselforlidentifieddifferencesCinfmanagement{Achrol
1997; Cravens'etral.[1994;PiercylandCravens[1995).[Comparedtolthislextantresearchiwelcontend
thatJour(frameworkImakes[JalIsignificantIcontribution by jproposing(Jalisystematic,[theorybased
conceptualization(relating(thelontologicalcharacteristicsof the types[oflintentionalbusinesshets(to
theirCknowledgelandllearning requirements. Ourlframework[alsoexpandsthelemergingltheoryl of
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networkimanagement.[Basedlonlouranalysis, welarguelthatthemorefiraditionalldynamicicapabilities
suchlasrelational(partneringlandralliance(management((EisenhardtfandMartin[2000; [Kalelet(al.[2002;
Spekman(etral.[2000) arelhot[sufficientforlcomplexknowledgelsharinglandlcolcreationlinldifferent
typesloflbusinessnet.(In[brief, our businesshetslframework( offersi clear managerial guidancelfor
constructinglandimanaging(specifictypesofinetforparticularigoals.

Ourlconclusionsiandpropositionsmustbeconsideredlin(thelightofthe limitations[oflthisstudy.[One
aspectiisithenumber(ofidifferentiliteraturesiemployed.Duetolspacellimitationwelhavehadfolpresent
ratherbriefldiscussionsfolmanyimportantithemesiandiconceptualizations.Welhave,however, tried o
maintain(claritybyrusinglallimitedsetlof(keyconcepts fromleachrelevantfieldlandbylproviding[core
referencesionleach centralltopic.

Suggestionsiforifuturefresearch

ProgrammaticlJempiricalllresearch(Jis[lrequired(Itolldeepen(land(validate[lour[Iproposition[lof(the
characteristics Dof JdifferentJtypesofintentional Ubusiness[InetJandtheJpostulated Imanagement
mechanismsJandrequirements.1Here, JalJcareful JtheorydrivenOmultilcase Jdesignllinvolving[Jthe
identificationof businessInets whichrepresentCourthreelideal OtypesJascloselyJasIpossible,
comparison(lof(1theirl]organizational [ structuresi’andl1managementlI mechanismsemployed, Jand
assessmentrofitheperformancerofdifferentmetswouldappearfo’beraviablerstrategy.[Thelexamples
offeredlinithelpaperisuggestlafewlsuitablelindustryl¢ontexts.[Anlassemblytypelofimature[consumer
andlbusinessiproducts, exemplified by PCslandbasicimodels ofimobile[phones, touldbe usedfor
examiningthelcurrentlbusinesshetslandthebusinesstenewalnets.[Advanced(mobilelservicesland
otherlemergingICT [offeringsiseem(ibprovidealgoodmilieuforithelanalysisof themewbusinessnets.
Welhope(that(theproposedlideas/will'supportiresearchleffortsinithis(fapidlydevelopingfield. [Deeper
understandinglis(neededconcerning(thebehaviorlfandimanagementiofistrategicinets, [apertinenttopic
inlthe world(of(rapidly(globalizingnetworksandnets.

AR EARE
Endnotes

' The [pointthatllarge(corporations(mayholdroleslindifferenttypesiofinetslisirelatedfothe variety of
theirlgoalsfandlactivities.[Using[Nokiarandthe[mobile[phonelbusinessiasanlexample,[Nokialhas
mobilizedlalsupplierinetpursuinglhighloperationalléfficiency.1Simultaneouslylit'hasbeenlinvolvedlin
many(technological¢oalitionsl(like thelonebehindthe Bluetoothtechnologyandihasbeen(activelinithe
establishmentlofithe[Open[Mobile[Association[(OMA)which canibelseenlaslanetof firms(driving[the
openness(andlinteroperabilityl of future ‘mobile services. TThesel hetlactivitiesare[exampleslof(the
“emergingnewlbusinessihets”.[ITheseltwolhetltypes+thelcurrentlbusinessnetsiandthe émerging
newlbusiness[hets(+haveldifferent[logics[andlrequire different_managerial_mechanisms. T This[lis
reflectedlinthe[fact that_Nokia usesldifferentlorganizationalentities[to carryloutlits(rolelin[these
differentnets.
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Current/BusinessNets
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*DELL » SkyTeam
* IKEA * Nectar
* Amex
Highileveliof

determination

Business/Renewal Nets

Business Customer
Renewal Solution
Nets Nets

 Construction

* Offerlimprovements projects
* Businessiprocess « Software
improvements solutions

Emerging/Business/Nets

Application Dominant Innovation
Nets Design  Networks
Nets
« Flatipanel  « Symbian * Science!
displays « Bluetooth based
networks

Lowlevellof
determination

Stable,wellldefined
valuesystem

*  Welllknownand(specifiedvalue
activities

*  Welllknownlactors

*  Welllknown(technologies

*  Welllknown(businessprocesses

« Stablevaluelsystems

Establishedvalue(system,
incrementallimprovements
+  Welllknownvaluelsystems
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Table.Business[Nets = Their[CharacteristicslandiManagement/Mechanisms

CurrentBusinessNets

BusinessRenewalNets

NewBusinessNets

Ontological(Characteristics
=[Relativelstable, multiltieredstructure
= Prominentievelloficodifiabilityof value
activitieslandknowledge
=[Relativeltransparencyandlevelof
determination(ofvaluelactivities

Ontological(Characteristics
=[Coexistence of([stabilitylandlincremental
change
= Specializedknowledgeembedded!in
persons,icommunities(of(practice,land
routines = [partlytacit/partlyexplicit.
= Temporarylinnature

OntologicalCharacteristics
=Radicallchangelinvolvinglchange of
existingvalue(systems(and(creation(of new
ones
= Uncertainty(concerning/emerging
knowledge structuresiandvalueactivities
= Dispersedivaguelyheldlideas

TypicalNet/Goals
=[Tolachievelhighlsystemic efficiency
through(valuelactivitylintegrationiand
coordination
=[Providelintegrated(customeriofferings(by
combining/complimentaryresources

TypicalNet/Goals
=[Renewallof(existinglofferingsandbusiness
processes
= Produceloficustomer(driven/specified
solutions

Typical Net/Goals
=[Influencinglemergingfield
= Creatingmewdominantfechnology
solutions
= Creating/newcommerciallapplications

Management/Mechanisms

VerticallDemand(SupplyNets[(VDNSs)

=[ Stronglsequentialiinterdependence
betweenlactors

=[Reciprocallinformationexchangeland
adaptability

=[Highlevelofispecialization

=[Controllingefficiency((tight’enough
integrationiand(coordination(ofresources,
valuelactivitieslandnetimembers)

=[Distributed(¢oordination/[hierarchy(also
needed((riskoftoolhighlevellof(control by
thelhub)

HorizontallMarketNets[((HMNs)
=[Pooled((orireciprocal)interdependence
=[Highlautonomybut/sharedoperating

principles(revenuelsharing, jointbranding
&marketingicommunication)
= JointT(systemsforsharingcustomer&
marketlinformation
=[Coordinationofi¢ross(marketinglactivities
= Formallcentrallcommittees, [equity
holdings, etc.

Management/Mechanisms

Business(RenewalNets[(BRNSs)

= Pooled/andireciprocallinterdependence

= Coordinationiof(dispersed(resources

=[Bridging/borders(ofibothithelinvolved firms
andcommunitiesof(practice

= Coordinatedicollaboration

=[Trustinglculture,lenhancingjoint(]
development

= Motivating(partners((sharingbenefits,
IPRs)

=[Balancingwithitightiandlloosecoupling

CustomeriSolutioniNetsi(CSNs)

=[Serial,pooled, andreciprocal
interdependence((coordination(&
scheduling)

= Systemsifor(rapidestablishmentofia
net/customer(projecti(constellation(of
partners)

= Advanced projectimanagement(systems

»[Advanced(systems(forisharingbenefits

= Balancing(withtightlandloosecoupling

Management/Mechanisms

InnovationNetworks((INs)
= Mainly(reciprocallinterdependence
=[Selfl¢coordination(/linformallleadership
=[Weakities, [loose(coupling((trust, norms)
= Cannotbelmanagedibyonelactoralone
=[Actors(holdingnode(positionsiconnect
multiplelactors

DominantDesignNets[(DDNs)
=Pooledlandlreciprocallinterdependence
=[Settingl& communicatinglagenda

development
=Mobilizinglandcoordinatingforiactivities
=[Influencingithelsenselmakingprocess

(meaning(power(/[premise(control)
=[Usinglworking(groups//[alliancelteams

ApplicationNets ANs)

=[Serial,[pooled, or(reciprocal
interdependence

= Hubcompany!driven(with(hybrid(character
(similarito[BRNs@andCSNs)

= Collaborativeprojectbasedisystems
(boundarypersonsl/ilinking[pin(roles)

= Efficient[Systems(undericonstruction
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