Henrik Dons Finsrud

Collaborating for Industrial
Development

Construction Processes in Interorganizational Fields

Trondheim, June 2004

Doctoral thesis for the degree of doktor ingenior

Norwegian University of Science and Technology
Faculty of Social Sciences and Technology Management
Department of Industrial Economics and Technology
Management

®@NTNU

URN:NBN:no-3460



Preface

Preface

Sometime in the previous millennium, I became intrigued by the phenomenon of
collaboration, and embarked on the winding road towards this volume. I am thankful that
collaboration and supportive relationships have not only been my field of study, but also a
characteristic of my travel along this road. This is the place to acknowledge those good people

who have made the travel a better one, personally, socially as well as professionally.

Despite my persistent attempts for many years not to let the thesis-work influence on my
family life, and in phases not even influence my work life, inevitably, the production of this
volume must be recognized as a family endeavour. Above all others, I want to thank my wife
Elisabeth for her support and reluctant willingness to carry much more than her load. As the
manuscript has grown, so has the family. Thank you to Tobias and Hanna for being who you

are, totally uninterested in PhD-work, and for reminding me of what matters most in life.

Work matters greatly. Dear Work Research Institute - AFI, quite a few people have strong
opinions about you. As always, the critical voices tend to be the loudest. I want to thank you
for your generosity and decency, for your learning environment and for all the opportunities
available to us any time we feel up to taking them. Not least, I want to thank you for the
extraordinary good work environment I have been fortunate to be part of for many years.

Admittedly, you are all individuals, yet you are the “house”.

Working with talented people over many years in this house accentuates the questions of how
I came to know what I know, and where the ideas came from. In well-functioning professional
environments, it is often difficult to trace the origin of ideas and concepts — because they grow
out of good conversations and mutual inspiration. Often we do not acknowledge this aspect of
the intellectual process that leads to the coining of e.g. a term, a concept or a new approach. I
know my learning process has benefited greatly from being a part of AFI, and I am indebted to

several AFI colleagues for their sharing of ideas and experiences. Thank you.
Funding and institutional backing matter, too. AFI generously awarded me a four-years grant

to get the work going. I suppose the intention was to get the work finished, but the process

took a different route. Eventually, the national research program Enterprise Development
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2000 provided me with a national agenda, a larger professional context and necessary
economic backing. The current 10-year national program Value Creation 2010 has continued
this role'. With its focus on regional development through collaboration, it has created an
inspiring context for getting this volume out the door, as well as providing possibilities for

exciting new projects.

In order to finish a dissertation that addresses a core issue of an ongoing national research
program, you need to start years ahead of that program. The problem is of course to know this
early enough or have the sufficient luck. While luck and coincidence play a role, one person
deserves particular acknowledgement in this case. My long time AFI colleague and friend
Ragnar Johansen, now research director at the university college in Vestfold, brought me into
the research field in Aust-Agder and made me aware of interorganizational development
dynamics in regional settings. At that time very few others, if any, in our research tradition
recognized this as an important action research issue. Even fewer were able to conceptualize
the challenges and design adequate development strategies. This is the hallmark of Ragnar
Johansen. He introduced me to social ecology as a way of thinking about complex social
systems, and over the years he has repeatedly demonstrated this ability to very early identify
important societal issues and to design approaches that jointly improve practise and

knowledge production.

I want to thank my good friend and outstanding action researcher, professor Thoralf U. Qvale,
AFI, for his never-ending generosity, support and helpfulness, which has meant much to me.
Thoralf is one of the few leading national work life researchers who always, actively and with
passion brings new researchers to our field, gives them possibilities, supports them and shares
his vast experience with them. This has been very important for the development of AFI, and

also for action researchers beyond the institute.

My excellent advisor, professor Morten Levin at NTNU in Trondheim, also deserves many

thanks. In addition to being very patient, he has an ability to inspire my writing process even

! Value Creation 2010 is jointly financed by the Norwegian Research Council (NFR), the Labour Union (LO),
the Confederation of Norwegian Business and Industry (NHO), the Norwegian Industrial and Regional
Development Fund (SND), and the three ministries Local Government and Regional Development (KRD), Trade
and Industry (NHD) and Education and Research (UFD).

ii



Preface

when he gives me substantial critique. Giving people the beating they need and making them
like it, is a very important quality for a professor who repeatedly designs and leads innovative
PhD-programs. Morten's role as the host for PhD-dissertations based on action research is of

national importance.

My co-advisor, director Jon Hanssen-Bauer at FAFO, made sure the courses in my PhD study
had high quality and relevance by designing them and providing the content. He also designed
and ran the international summer school in action research in my field of study in Aust-Agder,
which proved to be a stepping-stone for my dissertation work. As advisor and colleague Jon
has greatly influenced my thinking on action research and collaboration. Jon's inspiring ideas,
suggestions and challenges have provided more than enough to reach for, far beyond this

thesis. Thank you.

Another AFI colleague, Tian Sgrhaug, director of AFI and later of the TIK centre at the
University of Oslo, shared some of his creativity with me in a series of inspiring conversations
during an intense phase of analysing and conceptualizing. His wit, wisdom and imagination
would inspire any kind of intellectual work. Professor Bjgrn Terje Asheim, now at the

University of Lund, Sweden, gave valuable feedback on my chapter on regional development.

My good friends, professor Oguz Babiiroglu of Sabanci University, Istanbul, and professor
Rupe F. Chisholm of Penn State University, Harrisburg, are leading international scholars in
the field of action research and social ecology. I have benefited immensely from our numerous
conversations, and they have provided me with valuable international exposure, not least

through our collaboration at several international conferences.

I also want to extend my thanks to professor Davydd J. Greenwood who generously hosted my

stay at Cornell University in 1995.

Finally, I want to acknowledge my key field contact Arvid Johannessen who always had an
open door, an open mind and a willingness to share. His contribution to this thesis is
invaluable.

Henrik Dons Finsrud

AFI, Oslo, December 2003
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Summary

Industrial development at a regional level demands an ability to create productive cross sector
collaboration. This thesis is about how such interorganizational collaboration can be
constructed. Based on studies of three collaborative efforts taking place in the same region at

the same time, I set out to answer the following main research question.

How can regional actors collaborate to support development in enterprises?

In the theoretical part of the thesis, I address the discourses on industrial development with an
emphasis on the collaborative aspects. Three approaches that all heavily influence the current
thinking and policymaking in this field are discussed. The first is what may be labelled the
regional-development orientation associated with industrial districts and flexible
specialization after Piore & Sabel (1984), mainly within the discipline of industrial geography.
The second main contribution to the discourse on industrial development is the work of Porter
(1990) and his followers. Typical for these two main contributions is that they circle around
various collaborative constructs at a systemic or macro level (e.g. networks, industrial
clusters) and in essence argue for the centrality of interorganizational collaboration in
fostering industrial development. What they both lack, however, is considerations of how the
desired collaborations can be created, i.e. they lack a development perspective that addresses

the collaborative processes essential to practical development.

The third tradition or approach is associated with public planning for development. It takes the
public actors as a point of departure in discussing how industrial development may be
advanced. Within certain traditions of public planning associated with community
development, a much clearer emphasis is put on broad regional participation and concrete
means to involve various actors in collaborative planning efforts. I argue that in order to
develop industry, a greater emphasis on the «<how» is needed, and I question the adequacy of a

planning logic in this respect.

The broad support for collaborative strategies, but inability to contribute beyond declaring its

importance, leads me to the main theoretical chapter where I address the issue of

ix
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Summary

collaboration. Collaboration between organizations is viewed as a general approach to
addressing shared complex problems, where industrial development is one such problem-
complex. In conceptualizing collaboration, I give special attention to social ecology (e.g. Trist
1983) as a framework for interorganizational development. Organizing collaborative domains
and collaborative processes are the two main foci of the chapter. I criticize the linear process
models and develop the interactive dimension of collaborative processes as an alternative.

This chapter ends with an expansion of the main research question into the following issues.

1) the organizing of collaboration,
2) the processes of collaboration,
3) the regional dimension of collaboration and

4) the role of public actors.

In part three of the thesis I present the case material covering 5+ years of development
trajectories. The Joint Project, the Wood Centre and the Electronics Committee all have
central features in common. All the three cases address competence development in
enterprises, and they do it through collaboration between enterprises, the educational system
and county representatives, however in clearly different ways. Moreover, the cases unfold
during the same time period in the same county. These similarities give special access to the

understanding of collaborative development processes by comparing across the cases.

Analysing and discussing the three development trajectories in part four of the thesis lead me
to the last chapter, where my conclusions and contributions to the literature are presented. On
the issue of organizing, several contributions to collaborative theory have emerged during the
research process. I criticize the prevalent sequential and rather mechanistic contributions in
the current literature, and I argue for a more dynamic and iterative understanding of
organizational issues. In a regional landscape where legitimacy, the building of trust and the
development of relationships are at the core of feasible strategies for change, roles, functions
and organizational forms need to be understood in a relational and dynamic perspective. This
includes regarding convening as an ongoing process throughout the lifespan of a collaborative
effort, and to understanding the issue of organizing as a process of ongoing reconstruction,

rather than a once-and-for-all construction of an organizational unit. As an alternative to the
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prevailing process models, I have developed principles of interactivity to characterize

dynamic and evolving collaborative relationships based on a democratic value stand.

I have developed the regional dimension of collaboration by introducing new concepts
(partial domain, sub-domain and triple connectedness), as well as developing the meaning of
previously introduced concepts (infrastructure for change). I suggest the concept of a regional
infrastructure for change as the conceptual bridge between industrial geography, collaborative
theory and an action research oriented approach to industrial development. While the study
does not fully discuss the role of public actors, it clearly argues the importance of a proactive
role, and discusses some dilemmas with such a role. I emphasise the importance of regional
autonomy, the recognition of public-public collaboration a part of industrial development, and
the challenge for public actors of moving back and forth between the two different logics

associated with, respectively, bureaucracy and horizontal collaboration.

xi
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Chapter 1

Collaboration, Competence and Industrial Development

1.1 Focus of the thesis

This thesis is about interorganizational collaboration for industrial development. More
specifically, the thesis deals with collaboration between enterprises and their relevant support
infrastructure in a regional field, with the purpose of creating competence development in
these enterprises. The thesis is based on studies of three collaborative efforts, all taking place

during the same time period in the same county in Norway, Aust-Agder.

My main focus is on the construction processes of interorganizational collaboration, which
means that I seek to address collaboration from a development perspective, i.e. how can it be

done?

As I am going to expand on, it is at present recognized that advancing industrial development”
at a regional level demands closer interaction between the regional actors, especially across
public and private sectors. Put simply, industrial development has to involve industry, not
only as passive recipients or victims of centrally developed policies, but as active participants
in a continuous interactive process where industrial development is given meaning, direction,
content and form by the relevant actors. This point of departure also presupposes that the
public actors are able to play a role in regional industrial development. Both the thesis and
much of the efforts in the field build on these basic assumptions.

This way of viewing industrial development leads to a concern with the construction of

interorganizational collaboration. Pursuing the potential of collaboration is not a controversial

2 “Industrial development” is used in a general sense referring to the development of enterprises in the private
sector, and is not limited to e.g. industrial production at the exclusion of service production. In the literature, the
term is often used interchangeably with “regional development” and “economic development”. In Norwegian the
term is “n®ringsutvikling”.
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point of departure, regardless of how underdeveloped it may be in certain settings. Rather it is
a widely shared orientation in many academic circles, and is also prevalent in many societal
change efforts. In recent years there has been a call for interorganizational, as well as
intersectoral, collaboration to respond to contemporary economic, social and environmental
challenges facing both public and private sector organizations. Various collaborative
structures, ranging from public-private partnerships, coalitions, strategic alliances, joint
ventures and clusters to a variety of inter-firm networks have been put forward as critical
structural innovations designed to address the kind of complex, multidimensional problems
that cannot be solved by any one single organization. Instead, it requires the coordinated
efforts of several organizations. These problem complexes are in a sense never “solved”, but
rather improved upon through collaboration. Industrial development can be perceived as such
a problem complex. In the academic discourses and the public policies on industrial
development, the major challenge is not any longer to argue in favour of collaboration, but to
provide answers to how the desired collaboration can be constructed. As I shall return to in
chapter 2, the dominating discourses on industrial development fall short of providing insight
on this issue. The ambition of my thesis is to address this shortcoming and contribute with

actionable insight on how collaboration may be constructed in regional fields.

My way in: Approaching the research issue

My involvement in the Aust-Agder setting started in 1990 when I took part in an action
research project together with colleagues at the Work Research Institute (WRI). The project
concerned developing a business park3 for small, high-competence-based enterprises. The idea
behind the business park was to provide the small enterprises with a larger social and
professional setting by utilizing the physical proximity to create close collaboration between
them. This should help them to learn faster, more easily solve problems and create new
business activities across the enterprises. The concept of the business park appeared to be one
of the possible organizational constructs whereby enterprises could engage in a mutually

supportive development trajectory.

3Longum Park outside Arendal consisted of 10 enterprises with a total of 75 employees from the start in 1989.
Three years later it had 19 enterprises and 150 employees.
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At that point WRI had 25+ years of action research experience from enterprise development,
coupled with strategies for diffusion in order to achieve change on a larger scale. In other
words, a central research issue was, and still is, the challenge of reaching beyond the single
organization project to construct means by which development in a larger enterprise
population may be supported. The present thesis addresses this challenge, and thus is placed

in the research tradition of researching enterprise development on a larger scale.

From an initial focus on the internal dynamics in the business park, my perspective gradually
started to include external relations, as they appeared to be decisive for the internal
development. External actors included other enterprises outside of the park, as well as the
political and administrative system at municipality and county level, because their priorities
influenced the conditions for internal development in the park. Relating to the public actors of
the area contributed to conceptualizing park development not only as an inter-enterprise issue,
but as a question of industrial development. The collaboratively based business park provided
a possible approach to supporting the growth of small enterprises, and thus actors in industrial
development started to consider both the general learning, and the business park itself as an

institution worth supporting.

The collaborative turn

It soon became evident that the belief in various collaborative ventures was not limited to this
particular business park and the enterprises within it. As a consequence of being in the field, I
became aware of other parallel collaborative developments in the county. In the private sector,
three partly overlapping networks of enterprises had recently been formed. The Competence
Ring South, the Agder IT-Ring and Maritime Forum were all established around 1990, and
counted about 90 member enterprises altogether by 1993. These rings or networks of
enterprises, i.e. primarily networks of top managers, had competence development as one of
their core purposes. As I shall later return to, these networks were not the only new
constellations of enterprises appearing in the early 90s, but clearly the most highly profiled
ones. Thus, a picture emerged of an enterprise population eager to explore the potentials of
collaboration, and especially trying to address the issue of competence development by this

approach.

URN:NBN:no-3460



URN:NBN:no-3460

Collaborating for Industrial Development

This collaborative turn among the enterprises was matched by the public actors. The national
Parliament granted the county of Aust-Agder an experimental status for 5 years with increased
autonomy in economic and administrative matters. The county administration and county

council formed the “Free County Experiment™

with the main purpose of improving industrial
development in the county. This was to be achieved by increased collaboration between the
various departments, collaboration with work life and the construction of a central fund at
county level. When it came to the actual contents of industrial development, competence was
identified as one of the central issues by the county politicians and administration. This view

was undoubtedly based on signals from the enterprise networks mentioned above.

As a first step in this direction, the county administration commissioned a study from WRI. A
research team, in which I took part, carried out the study. The task was to map out the
competence system in the county, and how it interacted with work life. The project should
serve as an input to the strategy development process at county level, and was designed with a
conference that brought central actors together to debate the findings of the study (Finsrud et
al 1993). Through this project, I was brought further into regional considerations and attained
a broader overview of the actor setting and initiatives in progress. This access and knowledge

of the field later became important in choosing the cases for this thesis’.

It became apparent to me that enterprise development on a regional scale is an issue of
industrial development where public resources must be mobilized and utilized in a more
systematic fashion. Furthermore, the broad agreement within both sectors that industrial
development should address competence development as a focal issue, appeared striking to
me. Both collaboration and competence development were terms “of good currency” in the
field, but neither were at this point (1989-90) firmly established as central elements in the

academic literature on economic or industrial development. Later, as we shall see below, this

4 See chapter 4 for a full account of the Free County Experiment.

3 Neither the business park nor the three larger networks mentioned are cases in this study. However, together
they illustrate the density of collaborative efforts in a small regional field, which led me to go beyond enterprise
networks and address regional collaboration in the early 1990s when the Norwegian action research community
was mainly geared towards single enterprises and sector networks. From the year 2000, the national action
research program Value Creation 2010 has placed a clear emphasis on broader regional collaboration through
partnerships and development coalitions (Gustavsen 2001).
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picture has changed. The very density of collaborative initiatives in this regional field also in a
comparative perspective, was brought to my attention as we organized and ran an international
summer school in action research in Aust-Agder in 1993. Bringing in colleagues from abroad
as well as from Norway to investigate into various WRI-projects in the county, accentuated

this particular dimension.

The overall picture thus portrays two parallel trends appearing at the same time; the
emergence of private enterprise networks, and collaborative efforts between public actors. The
Free County Experiment brought forward the third element, i.e. the collaboration across the
public and private sectors in order to improve the quality of industrial development in the

region.

This setting offered special opportunities for learning about how collaborative efforts may be
carried out in order to support the development of enterprises, and as such was a continuation
of our initial interest in organizing for change on a larger scale than the single organization.
The issue, as it appeared to me at the time, was how the collaboration between these largely
independent actors could be organized and carried out in ways that would actually be
beneficial to the enterprises. This interest spurred me to embark on the journey towards this

thesis.

1.2 Key issues towards the research question

What is the relationship between collaboration, industrial development and competence? In
this section I shall give a first exploration of these issues and present the main research
question.

Collaboration for industrial development

A first clarification is that industrial development in this thesis is primarily treated as a
regional6 issue. Thus, regional industrial development may be a more accurate term. In line
with most literature on the subject, these terms are used interchangeably throughout the thesis.

Still, with a regional focus, the national level also plays an influential role with deliberate

¢ The regional dimension applied in this thesis corresponds to the county level in Norway. The main rationale
behind this is the existence of the political and administrative system at this level, as well as the social partners
representatives and other key actors. The concept of “region” is discussed in chapter 2.
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policies, or lack of such. Conditions for regional dynamics are for instance frequently created
or obstructed at national level, and for any given demarcation of a particular region, important
relations to other regions and to the national level will exist. Needless to say, industrial
development may also be conceived at an international level, where multi-national

development programs (e.g. EU-programs) and trade regulations are some of the key issues.

A second clarification is that regional industrial development in this thesis is not addressed in
terms of fiscal and economic measures such as cost reduction, wage level or subsidies, nor
adjusting laws and regulations, or improving the physical infrastructure, which are also

relevant elements on the industrial development agenda, again mostly on a national level.

Rather, “industrial development” in this thesis is perceived as concerning the capacity for
change, learning and innovation, and is approached from the view of developing the concrete
enterprises in the region by conceptualizing this development as an interorganizational issue,

i.e. concerning the direct relationships between (mainly) regional organizations’.

Studies of regional development dynamics and comparisons of regional policies have shown
that these policies or strategies must be based on the particular conditions in each region;
different regions demand different strategies (Deiaco & Nordstrom 1998, Kristensen 1994,
Zeitlin 1992). The industry structure, the culture, the history, the physical and institutional
infrastructure, climate, quality of living, migration patterns, competence of the workforce and
the social networks, are some of the dimensions that distinguish regions from each other in
terms of conditions for industrial development. This complexity illustrates that development
strategies are most likely to fail unless they are carefully built on the particular context.
National policies that treat all regions as if they were alike, will consequently be futile. This
need for contextual policies implies that little can be said in general about the actual contents
of successful industrial development efforts. However, a few general points about the
conditions for creating the context-specific contents can be identified. At this point I shall

only refer two very central ones.

7 In the language of growth theory, this may be classified as a form of endogen growth perspective (development

from within) (e.g. Lommerud 1992, Onsager 1997), emphasizing knowledge and hence learning as fundamental

to economic development (Borgen et al 1993), and partly associated with forms of a socio-institutional view
where interorganizational dynamics play a key role (Amin & Thrift 1994, Cooke & Morgan 1993).
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e The creation of space and opportunities for local and regional initiatives. Central planning
and policies do not lead to positive development unless they are closely integrated with,
and based on, regional initiatives. And unless the local and regional levels have the
required autonomy in terms of financial resources and political elbowroom, such initiatives

cannot be expected to flourish (Zeitlin 1992).

e Broad regional participation. A positive industrial development is not the work of the
politicians alone, neither of the regional administration. To foster regional development,
there has to be a broad participation of regional actors (Bennett & McCoshan 1993).
Studies particularly emphasize the direct participation of enterprises as decisive for
successful regional policies, as opposed to indirect participation through interest

organizations (Deiaco & Nordstrom 1998).

The core of these two critical conditions is the need for collective action among regional
actors both from public and private sectors. In other words, interorganizational collaboration
becomes a focal issue for industrial development. This has been reflected in the early star-
cases of Silicon Valley (e.g. Saxenian 1994) and the industrial districts of Emilia-Romagna
(e.g. Piore & Sabel 1984), but the picture is now much broader, both in terms of types of
collaboration and settings where this modus operandi is chosen. At present, a picture emerges
where development within the European work life setting is increasingly pursued through
collaborative ways of working (e.g. Ennals & Gustavsen 1999), illustrated by the proliferation
of constructs like partnerships, coalitions and networks®. Thus, the understanding of
collaborative processes in regional fields should become a core concern to industrial and
economic development, both from a practical and academic perspective. This thesis aims at
contributing to furthering this understanding, chiefly by addressing the issue of how such

collaborative processes can be constructed and sustained.

8 Examples at the level of the European Union of how various forms of partnerships are being shaped as critical
elements in developing tomorrow’s worklife can be found in the EU Commission’s Green Paper on “Partnership
for a New Organization of Work”. See also article by Allan Larsson, Director-General DG-V (Larsson 1999).
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Competence as an issue in industrial development

If interorganizational collaboration is a central modus operandi in industrial development,
then what should this collaboration seek to address? Again, this has to be locally and
regionally decided in each case. A wide variety of concrete issues may be handled

collaboratively, and correspondingly, the specific collaboration may take a variety of forms.

However, one theme seems to stand out in the debate on industrial development. Theorists in
this field have during the last few years given increased attention to the capacity for
innovation as fundamental to competitiveness (Isaksen 1997). In newer innovation theory,
innovation is basically seen as an interactive learning process involving many actors (Lundvall
1992). Knowledge is here regarded as the most fundamental resource, and hence learning the
most important process in modern economy. Thus, to create conditions conducive to such
learning becomes a primary concern in industrial development. The regions expected to be
successful are those who are able to organize learning processes between organizations on a
regional scale, leading to the term learning region (Asheim 1995). From this perspective,

learning or competence development’ emerges as a focal issue for industrial development.

This innovation-based argument coincides with what can be considered as a broader trend in
work life at an international scale. One of the few overarching characteristics of work life
development is the recognition that economic development is increasingly tied up with the
competence of the work force, and the continuous development of this competence, i.e. the
learning capacity. Most, if not all, industrialized countries are increasingly becoming
knowledge-based economies, or even learning economies (Lundvall & Johnson 1994)™°.
Knowledge is viewed as essential to economic growth, and is even conceptualised as a most
important “capital” for nations as well as for organizations (Stewart 1997). This is regarded as

a global phenomenon. “It seems clear that the production, distribution and exchange of

° The term “competence development” (in Norwegian: kompetanseutvikling) is used throughout the thesis in a
broad and general sense because it is widely used in the field of study and in the public debate in Norway. This
thesis is about collaboration, not about competence, knowledge or learning. Hence distinctions between these
concepts will not be made.

10n the individual enterprise level, learning and knowledge have been important issues for some decades (e.g.

Argyris & Schon 1978), but has gained increased attention throughout the 1990s (e.g. Easterby-Smith et al 1998,
Moingeon & Edmonson 1996, Nonaka & Takeuchi 1995, Senge 1990).
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knowledge is a crucial element of the global economic system on a scale that was never the
case before” (Amin & Thrift 1995:4). A part of this is linked to the rate of technological
innovations where new technologies are frequently introduced, widely available, and
correspondingly, where existing technologies rapidly become obsolete. Continuous
competence development is regarded as a necessity to keep up with this rate of change. Thus,
competence development in a broad sense becomes a major issue for industrial development,

an issue in which public actors must play a role (ibid.).

The redirection of public policies towards the competence area is emphasised by what is
referred to as the globalisation of the world economy. The deregulations of finance, the power
of multinational corporations and the widespread use of information technology associated
with the globalisation of the world economy, implies that traditional measures in national
industrial policymaking and practise are increasingly futile. Tax barriers, trade control,
subsidies, monetary or credit policies, financial incentives to enterprises and other protective
arrangements are easily copied or bypassed and do not represent any stable competitive
advantages, if at all legal. In this context, supporting competence development appears as a

central policy option for public actors.

Consequently, development efforts become geared towards this issue. An international
example of the increased attention is the European Union “Objective 4” program for
competence development in small enterprises and the 5-year, 620 million ECU “Leonardo da
Vinci” program on vocational training (Leonardo 1999,

At a national level we might consider that the competitiveness at large, and thus the
employment level and social welfare, is linked to the individual nations” ability to
continuously improve the competence of the population, not least the competence of the
people already taking part in work life. In other words, creating processes that support the
competence development or learning in work life is a critical concern. This concern lies
behind a national committee report on vocational training and competence development in

work life (NOU 1997), the following white paper (KUF 1998) on what is referred to as the

! See also the European Union (1995) White Paper “Teaching and Learning - Towards the Learning Society”.
The recent World Bank World Development Report 1998/99 on “Knowledge for Development” is another
example of the present focus on knowledge as the foundation for development.

11
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«competence reform», and the corresponding report to the parliament (KUF-committee 1999),
which was passed on 19" of January 1999. Special emphasis is here given to competence
development in small and medium-sized enterprises. Their limited individual resources, their
collective large numbers, and their anticipated growth potential are brought forward as
reasons for improving the support measures towards this group. In this brief picture of the
national scene, it is also important to recognize that the main labour market parties, i.e. the
Norwegian Confederation of Trade Unions (LO) and the Confederation of Norwegian
Business and Industry (NHO) have been major actors in bringing competence development on
the national agenda, and continue to be central in the ongoing debate on how the competence

reform will be carried out in practise.

These are but a few of the indications of the increased focus on competence development at
the national level in Norway. Numerous examples of conferences, research and development
programs, projects and concrete development efforts can be added to this list. The main point
here is that during the last few years we can observe an increasing attention towards this issue
both in the academic literature, in international development efforts as well as in the homely

political debate concerning industrial development.

These accounts show general trends and macro-oriented considerations regarding the growing
importance of competence. Apparently, competence development can and should be
addressed in many ways, both at enterprise, regional and national levels. Issues of legislation,
labour market agreements, financial resources, utilization of R&D-resources and organization
of the educational system are but a few of the headlines indicating the various approaches

relevant to a national effort in this area.

Is all competence development useful?

In praising competence development one should have in mind that all competence
development is not directly useful to the enterprise. The evaluation of the 5 years, 10 billion
Swedish crowns Working Life Fund in Sweden, who created about 25,000 projects, showed
that investments in competence development was only linked to increased productivity when
the competence development was coupled with changes in the organization (Gustavsen et al
1996). This clearly demonstrates that individual skills or knowledge learned outside the work

situation where they are to be utilized, do not automatically get used when the individuals
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return to work. The work organization, the technology and/or the various systems must be
adjusted in order for the newly acquired skills to be of use to the individual and to the

organization (Eikeland 1999, Skule 1994).

However, this thesis does not deal with competence development as such. The focus of the
thesis is collaboration that happens to be about competence development in enterprises.
Competence development is used in a broad sense without specifying the topics or the desired
learning dynamics. While both the topic and the pedagogy are essential to the actual outcomes
for the individual and the enterprise, as well as for the larger systems, this study does not
discuss various forms of learning and knowledge'2. My point of departure is that the particular
contents and form of such development efforts has to be based on the needs of each individual
enterprise and grow out of interaction with other actors in a process of clarifying the adequate

issue, level, pedagogy, timing and cost in each case.

While the strategic relevance and internal organizational adjustments are of central
importance to the actual benefit of competence development efforts, this thesis does not go
into the individual enterprise and evaluate the connections between their chosen competence
development efforts and necessary organizational changes. Neither does it investigate the
internal processes in the enterprise by which the needs are defined. Rather, it focuses on the
interorganizational processes by which the understanding of development needs are matured,
concretized and brought into action through collaborative efforts. As I shall come back to later
in the thesis, identifying the needs is not a straightforward task for most enterprises, but

usually requires a longer process of clarification.

The main research question

The reasoning so far has placed collaboration as a central element in regional industrial
development, and established competence development as a focal issue to collaborate about.
The argument of this thesis is that in order to be useful, the desired competence development
in the enterprises must be addressed in manners where the specific situation of the individual

enterprise is the point of departure. This moves the focus away from centralized planning

12 For broader discussions of knowledge and competence, see Eikeland (1997), Lahn (1995), Nordhaug (1998)
and Uhlin (1996).
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towards local and regional collaboration where concrete interaction takes place. This leads to

the following main research question:

How can regional actors collaborate to support development in enterprises?

The research question will be further developed based on the theoretical discussions in

chapters 2 and 3.

1.3 Outline of the thesis

This section gives a brief outline of how the thesis is constructed. The thesis is divided into
four main parts. Part I consists of the chapter you have now read, which had the main purpose
of introducing the reader to the topic of the thesis, present the research question and give an

account of the academic context of this work.

Part Il

Part 1T of the thesis, Theoretical Discussions, consists of chapters 2 and 3. In chapter 2 I
address the discourses on industrial development with an emphasis on the collaborative
aspects. Three approaches that all heavily influence the current thinking and policymaking in
this field are here given attention. The first is what may be labelled the regional-development
orientation associated with industrial districts and flexible specialization after Piore & Sabel
(1984). A broader range of theoretical positions and concepts are brought to play within this
discourse, but they are sharing the emphasis on the importance of the spatial dimension, i.e.
the importance of the localities in which economic activity is carried out. The second main
contribution to the discourse on industrial development is the work of Porter (1990) and his
followers. This is a much narrower theoretical position, which almost exclusively relies on the
conceptual framework developed by Porter under the heading of “the competitive advantage
of nations”, i.e. not of regions or enterprises. While the interplay in the larger industrial
systems is critical also in this perspective on competitiveness, the importance of place is not
emphasized to the same degree.

Typical for these two main contributions is that they circle around various collaborative

constructs at a systemic or macro level (e.g. networks, industrial clusters) and in essence argue
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for the centrality of interorganizational collaboration in fostering industrial development. The
considerations put forward are largely based on studies of successful examples, or to put it
differently, “what it looks like when it works”. What they both lack, however, is
considerations of how the desired collaborations can be created, i.e. they lack a development

perspective that addresses the collaborative processes essential to practical development.

The third and last tradition or approach is associated with public planning for development. It
takes the public actors as a point of departure in discussing how industrial development may
be advanced. Within certain traditions of public planning associated with community
development, a much clearer emphasis is put on broad regional participation and concrete
means to involve various actors in collaborative planning efforts. I argue that in order to
develop industry, a greater emphasis on the “how” is needed, and I question the adequacy of
planning logic in this respect. Going from the «what» to the «how» leads us to the second

chapter on theory, chapter 3.

Chapter 3 addresses the most central aspect of the thesis: collaboration. Collaboration
between organizations is viewed as a general approach to addressing shared complex
problems, where industrial development is one such problem-complex. In conceptualizing
collaboration, I give special attention to social ecology (e.g. Trist 1983) as a framework for
interorganizational development. Organizing collaborative domains and collaborative
processes are the two main foci of the chapter. I criticize the linear process models and
develop the interactive dimension of collaborative processes as an alternative. Chapter 3 ends

with an expansion of the research question based on the discussions in chapter 2 and 3.

Part Il

In Part IIl: Organizing for development 1 present the case material. Chapter 4 introduces Aust-
Agder county, and explains the Free-County Experiment which is both an essential context as
well as an integrated part of the following three cases. The three cases have some central
features in common. All the three cases address competence development in enterprises, and
they do it through collaboration between enterprises, the educational system and county
representatives, however in clearly different ways. Moreover, the cases unfold during the
same time period in the same county. These similarities give special access to the

understanding of collaborative development processes by comparing across the cases.

15
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In chapter 5 I tell the story of the Joint Project, a 5 years effort initiated by the county
administration as part of the Free County Experiment. Chapter 6 gives an account of the
development of the Wood Centre, an industry-specific service unit initiated by central actors
within the wood industry. In chapter 7, the development of the Electronics Committee is

portrayed.

Part IV

Part IV: Analysis and conclusions consists of four chapters. The analysis is based on concepts
introduced in chapter 3. Chapter 8 focuses on organizing and chapter 9 on process issues. In
chapter 10 I identify collaborative patterns at a regional level. Chapter 11 sums up the main
findings and provides concluding considerations. The research methods are described and

discussed in appendix A.
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Chapter 2
Perspectives on Industrial Development

2.1 Introduction

The question of how regional actors can collaborate to support competence development in
enterprises, is a question situated in the larger discourse on industrial development. In the
previous chapter I argued that collaboration between regional actors is increasingly focused
upon as a critical modus operandi in furthering industrial development. The purpose of this
chapter is to investigate more thoroughly into the dominating schools of thought in industrial
development to see how and to what extent they address the issue of collaboration. This is
important in order to position the thesis in relation to the current discourses and policy
developments in Norway. The chapter will show how the discourses are geared towards
structural concepts where collaboration plays a central role. However, they rather consistently
stay on a macro level and as such insufficiently address the crucial question of how these
collaborative arrangements may be constructed. This accentuates the relevance of this thesis”
analysis of discourses on industrial development, and leads on to the following core

theoretical chapter on collaboration.

The academic field of industrial development appears diverse, but there are three main
traditions that have particular relevance to the focus of this thesis. The first was initialised by
the work of Piore & Sabel (1984), “The Second Industrial Divide”, who re-introduced the
concepts of industrial districts and flexible specialisation based on experiences from what is
commonly referred to as the Third Italy. The second school of thought is closely linked to the
work of Porter (1990) “The Competitive Advantage of Nations”, in which industrial clusters
and the diamond model are central. The third strand of thinking takes the public sector as the
point of departure, and regards deliberate development fundamentally as an act of planning.
Interestingly, these schools of thought have been poorly integrated and have ignored each
other, despite the fact that they have long existed side-by-side as discourse formations

addressing the same kind of problem.

2.2 The regional dimension and post-Fordism
The discourse formation concerned with the ideas of the industrial district, flexible

specialisation and the regional dimension of industrial production, has a disciplinary focus on
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economic industrial geography, but also draws on for instance economic sociology and
industrial and regional economics. A large number of contributors participate in this
discourse, and it is of course not feasible to cover such a broad discourse comprehensively
within the limits of a brief chapter. In the following I seek to address the main aspects of this
discourse as it has been developed the last decade by looking at what appears to be the more
influential contributors both internationally and nationally. National contributors have a
special relevance as they link the international debate to national conditions, and thus

influence the domestic debates on suitable policies as well as on worthwhile research issues.

During the last one and a half decades we have witnessed an increasing emphasis on the
regional dimension of industrial development. This debate has been closely connected to what
is perceived by many as a fundamental change in the organisation of industrial production; the
shift from Fordism characterised by mass production, to post-Fordism characterised by
flexible specialisation”. Piore & Sabel’s book “The Second Industrial Divide” (1984) has
proved to be a path-breaking contribution in arguing that this shift is taking place. Their work
has had a profound impact on research as well as on policy making in this field (Amin &
Robins 1990:187). Their main message is that we are facing a radical shift from a model for
industrial development based on mass production in large, vertically integrated firms, to a
possible, and even likely, regime of flexible technologies, a highly qualified workforce and
new forms of organising industrial production, both internally in the individual firm, and not

least across firms in the form of networks.

This new, post-Fordistic form of production is characterised by vertical disintegration where
production processes increasingly take place through cooperation between many and often
small firms, each specialising in different parts of the value production chain. This form of
production should give possibilities for flexibility, both in terms of shifting between different
products and in terms of shifting the production volume. Through this, it is argued, networks
of small, specialised firms can achieve competitiveness in producing quality products in small
series for the international market (Isaksen 1993a). Thus, it is the system of smaller,

independent firms that increases their competitiveness, not so much the individual firm.

13 See Amin (1994) for a good overview over the discourse on post-Fordism.
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Further, it is claimed that in this form of production, the region or the local area gains
increased importance as a locale for production because physical proximity is favourable for
the necessary exchanges between the firms. Sabel even writes about “a renaissance of regional
economies” (Sabel 1994:106). This implies that industrial development must be addressed at
the regional level and based on the particular conditions in each specific region. Scott &

3

Storper claim that “...the viability of contemporary flexible production agglomerations
depends to a high degree upon effective institution-building and policy-making at the regional

level.” (1992a: 16).

Whether it can be claimed that we are in the midst of a clear “divide” regarding organisation
of industrial production as argued by Piore & Sabel, is subject to debate both on theoretical
and empirical grounds. Other contributors argue that what we see is several parallel
development trajectories, and an array of different concrete ways of organising industrial
production. The general concepts as they are applied by Piore & Sabel are therefore too
general and all encompassing, and thereby empty (Amin & Robins 1990). The debate about
how distinct, general and unambiguous this shift is, and which definitions of concepts are
most appropriate, do not, however, erase the broad agreement between researchers that since
the late 1960s, we have witnessed the emergence of a number of production areas dominated

by networks of small and medium sized firms.

Regionalisation or globalisation?

The claimed “renaissance of regional economies” referred to above is, however, not the only
major characteristic of the recent evolution in the world economy. Parallel to regionalisation,
we are also facing a stronger globalisation of the world economy where various aspects of
industrial activity become less place specific than before (Amin & Malmberg 1994, Kanter
1995). Global corporations and conglomerates increase their influence on the development in
various sectors and local communities. This globalisation is marked by an increased
concentration of control and ownership, and the linking of firms into global networks rather
than regional ones. Also within the global corporations there has been a process of
decentralisation and splitting up of the production units into “independent” entities with
network-relationships to each other. Therefore, at the same time we have a concentration of

ownership and control, and increased vertical disintegration of production.
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Through the concentration of ownership and linking of enterprises in international networks,
globalisation may take the form of altering local ownership structures and moving critical
decisions out of a local community or region. This creates a situation where the local
enterprise is linked up to a multinational corporation in such a way that major decisions
concerning the enterprise are made at a headquarter somewhere else, often not in the same
country. What seem as viable strategies from a local perspective, may not be perceived as
such from an international or global perspective, and thus the decisions to move, close down
or establish new entities, enter new markets, change products, establish strategic alliances or
other major strategic moves, may not correspond to local preferences. This dis-empowering

dynamic may be viewed as undermining the importance of the particular locale.

However, even multinational corporations have to locate their production units somewhere.
This brings us back to the qualities of the region or local community as a locale for industrial
production. It is claimed that multinationals cannot solely rely on being global, but must
become regionally embedded in their various locations in order to achieve competitiveness
(Kanter & Dretler 1998). Rather than seeing them as opposing trends, we may see

regionalisation and a globalisation of the world economy as complementary events.

How then are the parallel processes of globalisation and regionalisation connected? One of the
connections between regionalisation and globalisation is to be found in the network construct
itself. Regionally based networks are able to develop a competitiveness that allows them to
compete in the international market and participate in international networks. In other words,
regional collaboration creates the template or basis from which the firms gain strength to link

up to international actors'*.

The processes of regionalisation and globalisation may also have consequences for the role of
the national state. Rather than understanding the world economy as a collection of national
economies, it is now conceptualised as a mosaic of regional economies interacting with each

other. It is argued that these dynamics reduce and change the role of the national state.

! For a broader discussion of territoriality and globalisation, see Amin & Thrift (1994).
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“In this new global-economic order, the ability of the nation-state to regulate its own
economic affairs is diminished; on the one hand, intensified international competition
and the interdependence have reduced the workability of national macro-economic
regulation; on the other hand the proliferation of specialised Marshallian industrial
districts as flexible production organisation advances means that much policy-making
and institution-building today is likely to be most effective when directed not
exclusively to sectors at the national level but to agglomerations with their
geographically-specific production logics.” (Scott & Storper 1992b:22).

While most contributors agree that the role of the nation-state has changed in the era of
regionalisation and globalisation, it is not agreed whether the role is reduced in a real sense.
Based on arguments around the capacity for learning as fundamental to competitiveness,
others conclude that the nation-state has a crucial role to play in assuring the continued

development of the competence in industry (e.g. Amin & Thrift 1995).

Industrial districts and the concept of region

There is a great variety and vagueness in the use of the term “region”. According to the
Encyclopadia Britannica (1988:1003), a “region” may in the social sciences be defined as “a
cohesive area that is homogenous in selected defining criteria and is distinguished from
neighbouring areas or regions by those criteria. It is an intellectual construct created by the
selection of features relevant to a particular problem and the disregard of other features
considered being irrelevant. (......) Regions may be defined in terms of single or multiple
features (....) The most common features in social science are a) ethnic, cultural or linguistic,
b) climatic or topographical, c¢) industrial or urban, d) economic specialization, e)

administrative units, and f) international political areas”.

Within industrial geography, where the importance of the regional level for industrial

development is emphasised, a region may be defined as follows:

“A region (...) is constituted as any territorial aggregation of plants which partake of a
common development trajectory, and often this will also involve some degree of overall
regional co-ordination and governance. The plants within any given region may be
geographically dispersed or agglomerated, and any one region may contain a
multiplicity of agglomerations” (Scott & Storper 1992b:5).

This definition combines industrial, economic and administrative features, and appears as a

rather elastic geographical term. It is currently used to denote geographical areas ranging from
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a few municipalities to parts of national states, and for some purposes several national states
may comprise a region. A region is seldom if ever taken to mean the same as a national state.
Most often it defines an area somewhere between local community and the national state - or
it is constituted by parts of different national states, together forming a geographical area that
is meaningful in dealing with a specific trend, challenge, problem or issue. Here we touch
upon one of the characteristics of this concept: the meaning of region depends on the issue at

stake.

As noticed by the reader at this point, the regional dimension applied in this thesis
corresponds to the county level in Norway"’. The main rationale behind this is linked to the
existence of the political and administrative system at this level, which play a central role in
the collaborative efforts on which the thesis is based. While enterprises are typically
indifferent to such county borders, politicians as well as government agencies have a tendency
to focus on the development in “their” area, and thus the public actor setting gains a clear
county dimension. This, however, does not imply that the county setting excludes actors from
the outside or serves as a form of strict border. It merely provides a focus for the development
efforts, and may serve as the basis from which essential links to actors outside of the region

are established.

The “agglomerations” in the definition provided by Scott & Storper above, consist of
cooperating small firms within the same or supporting industries, and may be termed
industrial districts. They are said to represent the emergence of a new form of production
within post-Fordism. The standard examples of industrial districts in the literature are areas in
central and northeast Italy, often referred to as The Third Italy (e.g. Piore & Sabel 1984,
Capecchi 1990), and the high technology area of Silicon Valley (Saxenian 1992, 1994). In
other words, a region as it is defined here, can contain from none to several industrial
districts. In the following pages, I shall explore further the conceptualisation of industrial

districts as a model for industrial development based on cooperation.

15 Using the county level as a region corresponds with Nilsson’s (1998) use of the term in his division of Sweden
into regions. Isaksen & Spilling (1996) have used a regional division of Norway corresponding to the national
census bureau’s (Statistisk Sentralbyrd) 104 work market regions, which is on a level between the county and the
municipality, i.e. each region in this division consists of more than one municipality. This shows that the use of
the concept varies, and these uses of the term clearly relate to administrative units as the central feature.
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2.3 Following Piore & Sabel: The quest for industrial districts
Looking for industrial districts

According to Sengenberger & Pyke (1992), three factors largely account for the appeal of the
industrial districts to both researchers and policy-makers; i.e. their economic performance, as
measured by export, employment, flexibility and innovation; their capacity for endogen
regional development, and their ability to sustain high wages and labour standards in the face
of international competition. As we shall see later, the high-profile industrial districts are not
doing that well. Nevertheless, a central question for industrial geographers following Piore &
Sabel has been to what extent the so-called success stories of the industrial districts of the
Third Italy can be transferred, copied, re-created etc. to other industrial areas in other
countries as a potentially attractive model for regional development. What experiences can be
transferred? What can be re-created elsewhere, and what must be regarded as results of

specific historical, cultural and geographical processes? (Pyke & Sengenberger 1990).

Attempting to answer these questions has led to a preoccupation with looking for industrial
districts outside of the Third Italy. This search is based on the idea that if they exist elsewhere
already, their emergence does not depend on unique conditions in northern Italy, and hence
they are possible to create in other settings. According to Zeitlin (1992), they are found in a
number of places. Some of the examples put forward are West Jutland in Denmark, Sméland
in Sweden, Baden-Wiirttemberg in Germany, Silicon Valley in California and Route 128

around Boston in the USA, and several regions in Spain, France and also in Quebec, Canada.

“The broader relevance of the industrial district as a dynamic form of economic
organization has been confirmed by the discovery of successful counterparts in a wide
range of sectors and regions outside the Third Italy.” (Zeitlin 1992:282).

Also among Norwegian industrial geographers there seem to be a preoccupation with
industrial districts. A repeated concern appears to be whether or not various areas in Norway
can be characterised as industrial districts, and then if and how these areas may develop in the
direction of industrial districts with flexible specialisation. (i.e. Asheim 1992, 1993a, Isaksen

1993c, 1994). In other words, the ideas connected to the concept of industrial districts are also .
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regarded as being of relevance to economic and rural development16 in Norway, not least by

this group of researchers.

So what is an industrial district?

The concept of “industrial district” was introduced by Marshall (e.g. 1919), but is further
developed especially by Italian researchers. While the concept is commonly associated with
the classic by Piore & Sabel from 1984, Brusco (1990:14) claims that Becattini reintroduced
the concept to modern research on industrial organisation in 1979. According to Zeitlin
(1992), Marshall originally developed the concept of industrial district with reference to
British examples from the latter part of last century. The concept was reintroduced as a
framework for interpreting the small-firm development in the central and northeastern regions
of Italy, and has later been applied to other more or less successful industrial regions in

Europe and elsewhere.

Giving a precise and undisputed definition today is seemingly not possible as researchers in
the field are not in total agreement on this matter. Compared to some of the central
international researchers in this area (such as Scott & Storper 1992, Piore & Sabel 1984,
Zeitlin 1992), both Isaksen (1993a) and Asheim (1992, 1993b) argue for more strict and
precise definitions of central concepts like Fordism, industrial districts and flexible
specialization. With reference to Sayer (1989), Asheim argues that: “the trouble with concepts
like Fordism, post-Fordism and flexible specialisation is that they are overly flexible and
insufficiently specialised” (Asheim 1992:45). When the concepts are applied in describing and
postulating meta-historic transitions, such as from the mass production under Fordism to the
flexible specialisation of post-Fordism, the reality that the concepts are meant to describe
becomes so heterogeneous that the concepts loose both their analytic and descriptive potential.

Analytical precision, historical accuracy and empirical applicability can be achieved by using

'S In Norwegian: Neringsutvikling og distriktsutvikling.
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narrow and precise definitions, Asheim claims'’. However, the consequence of using narrow
definitions is that it is not possible to argue neither empirically nor theoretically that the
transition from Fordism to flexible specialisation has occurred (ibid. p. 46). Asheim even

claims that Scott has misunderstood Marshall's idea of industrial districts (1993b: 4).

There seems to be agreement within this “narrow” tradition that industrial districts consist of a
concentration of smaller firms within relatively small geographical areas. The firms are in the
same or related industrial branches, and participate in local networks with a clear
specialisation within each firm and extensive formal and informal cooperation between the
firms (Isaksen 1993b: 17). A high degree of flexibility and efficiency is achieved in these
production systems by the use of flexible, multi-use production techniques and skilled
workers, combined with the collaboration between the specialised firms. This new form of

production organisation is referred to as “flexible specialisation”.

Again based on Marshall, the concept of an industrial district is separated into two so-called
analytical dimensions, “external economies” and “agglomeration economies”. External
economies based on flexible production methods are a quantitative dimension and refers to
the efficiency of the production system, obtained through the external division of labour
within networks of firms. Agglomeration economies are a qualitative dimension, and refer to
“factors concerning the quality of the social milieu of industrial districts” (Asheim 1992:54). I

shall come back to this dimension later.

Adding to the network character of industrial districts is the lack of overly dominating firms.
An important characteristic is that a number of smaller, independent firms deliver their
products to customers outside the industrial district, thus preventing one single firm from
taking the role of central strategic decision maker (Brusco 1990:14). In other words, the

typical industrial district does not have one or a few large firms that function as “locomotives”

'7 Deciding if an area qualifies as an industrial district seems not to be that easy. In one publication Asheim
(1992:57) concludes that Jeren does not qualify as an industrial district. Later, the same Asheim (1993a:122)
arrives at the conclusion that Jaren after all must be called an industrial district. In the former publication, Jaren
was disqualified partly based on its limited size compared to the average industrial district in the Third Italy,
which has from 1000 to 3000 firms with fewer than 20 employees (Brusco 1990:14). Partly, Jeren did not
qualify because external economies were not quantitatively strong enough in the production system in Jeren.
These “problems” seem to be overcome in the latter publication.
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and strategic decision makers and have a set of suppliers. Isaksen is clear on this point in his
definition of industrial districts: “There shall not be any large firms dominating in number of

employees or in market power” (Isaksen 1993b:17) (my translation)'®.

Reflecting on the various developments in the industrial districts of the Third Italy, and
breaking with the conceptual framework of a “narrow” tradition, as well as the «discovery» of
industrial areas with similar features elsewhere in the world, Zeitlin argues: “Despite its many
valuable insights, the canonical model of the Marshallian industrial district now appears too
rigid, too exclusive and too closely bound up with the experience of a particular time and
place to accommodate convincingly the diversity displayed by contemporary districts both

inside and outside the Third Italy.” (Zeitlin 1992:284).

He continues: ““In the face of these difficulties, it seems necessary to move away from a
“thick”, “closed” model of the industrial district based on stylised account of a particular
national experience towards a “thin”, “open” model capable of generating a variety of

empirically observable forms.” (Ibid. p. 285)".

Autonomy, organisational choice and common services: some policy
implications

Summing up the various contributions to a book on industrial districts, Zeitlin (1992) argues
that the decentralised structure of the districts characteristically poses two major institutional
problems. These are the provision of common services, which are beyond the capacity of

individual firms to supply for themselves, such as training, research, market forecasting, credit

8 Asa consequence of the narrower definition of industrial districts, an additional term has been introduced.
“New industrial spaces” refers to production areas that do not qualify as being industrial districts, but
nevertheless consist of extended production networks. External economies based on flexible production methods
create and maintain these new industrial spaces, while agglomeration economies have little importance. In other
words, the economic advantages of business cooperation within an area is the driving force in forming an
industrial space, while the interaction with the local community has less importance, it is claimed. Industrial
spaces may have asymmetrical networks and dominating firms who are centres for strategic decision making. The
cooperation between firms is often based on the relationships between managers who are part of the same
professional group. The value base for this professional cooperation is relatively narrow, and not necessarily
shared by other groups in the same area. This is different from industrial districts, where mutual trust and central
values are more strongly embedded in the larger area (Isaksen 1994, Asheim 1993b).

19 See also the debate between Amin & Robins and Sabel, Piore and Storper in Pyke, Becattini and Sengenberger
1990: 185-237.

28



Chapter 2: Perspectives on Industrial Development

and quality control, and the resolution of conflicts among local actors that threaten to displace
competition from product and process innovation to sweated wages and conditions. While
these dilemmas are intrinsic to the general model of the industrial district, he argues that the
institutional solutions may vary considerably in form, participants and effectiveness from one
district to another. “It is this disjunction between common functional requirements and
diverse institutional solutions which opens up a space for policy intervention in fostering the

district’s development.” (Zeitlin 1992:285).

The key to the success of the industrial district, he continues, is that relevant local actors come
to constitute a more or less formal policy network within which effective solutions to common
problems can be jointly discovered. While no universal model of organisation can be
identified, two generalisations emerge about the institutional requirements for the
formalisation of cooperation within industrial districts. The first requirement concerns the
autonomy of local government. “Only local authorities are in a position to acquire the detailed
knowledge of the local economy and broker the social consensus among local actors needed

for the effective provision of collective services” (ibid. pp. 288-289).

The second requirement concerns the role of collective actors. “The collective services often
take the form of public goods to whose creation individual firms or workers may be reluctant
to contribute however great their advantages for the regional economy as a whole. Hence the
production of these collective services requires strong local interest organisations such as
business associations and trade unions which are capable of internalising both their costs and
their benefits.” (ibid. p. 289). Experience shows that local and regional autonomy is no less
important for such interest-group organisations than it is for government. Notably, it is
claimed that the local or regional autonomy needs to be anchored in a suitable national

framework of legislative guidance and support.

Weaknesses of industrial districts

The “industrial district” is an analytical construct with clear normative connotations illustrated
by its influence on policies for industrial development. The driving force behind developing
and applying this concept has not only been a desire to understand and explain, but also its
claimed potential for creating competitive areas by providing principles for spatial industrial

organization. Thus, the concept is used as a prescription for competitiveness. We then have a
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debate both about the conceptual definition of the industrial district, and an empirically based
debate about how these districts actually work and how they can be recreated elsewhere. As it

turns out, areas that have been defined as industrial districts are not necessarily successful.

The research on industrial districts in Italy has been criticized for portraying an unrealistically
positive image of the situation (Isaksen 1993b). Large firms are an important part of the
business structure in many of the districts, and in many cases the large firms exploit their
suppliers and their sub-suppliers to manage variations in product demand. Many of the sub-
suppliers employ mainly women and immigrants from South-Italy and North Africa, and
unskilled workers suffer bad working conditions and low wages. Skilled jobs in independent,
smaller firms are mainly occupied by men. In addition, the economic performance and rate of
innovation varies considerably (Harrison 1994). From our domestic sphere, an illustrating
example is the analysis of the leisure boat industry and the electronics industry in Aust-Agder.
According to Isaksen (1994b), the leisure boat industry qualified as an industrial district, but
the industry was in heavy trouble with bankruptcies and closures at the time of study. On the
other hand, the electronics industry did not qualify as an industrial district, but was and still is
thriving, growing and profitable. In other words, being an industrial district does not

necessarily mean success.

As has been made quite clear in recent years, industrial districts are not the solution per se,
regardless of narrow or open definitions, and the more euphoric perceptions in scientific
circles are fading. Recognising this, it appears more fruitful both theoretically and from a
practical point of view to aim at developing the clearly underdeveloped dimensions of this
body of locality-focused concepts, rather than arguing the case why certain regions should be
included or excluded from the map of industrial districts. One such underdeveloped aspect of
the industrial district is the community dimension, i.e. the social and institutional structure in
which the enterprises are embedded. This is particularly relevant to our discussion, as it
focuses upon the broader interorganisational relations that are increasingly understood as

critical to the development dynamics of industry.

2.4 There is more to it: struggling with the community dimension
Adding to the controversy over definitions based on size and the role of larger companies, is

the struggle to get a good “footing” in the milieu- or community dimension. This is obviously
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a central feature that is hard to grasp with the prevailing concepts among industrial
geographers. Reflecting on the relationship between firms, Brusco emphasises that “they share
a series of values and knowledge so important that they define a cultural environment; and
that they are linked to one another by very specific relations in a complex mix of competition
and co-operation” (from Asheim 1992:53). Pyke & Sengenberger stress the social dimension

further:

“A characteristic of the industrial district is that it should be conceived as a social and
economic whole. (.....) That is to say, there are close inter-relationships between the
different social, political and economic spheres, and.... The success of the districts, then,
lies not just in the realm of the “economic”. Broader social and institutional aspects are
just as important” (Pyke & Sengenberger 1990:2).

If broader social and institutional aspects are just as important as the immediate economic
effectiveness of small firm networks as production systems, then developing useful concepts
capturing this milieu or community dimension should be a major concern in understanding the
dynamics of industrial districts and their possible re-creation elsewhere, that is, their actual

relevance as an alternative model for regional economic regeneration.

Agglomeration economies

Among industrial geographers and others interested in industrial districts there are different
ways of addressing this dimension. Getting a hold on the “industrial atmosphere”, as Marshall
called it, seems more problematic than describing the production system as such. Asheim and
Isaksen follow the path of “agglomeration economies”. In their conceptual language this
represents the qualitative dimension of industrial districts, as opposed to the quantitative
dimension. Agglomeration economies refer to the specific territorial, socio-cultural aspects of
the collocation of smaller, collaborating firms. In addition to relationships between firms,
agglomeration economies also include the relationships between the firms and the (local)
community. Becattini describes this dimension saying, “community and firms tend to merge”
(1990:38). Attitudes, values and cultural denominators in «dense» environments can
contribute decisively in the development of industrial districts, it is claimed. “The close
community relationships are also thought to play a part, with other cultural and political
factors, in preserving local consensus and common values, and promoting social compromise”

(Pyke & Sengenberger 1990:6).
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Three factors of agglomeration economies are especially important; 1) knowledge and skills,
2) innovations and diffusion of innovations, and 3) transaction costs (Asheim 1992). The
“industrial atmosphere” or milieu created by the collocation of many small firms in the same
industry can lead to the creation of special, often tacit, professional knowledge and skills,
insights and attitudes in the general population, or for instance the development of an
entrepreneurial spirit. The industrial atmosphere can increase the possibilities of smaller firms
to acquire the knowledge and skills needed to support the imitation, adoption and diffusion of
innovations. Technological and organisational innovations are often a continuous process in
the systems of small firms, where good ideas and solutions are quickly adopted by nearby
firms, and through that are applied in new contexts often leading to further innovations.
“Good” or “high” agglomeration economies will contribute to lower transaction costs through
geographical and cultural proximity between firms, where extensive informal contact and
mutual trust will facilitate diffusion of information about markets, technological

developments, raw materials, components etc. (Isaksen 1993b).

A shift of focus: From industrial districts to learning regions

Of the three factors of agglomeration economies Marshall originally introduced, knowledge,
innovation and transaction cost, innovation has taken on increased attention among some
industrial geographers in the form of a “growing interest in regional innovation systems”
(Asheim & Isaksen 1996:2). Innovation is understood as a process of interaction between
firms and their environment, a process referred to as “interactive learning”. Interactive
learning is “a fundamental aspect of the process of innovation” (Lundvall 1993:61).
Interactive learning involves not only the firm and traditional competence providers like
universities, R&D institutions etc. as in the traditional linear conception of innovation, but
also supplier and customer relationships, firms in other branches, various service and support
agencies, finance institutions etc. In short, the whole production structure and the institutional
infrastructure in which the firm is embedded are included in the notion of a “regional
innovation system”. “In a learning economy the competitive advantage of firms and regions is
based on innovations, and innovation processes are seen as socially and territorially
embedded, interactive learning processes.» (Asheim & Isaksen 1996:7). Such an «interactive
innovation model...is greatly facilitated by geographical proximity and territorial

agglomeration” (ibid. p. 39).
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The increased focus on learning and innovation seems to have added a new dimension to the
discussions on regional development. Soon, however, we are again reminded of the
excellency of industrial districts: “The best examples of territorially embedded, regional
innovation systems are networking SMEs in industrial districts, which build their competitive
advantage on localised learning processes.” (Ibid. p. 13). Thus, the focus seems to have
shifted somewhat from a broader “regional economic development”-focus and a narrower “is
this an industrial district?” focus to a focus on the processes of learning and innovation as
some kind of a broader interorganizational cooperative effort. With the emphasis on learning,
the desired development of industrial districts is then conceptualised as moving towards a
state of “learning region”, marked by «the formation of flexible learning organisations both at
an intra- and inter-firm level» (Asheim 1995:18). This turn among some industrial
geographers brings their discourse right into the core argument of this thesis: the need for
collaboration to foster learning processes or competence development. Notably, this turn
among some industrial geographers also implies an increased emphasis on the normative
aspects. While the industrial district is claimed to exist and can be described and analysed, and
is used normatively by some contributors, the “learning region” is at this stage an idea, a
vision, an attempt to coin what is believed to be a core to industrial development, and hence it

is clearly normative.

Following Storper & Scott (1995), Asheim & Isaksen conclude their reflections around an

interactive innovation model by suggesting “the kind of policy approaches which are:

a) context-sensitive, i.e. concerned with the embeddedness of industrial practices in specific
contexts and regions,

b) production-systems oriented rather than firm-oriented; and

c) directed towards the ongoing adjustment capacities of regional economies, rather than

once-and-for-all implementation of so-called best practices.” (Asheim & Isaksen 1996:39).

While these suggestions are consistent with much of the policy recommendations that
empbhasise localised development and learning dynamics, they provide limited guidance as to
how “learning regions» may actually be created. Fostering the desired collaborative interaction
that may support the learning capacities of firms still remains a black box within this

particular view of the industrial district.
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The embedded firm

An alternative approach to the milieu dimension of the industrial district is the
«embeddedness approach», following Granovetter’s conception (e.g. 1973, 1985). According
to this view, the firm is seen as embedded in the local social fabric of the district. Through
functional interdependency between firms of similar as well as of different branches, research
and educational institutions, trade associations, consultants, various public agencies, other
specialised service providers, the political system etc., the fate of an individual firm is tied to

the performance of the district as a whole.

“Embeddedness refers to the fact that economic action and outcomes, like all social
action and outcomes, are affected by actors” dyadic relations and by the structure of the
overall network of relations. The structural aspects are especially crucial to keep in mind
because it is tempting to slip into the “dyadic reductionism” that is prevalent in (for
instance) Williamson’s (Williamson 1975, 1985) transaction-cost approach” (Grabher
1993:4).

Williamson’s neo-institutional economics, as well as classical and neo-classical economics
share a conception of action and decision as carried out by atomised actors in a buyer and
seller relationship. The analysed pair of individuals is abstracted out of social context; it is
atomised in its behaviour from that of other actors and from the history of its own relations.
The embeddedness approach, on the other hand, focuses on the relationship between the
exchange partners in the social context and in history, rather than concentrating on the isolated

act of exchange.

Starting out with the notion of the embedded firm, Grabher and his colleagues soon narrow it
down to forms of industrial networks, mainly focusing on interfirm linkages, but also
including the wider institutional infrastructure around the firms. Embeddedness then becomes
a question of the nature of these networks. The network forms, in the thinking of Grabher and
colleagues, share four basic features: reciprocity, interdependence, loose coupling and power.
Reciprocity refers to the form of exchange which in networks is neither of a market nor a
hierarchical nature, but which rather entails indefinite, sequential transactions within the
context of a general pattern of reciprocity. The typical pattern would be to create indebtedness
and reliance with a long-time perspective, rather than to expect immediate payback as in a
pure market relation. The second feature, interdependence, sets the network system of

exchange apart from a market relation with a high degree of independence on the one side,
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and on the other side a hierarchical system with high degree of dependence. Through
interaction over a long-term perspective, there develops a mutual adaptation between the
exchange partners. Trust, reputation and even friendship become parts of the relations, and
consolidate these relations. Mutual orientation evolves as well, implying a set of more or less
explicit rules that are formed, reinforced, and modified through interaction. A mutual
orientation is manifested in a common language and shared views regarding central aspects of

the partners’ area of operation and cooperation.

The third feature is loose coupling. The networks in this view are aimed at benefiting from the
“strength of weak ties” to preserve some autonomy of the exchange partners, and hence,
prevent them from being locked into specific exchange relations. “Loose couplings within
networks affords for favourable conditions for interactive learning and innovation”, it is
argued (Grabher, 1993:10). As such, the networks constitute a more or less stable framework
for interaction and communication without necessarily involving formal legal long-term

obligations (Lundvall 1993).

The last general feature Grabher puts forward is power. “The mutuality in the processes of
adaptation and framing of decisions, must not be confused with symmetry. It is inaccurate and
misleading to characterise networks solely in terms of harmonious collaboration and concord”
(Grabher 1993:11). Asymmetrical relations are not the exception, rather the rule. Hikansson
and Johanson in the same volume even regard “power as a necessary ingredient in exploiting

..... interdependencies” (1993:48).

How then, is this understanding of embeddedness brought to bear on the interorganisational
relations and dynamics of an industrial district or a regional field? Grabher's main point in
this volume is the “embeddedness dilemma” or the weakness of strong ties, obviously
building on Granovetter’s “the strength of weak ties” (1973). Close relationships or “strong
ties” between industry, the regional government, associations and supportive institutions
might evolve into a hindrance to economic, political and cultural innovation, as was the case
in the Ruhr area, according to his analysis. “Too little embeddedness may expose networks to
an erosion of their supportive tissue of social practices and institutions. Too much
embeddedness, however, may promote a petrification of this supportive tissue and, hence,

may pervert networks into cohesive coalitions against more radical innovations.” (1993:25).
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To use the terminology of Argyris and Schon (1978), too much embeddedness, i.e. only strong
ties, might limit the system to single-loop learning and prevent it from a needed self-
questioning ability, double-loop learning, thus serving to keep it on the wrong track too long.
To achieve a self-questioning ability and maintain a capacity for learning and adaptability, the
social and industrial system needs sufficient redundancy. This redundancy, Grabher argues,
exists in loosely coupled networks. Loose couplings increase the learning capacity of
networks by creating opportunities for sharing the learning experiences of cooperating
partners, learning that result from their exchange relations with third parties. Conversely, tight
networks would risk «groupthink»-effects and over time suffer from insufficient external
input, and also lack the extra capacity for handling radical change because of limited slack or
redundancy in the network. Hence, supporting the development of loosely coupled networks

in ways that encourage redundancy becomes one important policy implication.

Such support can be taken on by developing or transforming the regional institutional
infrastructure into a support system for such loosely coupled networks, networks they
themselves become parts of. The term “institutional infrastructure” refers to a wider array of
regionally located institutions that provide support or services to enterprises. One central
group is institutions involved in transfer of information and know-how, institutions that in one
way or another are involved with enterprises regarding their knowledge or competence
development, learning, innovation or whatever label seems appropriate. With reference to his
research in the Ruhr area, Grabher suggests that transforming such an infrastructure into an
effective support system for loosely coupled networks depends on two basic conditions. These
conditions are connectivity between the supporting institutions, and resisting the streamlining
of this infrastructure. The first condition refers to the need to link the institutions. The
number, variety and individual quality of the institutions are insufficient for creating a good
support infrastructure. “Only when these institutions are linked together do their individual
information supplies and problem-solving capacities add up to a support infrastructure with a
high level of redundancy. Connectivity creates a much greater degree of cross-connection and
exchange of information than may be needed at any given time. It is exactly this kind of
redundant institutional infrastructure that seems appropriate for the initiation and support of

loosely coupled networks.” (Grabher 1993b:274).

The second basic condition Grabher puts forward is the need to resist streamlining of the
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infrastructure according to a narrow economistic logic of efficiency. Formation of new
regional institutions and the thickening of the regional infrastructure easily leads to an
economistically motivated push to rigidly streamline this structure in order to reduce
overlapping responsibilities and problem-solving capacities. Such a streamlining may have
counterproductive effects, Grabher claims. Drawing upon his colleague Herrigel’s work on
Baden-Wiirttemberg, the most successful regional economy in Germany, he quotes: “the
fragmented, overlapping and seemingly redundant character of the public and private
institutional network.... is, paradoxically, the most efficient way to provide services to

decentralised production” (Herrigel 1993:232).

Grabher’s embeddedness approach seems to lead us part of the way, but does not sufficiently
help us to grasp the contents of social relations, the dynamics of collaborative processes and

the ways in which social structures constrain or facilitate economic action.

2.5 Porter and his diamond: rivalry as the driving force

Diamonds for everyone?

The other high-profile approach to industrial development has grown out of the field of
business strategy and is based on the work of Porter “The Competitive Advantage of Nations”
(1990). Porter’s work seems to have gained broad attention in a number of countries (Porter
1998), and has influenced the way industry and policy makers alike think about the
competitiveness of their particular locality, be it a nation, a region, state or city. As indicated
by the title of the book, Porter initially aims at the nation as the entity for discussing how
competitiveness is created, but according to himself, his framework can also be applied at
other levels (1998:xxi). Judging by the numerous studies based on his diamond model and the
idea of industry clusters throughout the 1990s, such a wide application has also been the case

in practice.

Reve (et al 1992) “Et konkurransedyktig Norge” started the wave of so-called “Porter studies”
in Norway. Public authorities at various levels and institutions with policy ambitions in this
field have commissioned studies covering from a couple of counties down to small
communities (e.g. Odda municipality with 8000 inhabitants in 1995) and thus created a
flourishing market for researchers. Some examples are Halvorsen et al (1994) on Vestfold

county, Helland-Olsen et al (1995) on the two Agder counties and Johnstad (1995) on the
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Oslo-region, to mention a few. Towards the end of the 90s, the almost overwhelming attention
faded away as most areas and industries have had their Porter study. However, a new Porter-
based study was presented again this year, about a decade after the first (Jakobsen & Reve
2001). If nothing else, the broad financial backing of the study shows that this way of
understanding industrial development still has broad legitimacy among major national
institutions and companies®. As such, it is an alternative to the social economic perspective
of the Ministry of Finance and appears “micro”-oriented compared to this. Nevertheless, I
argue that the policy recommendations and conceptual apparatus still are too “macro” and
represents an underdeveloped development perspective when it comes to how we may
actually create the desired diamonds and clusters. I shall return to the critical comments

below. First, however, an introduction to the main elements in Porter’s thinking is provided.

The diamond model

Porter claims that to understand a nations competitiveness or productivity one must focus not
at the economy as a whole, but on specific industries and industry segments. Thus, “The basic
unit of analysis for understanding national advantage is the industry” (Porter 1990:73). The
competitive advantage of the industries will subsequently add up to the competitive advantage

of a nation.

As with the later tendencies within industrial geography, Porter bases his framework on the
centrality of innovation. Competitiveness and economic growth are achieved through
innovation in enterprises, or “firms” as they are labelled in the traditions of strategy and
economy. Innovation is defined broadly, and “include both improvements in technology and
better methods or ways of doing things” (1990:45). In other words, competitiveness is not
explained in terms of exploiting natural resources or cheap labour, gaining economies of scale
or favourable interest- and exchange rates. The opening sequence in his Harvard Business

Review article states his point of departure.

“National prosperity is created, not inherited. It does not grow out of a country’s natural
endowments, its labour pool, its interest rates, or its currency’s value, as classical
economists insist. A nation’s competitiveness depends on the capacity of its industry to
innovate and upgrade.” (Porter 1990b:73).

2 The new Porter based study has been financed by four ministries, SND, NFR, NHO, NIF, HSH and a number
of large enterprises.
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The question then becomes what makes industries innovate? Based on a four-year study in ten
industrialised nations, Porter claims to have captured the driving forces of industry-wide
innovation, and thus national competitive advantage, in four determinants together forming

the “diamond”.

Firm strategy,
., structure, and
: - rivalry
A
Factor < > Demand
conditions conditions
4 .
4
Related and
supporting
industries

Fig. 1: Porter’s diamond model (Porter 1990:127)

1. Factor conditions

This determinant contains “factors of production”, often associated with natural resources,
land, labour, capital, infrastructure, etc. Contrary to the doctrines of classical economy, Porter
claims that in advanced economies, the critical factors of production are not inherited, but are
instead created. The most important factors are those that involve sustained and heavy
investment and are specialised. These are the factors that are most difficult to imitate or
replicate, as opposed to basic or general factors (land, cheap labour, natural resources etc.)
that are either easily accessible through global strategies, or simple to circumvent through
technology. Examples of specialized factors are skilled human resources and a scientific base.
In other words, knowledge and technology are viewed as key elements in creating a nation’s
competitiveness. But any knowledge will not do. A generally highly educated work force is

insufficient in creating competitive advantage. The competence has to be highly specialised to
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an industry’s particular needs in order to support competitiveness. Abundance of factors such
as cheap raw materials or labour generally leads to inefficient or wasteful use of these
resources, and the pressure to innovate becomes too weak. In other words, sustained
competitive advantage is achieved through advanced and specialised factors of production,
and the continuous improvement of them. This demands the “presence of world-class
institutions that first create specialised factors and then continually work to upgrade them”

(Porter 1990b:78).

2. Demand conditions

In Porter’s theory, the nature of the home demand is vital to create the necessary pressure to
innovate and improve. By having demanding, sophisticated customers, the companies gain a
clearer or earlier picture of emerging buyer's needs, and keeping up with such customers
pushes the companies to innovate faster. The size of the home demand is thus less critical than
the character of this demand is. The basic logic here is that tough challenges create
competitiveness through the pressure for innovation. The idea is that companies start by
addressing their some market, and thus the character of the home market is important. This is
probably a fair picture when the home market is the USA. A problem of scale arises when
smaller nations are analysed with the same emphasis on the home market. For small countries,
the market may not be within the same nation. Still, the market may be demanding and
advanced, and spur innovation. One example of such a mismatch is the analysis of the
Norwegian aluminium industry (Reve et al 1992). This highlights that Porter’s model is
developed without including any resource-based export economies in the case-material; all the
ten case countries in “The Competitive Advantage of Nations” are mature, manufacturing-

based economies.

3. Related and supporting industries

The third determinant of national advantage concerns the presence or absence in the nation of
supplier industries and related industries that are internationally competitive. These are
industries that provide the necessary input and/or share for example common technologies,
customers and distribution channels, or provide products that are complementary. Close
working relationships between producers, suppliers, end-users etc. create favourable

conditions for innovation and upgrading. Physical proximity may support the development of
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such relationships with “short lines of communication, quick and constant flow of
information, and an ongoing exchange of ideas and innovations” (ibid. p. 80). It follows that
industries are typically competitive where clusters of related and supporting industries are

geographically concentrated, making the interactions closer and more dynamic.

4. Firm strategy, structure, and rivalry

The last determinant concerns the conditions in the nation governing how companies are
created, organised, and managed, and the nature of domestic rivalry. A nation’s social norms,
values and attitudes towards business influence the way in which firms are organised and
managed, and these varies widely among nations. Porter makes the point that no one
managerial system is universally appropriate, and that competitiveness thus results from the
particular match between these managerial and organisational aspects and the sources of
competitive advantage in the particular industry. This determinant includes the individual
motivation to work and expand skills. “A nation’s success largely depends on the types of
education its talented people choose, where they choose to work, and their commitment and

effort” (ibid. p. 81).

Together with the national circumstances and context in this determinant, Porter has placed
empbhasis on the role of domestic rivalry. The nature of competition and domestic rivalry has a
fundamental impact on the competitiveness. Local rivals provide a powerful stimulus to the
creation and persistence of competitive advantage. Competition with firms in foreign markets
is not a substitute for competing with domestic rivals. Domestic competition automatically
cancels any shared advantages that derive from being in the home nation, and forces
companies to move beyond those basic advantages to create more sustainable advantages.
Together with geographical concentration, domestic rivalry is regarded as the most important
single factor influencing the competitive advantage of an industry. Porter’s theory of

innovation can thus be summarised in these two factors: pressure and proximity.

The diamond model has a systemic nature; each determinant influences the others. In addition
to the four determinants, Porter introduces the two variables “Chance” and “Government” to
explain the development of competitive advantage. These two variables influence each

determinant for better or worse. While Chance is difficult to plan for and risky to rely on in
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building strategies for industrial development, the role of the public sector is somewhat more
under direct influence. The role of government in Porter’s model is through influencing the
four determinants, i.e. indirectly influencing the conditions for competitive advantage. The
question then becomes how this “influencing” can be done. The perceived role of government
in Porter’s model will be further commented on below. First, the concept of “cluster” needs to

be explored.

The cluster: a key to competitiveness

Along with the diamond, the most widely used conceptualisation from Porter’s work is
probably that of the industrial cluster. In his studies, Porter has observed the phenomenon of
clustering, a phenomenon “so persuasive that it appears to be a central feature of advanced
national economies” (ibid. p. 149). He has observed that “A nations successful industries are
usually linked through vertical (buyer/supplier) or horizontal (common customers, technology,
channels etc.) relationships.” (ibid. pp. 148-49). In these relationships, benefits flow forward,
backward, and horizontally, and once a cluster forms, the whole group of industries becomes
mutually supportive. The idea is that one competitive industry helps to create another in a
mutually reinforcing process, and participation in these (complete) clusters speeds up the
innovation processes. What is an industrial cluster, then? Porter does not provide a clear-cut
definition. Instead, he talks about the nature of the relationships, interconnectedness between
industries and the interchange within clusters. “Information flows freely and innovations
diffuse rapidly through the conduits of suppliers or customers who have contact with multiple
competitors. Interconnections within the cluster, often unanticipated, lead to the perception of
new ways of competing and entirely new opportunities. People and ideas combine in new
ways.” (ibid. p. 151). Notably, this is not described as processes of cooperation, but rather
types of exchanges facilitated by proximity. As a consequence, Porter does not directly
advocate the development of cooperative relationships, a common misinterpretation of his

work.

The concept of the industrial cluster can be understood as an expansion of the third
determinant in the diamond model; Related and Supporting Industries. While remaining
imprecise as a concept, it provides a further step (from the diamond) in understanding of the
participants and dynamics of an industrial environment, and emphasises the importance of this

overall industrial environment to the competitiveness of the industries and firms within it.
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Cluster formation is put forward as a characteristic of competitive industries, to the degree
where “National competitive advantage resides as much at the level of the cluster as it does in

individual industries.” (ibid. p. 152).

How are the clusters created, then? Porter does not advocate direct, active strategies directed
towards cluster formation, but views the formation of clusters as a result of the systemic
dynamics of the diamond model. Developing the diamond may eventually lead to well
functioning clusters. The corner of the diamond through which government may play an
important role in reinforcing an already emerging cluster, is considered to be the determinant
called Factor Conditions. Creating specialised factors, for instance in the form of specialised
apprenticeship programs, university technical institutes, training centres, data banks, and
specialised infrastructure, is put forward as beneficial for cluster formation. In general, it is
recommended to encourage and support many localised efforts rather than relying on a few

centrally chosen ones.

Clusters and industrial districts

Notably, the cluster concept resembles the concept of the industrial district, which has a focus
on localised production networks backed by a supporting infrastructure. The two concepts
share the focus on the interconnectedness among firms and their “supportive and related
industries”, a form of environmental perspective. Compared to the logics of the industrial
districts, Porter put less emphasis on the production dimension and more emphasis on how the
formation of clusters support innovation. Later developments in the debates among industrial
geographers also emphasise how the industrial district with its “territorial agglomeration of
economic activity” provides a favourable context for innovation-based economies (e.g.
Asheim 1995). As far as I have been able to discover, Porter’s work was not discussed before
the middle of the 90s by the industrial geographers, despite its high international profile.
Some of the first contributions are Asheim (1995), Asheim & Isaksen (1996) and Staber et al
(1996).

An interesting point here is that Porter does not discuss the concept of industrial districts, nor
flexible specialisation in his 800-pages book. He does not even refer to the seminal work by
Piore & Sabel (1984), published six years before “The Competitive Advantage of Nations”.

This appears somewhat strange when we consider that Porter provides lengthy accounts of
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industries in Emilia-Romagna and other north-Italian areas, the “cradle” of industrial districts.
In other words, these two main discourse formations did not pay any attention to each other

for a rather long period of time.

Government involvement and competence development

Porter argues strongly that in the age of globalisation, the home base and the nation state does
not become less important, but more important. As innovation is the core to sustained
competitiveness, and innovation is regarded as highly localised processes facilitated by the
dynamics in the diamond, it brings the government, the state or the public sector back as an
important actor. Government plays a prominent role in international competition, he claims>'.
How? Government’s proper role is as a catalyst, challenger and encourager, the role is
inevitably partial as well as indirect. Government policies should be directed towards
creating an environment in which companies can gain competitive advantage, rather than
contributing directly to the economic performance in the form of subsidies, tax barriers or
other forms of direct help. Such direct governmental policies will erode the necessary impetus
to innovate, and in the long run be counter-productive. Nevertheless, in recent years it seems
that Porter regards some sort of assistance as positive. In an Academy of Management debate
in 1997 he stated that “developing competitive advantage becomes a question of developing
public services in localities”. He continued by making a strong statement for the centrality of
localities in fostering competitive advantage, and was immediately welcomed as
“rediscovering the spatial dimension” by his co-presenters 2. This view is not strongly

articulated in his earlier work (1990).

Porter discusses a broad array of possible ways of influencing the development of the
diamond, depending on the particular context. Here we shall limit the focus to how he deals

with competence development as essential to industrial development, or competitive

2! This view on the importance of the home base is contrary to the one advocated by the secretary of labour in the
Clinton administration, Robert B. Reich (1990, 1991), who claims that the multinational corporations neither
want nor need a home base. The appropriate national policies, according to Reich, should then focus on creating
highly trained technicians and managers, “symbolic analysts”, in order for the nation state to become an attractive
location for companies of any nationality. For a critique of Reich as well as of Porter, see Lazonick (1993).

2 Debate following Porter’s lecture in the session “Knowlege capitalism: Competitivness Reevaluated”,
Academy of Management Conference, August 11", 1997, Boston. Personal notes.
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advantage, as he phrases it, and public-private partnerships as the institutional arrangement to

bring this forth.

In terms of the diamond argument, government should work indirectly through improving the
four determinants in the diamond, and has a particularly important role to play vis-a-vis the
Factor Conditions, the box where Porter has placed competence. This is presumably where we
would find his position on the core issue of my thesis, public-private collaboration for

competence development.

Porter recognises that education and training are decisive in national competitive advantage,
and links this to the role of government. “Education and training constitutes perhaps the single
greatest long-term leverage point available to all levels of government in upgrading industry”
(ibid. p. 628). As we have touched upon earlier, the basic and general education provided by
the education system is necessary, but is not sufficient to support competitiveness. Specialised
competence with direct relevance to the particular industries is what it takes. Consequently,
one of the patterns he has observed in his research reveals that for this training and education
to take place, industry will typically link up to knowledge institutions. “Many of the most
successful industries we studied in every nation had established strong ties with universities
and technical schools” (ibid. p. 630). Moreover, successful firms invest heavily in ongoing in-
house training through industry associations or individually. Associations provide a way to
achieve a critical mass even if individual firms are small. Apart from buyer-supplier
cooperation, this seems to be the only form of inter-firm cooperation, i.e. through independent
entities such as trade associations, that Porter recognises as potentially beneficial to

competitive advantage.

The issue of public-private cooperation gains little attention from Porter, at least in these
terms. His main message and dominating logic is competition, rivalry and an indirect support
from government. Maybe this is partly because the higher education and research system is
not part of government in his thinking, as they are most often private institutions in the USA.
In the Norwegian context, the educational actors are primarily part of the public system. Only
in vague terms, he opens up for cooperation between government and industry. Consider the

following quotations:
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“..the most significant factors for competitive advantages are advanced and specialized
and inevitably tied to industries or groups of industries. In the industries we studied, the
most important factor creation involved firms, though sometimes in collaboration with
government entities.” (ibid. p. 627, italics mine)

“Both government and industry must invest in factor creation. The process of factor
creation benefits greatly from the proximity of clear economic interest. Without it, the
factors created are insufficient, inappropriate, too late, or too generalized.” (ibid. p. 627)

The point Porter makes here about government and industry jointly investing in factor creation
(i.e. competence development), sometimes in collaboration, seems to be the closest he gets to
viewing industrial development as an issue for cross-sectoral collaboration. The main picture
is that government do their things and industry does theirs. The process by which the

collaboration is brought about is not dealt with in the works of Porter.

Are we digging for diamonds? Some critical remarks

Porter’s high-profile contribution to the discourse on industrial development at the beginning
of this decade created widespread attention and apparently gained numerous followers, not the
least from industry itself”>. Some critical voices where heard, questioning various aspects of
Porter’s theory, but they were seemingly overpowered with ease by the sheer activity level of

the various governmental, industrial and academic actors applying his ideas®.

While the critique voiced in those years could barely be heard, the present silence around his
theory is maybe the sharpest critique. To my mind this reflects the insufficient ability to act on
basis of his ideas; after the analysis, the concrete actions are still a major challenge. Before I
comment further on my own perspective it is worth mentioning that Porter’s ideas of national
competitiveness have not gained universal praise, even if at some point that was the
impression. Yetton et al (1992) provide a rather harsh critique of Porter’s theory. As Porter
himself has done (see Porter 1998), they apply his diamond model to Canada and New

Zealand, and in addition to Australia, and arrive at conclusions that are somewhat different

B 1In Norway, the Norwegian School of Economics and Business Administration (Norges Handelshgyskole) has
been the leading Porter environment. Apparently, industry representatives took the initiative to the Norwegian
Porter-study (Reve et al 1992).

% In Norway, the national research foundation, two ministries, the NHO and LO and a number of companies

financially supported the two-year, NOK 6 million Porter study, involving 35 researchers. This in turn spurred a
number of studies at county level throughout Norway during the following years.
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from Porter’s. Yetton et al (1992) conclude that:

a) Porter has not articulated a general theory of national competitive advantage. Rather, it is a
theory about the competitive advantage of firms and some types of industries within
nations. Moreover, the theory does not apply well to all types of economies. “The theory,
as conceived and applied, (..) emerges as most relevant to mature, manufacturing-based
economies.” (ibid. p. 21). The relevance to resource-based economies and industries is thus

weaker.

b) The theory is not proven and must be regarded as a set of hypotheses. They state that “One
would have to conclude that if Canadian industry were a test of the diamond, the theory
would fail” (ibid. p. 26). Yetton et al claim that Porter overlooks obvious aspects of
Canadian industry and competitive performance without questioning the initial “theory” he
is applying.

c) These hypotheses are poorly suited both for understanding national competitiveness and as
a foundation for formulating industrial policy recommendations for Canada, New Zealand

and Australia.

d) “Porter’s work say little about either the dynamics of creating a diamond, or which type of
firms might seed it, how they might merge, or their subsequent pattern of growth, and the

factors vital for that.” (Yetton et al 1992:33)

Competence development and innovation

My first comment on Porter’s model concerns the role of competence development and
innovation. Compared to the present focus on knowledge-based economies and the modern
understanding of innovation as interactive learning processes, Porter appears to put limited
emphasis on knowledge creation and learning, despite his basic view on competitive
advantage being based on the centrality of innovation. Moreover, competence development is
not directly linked to innovation in his accounts. The reason for this appears to lie in Porter’s
understanding of the processes of innovation. It seems that Porter’s conceptualisations are still
too much coloured by the traditional economic view on knowledge as an “input-factor”, and
that his mainly economic understanding of innovation misses the point by stopping at

“pressure and proximity” as the central conditions behind innovation. In his accounts of why
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clusters are favourable to innovation, he mentions that innovations are easily diffused in these
environments, but not that they may actually be created through the network relationships.
Innovation thus remains an intra-organisational issue poorly connected to the processes of

learning.

We then have a setting where Porter on the one hand highlights how interactions with other
organisations stimulate innovation through pressure and proximity, and on the other argues for
the importance of learning and knowledge as fundamental to competitiveness. But he does not
link these two phenomena by regarding innovation as a learning process. “Learning” thus
remains in a “back-seat” position together with a bundle of other important factors. To be fair,
the newer understanding of innovation stemming from new institutional economics was not
widely published at the time (e.g. Lundvall 1992). But Porter also keeps innovation and
competence development separated in later works (e.g. Porter 1998), and seemingly regards
competence as a resource that has to be put to use to assist the development of industry. A
recent example of this is Porter’s involvement with the utilisation of business schools in the
USA in revitalisation of inner cities. In his view, business schools represent one of the greatest
resources available for inner-city business development® - using students and faculty as well
as alumni as resources for the business community. This might be a fruitful utilisation of the
competence and resources in the business school system, but it also resembles a traditional,
sequential and research-based understanding of the innovation process, where someone “has
it”, and disseminate it to others who need it. Maybe it is not a diamond after all? Maybe it is

just some boxes?

Rivalry, not collaboration

The second comment concerns the balance between competition and collaboration, or rather
Porter’s emphasis on rivalry. While he continuously stresses that innovation occurs best and
fastest in clusters of companies of related and supporting industries, he warns against
cooperative research and development projects (Porter 1990b:89), as well as alliances (ibid. p.

92), as it creates mediocrity rather than competitive advantage. The primary function of the

» Michael E. Porter’s presentation “New strategies for inner-city economic development” in the Academy of
Management symposium “Determining the Competitive Advantage of an Inner City: Using University Resources
to Assist Distressed Urban Areas”, Boston, August 11" 1997.
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clusters is therefore not collaboration, but simply increasing the pressure for innovation by
rivalry and pressure from customers, competitors and suppliers. In other words, the
collaborative dimension of innovation that other researchers emphasise as critical (e.g.
Lazonick 1993, Lundvall & Johnson 1994) is not recognised by Porter?. He therefore also
misses the point of collaboration, both inter-firm and public-private. The only element of
collaboration that sneaks into his competitive framework happens to be the focus of this
thesis; industry and public actors collaborating on competence development. As such, Porter
is not arguing against this position, but his contributions are rather meagre. It follows that the
development perspective offered by Porter gives few clues as to how to develop clusters and
forge collaborative relationships. That is not his intention, either. The belief in the power of
competition and market mechanisms shines through. A radically different perspective on

industrial development is provided in the next section.

2.6 Public planning for development

In the various accounts of industrial development given so far in this chapter, public actors are
repeatedly given a role to play. While the first discourse formation emanated from industrial
geography and took the importance of place or locality for industrial activity as the point of
departure, the second perspective focused heavily on competitiveness and rivalry as the
driving forces. Both perspectives acknowledged the importance of the local or regional
industrial environment to the competitiveness of the enterprise, and subsequently the
importance of a public sector that is able to contribute to constructing such favourable

environments.

The third, fairly influential perspective on industrial development in the Norwegian context
takes the public sector itself as the point of departure. Improving on the conditions for
industrial activity is recognised as a concern at various levels in the public system. How
public actors can go about supporting industrial development, as other development issues in
society, is conceptualised within a framework of public planning. In this view, public

planning is a precondition for public action. Planning is regarded as the process that links

% Lazonick (1993) provides a broader critique of Porter’s lacking recognition of the importance of cooperation,
partly based on a re-interpretation of Porter’s own work.
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what you know, i.e. knowledge, to what you will do, i.e. action. Although not giving a full
account of public planning theory, this section explores the recent developments in public

planning that address regional collaboration for industrial development.

Planning traditions

Public planning is a rather eclectic field. Various forms of economy, sociology, policy
science, political philosophy etc. form the disciplinary bases for engaging in the various forms
of public planning. As such, public planning draws on a broader field of disciplines than the
two perspectives discussed above. A brief look at the main traditions of planning is provided
below as a context for understanding that present planning exists both as a positivistic, linear
and rationalistic science, but also as highly participative, non-hierarchical and bottom-up

strategies for societal development.

Friedmann (1987), an influential scholar in this field, claims that there are four major
traditions of planning theory. These are policy analysis, social reform, social learning and
social mobilisation. Textbooks in the Norwegian setting also take these categories as the point
of departure (e.g. Amdam & Veggeland 1991, Amdam, R. et al 1995). The tradition of policy
analysis is marked by instrumental, rationalistic and causal thinking. Neo-classical economics,
systems analysis, operations research and policy science are disciplines associated with this
tradition. Core dimensions of this tradition are the formulation of goals and objectives,
identification of alternatives, consequence analysis, rational decisions, implementation and
feedback. In other words, this tradition carries an overall linear and technical orientation and
has a clear anchorage in positivism, at the same time as it is centralised, top-down and expert-

driven.

Social reform shares the traits of being top-down, centralised and expert driven, and is rooted
in macro-sociology, institutional economics and political philosophy. The foundation of this
tradition is a belief in the application of scientific knowledge to public affairs, hence only
experts are sufficiently knowledgeable to participate in this form of planning. Representative
democracy, human rights and social justice are central values among the authors of this
tradition, and they focus especially on three areas: the promotion of economic growth, the
maintenance of full employment, and the redistribution of income. This tradition is also

largely instrumental, and has clear similarities to policy analysis, but advocates a pragmatic
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incrementalism where small steps are taken based on learning from previous steps. Within
Norwegian social democracy, this tradition has had a large influence as the foundation for
political decisions and political governance (Amdam & Veggeland 1991). Elements of both
policy analysis and social reform are very much a part of the present public system. However,

newer trends point in a more participative direction.

“The traditions of social learning and social mobilization seem to be especially pertinent
today” (Friedmann 1987:75). Contrary to the centralised and rationalistic public planning in
the two first traditions, these two last traditions represent decentralised and action-oriented
planning, infused by participation and negotiation strategies. According to Amdam &
Veggeland (1991), one can identify a development from a rationalistic, top-down, central
planning in the first decades after the second world war, through a negotiation-based central
planning in the 1970s, to a decentralised negotiation-based planning associated with social

learning and social mobilisation from the 1980s.

The tradition of social learning mainly departs from theories of organisation development
applied at a more societal scale. It focuses on overcoming the contradictions between theory
and practice, where the basic standpoint among its theorists has been that knowledge is
derived from experience and validated in practice, and is therefore an integral part of action.
Knowledge then emerges from an action-reflection cycle, in which experiments lead to new
understanding through learning, and this new understanding is then applied in the continuing
process of action and change. Dialogue and direct participation by those affected by the
planning is central to this tradition, as are non-hierarchical relations, commitment to

experimentation, tolerance for differences, negotiation and conflict resolution.

The core of social mobilisation can be summarised by “direct collective action from below”.
Its historical roots are in Marxism, utopianism and anarchism, but today it more typically
draws on theorists like Habermas and Freire (Friedmann 1987). This tradition, also called
“radical planning”, deals with how to mobilise people to take responsibility for the
development of society, and it builds on the social learning tradition. Planning here appears as
a form of politics, conducted without the mediations of “science”. Emancipation is often

presented as the ideological goal. Within the planning community, it is this tradition that has
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EEINT3

emphasised development work. “The learning society”, “bottom-up planning”, “self-help” and

“mobilisation” are key terms in the tradition of social mobilisation.

Mobilising for strategic planning

In the EU, large parts of the regional development efforts (governed through the Structural
fund) demand that local actors create partnerships and develop plans in order to get financial
support. The prevailing regional development theories in the EU emphasise local
responsibility and mobilisation, collaboration between public and private actors, a
comprehensive, territorial integration of various public sectors - and planning to make this
happen. In the process of adapting to EU standards (through E@S), Norway will have to apply
similar principles (Amdam 1996b). The Free-County Experiment that has a central role in the

case material of this thesis’, is a forerunner for such development in the Norwegian context.

A conception of planning close to the present ideas of the EU is termed “strategic and
mobilising planning” by Amdam (1995), one of the central writers on public planning in
Norway. This form of planning is especially based on theories of social mobilisation and
social learning, but also contains elements drawn from the more rationalistic traditions. Forms
of strategic planning have been broadly used at county and municipality levels throughout
Norway in the early 1990s as a chief means of handling development challenges. It is

therefore of particular relevance to our discussion.

The national government has encouraged municipalities and county administrations to use
strategic planning for local and regional development, and at times also demanded that such
planning should be undertaken before central funds would be released. Strategic planning has
been regarded as an important political activity, involving as many actors as possible in active
dialogue on the development challenges of a local community or a county. Strategic planning
is usually regarded as a (more or less) continuous process, but with linked, overlapping and
rotating strategic plans at least every forth year. The need to involve large numbers of actors at

the same time makes it infeasible to organise it as a literally ongoing planning process. Actors

%7 See chapter 4 and 5.
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are rather mobilised for a shorter and more intense period of time for creating a new, joint

strategic plan for the communityzg.

What is such a strategic planning process like? According to Amdam & Veggeland (1991),
the elements of a strategic planning process might resemble that of the rationalistic policy
analysis above, but the principles and the participation is different. Key elements are analysis
of the environment and the community, goal setting, identifying action strategies, linking
long-term perspectives to medium and short-term perspectives, and attempting continuity
through rotating and overlapping plans. The key differences are linked to how this is done and
by whom, i.e. through a participative process, attempting a bottom-up mobilisation that seeks
to assure relevance, commitment and ownership among the relevant actors. This may take the
form of practical, local development efforts, mobilising various groups and individuals in the
process of strategic planning. The methods of mobilisation and organising the process then
becomes the task for the planner or initiator, while the actual contents is provided by the
participants themselves. Such strategic and mobilising planning where rationalistic elements
co-exist with participative work forms may be conceptualised as a combination of
communicative and instrumental rationality, and the mobilisation understood as an
empowerment process (Amdam, R. 1997). In Habermasian terms, this leads to discursive
democracy as a focal concern, and hence creating discourses that involve as many actors as
possible in a systematic way becomes a central trait of this planning activity. However, as
Amdam refers from his practical experience, “the thinking and acting in the public and private
sector is heavily dominated by the instrumental rationality” (ibid. p. 18). Not least the public
national level refrains from communicative involvement with the regional and local policy-
making processes, and thus represents a great hindrance to integrative development dynamics

between levels, as well as limits the scope for regional self-reliance.

This planning model developed by the Amdam brothers includes what they term strategical,

tactical and operative planning, where the rationalistic and instrumental elements increase as

% Traditional strategic planning as a form of strategy development for businesses is criticized by Mintzberg
(1994). His discussion of strategic planning in this context has only a few overlaps with the public planning
tradition mentioned here, for instance the use of the old SWOT analysis as a tool. Mintzberg does not discuss
forms of planning that focus on broad mobilization, collective and continuous learning processes in a broader
institutional setting, but mainly confines his critiques to deterministic, centralized planning.
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the planning goes from strategic to operative. The strategic discourses deal with the more
fundamental questions of values and a desired future. Discourses on tactical planning deals
with conflict resolution and the creating of implementing structures like networks and
partnerships between actors from the voluntary, business and public sectors. The discourses
on operative planning are of a practical nature, often understood as part of the implementation
itself. Collective learning and evaluation is the last element in this model, and these elements
are all geared towards the formulation of planning documents, the manifestations of organised

development in a political and public setting.

How is the model carried out in practice? Based on action research and concrete development
efforts in Norwegian municipalities, a methodology based on these principles has been
developed (Amdam, R. 1997). Elements in this methodology are establishing a project
organisation, and use of larger, open meetings, various conferences, workshops, meetings,
brainstorming sessions, project groups and a form of planning tools called «workbooks».
These methods are applied in settings for local community development in general, in which
industrial development may or may not be identified as one of the chief issues?. How, then, is

the public role perceived within strategic and mobilising planning?

The proactive role of public actors

Traditionally, public actors have the role associated with bureaucracy, where rights, rules,
allocation of resources, distance to the user, equal treatment and control, are central elements
of the logic. This way of functioning corresponds to the linear, top-down, rational planning of
policy analysis described above. Drawing on the work by Bennett & McCoshan (1993),
Amdam (1996b) argues that public actors must take on a role as developers in the more
participative planning traditions. Such a role demands initiative and entrepreneurship rather
than passive adaption to rules, close collaboration with many actors instead of distant
relationships to well-defined user-groups, bottom-up grounded formulation of needs instead of
centrally decided priorities, selective emphasis on feasible development opportunities rather
than overall equal treatment, involvement in open, participative processes rather than pre-

defined and highly controlled activities, etc. These characteristics are associated with planning

% See also Levin (1988, 1993) on local mobilisation and network building for industrial development.

54



Chapter 2: Perspectives on Industrial Development

as social mobilisation (Friedmann 1987). Often, these conflicting demands must be handled
within the same agency or department. Since both logics or roles must co-exist within the
same system, this poses a particular challenge to public actors. Bennett & McCoshan (1993)
characterise the indicated role of the developer as “proactive”, and argue the need for
development from a reactive role to such a proactive role, in order to achieve a positive

regional development™.

Comments on planning for industrial development

While the planning field is diverse and contains different traditions, all of the contributors
selected here argue for a bottom-up, mobilising logic in the development of local communities
and regions. This implies an active public role, public-private collaboration and a focus on
locally grounded development efforts. A few comments on each of these elements seen from a

planning perspective are warranted.

The proactive role: a balancing act

Amdam (1996b) convincingly argues that public sector officials should obtain a proactive
developmental role, they have to become developers as well as being administrators and
regulators. This stance supports the idea of this thesis where public actors take an active part
in the collaborative efforts. A question becomes how the desired proactivity can be created

and sustained with planning as the dominating logic?

The literature on planning departs from the premise that public actors must plan in order to
act, so the question becomes how this planning can be undertaken. Within the proactive view,
public actors (planners, or political or administrative leaders) must take initiative and provide
leadership in these activities, where other actors, such as enterprises and other organisations,
are invited in to participate. This participation is emphasised within traditions of planning as
social learning and social mobilisation, or as “strategic and mobilising planning”, as Amdam

phrases it (1995).

3% Not only planners argue for an active role of the public sector. Bennett & McCoshan (1993) do not discuss the
role of public actors from a planning perspective, but base it on a broader discussion of development challenges
in the British society. Another example is Levin (1993), who describes a role of public actors as network brokers
in constructing collaborative efforts for industrial development.
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A critical question becomes what the nature of ownership, commitment and mutuality is if
public actors remain in the leading position throughout a development initiative? When the
issue is the development of industry, industry itself has to be closely integrated in all stages of
the process. There is a very real risk that an overly proactive role by public actors will leave

the industry as reactive participants.

In my view, the desired proactive role by public actors needs to be carefully balanced, so that
the other actors are not forced into a reactive role that undermines ownership and
commitment. This is a particular important point in discussions of practical approaches to
industrial development. In my experience, public actors, or non-enterprise actors in general,
frequently find it difficult to act proactively and leave the process open enough for the

concerned enterprises to develop the needed ownership.

Public-private collaboration

The organising of collaborative constructions in the form of building partnerships across
public and private organizations is claimed to be important (Amdam 1995:330). Cross-
sectoral partnerships are understood as important “implementing structures”, and hence they
should be planned for. In the view of Amdam, “there are too few dialogues, alliances,
partnerships, networks etc. between the sectors and the between the levels in the political
power structure” (Amdam, R. 1997:19). When comparing Ireland and Norway, Amdam
(1996b) concludes that the desired partnerships that form the basis for regional development
of this sort is under-developed in Norway. A major challenge is thus to develop collaborative
structures that are able to address the particular regional development issues in a
comprehensive manner. These collaborative structures must seek to achieve an integration of
various public functions and policy areas in the region, as well as to involve the private actors
directly, i.e. both industry and other relevant institutional actors. Amdam here phrases the core
issue of my thesis: construction of regional collaboration. Apparently, development theories
emanating from the field of public planning, backed by the overall regional policies of the EU,

heavily underpins this focus.

If collaboration appears as a core issue to public planners, one would expect further
investigations into the various aspects of collaboration, such as the development processes

and alternative structural conceptualisations, in order to gain a better understanding of how
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the desired collaborations may be constructed. Apart from discussing the role of various
public actors, often limited to the confines of a strategic planning process, the planners do not

seem to follow their own challenge on this issue.

Development as an act of planning: a poor fit?

In the planning traditions emphasised here, mobilisation and broad regional participation are
central to the way development is perceived. This is thought to guarantee a non-expert, non-
top-down development logic with local ownership. But this mobilisation is geared towards a
process of planning. In other words, development becomes a question of planning. Planning is
defined in a way that nearly makes us think that development is planning. Planning becomes
the all-encompassing framework for social action. For instance, when “....tactical planning can
be used to organize partnerships between the private, public and voluntary sector” (Amdam,
R. 1997:8), organising becomes a matter of planning rather than an open, interactive
construction process. But what if the task is not primarily one of planning, but rather one of
development where horizontal collaboration is a core aspect? To what extent do you actually
plan a fluid, interactive construction process involving many organisationally independent

actors? Here we seem to be at the outer borders of the planning perspective.

2.7 The missing conception of construction processes: a summary
In this chapter, I have examined the three most influential perspectives on industrial
development. I have discussed the various contributions with an emphasis on how they
address the issue of collaboration, the role of public actors, their understanding of the learning
dimension of industrial development, and finally the view on development provided by each
perspective. In the contributions we have touched upon above, some elements stand out as

particularly relevant in the context of this thesis.

The industrial geographers

A regional perspective apparently leads to considering a number of collaborative constructs
that support industrial development. In fact, collaboration stands out as a key dimension of the
competitiveness of localities. For instance, the very idea of the industrial districts builds on
the notion of (collaborative) production networks between small firms, which together create
a system capable of flexible specialisation. Moreover, it is argued that development of these

production systems heavily depends on a collaborative interaction with a supportive
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infrastructure, which in itself is a collaborative construction.

Therefore, collaborative constructs are not seen as isolated, independent entities. On the
contrary, the wider social fabric of the localities is understood as important to the
development dynamics. “Industrial districts (....) refocus attention on the critical role of
“social organization”. They lead us to emphasise such things as non-hierarchical
organisations, autonomy, co-operation, local and regional networks, competent
entrepreneurship, and differentiated industrial structure.” (Sengenberger & Pyke 1992:7). As a
part of this fabric or environment, public actors are perceived as important contributors to
industrial development, mainly by partaking in policy networks and through assisting in
constructing the relevant support infrastructure. This is often understood as ‘“common
services”, i.e. various services tailor-made to the needs of a specific population of enterprises
in an area. As with the overall emphasis on collaboration, these ideas are particular in contrast

to the ideas of Porter.

The role of public actors and the concrete design of the particular support infrastructure have
to emerge as a result of local interaction, and not as a result of a top-down instalment of pre-
defined organisational structures or support measures. “If local cultures and traditions are as
important as many analysts suggest, policy interventions should be conceived in a way that
reflects and builds upon local forces, for it is the local social milieu which defines whether
policy initiatives are benevolent or not.” (Kristensen, 1994.) This implies local and regional
autonomy, both in government and among collective actors such as employers’ confederations

and trade unions.

Then what should the collaboration be about? Some contributors highlight learning as a focal
issue. Departing from an old point about the centrality of innovation to the industrial district,
newer innovation theory has conceptualised innovation as an interactive learning process.
Hence, learning has become an interorganisational issue, as opposed to an issue for the
individual firm or for the educational system. This leads to a concern with a locally based

institutional infrastructure that supports innovation and learning among firms.

As hopefully apparent by this short recapitulation of the main points, it appears that within the

broad tradition associated with the industrial district, considerable support for the theme of
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this thesis can be identified. Key aspects like collaboration, public sector involvement and
institutional infrastructures for learning can be found among the wide range of contributions.
However, the contributions reviewed do not take the next step into investigating sow such a
“learning region” with a locally based institutional infrastructure may be constructed. This

challenge is the main focus of this thesis.

The Porter-school

The second perspective here discussed is the influential work of Porter. At first glance,
Porter’s perspective with its emphasis on the role of government and the formation of industry
clusters may indicate an orientation in line with this thesis. Closer examination of his work,
however, reveals that the interaction among a wide set of actors in his “industrial clusters» is
not based on a collaborative logic, but solely on a purely logic of competitiveness, i.e.
competition and rivalry are the core elements in his conception of development. This point is
of particular interest because followers of Porter tend to conceptualise the formation of
clusters and the dynamics within the clusters as a collaborative issue. They may be correct in
doing so, but not because it is in line with Porter’s thinking, but because such interaction by
necessity entails collaborative elements. Lazonick (1993:4) even claims that “A closer
consideration of Porter’s own evidence suggests that domestic cooperation rather than
domestic competition is the key determinant of global competitive advantage”. In other words,
the very interpretation of Porter’s studies is fundamentally challenged. As argued above, the
“blindness” towards the collaborative dimension of interorganizational relations is linked to
Porter’s limited understanding of how innovation happens. Consequently, the Porter
perspective does not seem to contribute much to the collaborative orientation of this thesis,
but rather appears as a competing perspective in this respect. Notably, the important role of
government is also not exercised through collaboration, but rather through complementary
investments. Correspondingly, Porter’s understanding of the interorganizational milieu
dimension remains simplistic compared to some of the contributors within a regional

perspective on industrial development.

The planners
The main contribution from the planning perspective is to establish the public sector as an
independent, (potentially) proactive actor, i.e. as an active and direct participant in regional

development efforts, as opposed to being a reactive, bureaucratic adaptor to rules concerned
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with material infrastructure and the even distribution of rights. While both the perspectives
provided by Porter and industrial geographers claim that public actors play an important role
for the competitiveness of localities and firms, they portray an external view of public actors.
Planning theory takes an internal perspective, and discusses public actors as proactive
developers. The newer forms of planning are portrayed as participative processes involving
various regional actors, i.e. development is attempted through forms of collaboration.
However, in this perspective, development becomes an act of planning, almost to the extent
where development is planning. The construction process becomes heavily planning-biased,
and aspects such as organising for development through forging collaborative relationships,
maintaining a processual view and a balanced participation among regional actors, appear

underdeveloped in this perspective.

Conclusions

The discussions of these three perspectives have revealed support for my emphasis on public-
private collaboration in regional contexts as one of the core issues in industrial development.
The thesis is thus firmly situated in the discourse on industrial development. However, even if
collaboration is regarded as a core issue, these strands of thinking have very little to contribute
when it comes to the essential question of how collaboration is constructed. I have shown that
the perspectives have an underdeveloped or even missing conception of the construction
processes of the desired collaboration. I argue that this is a major weakness of the current

literature, and this is where I place my contribution.

Situating the “how”-question in the larger debate on industrial development this way, leads to
the challenging question of the role of public actors. The role of public actors must clearly be
a part of the “how”-answer when public-private collaboration is established as a core issue in
regionalized industrial development. One of the particular research questions of this thesis is
therefore: What characterizes the role of public actors in collaborative industrial

development? A summary of the research questions is provided at the end of chapter three.
While academic writers in the discourse on industrial development may not have addressed

the issue of how collaboration can be constructed, other academics have been concerned with

interorganizational collaboration on this level for some time. Our next step is therefore to
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move to the question of collaboration in particular, and thus eventually seek to enrich the

discourse on industrial development by providing insight into the processes of collaboration.
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Chapter 3

Interorganizational Collaboration

3.1 Introduction

In the introduction chapter I established learning or competence development as one of the
central aspects in work life development. Hence, industrial development has to address this
particular issue. In the previous chapter I discussed three perspectives on industrial
development that have developed during the last two decades. Apart from the strictly
competitive perspective offered by Porter (1990), it appears that various forms of
collaboration are regarded as the chief constructs by which industrial development challenges
must be addressed at local and regional levels. This includes the challenge of achieving a
necessary capacity for competence development. The collaboration argued for should be based
on locally anchored processes of a bottom-up character, and in these localized processes,
various actors from the public sector are regarded as important co-actors in direct
collaboration with industry. The way in which this is to be done, and what the actual
collaboration entails, is only rudimentary dealt with within the discourses on industrial

development.

The challenge emerging from this discussion is thus to begin to answer the question of how
we can develop collaboration between a wide set of public-private actors in a regional setting
so that it supports the learning capacity of concrete enterprises? To answer this question,
central aspects of collaboration must be conceptualised within a developmental perspective.

This is the aim of the present chapter.

The chapter starts with a general discussion of why organizations collaborate, and what is
meant by the term collaboration. Concepts pertaining to the organizational aspects of
collaboration are then introduced within a framework of social ecology.

In the last part of the chapter I develop a new perspective on collaborative processes centred

on the principle of interactivity. The chapter ends with an elaboration of the research question

based on the theoretical discussions.
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3.2 Collaboration: Why and what?

As many writers point out, a wide range of collaborations are currently taking place. They
address a number of issues, and appear in a variety of settings. Correspondingly, collaboration
is increasingly being emphasized as an important alternative for handling of the various
challenges organizations face today (Gray 1989, Hardy 1994, Westley & Vredenburg 1997).
This is linked to a growing recognition of organizations as open systems that are in constant
interaction with their environments, i.e. they are embedded in network relationships with other
organizations that they more or less actively relate to in order to handle both operational and
developmental tasks. This pertains both to private and public sector organizations, as well as

voluntary organizations.

Why do organizations collaborate?

The primary reason for collaborative efforts may be found in the nature of the challenges or
problems. A general starting point in explaining why organizations can and should
collaborate, is recognition of the fact that many societal problems are too complex, extensive
and many-sided for an organization to deal with alone. In this thesis, these problems will be

termed problem complexes31.

Examples of problem complexes are unemployment,
industrial/economic development, environmental issues, youth crime, poverty etc. Despite an
almost global nature, these, and similar issues, have their concrete meaning in concrete
settings, and may thus be addressed as local and regional phenomena as well as national and

international ones.

These problem complexes demand concerted action by several organizations or institutions in
order to move them in a desired direction. Whereas local manifestations of societal problem
complexes might find their resolutions in a limited local setting, due to the magnitude and
complexity of many societal problems, “moving in a desired direction” or “improving” is the
realistic ambition, rather than “solving” the problem in a traditional sense. Gray (1989:10) has

suggested the following characteristics for problem complexes.

e The problems are ill defined, or there is disagreement about how they should be defined.

*!These kinds of problems have been referred to as “messes”, (Ackoff 1974), “problematiques” and “meta-
problems” (Chevalier 1966).
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e Several stakeholders have vested interests in the problems and these are interdependent of
one another.

e These stakeholders are not necessarily identified a priori or organized in any systematic
way.

e Among the stakeholders there may be a disparity of power and/or resources for dealing
with the problems.

e Stakeholders may have different levels of expertise and different access to information
about the problems.

e Problems are often characterized by technical complexity and scientific uncertainty.

¢ Differing perspectives on the problems often lead to adversarial relationships among the
stakeholders.

e Incremental or unilateral efforts to deal with the problems typically produce less than
satisfactory solutions,

e Existing processes for addressing the problems have proved insufficient and may even

exacerbate them.

Collaboration may be motivated by the simple recognition that parties have a shared interest
in solving a problem that none of them can address alone, but where the problem is hardly of a
societal problem complex type. Strategic alliances and joint ventures between private firms
may be examples of this. In these instances the collaboration is typically not linked to a wider
societal problem complex, but may be motivated by profit considerations for a few firms, i.e.
in the form of such as market penetration, innovative capacity, financial strength etc. While
these firms choose collaboration as a part of their profit-maximizing strategy within a purely
competitive framework, this does not imply that organizations involved in improving on
problem complexes are doing this out of social obligations or generosity. They, too, are
involved because they think they can gain something from it. But how can we expect
individual organizations to get involved with societal problem complexes? The main point
here is that the particular problem complex is local. It has a concrete reality as well as a
general meaning, and the problem as it is perceived locally can be seen as a microcosm of a

major societal problem.
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While some international issues must be handled primarily by international collaboration,
other issues shared across nations must find their concrete resolution and development
dynamics in a more local or regional setting. One such issue is the problem complex
addressed in the three cases here, i.e. the issue of competence development in working life.
While competence is an international concern (see e.g. European Union-programs), it has a
concrete expression in local settings. It is concrete enterprises that experience the need for a
strengthened competence level. This does not exclude the fact that collaboration between

national and international institutions may very well be needed to further the issue.

What is collaboration?

With reference to both a social science encyclopaedia and a social science dictionary, Roberts
& Bradley (1991:211) claim that collaboration was introduced as a term in social science by
Emery & Trist (1972). Whether or not this is the case, the fact remains that interorganizational
collaboration as an explicit field of study has not received broad attention among social
scientists, though steadily, new scholarly contributions are published (recent examples are
Huxham 1996a, Vangen 1998, Westley & Vredenburg 1997). Still, the works by Trist is a
major point of reference in this field, followed by Gray (1989), who provided the first

comprehensive discussion of interorganizational collaboration in this tradition’?.

The topic of collaboration must, however, be seen in a wider social science context. By
involving related issues, a radically different image appears. Rather than being a small
discourse, the broader picture reveals that various phenomena related to collaboration
collectively represent a major orientation towards interorganizational issues. This is
something that has gained increasing attention during the last two decades. Networks (e.g.
Alter & Hage 1993, Ebers 1997, Nohria & Eccles 1992, Piore & Sabel 1984), strategic
alliances (Contractor & Lorange 1988), collaborative alliances (Gray & Wood 1991),

32 Other traditions have provided important contributions to related issues. For many, Axelrod’s (1984) famous
work on cooperation comes to mind when the list of seminal works are concerned. Axelrod is coming from a
game theory perspective, and focus on individuals who pursue their own self-interests. The prisoner’s dilemma is
the point of departure for Axelrod’s reasoning, and the successful tit-for-tat decision rule for playing the
prisoner’s dilemma is often associated with this work. The actual tit-for-tat strategy was not formed by Axelrod,
but suggested by one of the contestants in a computer tournament he arranged. As it may appear, what Axelrod
means by cooperation is not identical to what we here mean by collaboration, and moreover, Axelrod is not
concerned with the interorganizational dimension of cooperation. His work is therefore by necessity not
comprehensive in that respect.
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partnerships (Hutchinson 1994), clusters (Porter 1990), joint ventures (Kogut 1988),
associations (Knoke 1990), coalitions (Gustavsen 1998) and consortia are all terms that refer
to forms of interorganizational relationships, and various disciplines now approach this field
with their different perspectives. Adding to the complexity, the terminology means different
things both within and across the disciplines, and some of the terms are used interchangeably.
For instance, both a cluster, a partnership and strategic alliance may be understood as a
network, while a strategic alliance may be a partnership, a coalition may have the form of a
joint venture, and so on. Fundamental to this typology, however, is that, in one way or

another, all of these have to do with collaboration, i.e. collaboration is the core phenomenon.

So what is collaboration? No single, commonly accepted definition of collaboration exists
today. Despite efforts to arrive at shared definitions, writers tend to use the term in various
ways. In putting together two edited volumes of The Journal of Applied Behavioural Science
on collaboration, Wood & Gray (1991) reflect: “we found a welter of definitions, each having
something to offer and none being entirely satisfactory by itself” (Wood & Gray 1991:143).
Huxham makes a similar remark in putting together an edited volume about collaboration.
“There seems to be little consensus in the field about how the terms are used”, and “There is
great deal of variety - and hence confusion - in understanding of the meaning of it” (i.e. of
collaboration) (Huxham 1996b:7).*> One way to incorporate the different ways of viewing
collaboration is to provide a broad and open definition, which by necessity is neither very
informative nor precise. This may be the fruitful approach in a very diversified setting.
Another alternative is to try to extract the essence out of several definitions and form a new
and presumably better definition. The first alternative is used by Huxham, who formulates the

lowest common denominator in her sample as follows:

“Collaboration is taken to imply a very positive form of working in association with
others for some form of mutual benefit. The concern is with collaboration between
organizations.” (1996b:7).

“Collaboration between organizations» in principle covers the range from one individual in an

organization working together with one individual from another organization, to situations

BA good review of collaboration literature is provided by Vangen (1998).
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where larger parts of many organizations work together, and where the collaboration is
institutionalized to the point where individuals are interchangeable in the collaborative. It is
always individuals who collaborate, even when we talk about interorganizational
collaboration. Organizations do not act, but the people in them do. In order to distinguish on
the one hand between individuals who work together within an organization, or in the sole
capacity of being individuals outside of an organizational context, and on the other hand
collaboration across organizational boundaries, the term interorganizational collaboration is
used. In interorganizational collaboration, individuals primarily participate in the capacity of
representing their organizations, but also participate based on their competence and capacities
as individuals. The terms collaboration and interorganizational collaboration will be used

interchangeably in this thesis.

In contrast to Huxham, Wood & Gray chose the other alternative, and propose the following

definition based on contributions from several authors participating in the special issues:

“Collaboration occurs when a group of autonomous stakeholders of a problem domain
engage in an interactive process, using shared rules, norms, and structures, to act or
decide on issues related to that domain” (Wood & Gray 1991:146).

Notably, whereas Huxham’s ambition was to show the magnitude and explore the various
conceptions of collaboration, Wood & Gray’s ambition was to move towards a general theory
of collaboration. Thus, they needed to focus on a more specific version. While I do not share
that ambition, Wood & Gray’s version will serve as the definitional point of departure in this
thesis. Their definition introduces to this thesis a couple of terms that will be used throughout,

and thus require a few comments.

Firstly, we have the term “stakeholder”. A stakeholder is an actor with an interest (a stake) in
the problem complex. Stakeholders include in principle all individuals, groups or
organizations that are directly influenced by actions taken to improve the problem complex
(Gray 1989:5)**. Who to involve and how to involve the relevant stakeholders in the process

become a critical issue in collaborative efforts. Secondly, the definition introduces the concept

34 The term stakeholder is used in a similar sense by Ackoff (1974). See also Eden (1996).
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of “domain”. This will be elaborated in section 3.3.2. For now, the term “domain” can be
thought of as the set of stakeholders that become joined through a common problem or

interest (Gray 1985).

Collaboration, cooperation and coordination

In clarifying what collaboration is and is not, two closely related terms need to be commented
on, namely cooperation and coordination®. According to Gray, “they do not capture the
dynamic evolutionary character of the phenomenon” (Gray 1989:15), but often occur as part
of the process of collaborating. That is, collaborative processes may include both cooperation

and coordination, but also seek to encompass a purposeful, creative and evolving dimension.

Collaboration can be thought of as an evolving forum for addressing a problem. Typically,
collaboration progresses from ‘“underorganized systems” (Brown 1980) to more tightly
organized relationships characterized by concerted decision making among the stakeholders.
Thus, collaboration is essentially an emergent process rather than a prescribed state of

organization, as is often indicated by cooperation.

While coordination can be reduced to a matter of division of labour in the form of “I do this
and you do that”, and does not in itself imply the creation of something new, cooperation is
more closely related to collaboration. However, “sociologically speaking, cooperation is more
appropriate for denoting a single round of joint (reciprocal) purposeful interaction in the
manner of Axelrod’s (1984) tit-for-tat conception, whereas collaboration is best reserved for
the more complex social form....as a more evolved, elaborated social relationship” (Roberts &

Bradley 1991:225).

3.3 Organizing the collaborative domain

The question of how regional actors can construct collaborative relationships has an important
organizational component. As the actors come together and jointly start to construct a pattern
of collaborative interaction, these organizational actors do not only remain separate

organizational entities, but also co-create a new organizational form. The organizational form

35 The terms cooperation and coordination appears in Websters’s Encyclopedic Unabridged Dictionary of the
English Language (1983), while collaboration does not.
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created at any given point highly influences the possible outcome of collaborative efforts.
Given the importance of the formation of new entities, a conceptualisation of the

organizational field and the organizational forms created is thus warranted.

In this section I introduce the central concepts of a certain perspective on interorganizational
collaboration termed social ecology. This perspective offers a view of interorganizational
fields as domains, while the organizational entity often constructed within these domains are
termed referent organization. The introduction of these concepts makes it possible to discuss

organizational forms and development strategies at the interorganizational level.

3.4 Social ecology

The core concepts and terminology introduced in this section were developed within a
particular perspective on interorganizational collaboration termed social ecology™. The idea of
a social ecology was developed by Emery and Trist (e.g. Emery and Trist 1965, 1972, Trist
1976, 1983), and researchers are still contributing within this framework. (E.g. Babiiroglu 1988,
1992, 1996, van Beinum 1993, Chisholm 1998, Gray 1989, 1996, Hardy 1994, Inskip 1992,
Pasquero 1991, Westley & Vredenburg 1997, Wright & Morley 1989.) Notably, an edited
volume on the evolvement of social ecology has recently been published (Trist, Emery &

Murray 1997).

% A confusion of terms exists here. While Emery & Trist (1972) used social ecology as the term, Trist (1977)
later introduced the concept of organizational ecology to more clearly focus on the organizational dimension
(though the term was also briefly used by Emery & Trist 1972). This use of organizational ecology must not be
confused with population ecology introduced at the same time (e.g. Aldrich & Pfeffer 1976, Hannan & Freeman
1977), which is also called organizational ecology (Hannan & Freeman 1989, Baum 1995). Population ecology
refers to biological evolutionary theories concerned with the evolution of organizations and environmental
selection processes. The focus is on rates of organizational founding and failure and creation and death of
organizational populations as key sources of increasing and decreasing diversity (Baum 1995). A critique of the
population ecology perspective is provided by Astley (1985), who presents an alternative, but also evolutionary
based community ecology-perspective. See also Astley & Fombrun (1983) for a distinction between population
ecology and Emery & Trist (1972) social ecology, where it is clear that the latter is not using a biological
analogy. Still, Astley & Fombrun themselves (mis-) use the term social ecology in this article as a bio-ecological
analogy.

The term organizational ecology suggested by Trist in 1977 thus appears less well suited today, as the term is
frequently confused with the more well known biologically evolutionary population ecology/organizational
ecology-term. In stead, the term social ecology that Emery & Trist used in their 1972 publication is the label used
by writers in this field for the Emery-Trist conceptualisations on the interorganizational level. Social ecology is a
part of what may be referred to as the “Emery-Trist systems paradigm” (Babiiroglu 1992).
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Social ecology has also been the framework for action research programs on interorganizational
development undertaken at the Work Research Institute in Oslo since the 1970s. Examples of
this are the ship research and oil research programs®’. These social ecology inspired programs
are often given little attention in overviews of the historical development of Norwegian work life
change efforts, and social ecology may thus be regarded as more esoteric than deserved. A few

words on these programs may serve to put social ecology in to a more proper perspective.

The Ship Research Program is a well documented and much referred to example of an industry-
wide action research program carried out at the Work Research Institute over a 10-year period,
starting in the late 1960s (e.g. Johansen 1978, Roggema and Thorsrud 1975, Thorsrud 1981).
The program ran in the early years of the conceptual development of social ecology, and used
this framework in a general rather than in a specific sense. Development strategies were formed
based on the recognition of the interdependencies between actors in this particular industry,
which meant that changes of the individual ship organization had to be integrated with changes
in a larger part of the industry. Fundamental improvements of the ship organization as a
sociotechnical system (Herbst 1997/69) demanded new physical designs of the ships, new
regulations, a new multi-disciplinary education of the crew members etc., and thus involved
actors from ship, firm and industry levels, and included the educational system, seamen’s
unions, ship owners” association, shipyards and government directorates. Improving on this
whole system meant designing processes that allowed for recognition of mutual
interdependencies and learning across organizational boundaries. These are key features of
social ecology. This brief example gives a flavour of how the socio-ecological perspective with
its emphasis on interdependencies informed change strategies that eventually involved all major
parts of an industry.

A more recent example of how a socio-ecological perspective has been applied to work life

change efforts is the Norwegian Work Life Centre®® (Brundtland 1989, Hanssen-Bauer 1991,

%7 See extensive documentation of the oil research program at the WRI by for instance Qvale (1985, 1987) and
Hanssen-Bauer (1990).

38 More recently, Walton and Gaffney (1991) describe this Norwegian industry-wide program quite extensively
as an action research involvement, though only briefly touching upon the theoretical framework that governed the

change efforts.

% In Norwegian: “Senter for Bedre Arbeidsliv”, abbreviated SBA.
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Qvale 1989, 1991). The Norwegian Work Life Centre was a 5-year change program (1988-
1993) initiated and financed jointly by the Norwegian government and the main labour market
organizations. The purpose of the program was the promotion of productivity through the
application of participative methods for change in private and public enterprises. Its origin lied
in the “Brubakken” Royal Commission that reported in 1985 on the further development of
Industrial Democracy (NOU 1985). The program ran about 85 projects that involved contact
with 350 to 400 enterprises, government departments and others, and received a favourable
evaluation (Davies et al 1993). As a research-supported development program, the Norwegian
Work Life Centre was a forerunner to the research programs Enterprises Development 2000

(Gustavsen 2001) and the present Value Creation 2010.

The organization and its environment

The idea of a social ecology grew out of a recognition of the increasing complexity of many
societal problems, forming “messes” (Ackoff 1974), “metaproblems” (Trist 1983) or problem
complexes that no single organizations can improve on alone (see also 3.2.1), nor can they be
successfully handled through hierarchical and bureaucratic logics (Trist 1983). This renders
interorganizational collaboration as the viable path towards improvement of these issues. As a
practical consideration, the handling of problem complexes may stand by itself as a basis for
interorganizational collaboration. Emery & Trist integrated their understanding of the nature
of societal problems with theoretical reflections about the relationships between the
organization and its environment. They created a typology of environments, ranging from the

stable and predictable to the unstable and unpredictable.

Emery & Trist argued for the appearance of a new, fourth type of environment that they
coined “turbulent environment” in their widely quoted article “The Causal Texture of
Organizational Environments” (Emery & Trist 1965)*. Turbulence as a phenomenon has been
adopted by other writers and popularised to the extent that “turbulence” has become an
everyday and every-man term (e.g. Toffler 1970). Emery & Trist argue that the deepening

interdependencies in society, and the higher environmental connectedness is contributing to

4 A fifth environmental type was developed by Babiiroglu (1988) and termed “vortical environment”, which
refer to stalemated settings. Emery referred to a fifth environmental type as the vortex environment (Emery &
Trist 1972), but never developed the type beyond this point.
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the instability and unpredictability, where the single organization is more tightly connected to
the larger environment and thus becomes more influenced by, or vulnerable to, both intended
and unintended actions by others. In 1965 Emery & Trist argued that the larger environment in
which the individual organization is embedded, had already at that point developed towards
increasing complexity and speed of change, in relation to earlier periods. At certain points the
organizational environment reaches a level of contextual commotion and unpredictability,
where the “ground” moves as well as the organizational figures. This situation is termed
turbulence, and contributes to the occurrence of problem complexes that the individual
organization is unable to meet. Notably, turbulence is not a permanent state, but occurs in
some environments at some points in time*'. Regulating and reducing this turbulence requires
collaboration by groups of organizations in a self-regulating, non-bureaucratic manner.
According to Trist, this self-regulation within interdependence must be of a democratic nature,
and the core values in the socio-ecological perspective are those associated with participative
democracy. In the words of Inskip, “Social ecology is a democratically-based, value-driven

and learning-focused philosophy of social change” (1992: 384).

According to these socio-ecological principles, interorganizational collaboration represents the
viable alternative to organizational forms that further bureaucratic principles and extend
central power and hierarchical forms throughout a domain. “There is no overall boss in a
socio-ecological system, though there is order, which evolves from the mutual adjustment of
the parts, who are the stakeholders. Any overriding purpose which emerges from their sense
of being in the same boat would depend on their arriving at a shared understanding of the

issues.” (Trist 1983:271).

The ecological emphasis in this thinking implies raising the unit of analysis from the single
organization to the population of interdependent organizations and institutions, and realizing
that they are in fact interdependent. Recognizing the interdependence between organizations,
i.e. between an organization and its environment, is basic to social ecology. Organizations and

their environments are complementary; they determine each other. Consequently, the unit of

4 Mintzberg (1994:203-209) makes an arrogant and ridiculing critique of the idea of turbulence, but
misunderstands Emery & Trist (1965) as describing a permanent environmental condition covering all aspects of
society.

73

URN:NBN:no-3460



URN:NBN:no-3460

Collaborating for Industrial Development

change is not the organization as such, but the organization in and with its environment.
Changes in single organizations are interrelated with changes in their environments - single
organizations find themselves in tightly woven relationships with other firms, government
regulatory bodies, central training institutions, labour organizations and so forth. This means for
instance that problems associated with organization development and work redesign cannot be
tackled effectively at the level of a single enterprise, but must be dealt with at the interorgani-
zational level. This leads to addressing social change at the level between the single
organization and the society as a whole, where interorganizational collaboration becomes a

focal point.

Social ecology thus refers to the organizational field created by a number of organizations,
whose interrelations compose a system at the level of the field as a whole, and the overall field

becomes the object of inquiry (Trist 1983).

3.5 The concept of domain

Trist introduced the concept of interorganizational domains (1983)** as a term referring to the
organizational field composed by stakeholders, i.e. organizations, who are joined around some
mutual interest or issue. This concept of interorganizational domains has provided a popular
framework for many contributions in the field of collaboration (Vangen 1998), and together
with the term “stakeholder” it forms a widely shared terminology among writers in the field of

interorganizational collaboration.

The domain concept represents a shift from a focus on the single organization to the field as a
whole, as well as a shift from a transactional environment perspective, as is common in much
of the literature on business strategy and firm networks (e.g. Miles & Snow 1994), to a

contextual environment perspective.

“The term organizational domain means the opposite of what Evan (1966) means by the
term organization-set. This views an organizational field in terms of a focal
organization, whereas the term domain views the focal organization in the context of the
organizational field, which now becomes the object of inquiry.” (Trist 1985:168).
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In other words, an organization-set perspective is concerned with the relationships between a
focal organization and its transactional environment, (also referred to as task environment) i.e.
the other organizations with which it directly interacts, whereas an organizational domain
perspective takes into consideration the contextual environment of the individual organization,
i.e. organizational relations beyond the immediate transactions of the focal organization. “The
various organizations which compose the organization-set of a focal organization have
relations with other organizations, which overlap in their relations with still others and others
still again. These have only indirect relations with the focal organization. The field of these
interwoven indirect relations constitutes the contextual, as distinct from transactional,
environment.” (Trist 1976:251). The wider organizational field is interrelated in the sense that
actions and decisions made by organizations in the wider contextual environment will
influence what goes on in the transactional environment, which will influence the focal
organization itself. Development efforts at this level, it is argued, must therefore take into

consideration the contextual environment.

According to Trist, interorganizational domains are functional social systems of which the
single organization is a part, and the domains occupy a position in social space between the
society as a whole and the single organization. In this conceptualisation, domains are
cognitive as well as organizational structures, and have boundaries, direction and identity.
Domains are based on “acts of appreciation”. Appreciation is a perceptual, conceptual and
valuing process that melts together judgements of facts and judgements of value (Vickers
1965 in van Beinum 1993). The term “problem domain” thus combines an appreciation of a

problem complex with a set of stakeholder organizations related to it.

Domain construction

Within social ecology, the concept of domain is both a descriptive, analytical and change-
oriented term. It is change-oriented in the sense that a core aim is to develop or construct such
domains according to principles of social ecology. Trist suggested five aspects of what he

calls domain formation. These are:

“2 Domain is used in a similar sense as early as Emery & Trist (1965), though without the qualifications
presented in Trist (1983).
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1. Making a shared appreciation of the meta-problem

2. Acquiring an acceptable identity for the domain

3. Setting an agreed direction for a development pattern into the future
4. Overall shaping as regards boundaries, size, etc.

5. Evolving an internal structure from stakeholder accommodation (1983:274).

He goes on to identify four processes that have been found to be important in the development
of emergent domains. These are network initiatives, search conferences, design of a suitable
referent organization, and convening of the extended social field (Trist 1983). The processes
termed network initiatives and convening of the extended social field, will be discussed as part
of the process of convening in 3.6. The search conference is a very effective method for
bringing stakeholders together and forming a shared appreciation of the problem complex,
developing a mutual understanding and agreeing on a direction for development. This
particular method will not be discussed in this thesis*. The referent organization will be
discussed extensively below in 3.7. Here I shall seek to develop the idea of domain
construction further by departing from reflections on stakeholder participation and expanding

on the domain concept itself.

Introducing partial domains and sub domains

In the construction of interorganizational domains, the composition of stakeholders must be
carefully addressed (Gray 1989). This is not limited to the initial up-start, but the stakeholder
composition must be re-addressed throughout the life span of a domain. Modifications in
purpose or focus render new stakeholders as important participants, or changes in the
environment indicate the need for re-assessing the stakeholder composition. Exclusion of
critical stakeholders can seriously hamper the collaboration and have negative consequences
for the possible outcomes of the collaboration. However, domains may also in some instances
function very well without the full range of stakeholders participating (Selsky 1991, Sharfman
et al 1991).

“* A number of publications address the search conference method. Some examples are Babiiroglu (1996),
Babiiroglu et al (1996), Emery (1993), Emery & Emery (1978), Emery & Purser (1996), Weisbord (1992).
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I shall expand this point further. Not only may a partial stakeholder composition work well. I
argue that addressing partial domains may actually be the fruitful development strategy when
the issue is concerned with industrial development in a regional context. The total domain of
regional industrial development will contain so many actors and relevant issues that
addressing the whole domain in one collaborative approach will be infeasible. A partial-
domain approach becomes almost self-evident when one starts to «unpack» the population of
enterprises. We face a diverse setting where types of industry, physical location, size of
enterprises, technological level, differences in development needs and the number of
enterprises in itself call for partial approaches that are able to meet the specific conditions and

needs of particular groups or networks of enterprises.

Thus, with a regional perspective in mind, I argue it will be helpful to think in terms of sub

domains and partial domains, and establish the relationship between these terms.

Addressing a partial domain means we are dealing with a part of the larger domain, which
have roughly the same concern. Partial domain thus refers to a stakeholder set. The term sub
domain refers to the situation where a problem complex may be understood as consisting of a
set of sub-problems. Dealing with the overall problem complex may require the identification
of sub-problems and corresponding sub domains. Sub domain thus refers to the problem

complex.

As an illustration of these distinctions, a concern about the unemployment in a region may be
the overall problem complex that a number of stakeholders share, and together they may form
a domain. The problem complex of unemployment may be addressed in various ways
according to the understanding of what the remedy may be. Some would think that attracting
new enterprises to the region would be the solution, and may form a sub domain around that
effort. Others will argue the need for a long-term educational perspective, and thus form a sub
domain around the development of the regions” educational institutions. Some will have the
belief that it is merely a macro-structural and fiscal phenomenon, and those may remain
passive and not constitute an active part of the regional domain, or they may develop a
strategy for influencing national decision makers. Still others will argue that reducing
unemployment is a question of addressing industrial development, i.e. supporting the

development of the enterprises in the region. This again opens up for a range of possible
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strategies, where one is to focus on competence development of the workforces. In this way,
an overall problem domain may be constituted by, or lead to a number of sub domains, in
which the line of reasoning for instance may go from unemployment via industrial
development to the competence of the workforce, as is the situation in one of the cases in this

thesis.

As there will be a large number of enterprises and a correspondingly larger number of
employees that are the target group for improving the competence level, addressing the whole
domain will be practically impossible. An approach addressing partial domains may thus be
necessary, which is not a sub domain “under” the competence heading, but a part of it. Such
as different branches, varying competence needs, the sheer size of the competence-domain etc.
render this as the feasible approach. A partial domain construction does not by necessity imply
that important stakeholders do not participate, but may simply mean that other stakeholders
form other partial domains, each pursuing their particular version of the problem complex
without having conflicting aims. Partiality would imply that there is a larger domain of which
the partial domain is a part. Situations with one single domain where important stakeholders
are excluded would not be partial, but may rather be termed an incomplete or selective

domain®.

By opening up the domain concept in this way, we can better see regional competence
development in terms of multiple partial domains, with differing issues at different levels of
abstraction, from the overall strategic to the concrete and directly enterprise-relevant
conversations. Partial domains have the potential of handling the overall issues in ways that
secure greater relevance for the participants. The smaller settings where the actual, concrete
needs of the particular enterprises are in focus, may also be beneficial to the development of

ownership and commitment.

With the partial-domain approach, it becomes an issue how to sufficiently integrate these

partial domains in order to allow for mutual adaptation, the spreading of ideas and learning

* The term is used somewhat differently by Hardy (1994). In discussing various forms of under organized
domains, she uses the term “partial domain” referring to a situation where the values are shared, but potential
players are excluded, in the meaning of “being kept out”. Wood & Gray (1991) also talk about partiality in the
meaning of domains with less than the entire stakeholder set participating.
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across (partial) domains. Once involved in collaborative efforts, stakeholders tend to
participate in more than one domain, and overlapping participation in various partial domains
will contribute as integrative mechanisms. It is especially worth noting that public actors with
designated roles in this area seem to appear in numerous settings. In addition, several
measures are available by which partial domains can be linked. Conferences, workshops and

exchange of information are but a few examples.

The developmental focus then becomes one of developing partial domains with a view to how
these partial domains interact, overlap and jointly form a broader collaborative infrastructure
that can support the development efforts of the region’s enterprises. This infrastructural point
is further elaborated in 3.9 where I establish the first rudimentary link between regional
concepts from industrial geography, the collaborative concept of domain and the action

research tradition. First, however, the domain concept needs to be specified further.

Domains and networks

The relationship between domains and networks may need a little clarification, as they are
both regarded as important constructs in this setting. “Networks constitute the basic social form
that permits an inter-organizational domain to develop as a system of social ecology” (Trist
1983:279). In social ecology, networks are understood as non-hierarchical, voluntary,
unbounded social systems at the level between organizations. Networks may be constituted
across levels and sectors (public/private) as well as within, in order to facilitate development of
common ground and coordination of resources. Trist continues: “Networks provide channels of
communication which are fluid and rapid. They travel through the social ground rather than
between institutional figures. They cross levels and cover the range from private to public.
They bring the most unexpected people into relevant contact so that nodes and temporary

systems are formed which becomes levers of change.” (1983:280)
In other words, domain formation relies on network relationships between potential
stakeholders, and carries on the voluntary and non-hierarchical aspects of networks into a more

focused, organized setting geared to joint action. While the network is perceived as unbounded,

as stakeholders are always linked to other organizations through both strong and weak ties
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(Granovetter 1985), the domain has a specific focus and identity with a corresponding
stakeholder set, and thus is in this sense bounded. In practise, recognizing who are within or
outside of a particular domain may not be a clear-cut affair, as the perception of participation
and of the problem complex itself may vary from stakeholder to stakeholder (Vangen &
Huxham 1998). We may then picture a domain as a form of focused and, as we will come
back to later, more tightly organized network with the ambition of improving on a problem
complex through joint action. Network relationships may then exist within the domain, as
well as extending outside the domain, as one and the same stakeholder may very well
participate in various problem domains, and also have network relationships that are not

focused on a particular problem area.

By using the concept of domain and reserving the term network for the basic and in principle
unbounded social structure, instead of extending the meaning of network into all kinds of
interorganizational relationships, I am able to distinguish focused, purposeful social structures
from unfocused, potentially activated relationships. Moreover, it allows me to conceptualise a
regional field in terms of interlinked sub- and partial domains. This in turn makes it possible
to discuss inter-domain relationships, multiple referent organizations and considerations of the

nature of a regional infrastructure for change.

3.6 The convener

In order to initiate a process of domain construction, someone typically starts to formulate the
problem complex and how it applies in the concrete setting, and someone starts to bring
stakeholders together around a rudimentary understanding of the problem. These are crucial
functions in the early formation process. The two functions of voicing a problem complex and
bringing stakeholders together, may be carried out by the same or different actors, and may be
simultaneous or separate in time. In Trist’s original thinking, proactive individuals with

networking abilities initiate the domain formation process (1983, 1985).

“Networks are initiated by proactive individuals who create new role space around
themselves....In such individuals new appreciations of emerging meta-problems
originate and build up as they interact with other network members who tend to form a
selectively interdependent set. They learn the art of walking through walls. Without
carriers of this kind, it is difficult to see how the process of appreciative restructuring
can either take place fast enough or go far enough to permit emerging domains to be
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organized in time and on scale that will allow the oncoming meta-problems to be
contended with.” (Trist 1983:280).

In Gray’s conceptualisation (1989, 1996, Wood & Gray 1991), the person or organization who
bring potential stakeholders together to start the process of domain formation, is termed the
«convener» - as the primary function is to convene the -actors around an emerging
understanding of a shared problem. This may be understood as a further conceptual
development of the observations Trist made about the role of proactive individuals,
«networkers». Initiating the formation process by raising the problem issue - and later
convening relevant stakeholders, may not be done by the same person or organization.
Further, the convener may or may not be a stakeholder of the problem domain, the convening
can be undertaken by one or more stakeholders, and the role of convening may alternate
among actors/stakeholders throughout the life of collaboration. In other words, convening is
more a matter of function than of one designated actor. This should be kept in mind as we for
simplicity’s sake will refer to this actor as the convener in the following, and not continuously

repeat these modifications.

Attempts have been made to identify the convener’s role and characteristics. According to
Gray, the individual(s) or organization(s) who attempts to convene a problem domain must
have:

e convening power, that is the ability to induce stakeholders to participate,

e legitimacy among the stakeholders, who must perceive that the convener has the authority
to convene the domain,

e an unbiased, even-handed approach to the problem domain, to prevent the convener from
losing credibility in the eyes of the stakeholders,

e appreciative, envisioning, and processual skills, meaning that the convener must
«appreciate the potential value of collaborating», and must be able to «envision a purpose
to organizing the domain» and establish a collaborative process and context,

e the ability to identify all relevant stakeholders, who must have legitimacy and thus be
perceived by others to have the right and the capacity to participate in the collaboration.

(Wood & Gray 1991:150, from Gray 1989).
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The “convening power” or influence the convener has on the stakeholders of the domain may
not only be based on formal authority or control over resources attractive to the potential
stakeholders, even if this is clearly one type of authority base for such an intervention. A
convener may possess informal authority such as that based on position and influence in an
informal network, expertise and knowledge with respect to the problem domain, or credibility
among the stakeholders of the domain. In my experience, a group is sometimes formed to
achieve this level of authority in order to convene the larger domain. This may be seen as a
stepwise convening process, where visionary individuals take the initiative, and then form a
group as a basis for convening the other stakeholders. The convener may take on his role at
his own initiative and interest, or he may be invited in by the stakeholders to assist in the

process.

The convener may function as a guarantor for the process, where the parties trust the
convener, but not each other or the purpose sufficiently. The convener then, by his presence,
“guarantees” for the process in terms of fairness, usefulness or trustworthiness of the other

stakeholders.

How and by whom the initial convening is carried out, is often regarded as crucial to the
success of the collaborative effort. In chapter 2 I argued for a proactive role rather than a
reactive or passive role for public actors in creating collaborative efforts in regional settings.
This leads me to raise the following questions: If various forms of public-private collaboration
are promising constructs in furthering industrial development, does that mean that public
actors should take on a convening responsibility? If so, what are the critical aspects of such a
public convening function? The cases in the following chapters will provide material for a

further discussion of this issue in chapter 8.

As 1 shall further explore below, the initial convening of stakeholders may be followed by the
identification or construction of an organizational form designed to carry out functions on
behalf of the domain; a referent organization. Once a referent organization is identified, one of
its critical functions will be to convene the other stakeholders, though not excluding

convening initiatives from the stakeholders themselves.
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Organizing at the domain level

When organizations work together, this work is organized in one way or another, regardless of
how rudimentary, informal or changing the organizing is. We may understand organizing as a
process where people jointly give meaning to a form of interaction between them. In my view,
organizing on the interorganizational level has to do with a) how the domains are
conceptualised and formed by the various stakeholders, b) how the problem complex is
defined and redefined, and c) what kind of integrating roles and mechanisms that are
constructed to take care of the issue of shared concern. In other words, organizing concerns a)
which tasks are carried out by whom, b) the roles and relationships between the stakeholders,
c) the routines they jointly form to regulate these roles and relationships (Nelson & Winter
1982) and d) the organizational forms chosen to accommodate the prevailing routines and

ideas of what the tasks are.

Compared to most traditional organizations, organizations on the interorganizational level
tend to be more fluid, less stable and robust, and more vulnerable to changes in the
environment. It becomes even clearer than with traditional organizations how these
organizational forms exist through the continued meaning construction of the constituencies -

and how they have to be repeatedly reconstructed to exist at all.

While obviously important to the stakeholders, the core activity of the collaboration is most
often not the same as the core activity of the constituting organizations, i.e. the constituencies.
At least most of the constituencies have their main tasks and attention directed somewhere
else. The enterprises have their production as a core focus, the educational institutions may at
one level give priority to traditional, full time students, while at another the professors pursue
their individual interests. Public institutions will have their clients as their focus,
bureaucratically initiated and controlled task structures, and are more or less linked to the
political system and its shifting priorities. This creates a setting where most participants have
their joint activity as a secondary task, and thus ownership and commitment over time to the
secondary task becomes a special challenge. In these, in a sense vulnerable, settings, which are
in principle voluntary and non-hierarchical with few formal control mechanisms,
institutionalising an organizational form or a structure becomes critical for sustaining the

collaborative effort.
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This has led theorists to argue that successful collaboration demands some form of
structuring, institutionalisation or organization at the domain level in order for the process to
result in action, which may transform the problem domain in a desirable direction. As most
problem complexes are not easily resolved and thus will have to be worked at for a longer
time (otherwise they were not problem complexes), a collaborative construction will need to
maintain its existence over time. Institutionalisation or organization at the domain level
therefore works to sustain the collaboration. Also with regard to the initial investments in
terms of time, energy, attention, emotions, financial resources etc. that are required in a

collaborative process, a certain level of sustainability is desirable.

Various terms are offered for this domain level organization. Brown (1991) uses the concept
“bridging organization”, Burns (1981) and Inskip (1992) talk about a “network agent”, and
Metcalfe (1974, 1976) uses the term “network organization”. The most widely shared and
used conceptualisation made by one of the pioneers in this field is referent organization (Trist
1976), which is also the term used throughout the thesis. In the following I shall explore the
concept of referent organization, and seeks to clarify the relationship between this concept and

other similar concepts, as indicated above.

3.7 The referent organization

In 1977 Trist suggested the term referent organization for the domain level organizational
entity, and further developed the concept in his much referred to 1983 publication. The term
referent organization is developed from the concept of reference groups, and its primary tasks
are associated with regulation, not operation. According to Trist, there are several varieties of
referent organizations, and such organizations are of critical importance for domain

development,

“There are two broad classes of domains which are complementary; those which display
some kind of centring in terms of a referent organization, and those which remain
uncentered and retain a purely network character...they are not in themselves
purposeful....Once, however, a referent organization appears, purposeful action can be
undertaken in the name of the domain.” (Trist 1983:275).

To be acceptable, the referent organization must not take over the functions of the constituent

organizations, yet to be effective it must provide appropriate leadership. The way Trist
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conceptualises referent organizations is by defining three broad functions. These are
regulation, appreciation and infrastructure support. Regulation implies setting the ground
rules, determining the criteria for membership, maintaining the values from which goals and
objectives are derived, undertaking conflict resolution, and sanctioning activities. This of
course is not done by the referent organization as some form of dictum, but in close
interaction with the stakeholders according to values associated with participative democracy.
The second function is appreciation of emergent trends and issues, and the working out with
the constituent organizations the desirable future and modifying practise accordingly. The
third broad function that Trist proposes is to take care of infrastructure support by mobilizing
resources for the domain, and develop a network of external relations. A staff is necessary to
perform these functions, but the staff must be prevented from taking over too much of the
initiative, the job and the central decisions. “The importance of regulation by stakeholders can

scarcely be overemphasized” (Trist 1983:271).

How the interaction between the referent organization and the constituencies is organized thus
becomes an important matter. While in many instances there will be a separate staff that
carries out the day to day work on behalf of the domain, ways of involving the larger
stakeholder set at a regular basis must be secured. Of special importance are decisions
regarding the future of the domain, but due to ownership and commitment, participation by
stakeholders should probably not be reduced to a few events of special importance. Indeed,
the other extreme is not feasible. For practical reasons, all stakeholders in a large domain
cannot participate effectively at the same time and in all kinds of issues, which means a
representative system must be considered. Smaller domains may find it possible to frequently
involve all stakeholders directly. Ways of involving the stakeholders in a larger domain may
have many forms. For instance, a representative system may take the form of a board or
council with elected members with close contact with the referent organization, it may have
project groups composed by stakeholder representatives according to their interests, and larger
meetings, workshops or conferences may be deliberately designed to keep the essential
conversations going. All of this must of course be supported by substantial information. An
important issue, especially in a representative system, will be to prevent the domination by the

powerful stakeholders, and to minimize manipulation by special interest groups.
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Forms of referent organizations

There are several varieties of referent organizations. In one variety, one of the constituent
organizations becomes the referent organization. In another variety, a new organization is
created for this purpose by the members of the domain. Further, referent organizations may be
created by mandate, i.e. set up by for instance the Government with a mandate to play a
certain role in a particular domain, or they may be voluntary, i.e. created or appointed by the
voluntary stakeholders of the domain. The referent organization may be an established entity
in society (e.g. the labour union and the employers confederation) or emerge as its role and
form develops, and there may be one or more referent organizations in any particular domain.
Combinations of these traits create a variety of referent organizations, some of which may
serve to conserve rather than innovate, they may be bureaucratic<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>