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Abstract

This paper aims to explore the nature, the role and the main features of business plan-
ning and management accounting processes in strategic networks, with particular ref-
erence to alliances formalized through the network “agreement” recently defined by
the Italian government with law n. 122/2010. Despite the theoretical importance of the
issues above mentioned, there has been little empirical research specifically related to
these topics. In addition no theoretical and empirical research is still available to
evaluate the managerial and accounting implications of the new legal framework es-
tablished by the Italian government. After having defined the theoretical and institu-
tional framework, this study performs a comparative case study on fifty network
“agreements” formalized under the new law, with the purpose of exploring the theo-
retical and practical implications of an emerging phenomenon in its preliminary stage.

Keywords: strategic networks, business planning, management accounting, net-
work “agreement” (law n. 122/2010)

1. Introduction

In the information age, firms are increasingly organizing their activities
through networks (Castells, 2000). The Business environment is seen more
like a “rain forest” than a “jungle” (Hakansson et al., 2009) so that new
paradigms are emerging in management (Bastia, 1984; Jarrillo, 1988; Lai,
1991, Mancini, 1999; Garzella, 2000; Antonelli, 2001) and accounting lit-
erature (Otley et. al, 1995; Hopwood, 1996; Tomkins, 2001).
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In many countries several institutions have encouraged the implementa-
tion of strategic alliances to stimulate the national and regional develop-
ment (Etzkovitz, 2008; Johanson et al., 2010). The last initiative of the Ital-
ian government is based on the definition of a new legal framework (article
42 of law n. 122/2010) to formalize the implementation of cooperation
strategy: the enterprises’ network “agreement” (Cafaggi, 2009), hereafter
the “agreement”. This is a contract which allows companies and entrepre-
neurs to cooperate in the fields of their activities in order to increase their
innovation capacity and competitiveness.

The concept of network emerging from this framework could be inter-
preted as consistent with the management literature focusing on “strategic
network” (Jarillo, 1988; Gulati, 2007), considered as an intentional, long-
term alliance enabling different companies to acquire or defend the com-
petitive advantage against competitors outside the network.

Despite the importance of collaborative strategic networks and their busi-
ness planning and accounting processes, there has been little empirical re-
search specifically related to these topics. These studies are often focused on
a single case-study (Caglio et al., 2008), hence denying the possibility to
compare the different managerial behaviors applied to implement collabora-
tive strategies. In addition theoretical and empirical researches are not yet
available to evaluate the managerial and accounting implications on the new
legal framework established by the Italian government with law n. 122/2010.

The purpose of this study is to gain access to and insight from real cases
of networks formalized according to the mentioned “agreements”. This will
help us understand some critical aspects related to the network strategic
planning and management accounting on an empirical basis. In particular,
the following two research questions were used to guide this investigation.

Research Question 1: What is the strategic context and the business
planning framework in enterprises’ networks formalized through the
“agreement” defined by law n.122/2010?

Research Question 2: What kind of management accounting techniques
and procedures are identified on the “agreement” to support the collabora-
tive strategy and operations and what is the role assigned to them?

In order to examine the selected issues on an empirical basis, after draw-
ing a theoretical and institutional framework, the study adopts a compara-
tive case-study design, performing a qualitative content analysis of the first
fifty “agreements” signed up until June 2011. As the study focuses on
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emerging issues related to a very recent legislative framework, the nature of
the research is exploratory and the main purpose is to understand a phe-
nomenon in its preliminary stage.

The aim of the paper is therefore to break ground and set the stage for fu-
ture research in the area of planning and management accounting for strate-
gic networks, with particular reference to strategic alliances formalized under
the framework of law n. 122/2010. The study is also meant to better inform
network managers, practitioners and policy makers about the “state of the
art” of the implemented “agreements” after a little more then one year from
the introduction of the law 122/2010. The intent is to encourage a dialogue
and possible partnership between university, government, business networks
and practitioners in order to provide assistance for the improvement of the
legal framework and the implementation of strategic networks.

2. Investigating and supporting strategic networks: new paradigms
and evolving istitutional framework

The subject of the strategic analysis and management accounting of
networks has come to the attention of academics and practitioners for the
last decades (Bastia, 1984; Jarrillo, 1988; Lai, 1991; Otley, 1995; Hop-
wood, 1996; Mancini, 1999; Garzella, 2000; Antonelli, 2001; Tomkins,
2001; Ricciardi, 2003; Hakansson et al., 2009) in a broader framework of
theoretical developments.

The emergence of the global knowledge economy (Mokyr, 2002; Vitro,
2005; Huggins, 2008) is creating innovative systems and models of work,
having a deep impact on business environment and organizational interde-
pendecies. To define the current business landscape, some authors
(Hakansson et al., 2009) suggest the metaphor of the “rainforest”, indicat-
ing that one of its basic feature is the intricate interdependency among
companies that requires an alternative framework to be studied.

2.1. Different perspectives on networks literature and interorganiza-
tional accounting

A network can be defined as “a set of business entities, legally inde-
pendent, reciprocally committed to implement a deliberate and finalised
cooperation strategy, leveraging the technical and economical complemen-
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taries in achieving joint economic objectives, which indirectly benefit the
individual businesses” (Bastia, 1984, p. 65).

Within economics there have been several approaches to the study of
networks and alliances, mainly including transaction cost economics, stra-
tegic management and institutional perspective.

Transaction cost economists (Williamson, 1975) have argued that net-
works are hybrid forms of organization between markets and hierarchy and
that they occur when transaction costs associated with a specific exchange
are too high for an arm’s length market exchange but not high enough to
mandate vertical integration (Hennart, 1988). In transaction cost economic
literature various roles have been indentified for management accounting in
inter-firm settings that relates to specific accounting techniques and differ-
ent uses of accounting information. These roles include the use of financial
and non-financial information in the “make or buy or ally” decisions, in the
selection of a potential partner, during the management of cooperation and
in the monitoring and evaluation of collaborations activities (Seal et al.
1999; Caglio et al., 2008; Anderson et al., 2009). These studies often ex-
amined inter-firm accounting in conjunction with the issue of motivation
and incentives, underscoring the importance of studying accounting in a
broader control context (Anderson et al., 2010).

Strategic management literature recognises business relationships as an-
other type of resource that a company can use in the strategic game. The
opportunity to mobilize others as “partners” has increasingly become an
emergent issue in the strategic management literature. From a resource-
based perspective the importance of business relationship is emphasized by
the idea that a firm’s critical resources may span the boundaries of the
firms itself and be embedded in inter-firm resources and routines (Dyer et
al. 1998). Similarly, Sanchez et al. (1997) argue that the resources that a
firm uses reside both within the firm (firm-specific resources) and in other
organizations (firm-addreassable resources). Also Gulati (2007) claims that
a firm’s network of business partners should be considered as an inimitable
resource itself and as a means by which to assess others’ inimitabile re-
sources. In this stream of research two concepts clearly emerge: on the one
hand, the “strategic alliances”, defined as “any voluntary and enduring ar-
rangements between two or more firms involving the exchange, sharing, or
codevelopment of products, tecnologies, or services” (Gulati, 2007; p. 1)
and on the other hand the “strategic network™ as “long-term, purposeful ar-
rangements among distinct but related for profit organizations that allow
those companies in them to gain or sustain competitive advantage vis-a-vis
their competitors outside the networks” (Jarillo, 1988; p. 32).
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In studies influenced by institutional theory, collaborations and net-
works encompass a broad range of inter-organizational relationships (Scap-
ens et al., 2010). Some authors (Philips et al., 2000) argued that institutions
supply the rules and resources upon which collaboration is build. Thus, to
fully understand and explore the dynamics of collaboration and networks, it
is crucial to examine the instituitionalised patterns of rules and routines,
emphasizing the objective and the external aspects of the instituitional envi-
ronment (Sharfman et al., 1991). In this perspective, cost management and
other accounting routines could become part of the broader institutional
context (Coad et al., 2006) which helps to give order to the complexity cre-
ated by the institutional pressures that influence nature and character of in-
ter-organizational relationships. In the work of Greenwood et al. (2002),
Parkhe (2003), and Burns et al., (2000), the research explores the evolu-
tionary process through which management accounting and control practice
develop, considering the interaction between micro and meso institutions
within the organisation and the broader macro and meta institutions of the
instituitional field in which the relationship is set. According to Parkhe
(2003) it is important to recognise the meta and macro institutions when
studying inter-organisational relationships in different countries: economies
with different socio-legal systems are likely to have substantial different
approaches to accounting for inter-organisational relationships — influenced
in large part by their institutional environments.

It is widely recognised that a critical factor influencing the implementa-
tion of collaborative strategies is the policy makers orientation: the creation
and development of networks is indicated as the right strategy needed to
adapt the business structure to the main features of the knowledge economy,
especially in the economic contexts characterized by the presence of SMEs
(Donkels et al., 1995; Macpherson et al., 2007) and entrepreneurial busi-
nesses (Parker, 2008). Based on the valuble benefits generated in terms of
learning, the development of entrepreneurial processes (Elfring et al., 2003),
innovation and competitive advantage (Cooke, 1996; Littunen, 2000; Rogers,
2002), value creation (Holm et al., 1999), growth and survival (Havnes et
al., 2001; Bosma et al., 2004), network strategy is seen as the route to stimu-
late business development and economic growth at international, national
and regional levels (Etzkovitz, 2008; Johnson et al., 2011; Pavit, 2004).

Adopting a comparative international perspective on regional supporting
programmes some authors (Johanson et al., 2011) argued that succesful
networking development is characterized by an engineered process. This
process is started by a trigger entity (goverment agencies, consultants, spe-
cific companies, entrepreunerial individuals, banks, universities, other ac-
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tors) that actively strives to create some sort of cooperation among a group
of actors (Doz et al., 2000) as it is able to plan and develop interdepen-
decies and create interactions and cooperations that are difficult for the ac-
tors themselves to recognise. The opposite of an engineered process is an
emergent one, in which no intervention by a trigger entity is required and
the member selection is self-regulated.

According to this framework, strategic networks are the result of an en-
ginereed process, where the working arrangements are specified in written
contracts and fulfilled in a formal organization, goals are planned and spec-
ified in a predetermined time horizon, the cooperation is based on “network
capital” rooted in a business and economic rationality and focused on in-
vesting in relationships as a means to increase business performances
(Huggins, 2010).

In order to understand the key features of strategic networks, a growing
need has emerged to investigate in more details the concepts of strategic
planning and management accounting for collaborative organizations. Ex-
ploiting complementary skills and resources, identifying particular threat
and taking advantage of a particular opportunity require a business plan-
ning process (Rullani, 2001; Ricciardi, 2003) which, although complex in
construction (Kukalis et al., 1995), has the general characteristics of busi-
ness planning as developed by the existing literature.

A comprehensive literature review in the field of strategic planning
(Ghezzi et al. 2010) helps us to understand that the main issues to be taken
into consideration in the present study are the following:

- strategic planning as formal versus informal process (Micklethwait et al.,
1997; Mintzberg, 1994);

- balance of internal and external planning focus (Ansoff, 1985; Andrews
1987; Porter 1991; Houben et al., 1999; Ferrel et al., 1998; Bracker et al.,
1986, Boyton et al., 1984; Porter, 1980);

- clear statement of strategic goals and objectives, where the former are de-
fined as “broad business results that a business is absolutely committed to
attaining stated in terms of general intentions” while the latter are “spe-
cific step which enables a business to accomplish a goal” presenting the
following characteristics: result-driven and not activity-driven; specific;
measurable; attainable; time-related (IFAC, 2006);

- balance of market-driven and process-driven approaches in defining the
action plan: some authors (Bonn, 1996) suggest — to avoid the risk of
misaligning delivered and expected performances — to balance ‘market-
driven’ perspective (focused on customer’s needs) with a ‘technology-
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driven’ approach (focused on internal technology and actual product port-

folio).

The issue of performance measurement and representation of strategic
networks can benefit from the new paradigms emerged in management and
accounting literature from the mid-1990s, when many important scholars
(Otley et al., 1995; Hopwood, 1996; Shields, 1997) emphasized the impor-
tance of extending the domain of accounting across the traditional bounda-
ries and called for a need to encourage the research accounting in inter-
organisational settings.

In this evolutionary perspective, Italian literature has traditionally ac-
corded much importance to the study of accounting issues for networks.
Consistent with a solid tradition, this subject is considered to be central
for the understanding of the new organizational structures and needs to be
investigated in close connection with the management issues (Riparbelli,
1962; Azzini, 1964). Even more “the gap between the evolution of mana-
gerial and organizational structures and the definition of adequate infor-
mation systems can influence the development of more effective forms of
networking, as the support of managerial and organizational processes is
not considered a crucial role of information” (Lai, 1991, p. 119). Given
this framework, Bastia (1984) devotes a significant part of his work illus-
trating the impact of inter-firm relations on capital and income structures
(introducing the concept of “combined financial statement”), on transfer
pricing definition, on productivity and cost measurement. By broadening
the analysis perspective, Mancini (1999) focuses on the issues of “rela-
tional control” and more recently (2010, 2011) illustrates an integrated
scheme “information-governance-control-performance” where “the dif-
ferentiating factor of information sharing - together with the information
system which it originates from - are the main components on which a
company can implement an effective governance and control of its alli-
ances” (2011, p. 75).

Inside these different streams international and national literature
demonstrates that a broad range of special accounting techniques, meth-
ods and control mechanisms have been developed with the purpose of
handling accounting problems related to business relationships: open-
book accounting, target costing, value chain accounting, quality plans,
programmes of innovations, alliance boards, joint task groups, tourna-
ment procedures, supplier certifications, non-financial measures and risk-
rewards schemes (Mouritsen et al., 2001; Langfield-Smith et al., 2003;
Dekker, 2003; Dekker, 2004; Seal et al., 1999) and the specific applica-
tion of balanced scorecard (Kaplan et al., 2010). These methods influence
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the motivation and incentives of strategic partners and should be analysed
in the broader institutional context.

2.2. Institutional support to network formation: the case of legal
framework defined by law no. 122/2010

In many countries several institutions have encouraged the implementa-
tion of strategic alliances to stimulate the national and regional develop-
ment, providing financial support to companies willing to cooperate and set
up a network. These measures tend to define an institutional framework
able to influence the process of network formation and the role of account-
ing on interorganizational settings.

Among European countries, the recent inititive undertaken by the Italian
governement represents the first case of a comprehensive approach imple-
mented to this purpose, by defining a new legal framework (law n.
122/2010) to formalize the alliances (the enterprises’ network “agreement’)
(Cafaggi, 2009) and providing a scheme of tax incentives. In a generaliz-
able perspective the Italian case allows thus to understand how the strategic
networks are formed and work, and the extent to which they can be influ-
enced by the institutional context.

According to law n.122/2010 the contract is the legal tool needed to
formalise strategic alliances among entrpreneurs whose “aim is to enhance,
on a individual or collective basis, their innovation capabilities and their
competitiveness on the market” undertaking the commitment to: i) “coop-
erate in different ways on a specific business related to the management of
their own enterprises (or); ii) sharing information and services of an indus-
trial, commercial, technical or technological kind (or); ii) managing in a
collaborative way one or more activities included in the mission statement
of the companies”.

From an organizational perspective the contract can be implemented for
a wide variety of collaborations, both in terms of vertical alliance - in the
form of supply chain among companies that operate in the same sector at
different stages of production, and horizontal alliance - with competitors
sharing some special projects of innovation and strategic development. The
last strategic option can be useful especially for SMEs that, though compet-
ing in their local markets, may form special alliances to reach wider mar-
kets or implement internationalization project.

However, even on the structural perspective, the contract does not pro-
vide size limits and can be signed by SME’s or large companies and be util-
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ized to set up collaboration among partners with homogeneous or heteroge-
neous dimensions.

The support measure consists in a tax deferral through which a part of
taxable revenue - targeted by participating companies for achievieng the
purpose of the contract and put in a specific reserve - will be excluded
from the calculation of taxable income, for the duration of the contract.
Such benefit is temporary, given that the money put aside for the parteci-
pation to the network will be included in the tax base once the contract is
fulfilled.

The contract has to be drawn according to a formal procedure with a no-
tary, requiring an official registration with the competent Chamber of
Commerce where the companies reside, and it must indicate (law n.
122/2010): i) references of partners; ii) strategic objectives; iii) perform-
ance measurement criteria to assess the progress towards the achievement
of strategic goals; iv) network action plan; v) duration of the agreement; v)
specific endowment to manage cooperation activity.

Assessing this regulatory discipline in the light of the theoretical frame-
work, the kind of collaborative strategy defined by law n. 122/2010 is con-
sistent with the concept suggested by strategic management literature fo-
cusing on “strategic network” (Jarillo, 1988; Gulati, 2007), considered as
an intentional, long-term alliance enabling different companies to acquire
or defend the competitive advantage against competitors outside the net-
work. The requirement of the explicit elaboration of the “strategic objec-
tives” and the “network action plan” implies an engineered process of net-
work set-up and emphasizes the role of a formalized strategic planning
process, ensuring higher level of efficiency and stability (Ricciardi, 2003)".
On the other hand, the adoption of “agreements” to formalize networks and
strategic alliances, can entail lower levels of trust and control (Das et al.,
1998) and a risk of maintaining too much flexibility (Das et al, 1999; Ma-
hama, 2006) with a negative impact on goal setting and performance con-
trol.

Even if no mandatory rules are established by law n. 122/2010 with ref-
erence to management accounting tools or financial reports, the need to in-
dicate the shared performance measurement criteria to assess the fulfill-
ment of strategic obejectives raises important issues on management con-
trol and accounting techniques for internal and external needs.

1 “\When the network is the result of planning it has higher levels of stability. Con-
versely, if the partners do not feel the opportunity and the need to join a strategic network
project, the structure is weak in terms of efficiency and stability” (Ricciardi, 2003, p. 180).
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3. Exploring strategic networks: in search of evidences from a multi-
ple cases analysis

The methodological approach adopted in this study is broadly qualita-
tive, although some elements of quantitative research are employed where
appropriate. Given the complexity and the social dimension of inter-
organizational relationships our ontological position is based on the idea
that social phenomena and their meaning are produced through social inter-
action and are in a constant state of revision (Strauss, 1987). This position
also suggests that the categories employed to understand the natural and
social world are in fact social products and their meaning is constructed in
through an interaction (Potter, 1996). In terms of epistemological orienta-
tion, our study considers the reality of collaborative networks as a phe-
nomenological issue, in a background where the individuals make sense of
the world (Schulz, 1962).

Considering that our research on network “agreement” poses ‘what’
questions, has no control over behavioural events and is focused on a con-
temporary phenomenon, the most appropriate study methodology is an ex-
ploratory case study (Yin, 2004), defined as “an empirical inquiry that in-
vestigates a contemporary phenomenon within its real-life context” (Yin,
1984) seeking to understand a problem that needs to be clearly defined.

We determine to use a multiple cases approach in order to strenghten
the empirical findings and make interpretations more robust (Yin, 2004).
This approach embodies the logic of comparison implying that we can bet-
ter understand social phenomena when they are compared in relation to two
or more meaningfully contrasting cases or situations. Conceptually, analys-
ing a significant sample of real cases of network “agreement” allows for
direct replication of future research.

The entire population is represented by all network “agreements” signed
under the new legislation framework defined by the Italian government
with law n. 122/2010. In december 2011 this population includes 200
“agreements” recorded in the official Chamber of Commerce registers, at
provincial and national level (Unioncamere). Given the exploratory nature
of the research the selection used in this study is the purposeful sampling of
the first fifty signed contracts implemented and registred in the Chamber of
Commerce until June 2011. The dimensions characterizing the population
and the sample are the follow (Table 1).
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Tab. 1 — Population and sample of network ““agreements”

Population Sample

N. % N. %
- “Enterprises network agreements” 200 50
Involving:
- Regions 19 16
- Provinces 84 56
- Business entities 968 100,0% 291 100,0%
of which:
- limited companies 686 70,8% 221 75,9%
- partnership 129 13,3% 29 10,0%
- individual business 105 10,8% 23 7,9%
- mutual entities 33 3,4% 11 3,8%
- foundations 2 0,2% 2 0,7%
- others 15 1,5% 7 2,4%

Source: Chamber of Commerce — Unioncamere

In some contracts the alliances are formalised to implement a supply
chain, often led by a medium-large company, but in most cases they in-
clude SMEs operating in the same sector, holding complementary skills
and specializations and interested in developing projects, products or mar-
kets by exploiting the potential synergies among them.

After having defined the sample, we obtained from the Chamber of Com-
merce the full text of the contract and related documents (i.e. network business
plan, network regulation, etc., when available in the official registers) of the
enterprises’ network agreements, using this documentation as primary source
of analysis. In a methodological perspective (Bryman, 2008) documents are
intendeed as materials that: i) can be read; ii) have not been produced specifi-
cally for the purpose of social research; iii) are preserved so that they become
available for further analysis; iv) are relevant to the concern of social research-
ers. Because the contracts have not been created specifically for the purpose of
the research, the possibility of reactive effect can be largely discounted as a
limitation on the validity of the data (Bryman, 2008).

The network “agreement” could be classified as an official company
document deriving from private source that can certainly be seen as authen-
tic, credible and meaningful, being implemented under a formal procedure
(Scott, 1990). Due to official or quasi-official character of such materials
the question of represetitiveness requires some greater consideration and a
caution in attempting to treat them as depictions of reality. On this point,
Atkinson et al. (2004) demonstrate that documents should be viewed as a
distinct level of “reality” in their own right, arguing that they are significant
for what they were supposed to accomplish and who they are written for.
As the “agreements” are documents that can be read by others and have to
fulfill legal requirements they are likely to be written with a particolar per-
spective so that we are aware that they can contain some bias.
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In order to analyse the selected sample of agreements in a comprehen-
sive way, we adopted a comparative design, and studied the contrasting
cases using an identical method. Particularly we used the approach of quali-
tative content analysis that comprises a searching-out of underlying themes
in the materials analysed, following the specific approach of “ethnographic
content analysis” (Altheide, 1996).

After generating the research questions, we have understood the theo-
retical and legal context in which the documents are generated through the
literature review and the study of law n. 122/2010. Then we proceeded to
analyse a small number of contracts in order to define the most appropriate
method to collect and interpret the information. Finally we define the cate-
gories and the scheduling for the data collection in correlation with the re-
search questions (Table 2).

Tab. 2 — Research questions, categories and scheduling for data collection
Categories and scheduling

Research questions

1) What is the strategic context
and the business planning
framework in enterprises’ net-
works formalized through the
“agreement” defined by law
n.122/2010?

1.a. Strategic context: the analysis observes the possible presence
of a “trigger entity” (a partner/external entity with a triggering
role) and the eventual reference to an “engineered process” (ex-
plicit reference to a strategic networking model that inspires the
collaboration);

1.b. Strategic analysis: the research explores if the contracts report
some internal and/or external strategic analysis to support the goal-
setting of the network;

1.c. Strategic objectives: the study seeks to understand the features
of the goal-setting process, evaluating if it is general (strategic
goals) and/or specific (strategic objectives);

1.d. — Strategic action plan: we refer to the main strategic actions
indicated in the contract, evaluating if they present a market-driven
and/or process-driven approach.

2) What kind of management
accounting techniques and pro-
cedures are identified on the
“agreement” to support the
collaborative strategy and op-
eration and what is the role as-
signed to them?

2.a. — Strategic performance measurement: the analysis focuses on
the measurement criteria for the strategic results formalized in the
contract, evaluating if the partners commitment refers to a general
and/or specific indicators and reports;

2.b. — Management accounting techniques and procedures: the
study observes if some tools/processes of management accounting
are defined to support the network control and/or the cost-
ing/pricing information;

2.c. — Financial budgeting and reporting: we investigate if the con-
tracts require to elaborate financial budget and/or report to meet
internal or external needs;

2.d. — Role of accounting techniques and procedures: following the
above mentioned analysis, we provide an overall evaluation about
the role assigned from the partners to the management accounting
and performance measurement techniques.
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In the light of the research design and method adopted, the study per-
formed is characterised by the following limitations:

- the contract may not be complete or to use a formal languange with con-
sequent difficult meaning to interpret in a strategic business perspective;

- the reasons of confidentiality could have led to the partners of the network
to use generic statements not to reveal strategic information;

- if the partners have performed a business planning process, the specific
context in which the documentation is processed can lead partners not to
connect the strategic outcomes with the clauses formalized on the
“agreement”;

- the first contracts may be influenced by the very recent introduction of the
new legal framework;

- some agreements may be biased by fiscal incentives and alliances estab-
lished only with the scope to benefit from tax deferrals.

The delimitations of our investigation are outlined below:

- this study only includes the first fifty network “agreements” signed until
June 2011;

- of abovementioned contracts, we have analysed only the text and the an-
nexed documentation, not considering other information like sector, size,
performance, etc. related to the partners and/or the network entities.

These delimitations allowed us to make the comparative case study
manageable for data collection and find their reason on the exploratory na-
ture of research. By the very nature of interpretative approach, our position
has an effect on the research effort and we may have certain biases about
network “agreements” and their content analysis and interpretation. To ad-
dress any biases that could be cause to question the validity of this study,
we have defined the specific categories analysed and collected the data ap-
plying the scheduling above illustrated.

4. Weak strategic approach and traditional role of accounting on
network implementation

Applying the schedule on the selected network “agreements”, with ref-
erence to strategic context and business planning framework we obtain the
results illustrated on appendix A.

From the table it is possible to notice the small presence of trigger enti-
ties (26%) and the limited reference to an engineered process of setting up
and organization (32%). If some elements of strategic analysis are reported,
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in most cases the reasons motivating the opportunity to form an alliance are
based on internal (58%) rather than external (20%) factors. The goal-setting
process often remains at a level of strategic goals definition (76%), where
the expected results are stated in terms of very general intention of com-
petitiveness and innovation improvement. Only few agreements (26%)
elaborate strategic objectives trying to identify the specific targets the net-
work wants to accomplish in terms of projects, line of business and produc-
tion, market share or strategic synergies among partners. With reference to
the action plan, the study shows a large number of agreements focused on
network internal processes (86%) emphasizing the need to implement the
integration through the definition of common rules and regulations, the ap-
pointment of a single entity of certification, shared participation in exhibi-
tions and markets, the organization of technical meetings and seminars and
the registration of a common brand. In a small percentage of networks ana-
lysed (28%) the strategic plan benefits from a clearer vision of the market
opportunities and indicates the necessary actions to create value for a tar-
geted group of customers.

In conclusion, the strategic context of the selected agereements is char-
acterised by an “emergent” rather than “engineered” process with a nega-
tive impacts on the quality of business planning which tends to be less
structured when there is not a “triggers entity” or the reference to an inspir-
ing model of business interaction. The elements of business planning
framework, even the mandatory ones (“strategic objectives” and “network
action plans”) present on average a poor level of elaboration, containing
general intentions and planned actions directed mainly on the internal proc-
esses and resources, without a clear vision of desired strategic positioning.
Considering the institutional framework in which the agreement has been
introduced, the above characteristics can be related to those networks that
have been implemented mainly to exploit the tax benefits and the external
incentives, without elaborating an effective business planning process.

However, there are important cases demostrating the significant link be-
tween “agreement” and strategic planning process. In the first case (Exam-
ple # 1), the contracts show that the business plan is considered as a central
management procedure to support the collaborative strategy and the exploi-
tation of synergies.

Ex. # 1: “In order to implement the defined network strategies and operations and
exploit the potential synergies among the enterprises, the partners approve on a
regularly basis the business plan that identifies the financial commitment for each
one”.
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Other cases are representative of a clear definition of strategic goals
(Example # 2), strategic objectives (Example # 3) and a coherent correla-
tion between target setting and performance measurement (Example # 4).

Ex. # 2: “The strategic objective of the network is to find new business opportuni-
ties through Italian fashion brands (...), providing flexibile standard of production,
quality control, short times of development and delivery, low prices, 100% italian
made and related services of modelling and prototipation”

Ex. # 3:”The strategic objectives are the following: - business development in Italy:
1. first year: obtaining at least one customer qualification and initiating the neces-
sary commercial actions; 2. second year: reaching a minimum of 700.000 € of new
business opportunities ; 3. third year: reaching a minimum of 1.500.000 € of new
business opportunities; - international business development: 1. first year: imple-
menting the appropriate market researches and understanding legal, tax and eco-
nomic environment of the target Country; 2. second year: setting up a joint venture
with a local partner for organizing the operational and commercial activities; 3.
third year: reaching a minimum of 1.500.000 € of new business opportunities”.

Ex. # 4: The strategic objective of the network is to “realise a Virtual Power Plant
(\VPP) system obtained with micro-generation systems based on solid oxid fuel bat-
teries. The objective is to start the roll-out and the initial test of VPP in the first se-
mester 2012 and to commercialise one or more VPP by 2015. The network compa-
nies agree on measuring the strategic goals achievement through periodical reports
illustrating the work in progress in terms of actual results, timing and costs com-
pared to budget, and showing the market evolution and the network development”.

These cases demonstrate that the network “agreement”, despite being a
legal tool elaborated in a formal setting, is strongly influenced by the qual-
ity of business planning. The officiality of the document and the mandatory
nature of some specific elements require a good strategic planning outcome
that can comunicate to external stakeholders a valuable project of collabo-
ration in order to give value to the network and to the single enterprises in-
volved, though respecting the appropriate level of confidentiality. Beyond
the issues of formality and confidentiality, the results show that the prob-
lem seems not to reside on formal or informal business planning procedure
(Bonn et al., 1996), but on the lack of strategic thinking, a weakness that
the management literature considers even worst (Loizos, 1998).

With reference to performance measurement and management account-
ing, the results are reported on Annex B.

The low development of strategic planning is accompanied by a limited
mention of performance measurement and management control procedures.
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In more than half of the cases analysed (52%) the measurement criteria are
generic and do not provide any specification in terms of processes and
monitoring indicators. In other cases (48%) the contracts established the
measurement of progress towards the achievement of strategic goals
through the following solutions: i) assigning to the Management Commit-
tee the responsibility to implement appropriate control processes and audit
reports (Example # 5); ii) selecting qualitative parameters of activity (Ex-
ample # 6); iii) adopting quantitative parameters considered representative
of strategic network performance (Example # 7).

Ex. # 5: “Every six months the Audit Committee will prepare a report illustrating
the progress toward the strategic targets set by the network action plan; the report
will be published in the section of the website reserved for the partners”.

Ex. # 6: “The partners share the following terms to measure the progress towards
strategic goals. Specifically: preliminary studies on products and solutions; proto-
typing; patenting of research results, national and international industrialization and
development”.

Ex. # 7: “In order to assess the progress toward the strategic objectives, partners
agree that at the end of each financial year, the Management Committee (....) pro-
ceeds to analyse the turnover of products developed under this agreement in order to
assess the effectiveness of the marketing and communication strategies adopted”.

A moderate degree of diffusion (52%) occurs with reference to the pro-
cesses and tools dedicated to the planning and control of network activities.
In some contracts, the implementation of a managerial control system or
the definition of shared analysis criteria for managing the business oppor-
tunities are considered as one of the basic points of the action program (Ex-
ample # 8).

Ex. # 8: “The network action program provides: (.....); the adoption of management
control system and related implementation of programs and softwares; the use of a
set of indicators for monitoring the manufacturing processes and supporting the core
business”

The lower incidence (26%) relates to the agreements containing some
indication about accounting tools and/or procedures to be implemented for
supporting cost analysis and price quotation. However, in some cases the
cost accounting is adopted as a tool for measuring the network performance
and regulating the inter-organitational business relationship (Example # 9)
or a general commitment to reporting and accounting is required to the
partners in managing the network activities (Example # 10).
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Ex. # 9: “Progress towards the objectives will be measured by setting the targets
cost of the line of production “alfa” (...) and periodically comparing the actual cost
of production with these targets”.

Ex. # 10: “Partners are required to prepare statements, reports and every accounting
supports could be necessary for the activities assigned to them in compliance with
regulations and procedures established with the customer”.

The additional results analysed show that the accounting financial per-
spective is on average more present than the managerial one. Even though
law n. 122/2010 does not provide any obligation of accounting book-
keeping or mandatory financial statement, almost 70% of the contracts as-
sign to Management Committee the obligation to prepare an annual report
and, to a less extent (54%), also the task of elaborating a financial budget.
A very frequent clause contained in the agreements analysed is the follow-
ing (Example # 11).

Ex. # 11: The partners are required to approve: - “an annual report on the activity
performed, to be prepared in accordance with the mandatory accounting principles
established by the civil code for limited companies and to be presented by the Man-
agement Committee by the end of March each year with reference to the activity
performed in the previous year; - a financial budget, which must be presented no
later than October 30" of each year and referred to the program of activity the Man-
agement Committee intends to implement during the next calendar year”.

From accounting theoretical and empirical perspectives, this kind of
provision raises many interpretative issues, framing into the traditional reg-
ulatory scheme of limited companies the reporting problems of complex
and articulated entities as the strategic networks. In this context, the prepa-
ration of the annual report requires a framework (in terms of structures -
Balance Sheet/Income Statement, general principles, accounting standards)
that needs the prior definition of the networking business model and the use
of innovative forms of reporting that cannot be implemented with a similar
setting.

These cases demonstrate that many contracts interpret the accounting
problems using traditional schemes and assigning to accounting processes
and tools a formal role, not suitable to support the articulated information
and control needs that arise in the management of a strategic network. In
this sense, the study shows that many networks still have not activated the
process of accounting “hybridization” (Miller et al., 2008) that literature
considers the necessary step to support the effective functioning of hybrid
form of organizations.
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5. Conclusions

The paper reports the results of an exploratory research aimed at inves-
tigating the business planning and management accounting processes in
strategic networks, with particular reference to alliances formalized through
the network “agreement” established by Italian goverment with law n.
122/2010. After having defined the theoretical and institutional frame-
work, we designed a comparative case-study and performed a qualitative
content analysis of the first fifty “agreements” signed up until June 2011,
obtaining the findings below.

The strategic context of the selected agreements is characterised by an
“emergent” rather than “engineered” process (low presence of “trigger en-
tity” and limited reference to networking inspiring model) with a negative
impact on the quality of business planning. As a consequence, it tends to be
less structured (weak strategic analysis, general goal-setting definition, ac-
tion plan focused on internal factors only). The elements of business plan-
ning framework, even those made mandatory by law n. 122/2010 (“strate-
gic objectives” and “network action plans™) reveal on average a poor level
of elaboration, containing general intentions and planned actions directed
mainly on the internal processes and resources without a clear vision of de-
sired strategic positioning.

The low development of strategic planning is accompanied by a limited
adoption of performance measurement and management control proce-
dures. In more than half of the cases analysed the measurement criteria are
generic and do not provide any specification in terms of processes and
monitoring indicators. A moderate degree of diffusion occurs with refer-
ence to the processes and tools dedicated to planning and control of net-
work activities, while cost accounting or pricing definition procedures are
present in a small proportion of “agreements”. The financial accounting
tools are on average more present than the managerial ones, even though
the budgeting and reporting issues of a complex and articulated entity tend
to be framed into the traditional regulatory scheme of limited companies,
frustrating the need of accounting innovation for strategic networks.

Considering the institutional framework in which the agreement has
been introduced, the above characteristics can be related to those networks
that have been implemented mainly to exploit the tax benefits and the ex-
ternal incentives, without elaborating an effective business planning proc-
ess and/or defining a coherent management accounting system.

These findings provide a number of theoretical implications. From the
strategic management perspective the study demonstrates the importance of
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business planning and management accounting as fundamental processes
needed to implement the concept of strategic networks, enabling the neces-
sary awareness of the network “resources” (Gulati, 2007) and allowing the
development of the alliance in the “network capital” (Huggins, 2010). In
this direction we might even say that, in the wide and varied types of poten-
tial alliances and hybrid forms of organization, the presence and consis-
tency of strategic thinking and management accounting could be consid-
ered as discriminating elements to assess whether an alliance is “strategic”
or not. These implications are important also in the managerial studies fo-
cused on economic development, confirming the important role played by
the trigger-entity and the engineered process in activating strategic net-
works. Indeed, considering the large number of SMEs involved in the net-
work “agreements”, the fact of leaving to spontaneous forces the business
planning and management accounting tends to reproduce the weak compe-
tence these companies show in strategic analysis and managerial tools

(Braker et al. 1986; Brinckmann, 2010).

Moving into the institutional perspective, the research shows the partial
influence of institutional factors related to the legal framework defined by
law n. 122/2010 which, although embedding the concept of strategic net-
work, needs to be accompanied by a managerial, professional and cultural
improvement specifically related to strategic and performance measure-
ment in networks. From the accounting perspective, this analysis confirms
the necessity of new paradigms and the need to investigate in more details
the issues of the lateral process of information. The process of “hybridiza-
tion” of organizational structures must be extended as soon as possible to
the “hybridization” of accounting practices, processes and expertises (Mil-
ler et al., 2008) encouraging the close interaction between practice and the-
ory (Hakansson et al., 2010) in order to stimulate the new forms of busi-
ness development.

Given the exploratory nature of the study, the above findings open addi-
tional scenarios and indicate some possible directions for future research,
such as:

- longitudinal case studies to investigate what the relationship between
formal and informal managerial behaviour in strategic planning and
management accounting is, with particolar reference to the network
“agreements” pursuant to law n. 122/2010;

- quantitative analysis of the correlation between business planning/ man-
agement accounting settings and some critical variables such as: partner
dimensions (micro, small, medium and large enterprises), business sec-
tors, networking model, companies and network performances, etc.
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Besides the exploratory nature of our research, it is believed that the re-
search holds some interesting managerial and public policy implications as
well. First of all, the business planning framework elaborated to analyse the
“agreement” can guide managers in defining the network settings, indicat-
ing what is the best strategic context and the main dimensions to consider
when elaborating a consistent business plan. Furthermore, the results of our
empirical analysis provide a number of cases motivating the managers to
innovate the management accounting system, posing the issue of network
performance measurement as a new challenge to develop strategic alli-
ances. In addition to the internal benefits deriving from more effective stra-
tegic settings, these managerial improvements lead to more consideration
from strategic stakeholders, as demostrated by some special networks-
supporting projects developed by some major Italian banking groups pro-
viding financial support only for those “agreements” with consitent busi-
ness plan and management accounting processes.

Finally, in the field of public policy, our study has the following impli-
cations. On the one hand, it represents a major advancement in the study of
the first cases of implementation of the new supporting program developed
by Italian government; furthermore it provides criteria for discriminating
the strategic alliances, the most promising form of network for economic
development. On the other hand, it confirms the important role of the “trig-
ger entities” and the “engineered process”, highlighting the need for sup-
porting with specific programmes those institutions - such as business as-
sociations - which can have a proactive role in assisting enterprises, espe-
cially SMEs, to strengthen the processes of network planning and manage-
ment accounting.
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Appendix A — Strategic context and business planning framework

Strategic Strategic Strategic Action plan
context analysis goal-setting Focus
Network Trigger  Engin. Process- Market-

External Internal Goals Obj’s

Agreements  entity  process driven driven
1 X X X
2 X X
3 X X X X X
4 X X X
5 X X X
6 X X X X X X X
7 X X X
8 X X X
9 X X X X
10 X X X
11 X X
12 X X X X X X
13 X X X X
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14 X X X
15 X X X

16 X X X

17 X X

18 X X X

19 X X

20 X X X

21 X X X X
22 X X X X X
23 X X X X X X X

24 X X X

25 X X X

26 X X X X
27 X X X

28 X X X

29 X X

30 X X X X X

31 X X X X
32 X X X

33 X X X X X X
34 X X X

35 X X

36 X X X X X

37 X X

38 X

39 X X X X X

40 X X X X

41 X X X X

42 X

43 X X X X X X

44 X X X X

45 X

46 X X X X X X
47 X X X X X X X
48 X X

49 X
50 X X X

% 26% 32% 20% 58% 76% 26%  86% 28%

Appendix B — Strategic performance measurement and management accounting

Strategic Measur. Management Financial Predominant
Commitment Accounting perspective Role
Network ... Planning/ Costing . :
Agreement General  Specific Control  Pricing Budgeting Reporting
1 X X Traditional/Formal
2 X X X Traditional/Formal
3 X X -
4 X X X X Traditional/Manag.
5 X X X Traditional/Formal
6 X X X X Innovative/Manag.
7 X X Traditional/Formal
8 X X X Traditional/Formal
9 X X X X Traditional/Manag.
10 X X X Traditional/Formal
11 X X X Traditional/Formal
12 X X X Traditional/Formal
13 X Traditional/Manag.
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14 X X X X Traditional/Manag.
15 X -

16 X X X X Traditional/Formal
17 X -

18 X X X Traditional/Formal
19 X X X Traditional/Formal
20 X -

21 X X X X Innovative/Manag.
22 X X X X X Innovative/Manag.
23 X X X Innovative/Manag.
24 X X X Traditional/Formal
25 X X X Traditional/Formal
26 X X X Traditional/Formal
27 X X X Traditional/Formal
28 X X X Innovative/Manag.
29 X X X Traditional/Manag.
30 X X X X Traditional/Formal
31 X X X Innovative/Manag.
32 X X X X Traditional/Formal
33 X X X X Traditional/Formal
34 X X X X Traditional/Formal
35 X X Traditional/Formal
36 X X X Innovative/Manag.
37 X X -

38 X X Innovative/Manag.
39 X X X X Traditional/Manag.
40 X X X Innovative/Manag.
41 X X X Traditional./Manag.
42 X X Traditional/Manag.
43 X X X Innovative/Manag.
44 X X X Innovative/Manag.
45 X -

46 X X X X Traditional/Manag.
47 X X X X X Innovative/Manag.
48 X -

49 X X X X Traditional/Formal
50 X X X Traditional/Formal
% 52% 48% 52% 26% 54% 68% -
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