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Why do companies withdraw from

cooperative processes
Contributions to the management of inter-organizational
networks

LEANDER KLEIN & BRENO PEREIRA

ABSTRACT: CEOs use cooperation networks among companies as strategies to perform
in the market. However, it is argued that studies on this kind of cooperation, from both
a theoretical and an empirical point of view, have overemphasized the reasons and ben-
efits of cooperative strategies, and under emphasized the factors that lead some compa-
nies to withdraw from horizontal networks. Thus, the objective of this work is to develop
a conceptual framework for analyzing the factors that lead companies to withdraw
Jrom their collaborative arrangements. The conceptual framework proposed lists three
stages during the formation and development of the networks: 1) background for collab-
oration; 2) collaborative processes, and 3) perceived outcomes of the collaboration. In
simplified terms, it can be said that different aspects are related to the output of compa-
ny networks, and the evolution of the network depends on its capacity to overcome the
stages of development.
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TITLE: Por que as empresas se retiram dos processos cooperativos: con-
tributos para a gestao das redes interorganizacionais

RESUMO: Os gestores de empresas usam redes de cooperagiio entre empresas como estra-
tégia para atuar no mercado. No entanto, argumenta-se que os estudos sobre este tipo de
cooperagdio, tanto tedricos quanto empiricos, tém enfatizado demais as razoes e os bene-
[icios dessas estratégias de cooperagio, e focado pouco nos fatores que levam algumas
empresas a retirarem-se de redes horizontais. Assim, o objetivo deste trabalho é desen-
volver um quadro conceitual para analisar os fatores que levam as empresas a sair das
redes de colaboracdo. O esquema conceitual proposto lista trés estigios da formagio e
desenvolvimento das redes: 1) antecedentes para colaboragio; 2) os processos de colabo-
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ragdo, e 3) os resultados percebidos da colaboragio. Em termos simplificados, pode-se
dizer que diferentes aspectos estio relacionados a saida de empresas das redes, e que a
evolugdo da rede depende da sua prépria capacidade para superar os estigios de desen-
volvimento.

Palavras-chave: Cooperacdo, Relacdes entre Empresas, Término de Redes, Redes Interorganizacionais

JEL: M1; M10

INTRODUCTION

The development of inter-organizational networks is a form of strategic market
activity involving the compatibility of skills, diversification of information, learning
and innovation (Lin et al., 2009). As such, they can reduce the environmental uncer-
tainty of their partner organization, help meet each company’s resource needs and be
an alternative source of competitive advantage (Corsten et al., 2011). Thus, the com-
panies cooperate with each other in order to acquire benefits that will help them face
the demands arising from their fields of activity. According to Pereira and Pedrozo
(2004, p 70), “the formation of cooperatives between two or more organizations cons-
titutes a strategic decision to share risks, share resources, access new markets, achieve
economies of scale, obtain synergies, and finally to ensure competitive advantage”.

Given this framework of potential gain, it is believed to be unlikely that a company
would leave a network. However, in some cases, this is exactly what happens. For
Wegner (2011, p.19) the benefits cited above, “conceal the fact that the cooperation
demands support in its creation, coordination and maintenance.” This type of pro-
ject requires costs to cooperate, and its management incurs problems, conflicts and
difficulties that impede many business cooperation initiatives from fully reaching
their goals (Pereira et al., 2010).

For Scherer (2007), in fact these challenges translate into the limitations of both
the network and the individual firm’s limitations, which are as much due to internal
as they are external factors. The network’s internal limitations are determined by the
availability of resources (physical, human, organizational and financial) as well as the
ability to coordinate these resources when used in the network. The external limita-
tions are expressed by institutional factors governed by “the rules of the game” in the
network’s operational environment.

One study that found a relationship between networks being opened and closed is
that of Toigo and Alba (2010). They found that in the regions of operation of the
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cooperation network program in the state of Rio Grande do Sul, only 26 out the 41
networks created since 2000 in the area surveyed remained active. Therefore, 37% of
the networks established were closed. Among the reasons for theses companies’ net-
work failure, we highlight factors such as problems in the transfer of knowledge
between agents (Yayavaram and Ahuja, 2008), lack of confidence and learning
(Parast and Digman, 2008), commitment (Castro et al., 2011), asymmetric infor-
mation (Venturini, 2008), costs of cooperation (Adler and Kwon, 2002) and lack of
value creation (Ahola, 2009).

It has been observed that many networks are not able to consolidate their struc-
tures with their management models. Negative processes and factors may come up
in these relationships that mean it is no longer worth participating in the network
(Pesimaa et al., 2007). Thus, if networks actually provide benefits and competi-
tiveness, why do some companies deviate from them? What are the reasons for this
withdrawal? Why do they leave? Finding the answer to these questions is precisely
the challenge that inspires this study as we attempt to shed new light on the
research found on this topic. The objective of this work is to develop a conceptual
theoretical framework of the problems and difficulties that can arise within inter-
organizational relationships. Theories and specific studies were used as the basis to
illustrate this conceptual framework in an attempt to explain “why companies leave
their networks?”

The study of the subject is justified by an attempt to consolidate a body of work
based on the theory of the phenomenon, since in view of Lima (2007) and Cropper
et al. (2008), the study of inter-organizational networks has focused on analyzing
the success of the relationships between companies, with little concern given to
understanding the reasons that lead to the failure of these ventures. In addition,
diagnosing the reasons why a company might leave its network could contribute to
the networks’ stages of formation and development, buffering problems, conflicts
and difficulties that arise during this process and in the management of the net-
works.

THEORETICAL PERSPECTIVES ON THE LIMITATIONS
OF INTER-ORGANIZATIONAL NETWORK PERFORMANCE

The studies by Sadowski and Duysters (2008) tried to shed light on some spe-
cific causes of partnership failures between companies. They examined the ter-
mination of strategic technology networks using three levels of instability:
unexpected external contingencies, inter-firm rivalry, and coordination prob-
lems (complexities of network management). Moreover, they characterize the
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external contingencies as alignment problems with the conditions of the sur-
rounding area, such as changes within the technological or commercial environ-
ment.

With regard the rivalry between companies, Sadowski and Duysters (2008) related
the success (or failure) of a partnership to the collective alignment process. They give
the example of the efficiency of dynamic strategies with the balancing of interests and
priorities within the network. Since the partner companies remain independent in
inter-organizational networks (in contrast to the mergers and acquisitions), the bal-
ance of the interests and background of the partner companies involved becomes cen-
tral, and is connected to a greater or lesser complexity of network management

(Sadowski and Duysters, 2008).

The abovementioned authors point out that as companies engaged in a strategic
alliance differ in market positioning, organizational structure or management style
requires them to make a more balanced and continuous contribution to the network.
This contribution must be rooted in corporate strategy and requires commitment,
financial strength and confidence. Unequal contributions increase the chances of an
unexpected termination of a partnership.

For the purposes of the study, Sadowski and Duysters (2008) collected primary
data from MERIT-Cooperative Agreements and Technology Indicators. Using a
sample of 48 strategic alliances from different high tech industries, they found
through interviews that managers had different perceptions on the subject. The
results indicated that the following were among the main reasons and problems
faced by company strategic alliances leading to failure: 1) the difficulties of gener-
ating expected technological results (when dealing with technological networks); 2)
low generation of business results; 3) problems related to communication within
the alliance; 4) complexity of managing the alliance; and 5) high maintenance
costs.

Chao (2011) confirmed in his studies that a network’s principal company can
influence that network when making a decision, and thus cause developmental
problems or even result in the network’s termination. For him, the collabora-
tion of companies in strategic networks can be seen as a series of decision-making
processes involving the interaction between the actors (business partners) of
the network. He argues that in the decision-making process, biases can arise
out of the uncertainty caused by ambiguous intentions or unpredictable
behaviors of the network partners. Figure 1 shows the model proposed by Chao
(2011).
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FIGURE 1
Theoretical model of decision-making biases
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In the various phases of the network’s lifecycle, misperceptions may foster decision-
-making biases which in turn, can cause dysfunctional behaviors which negatively
affect the performance of the partnership (Chao, 2011). This dysfunctional behavior
would then lead the network actors to make greater concessions, lose assimilated
learning, adopt standards of inferior quality, and facilitate the opportunistic behavior
of the partnering company. These are the biases (trends) that can occur in the deci-
sion-making of companies in the network, when an excess of trust is put into one
partnering company and when companies interact with uncertainty when they work
together.

In this process, the author states that biases in decision-making can be reduced if
the network can make a partner’s behavior more predictable by using different
devices such as contracts. In «Transaction costs economics», Williamson (1985)
argues that behavioral uncertainty can be reduced by the implementation of safe-
guards to mitigate the opportunistic behavior of a partner.

On the other hand, Corsten et al. (2011) conducted a study aiming to advance the
understanding of the role of inter-organizational relations in the operations of net-
worked companies. The study hypothesizes that the companies’ identification prior
to the formation process of the relationship, along with trust (directly) increase
investments in specific assets and foster the exchange of mutual information and
knowledge sharing. These factors in turn, increase operational performance, cost per-
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formance and innovation, reduce network volatility and the possibility of failure.
Figure 2 shows their proposed conceptual model.

FIGURE 2
Conceptual framework on operational performance
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Corsten et al. (2011) more specifically state that the organizations’ previous iden-
tification is related to the processes and events which they use to establish links to
organizations, as a way of strengthening relationships in a supply chain. This process
can be mediated by two important theoretical relationship factors. First, starting
from the conceptualization of transaction costs, Corsten et al. (2011) suggest that the
companies’ identification is directly linked to the specific investments made, which
in turn improves operational performance. Second, this process fosters information
exchange, which is an important precursor to operational success. In both cases, the
effect may be due to an increased level of confidence (Irland and Webb, 2007).

At the operational level, Corsten et al. (2011) evaluated three issues: (1) innova-
tion, i.e. the development and commercialization of new products and services, or
processes and methods; (2) cost performance, i.e. achieving the lowest cost; and (3)
operational disturbances such as volatility and failures. Through a survey of 346 cases
of supplier-buyer relationships in the automotive industry, they indicate that the spe-
cific investments and exchange of information play different but complementary
roles in influencing operational performance, in addition to minimizing the volatility
and the chance of failure of the relationship created.
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The objective of Pesimaa’s studies (2007) was to determine the development of
relationships in inter-organizational networks. First, he lists the advantages of an
inter-organizational network, such as: legitimacy, ability to share costs and risks, and
enhance and share resources and skills. Pesimaa also lists some disadvantages of this
strategy, such as: commitments and costs required for membership; the risk of invest-
ing in a relationship which may not give the expected return; and decreased flexibil-
ity of companies.

In developing his framework, Pesimaa considers some points of which those
responsible for network management should be aware. These led to the development
of the “diamond of inter-organizational networks” (Pesimaa, 2007). Figure 3 shows
his proposed study design (diamond).

FIGURE 3
Conceptual framework for the diamond ring
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Pesimaa (2007) discusses the key points for the development of inter-organiza-
tional networks and describes stages of development, placing the following ideas:
1) the basic premise is that networks take “time” to develop, and thus the long term
orientation is considered an important prerequisite for inter-organizational rela-
tionships; 2) the cooperative process involves motives for entering inter-organiza-

127



@ LEANDER KLEIN & BRENO PEREIRA

tional networks, which are defined before the interaction occurs and influence the
success of the network; 3) after considering the reasons for entering, the partners
are carefully selected. This would be the next phase of developing relationships
between companies; 4) after selecting partners, the companies begin a stage that
goes beyond friendship to a relationship involving commitment, trust and reci-
procity; and 5) the final phase is stability and maturity. This phase of relationship
development includes three important mechanisms: the commitment, which
reflects the company’s intentions and promises; cooperative strategies, which are
reflected by shared goals and decisions; and third, loyalty, protecting the relation-
ship.

The studies cited here show aspects and key factors that are relevant to the for-
mation process and development of inter-organizational networks. It is also pos-
sible to see some variables that can lead to difficulties and problems in networks
and even cause companies to remove themselves from those networks. The
framework of Chen (2010) includes some of these factors, dividing them into
three distinct stages: (1) the history of the enterprises’ collaboration; (2) the col-
laborative process; and (3) the perceived effectiveness of the collaboration. He
justifies the choice of these three stages by pointing out that much of the exist-
ing literature focuses only on one of these three stages of collaborative relation-

ships.

PROPOSED CONCEPTUAL FRAMEWORK: SUCCESS/FAILURE
OF NETWORK ORGANIZATIONS

Based on theories and models discussed previously in the literature, a conceptual
scheme of the study was proposed, outlining key study factors in each phase (stage)
of the establishment of cooperation networks between companies. The proposed
model is outlined in Figure 4 (see p. 129).

Through the integration of different theoretical perspectives, we identified factors
and conditions that must be observed when driving an organization to form a part-
nership through inter-organizational networks. The expectations (the possibility of
future benefits) surrounding inter-organizational networks are not considered here.
We consider the factors to be analyzed by organizations for partnership formations
that can cause problems if not given due attention. Oliver (1990) states that the fac-
tors and reasons for the formation of the relationship involve the causes and contin-
gencies that induce the formation of inter-organizational settings, and not the future
expectations generated. In the following sub items, the proposed model is explained
in greater depth and deepens it more as the text evolves.
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FIGURE 4
Conceptual scheme for the understanding of the success/failure
of the network organizations
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Background for collaboration

The decision of a company manager to partner with a particular organization can
be influenced by the difficulty of finding partners, known as “supply-side imperfec-
tion” by Van Slyke (2007). The different strategic orientations of the partners can be
a problem for network management, as it means dealing with distinct perspectives
for each partner company. Graddy and Chen (2006) found that even if the organi-
zations were willing to comply with the funding requirements for forming a network,
they were limited by their potential ability. Hitt et al. (2000) and Tsang (2002) sug-
gest that the selection of partners is an important factor in determining the success
of the alliance because of the need for the alignment of specific resources and their
continuous exchange.
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Douma et al. (2001) consider that the difficulty is to adjust business strategies,
linking issues such as complementary balance of information, mutual benefit and
harmony among member companies. On some occasions, an organization is selected
as a partner simply because there are few companies with alternative and similar ser-
vices for the formation of a given network. According to Chen (2010), partnerships
that are formed solely on the availability of partners are usually not successful in their
ventures.

With reference to social ties, Gulati (1995) argues that an organization’s ability to
join an alliance is limited by their social network. A complex set of relationships
between members of a social system of different size, resources and skills brings about
the possibility of forming a relationship. Work by Burt (1992) sought to specify how
different positions within a network of relationships affect the actors opportunities.
For example, an actor’s position within the network, represented by the number of
inter-relationships with other actors, could reinforce the power relations of the net-
work’s marginal players (Balestrin et al., 2010). Thus, the behavior of economic
agents is constrained by social structures that are built over time (Granovetter, 1994),
and can determine the failure of the arrangement’s organization.

Chen (2010) states in his studies that partnership between companies is driven by
organizational motivations, which convey legitimacy to the other partners and stake-
holders. Partnerships, alliances or business networks are seen as desirable, and are
often encouraged and requested by the owners and financiers of companies (Provan
et al., 2008; Bryson et al., 2006). Institutional Theory describes the conformist or
isomorphic behavior of companies as a way of obtaining legitimacy in from of their
key stakeholders. This theory suggests that strategic alliances may stem from an orga-
nization’s desire to improve its reputation, image, prestige, or congruence with pre-
vailing norms in its institutional environment (Dimaggio and Powell, 1983).

The theory of resource dependency focuses on increasing critical organizational
resources or reducing the need for resources through strategic alliances (Gronbjerg,
1993). The inter-organizational network can provide access to a logo, co-branding,
names and other basics that give companies legitimacy (Haahti and Yavas, 2004), and
this can generate economic returns. Pesimaa (2007) also argues that a company can
gain legitimacy from the involvement in inter-organizational relationships. The legit-
imacy summarizes the company’s recognized activities, by their main stakeholders
(Lawrence et al., 1997). Yet the inability of the network to ensure its legitimacy
among stakeholders can be a determining factor in the failure of the business. Pereira
(2005) believes that there are network partners who seek something more than the
economic returns of their business. Their intrinsic goal is to maximize their social
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gain and entrepreneurial legitimacy. For this reason, they insist on being network
board members, which will guarantee them better social visibility. They go from
being simple businessmen, business owners, to being agents of transformation for
dozens of business. Their dynamic and conciliatory characters ensure the sustainability
of the network, but not its evolution.

Collaborative processes

In a collaborative relationship, there is a set of processes and activities related to
network development that help guide the flow of information, manage the depth and
breadth of interactions, and improve the complex and dynamic exchanges between
the partners. This process develops collaborative factors that include the managerial
aspects and governance issues in an inter-organizational relationship. In addition, it
identifies key points that reflect how committed the parties/partners in the relation-
ship are to: sharing complementary resources, the promotion of inter-organizational
trust, the ability to change policies, the procedures of partner companies and the
costs of maintaining themselves within the network.

The governance and management of networks are aspects that relate to network
development, the achievement of proposed objectives, and refer to a set of rules,
restrictions, incentives and mechanisms implemented to coordinate the participants
of an organization (Wegner and Padula, 2010). What differentiates the management
of business networks from corporate governance is that the actors are companies, and
not individuals. In a cooperative network, the management is the result of a negoti-
ation process between the respective company leaders participating in the agreement
(Wegner and Padula, 2010). These companies agree to lose their freedom to a certain
extent, and allow the network management to coordinate specific aspects of their
business under the system of rules created by the group (Albers, 2005).

By definition, inter-organizational cooperation involves the interaction of two or
more partner organizations in the joint provision of services and/or supply of a product,
or another common goal that they want to achieve. These companies bring with
them their own culture and management practices which differentiate them from
other partners. Thus, it is through cooperation that these differences become dor-
mant and need to be adjusted in order for the network to succeed (Wegner et al.,
2008). The difficulty inherent in this process is that the cooperation demands major
coordination efforts, generating managerial complexity and uncertainty (Park and
Ungson, 2001). The question asked here is: how did the network management lose
some of its members? What was the process of network decision-making that
prompted the departure of some members? Did the way the network was managed
influence the withdrawal of some members, or even its failure?
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Enterprise networks need to specify roles and responsibilities and define and coor-
dinate the daily operational tasks for each partner, in order to effectively manage the
operations and the agreed objectives (Chen, 2010). These administrative aspects are
seen as key to achieving effective collaboration (Bardach, 1998; Cropper, 1996).

Another issue when dealing with networks is that organizations enter into partner-
ships where partners can contribute resources or capabilities that are not held by
another organization (Pfeffer and Salancik, 1978; Dyer and Singh, 1998), creating
new benefits for the individual organization. However, some actors, which here we
call entrepreneurs, start to see new opportunities for their business development out-
side of the networks. Thus, they look for strategic alternatives to leaving the net-
works, i.e., minimizing their costs, while maintaining the benefits of belonging to a
network. These companies realize that they will only continue to grow in a lasting
and sustainable way outside of the networks, given the limiting characteristic of net-
work performance. The companies then break with the networks, increasing the risks
associated with their business as they no longer have the network’s protection, and
enter the market alone competing with both other networks and also their former
partner network.

To minimize the opportunistic agent of business, Fryxell et al. (2002), Koza and
Lewin (2000) emphasize that the agents’ trust and commitment is required to estab-
lish trade in cooperative networks and the success of this type of strategy. These fac-
tors are important as they will bring a closer relationship between the parties; facili-
tate the exchange of the total resources; and influence reciprocity, frequency and
intensity of interactions among network actors (Hansen, 1999; Tiwana, 2008). Trust
creates a context of social cooperation conducive to sharing information and learning
(Dyer and Chu, 2003; Muthusamy and Whyte, 2005). Verschoor and Balestrin’s
(2008) argue that trust brings the agents together and the resulting relationship ends
up extrapolating the economic plan.

The difficulties are compounded in networks where actors™ trust and commit-
ment are weak or nonexistent. For Bachmann et al. (2001) and Uzzi (1996), with-
out a minimum of trust and commitment it is almost impossible to establish and
maintain successful inter-organizational relationships for a long period of time.
Larson et al. (1998) state that lack of trust can be a barrier to the development of
knowledge and effectiveness of inter-organizational learning. Sadowski and
Duytsers (2008) argue that the failure of the network originates from a poorly
managed partnership, where there is no trust between the partners involved. The
lack of these factors may be related to other problems such as asymmetric infor-
mation and opportunism.

132



WHY DO COMPANIES WITHDRAW FROM COOPERATIVE PROCESSES... §

Williamson (1975) states that asymmetric information between actors involved in
the process proved harmful to the companies’ performance, and even generated a cost
for them. This variable refers to the appropriation of profits by a company holding
specific information associated with a particular transaction (Fian, 2002). For
Venturini (2008), this privileged information could be either exogenous and associ-
ated to relationships with agents outside the network, or endogenous, arising from
exchanges between the participants. The supposition of opportunism in a situation
where there is asymmetric information can increase costs or decrease the benefits of
the other party, who is unable to monitor or control the actions of an opportunistic
agent (Byrns and Stone, 19906).

Opportunistic behavior exists when one actor acts strategically, seeking to realize
their own interests over the interests of other actors and in disobedience of the rules
(Williamson, 1985). Thus, as soon as the network companies no longer receive sim-
ilar information and begin to see opportunistic behavior, complexity and uncertain-
ty increases in the commercial situation (Lima, 2007), and the firms begin designing
“safeguards” to avoid being made victims (Williamson, 1985).

From this perspective, we address the issue of costs for companies to remain in
the network (Adler and Kwon, 2002). From the standpoint of Jarillo (1998), the
basic assumption is that a network of companies will continue to exist if the gains
from cooperation exceed the profits that can be obtained outside the network. If
this does not occur, companies seck options outside the network to maintain the
same standard at a lower cost. For Park and Ugson (2001, p. 47) “a network is
able to maintain its structure and remain an efficient mechanism for inter-firm
transactions, while the economic benefits of the partners outweigh the potential
costs of managing the alliance”. Sadowski and Duysters (2008) and Pesimaa
(2007) consider this to be a problem or disadvantage of inter-organizational net-
works.

Finally, there is the question raised by Olson (1971) in the The Logic of the Col-
lective Action: Public Goods and the Theory of Groups, which deals with asym-
metric investments generated by the strong appeal of self-interested individuals. The
author states that “the reason to belong to a particular group is revealed by the chance
or possibility of getting something through that membership” (Olson, 1999, p.18).
This concept is the result of individuals having different reasons to achieve a com-
mon goal (Olson, 1999). In other words, an individual in a group can associate a
higher value to some collective goods, and he will be willing to invest more in order
to obtain it. However, “not all individuals in the group give the same value to the
goods, despite having an interest in consuming it. These individuals have incentives
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not to contribute, since the group will do it anyway. They are free riders” (Pereira,

2005, p. 36).

Perceived results of the collaboration

This part of the work addresses four dimensions of perceived effectiveness: (1)
Achievement of the goals and objectives; (2) Inter-organizational Learning; (3)
Reduction of the autonomy of the partner companies; and (4) Innovation and value
creation. The first dimension is the network’s guiding task and corresponds to the
primary purpose of funding efforts by business partners in inter-organizational rela-
tionships. The second dimension is more related to capacity building and improve-
ments of the network companies. The third refers to the interdependence of the
companies, and the last to the allocation and generation of new knowledge and

skills.

The purposive-rational model of organizational effectiveness assumes that organi-
zations are designed to achieve certain goals (Etzioni, 1964). Successful collaboration
requires an alignment or compatibility of objectives, and the scope thereof.
Companies come together for common goals that are mainly focused on access to
learning and innovation; reduction of costs and risks; the increasing of scale and mar-
ket power; the deepening of social relations; and of services, products and infrastruc-
ture provided by the network (Verschoore and Balestrin, 2008).

In Wegner and Padula’s (2010, p. 74) view, the “continuity of cooperation is based
upon the ability to achieve the proposed goals and make members more competi-
tive.” More specifically, for Pereira and Pedrozo (2004) and Pereira et al. (2010), it is
inherent in studies on the management of networks that conflicts are created when
organizational goals are not achieved by an alliance member. The emergence of con-
flicts can occur if one or more of the objectives outlined are not met, leading to dis-
satisfaction and misunderstanding between the partner companies, and encouraging
companies to leave the network.

The second result of collaboration highlights inter-organizational learning. A per-
spective related to learning emphasizes that alliances emerge as an organization’s
strategic response to environmental changes that require improvement in skills,
knowledge and technological capability (Kogut, 1988). Pardini et al. (2006) believe
that inter-organizational learning is not promoted in isolation. This type of learning
is the result of the confrontation and union of the knowledge available through the
experiences of the organization. Learning is relevant because substantive innovation
requires that students learn and communicate with each other in a way that allows
for transformation (Handley et al., 2006).
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In Estivalete’s (2007) studies, the author identified several factors (barriers) that
may hinder the learning process in organizations that operate in the network; these
include the following: asymmetries of power; individualistic vision, lack of clarity and
transparency, conflicts between companies, geographic location of the business, inef-
fective communication process, and lack of cooperation and collective spirit.

This perspective addresses the network’s difficulty in generating new benefits and
innovations for its members (Pereira, 2005 and Ahola, 2009). Innovation can be
defined as the introduction of new elements into production, provision of a service,
operations of an organization — raw materials, labor, equipment and mechanisms
used — in order to reduce costs and/or increase the quality of the product
(Damanpour, 1991; Reichstein and Salter, 2006).

Just as the activities of processes management extend in an organization increasingly
over time, network links and action routines reduce technological, social and eco-
nomic uncertainties by way of the innovation process (Pyka and Kiippers, 2002). For
Westerlund and Rajala (2010), there is a direct and positive relationship between
innovation and the process of collaboration in networked enterprises. In the opinion
of Pereira et al. (2010), although the horizontal networks are formed for other reasons
in many cases, innovation becomes the driver of the sustainability of these enterprises.
These authors also explain that new knowledge will created by the action of all actors
involved in the network environment, and not by their strategic commitment.

Another difficulty that many inter-organizational networks face is the reduction of
partner companies’ autonomy (Chen, 2010). In a collaborative alliance, the partners
deal with the tensions over organizational autonomy and the power differential in the
relationship (Bryson et al., 2006). In an effective partnership, Cummings (1984)
points out that members of the network need to spend time “day to day” controlling
their activities, in order to be able to focus on the activities of the collaboration.

From Chen’s (2010) perspective, reducing the organizational independence of the
companies participating in the network leads them to spend less time, resources and
efforts on the continuation of the relationship, undermining the stability and conti-
nuity of the network. However, the reduction of organizational autonomy as a nega-
tive result of collaboration is likely to be seen as a threat to the network’s survival.

DISCUSSION AND FINAL THOUGHTS

Inter-organizational relationships can refer to either the actor or the context. When
viewed as an actor, a network is an entity that can be analyzed independently. On the
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other hand, a network is made up of smaller entities such as organizations, and can
be seen as a surrounding environment, in other words, passive in the context (Alves
et al., 2010). Sydow (2006) points out that compared with individual organizations,
the network management organizations imply significant changes being made in the
functions and roles of traditional management. Managers cannot worry only about
developing and implementing strategies at the individual firm or business area level.
This task is accompanied by the need to formulate and implement collective strate-
gies that meet the interests of participants.

The challenge of managing inter-organizational relationships is associated with
obtaining information about required skills, needs, reliability and other attributes of
potential partners. More specifically, to understand how to select partners, how to
divide and develop new knowledge, how to increase the level of interaction between
partners, and how companies included in the networks sharing their expertise can
assist in achieving higher levels of competitiveness and minimizing dislocations and
conflicts among members, and their possible departure.

There are many dimensions to interactions provided by collaborative work
between businesses; these, include the decision of the administration, combined
resources, exchange of information and expertise, as presented in the proposed ana-
lytical scheme. The actors establish contacts that lead to the development of their
capital stock, creating information flows and the combination of market knowledge,
strategy, competitors, technologies and processes that can be used for the benefit of
the companies involved and enhance performance. However, the governing struc-
tures of networks face the difficulties of possible dysfunctions arising from decisions
and ways of managing networks, and how these could be avoided, or at least eased.
The key questions are: To what extent does a company consider it an advantage to
be part of a network? Given the investment (in terms of resources: financial, person-
nel and time) how long does it remain in the relationship?

This study analyzed different factors and aspects that should be observed in the
designing and implementing of inter-organizational networks, the impacts on the
perceived results of collaboration, and the relationship with companies that leave the
network. Specifically, the objective of this study was to examine the theories related
to corporate networks to find the reasons why companies leave networks, and inte-
grate it in a synthetic and didactic vision.

Most work on inter-organizational collaboration requires a systematic of various

aspects and factors related to this strategy. This study hypothesized on how the neg-
ative effects of the requirements and aspects of network effectiveness may lead com-
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panies to exit the networks as well as the possible failure of those networks. We there-
fore attempt to form a line of thought that sheds light on the inter-organizational
relationships and the problems related to them.

An understanding of relational dynamics between background, processes and out-
comes of collaborative relationships can help organizations take proactive steps to
deal with potential problems and conflicts in the formation and development of
inter-organizational networks. The aim of this work is also to contribute to the devel-
opment of a theoretical foundation of the phenomenon, because as Chen (2010)
stated, little academic attention has been devoted to the understanding of factors that
improve the functioning of inter-organizational partnerships despite their increase.
Moreover, can be observed the interdisciplinary theories, systematizing the applica-
bility of a consolidated theory in the field of inter-organizational networks.

This opens up a range of new possibilities for research in hitherto unexplored fields
of administration, specifically in the management of networks. This opened up a
number of issues that have not yet been addressed in previous studies: a) which fac-
tors in the analytical framework most influenced the business partners discontent
and possible departure from the network?; b) how do the background and collabora-
tive processes influence and determine the perceived results of the network?; ¢) what
determines the greatest network performance?, d) are the theoretical approaches used
in this study sufficient to explain the phenomenon? Future theoretical and empirical
studies should be conducted to answer these questions and increase understanding
and also to refute or corroborate the relationships shown.
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