


knowledge/competa® needed to bring forth new innova- lIl. RESEARCH SETTING

tive solutions to the market invites more actors inside as

well as outside the organization to be engaged in the Besearch methodology

productive processes. [1] [3] In this study, we follow the basic ideology of case research

Figure 1 illustrates Sveiby’s idea of value co-productidB]. In broader terms, our approach is qualitative [9], focusing
and capability co-creation emerging through the interama description and analysis of processes taking place in a case
tions between organization’s external relationships, intermampany. Thus, our study is @mpirical study examining a
relationships, and individual knowledge/competence. In theenomenon in its real environment.
figure, individual actors s their competence to create We adopted a qualitative, case research design [10]. The re-
value by transferring and converting knowledge externaligarch material were analysetith a content analysis method.
and internally to the organization they belongTthe exter- Researcher triangulation was implemented in order to enrich
nal relationships comprise the ongoing and dynamic intard deepen the analysis of the material [11.
actions between the members non-members of an organiza-
tion. Correspondingly, the internal relationships refer to tl&ta collection
internal actions the members take, the way they work andur primary contact during ¢hdata collection process was
communicate with each other, and the beliefs, values, d@hd founder member of the firm called Alfa. All interviewees
stories they share with each other. [3] (total of six persons) were chosen according to his recommen-
dations. The interview data was collected by three different
researchers in two separate points of time, spring 2004 and
between late autumn 2005 and early spring 2006. All interviews
were conducted in Finnish, artdey were recorded and tran-
scribed.

Four persons were interviewed both in 2004 and 2006, and
two only in 2006. The four persons interviewed twice are the
key persons who had been working in the project even before
the establishment of Alfa. Also the two persons whom were
interviewed only once had been with the company from the
beginning. The purpose of repeating interviews among the four
key persons was to include also a temporal scope in this study.

The interviews lasted betwedmree quarters and two hours.
The interviews focused on the processes of organising, develop-
ing, and conducting the companywasll as on the challenges it
faced during the period of tretudy. The interviews were con-
ducted as open-ended to bring forth actors' own interpretations
of the situation [11].
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FIGURE 1
CO-PRODUCING VALUE THROUGH RELATIONSHIPS AND
KNOWLEDGE/COMPETENCE [3] (Modified.)

Data analysis
The value co-production frameworks best describes orlnterviews were recorded and transcribed word for word.
ganizations WhiCh, in addition to their own know|only those little words such as “um” and “yOU know” were left
edge/competence, utilise the knowledge/competences of4Atyped. The research material comprises approximately 170
external actors. It is also gifrable to organizations whichpages of transcript.
a vision-based network and a capability to combine re-The method of content analysis was used [12]-[13]. The
sources and competences of different actors into a new aRalysis proceeded through six phases [14]:
functioning value (co-)production systems. These organizaFirst, we decided that the unit of data analysis would be a
tions need to focus on utilising aggregates of different atement, which could be a word, a sentence, part of a sen-
sources and competences on an expanding scale [5]. TH&Rce, or a thought comprising of many words and/or sentences.
fore, value creation means building a better and better fiSecond, we got acquainted with the interview material by
between relationships and knowledge [6]. reading the typed material through many times and by listening
to the tapes before starting to analyse them. This phase took
quite long time, because all researchers did not participate in the
actual interviews but received only transcribed material after-
wards.
Third, we simplified the data by coding those arguments and
enunciations that were relatéal our research problem. Then,
all similar codes were grouped together into a same category.



After that, we continued merging categories with the samerABLE 1

contents. Interpretation was used in all the phases described

THE CRITICAL BUSINESS DECISIONS MADE IN ALFA
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IV. CO-PRODUCTION OF VALUE THROUGH
NETWORKS — CASE ALFA

The case firm Alfa was established to bring a technolog
cal innovation to the market. The innovation combine
know-how from two industries and thus could be describe
as a hybrid media. Innovation process dates back to 194
when a product development manager of a company wj
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the ideas into the possibilities of combining different tech
nlogies.

In the next paragraphs, we will present results from ot
analysis on the interconnectedness of critical decisions
the process of bringing innovation to the market. Thes
decisions and the underlying factors behind them try {
demonstrate how value within an innovation-based busine
is actually co-produced. Table 1 summarises the busine
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decisions and their related factors.

Owning-partners selected based on capabilities
At first, the parent company intended to build a new
product line based on the innovation. However, other busi-
ness reorganization was done at the same time, and alsoRtbeuction through partnering
parent company did not acquire the knowledge needed foThe first product was launched in 2006, two years after the
mastering the new product line. Thus, a decision was matkrt-up. The decision was made early in the innovation process
to invest in a spin-off withtwo other partners from twonot to invest in own manufacturing equipment but to build pro-
different industries. Moreover, this decision can be seendagtion through partnering and subcontracting. The product
giving the grounds for other critical business decisiodgvelopment manager knew actors in the printing industry.
described in later paragraphs.

Customers as co-producers

Funding actors participate in value-creation At the time, when the company was set up, it was not clear
Besides the funding from the three owners, the Nationahat exactly will be offered aniwd which customers. The deci-
Technological Funding Agency played a critical role ision process on whom to target the main customers was not
financing the setting up the business operations of the reagy and it took almost a year to determine who the customers
company. Later on new capital investments were negae and who they should be. In a network business, there is a
ated. Through sharing the ownership the parent compdegr that profits dissolve into the vast network of partners and
was able to do risk-sharing and to bring more financisgbcontractors. Thus, the compapaid close attention in de-
know-how into setting up a new business. termining its position in the network.
After the long internal discussions and negotiations, the com-
pany decided to target the globally known customers, i.e.,
global brand owners. These actors were seen as having the



potential resources to either use the technology in their oMadue is co-produced through network relations
operations or develop it further with Alfa. As industry lead- During its existence, the company has been operating through
ers, these actors have also the power to seduce other itsistetwork relations. The network comprises both company’s
tomers to use it. Moreover, the brand owners were seen agexnal members (i.e., personnel) and external members (e.g.,
means to reach brand owners’ own customers (i.e., customners, research centres, consuka customers, partners and
ers-customers) and other inpant players in the marketsubcontractors). Some relations have been built before the es-
field. tablishment of the company atitkir existence as well as con-
The challenge with the global brand owners was that theyity has been dependant on specific personal contributions.
were not, after all, interested in participating in the proceal in all, internal and exterm members are interacting with
of product development. Rather, they wanted ready-to-esech other frequently and thereasdrive to deepen the most
solutions. Also, finding the right partners to negotiate withotential relationships further.
has not been easy, because the brand owners have orgdfrom the start, the companyshaeen the network as an en-
ised themselves not as hiethical organisations but asabler for running the futuréusiness effectively: company
bundles of networking contracts. Thus, connecting to theeds such a broad expertise tteinot be handled within one
right networks to bring the innovation forward has not beenmpany but within the range of multiple actors participating in

easy task for the company. the technology development as well as in the production and
marketing of the products. This, in turn, helps the company to
Gradual development of technology maintain and develop its own superior expertise. Moreover,

The company sees competitive advantage in engaginghgsworking with partners and stomers are seen as offering
customers in the final phases of the product developmeassibilities to expand the business activities further, to stay out
Hence, the company approachihe customer with an un-of costly investments and to remain its capability to change
finished idea of the final solution, and then develops it wittburses of actions quickly $fomething unexpected emerges.
the customer. The reason for thias been the fact that the However, the challenge the coamy has recently faced is its
company’s competitors are offieg ready-to-use solutionsever-increasing internal and texnal dispersiveness. As the
to the customers. However, the risk in this approach liesnietwork relations become wider and wider, it is impossible to
determining correctly the time to commercialise and moeentrol the internal (and external) actors and consider whether
specifically launch the produtd the market. The solutionthe connections are utilised properly or not. Networking deci-
must not be too incomplete and yet not too complete for giens include decisions on whet wider connections are yet
customer. needed or should the compafgcus on a certain amount of

In product development, the company has several paetations and deepen them further.
ners and acts sometimes as a mediator between them. These
partners are universities, other public research sites, V. DISCUSSION
autonomous firms and customers.

This paper has studied key challenges of managing a network
The company is a network of specialists business. The aim of this paper was to generate empirical

At first, in 2004, nine people worked in the company. Anowledge for understanding the networked nature of value
the end of 2006, there areaalh twenty people working. creation in innovation-based business by demonstrating how
The hiring policy has been to recruit highly skilled specialalue co-production occurs in practice. The study is based on
ists, no matter where they want to stay. It is thought that e interviews conducted between 2004 and 2006. The inter-
necessary everyone wants rtove to the city where theview material was analysed using a method of content analysis.
headquarters are. Thus, the organisation itself has becomeTde identified seven critical business decisions focuses on
networked organization. The personnel are located in fivaditionally held areas of business such as ownership, invest-
cities in Finland and one in Central Europe. Specialistent, production, customers, competitive advantage, organis-
travel frequently to custoems as customers participaténg, and managing network relations [4]. The primary organis-
heavily in the final phases of product development, amdy principle and driving forcef Alfa’s activities and opera-
they contact frequently their partners for getting more etens are internal and externaketworking. Thus, value co-
periments and testing underway. production occurs in and through several network relations

synchronically and interactively [1] [3] [5] [6].

First of all, customers participate in the production of value
[1] [6] [7], and thus, customerelations themselves become
valuable, as they become aoand long-term relations. More-
over, scattered internal and external network connections be-
tween members inside the coamy and between the company
and its suppliers as well as between the company and its part-
ners not only enable the role shifts and overlaps between the



