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Abstract

This paper discusses the coordination of changeaithcare networks. Drawing from research
on the marketization of the Finnish healthcareesystwe present that a) there is a clear need for
orchestration and b) orchestration seems veryangithg due to the institutional environment,

rivers of activity and cognitive limitations. Antxsion of the discussion to the manageability of
nets and networks research is given.
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1. INTRODUCTION

Institutional change and organization-level goveggaare known to be related in an interactive
way (Oliver, 1997; Baum and Oliver, 1991). Insiibntal environments are dynamically defined
as the end-result of the processes of institutinabn, corresponding to institutions,
mechanisms and channels of influence that relategitimacy in a particular market; a network
of actors. Organizations and networks tend to attegrhselves to institutional pressures through
renewing their governance logics, forms and prasti¢&rewal and Dharwadkar, 2002).

Healthcare systems are heavily networked, buiktoong institutional frameworks of governance
structures and heavily regulated. Therefore, utitihs are an inherent feature of healthcare
networks, and influence their economic and socilitipal structures and processes, characterized
by professionalism (DiMaggio and Powell, 1983). &esh on institutional influences on
healthcare systems (Touhy, 2003; Hakkinen and L.&@05) suggests that institutions should not
only be seen as a general environment, a settifgadkground which operative networks are
embedded in (cf. Johanson and Mattsson 1991; Ge#tieoy 1992). Instead, institutions can be
seen as an inherent feature of networks sincetiheg an influence on actors in a network, and
institutional bases are imported into companiesraterlying invisible assumptions which shape
their performance (Zucker, 1986; Salmi, 1995; Qliu®997).

Healthcare networks can be argued to be partiguigood images of society and societal

development. They are a key societal and econorhication, constitute a large share of GNP

and represent numerous different public, privai rmon-profit governance modes (WHO, 2000).

Healthcare networks are organisms characterizagtyycomplex stakeholder settings (Savage et
al.,, 1991), heavy regulation and legislation, iefitial norms, rules, traditions, peculiar

professional sub-cultures and continuous politict@rest.

Much has been written about the theoretical basethé marketization of social and healthcare
systems. Lunt et al. (1996) provide one of the noaoshprehensive reviews. They suggest that
four schools of thought can make contributionsuo understanding of the process; neoclassical
economics (e.g. Culyer et al., 1990), transactiost cheory (e.g. Propper, 1993), Austrian
economics and the new economic sociology (e.gig-ard Pettigrew, 1996). Of these only the
last two lie close to the industrial network perxgpe with their key issues of social network
relations, interaction processes and non-price etitign. (Easton and Poad, 2003)

In this study, we employ healthcare networks asaeenue for investigating mechanisms of
change in such a densely networked and societithgeln studying changes prompted by the
emerging network society, particularly the issuespdntaneous ordering has emerged (Castells,
1996; Tikkanen and Parvinen, 2006). To stress tie of markets in the functioning of the
modern society, Hayek (1937) introduced the concdptpontaneous order - the idea that a
harmonious, evolving order arises from the inteomcof decentralized, heterogeneous economic
agents. This order could not be designed by a Isplgianer, but merely emerges spontaneously
from a seemingly complex network of interaction. Has been suggested that change is
determined by spontaneous paths and rivers (Lan@etdParvinen, 2003).

In our study, we address the phenomenon of spomignerdering in healthcare network
transformation and discuss the need for orchestratind planned order. We observe that
spontaneous change processes can lead to sub-ogtintdures and fragmentation in healthcare
systems. The caveats of non-orchestrated healthostvgork change include e.g. rigid and
institutionalized networks and actors: healthcaiganizers’ inability to partner strategically. In



addition, ideological institutions, isomorphism amdimicking stifle innovation during
transformations. This hindering effect is deeplgteal. In addition, hurry seems to lock service
producers to old-fashioned operation modes. In tshibbere would be a clear need for
orchestration in the changing healthcare networks.

Traditionally, orchestration has been consideredrganization-level issue, relating to matching
the competitive and societal strategies of firmscampetitive environments (Karreman and
Alvesson, 2004; see also Miller and Whitney, 1999)contrast, planned order has mostly been
related to the planning of societahd institutional level structures, norms and ruld® argue

that the case of healthcare transformations presant example of the need to exercise
orchestration at the level of networks and instng. This contention holds the potential for
remarkable practical implications for policy-makdegislators, unions, associations and firms.

The manageability of networks and institutions Hemsyever, been contested in numerous ways
(Wilkinson and Young 2002; Ritter et al., 2004) ahdre seems to be little agreement on the
extent of manageability. In this paper, we takeianrthodox angle to this discussion, and present
examples of ways in which orchestrated changesdcialle place in networks and institutions.
Our key argument is that once the correspondingitapeous ordering process is known,
orchestration seems more likely. In the case oftihesre networks, we argue that once likely
outcomes (threats) of spontaneous ordering arerstodel, the orchestration of counter-measures
is possible. Based on a round of interviews, thisurrently not the situation in Finland. Without
knowledge of the corresponding spontaneous proggissmems that little can be done to harness
the changes there.

2. THEORETICAL PERSPECTIVES ON NETWORKS: ECONOMIC ORDERING AND
MANAGEABILITY

2.1. Spontaneous vs. planned ordering

The question of the organization of economic aftivlassically relates to the question of which
institutions will most efficiently cope with the Icalation, incentive and coordination problems
introduced by economic change (Mises, 1936). A aliziny between planned and spontaneous
orders in the organization of economic activity waseady highlighted in the Austrian
Economics (AE) of the 1930s and 1940s (e.g. Ha$6B7; 1945), and has aroused interest in
various areas of social science and developedNete Economic Sociology in the early 1980s
(e.g. Granovetter and Svedberg, 1992; Ferlie, 1982 emphasis on how economic activity is
co-coordinated by groups of people rather than daklen by isolated individuals has gained
wide recognition and provided a rich critique ofert economic discourse dominated by neo-
classical and to some extent by Austrian theofisist et al., 1996). Social network relations and
non-price competition are key issues of New Ecoro8uciology which resonate well with an
industrial networks point of view (Easton and Po2@0)3). However, the ideas of spontaneous
and planned ordering by the Austrian economistailshoot be overlooked in the analysis of
changing networks and marketization within the ®stdal network perspective, since the
interaction process is one of the key issues ih bohools of thought.

Hayek's (1937) idea of a market process that coatds economic ordering through numerous
spontaneous decisions under limited knowledgecsndral tenet in the way Austrian Economics



has traditionally explained economic change. Annecaic system consists of more or less
calculative economic agents with limited knowledged spontaneous order arises from the
interaction of decentralized, heterogeneous actdns. spontaneous order emerges as a result of
the cognitive limitations of economic agents inlagawith the huge amount of ambiguous and
fragmented information relevant to the exchangeasibn. A market develops as an institution,
which economizes on each agent’s scarce resouf@egyoition and focuses the attention of that
agent on a particular range of options (Loasby020Rustrian economics stresses that the more
complex the system, the more central a role witlitéd knowledge assume, and thus the more
important will the influence of spontaneous ordgrirecome.

Hayek referred to planned order when discussingtinposefully designed governance structures
in a societal context, e.g. in a planned socialisthomy. In addition to institutions at the level o
the society or the economic system as a wholenatien of a planned order can be used to refer
to most phenomena traditionally of interest to setud of marketing, organization and
management, in which the interplay between spoptanand planned order is often observed,
and can arguably be necessary (Tikkanen and Pan2086). The development of any economic
order always seems to involve both evolution argigiie Purposefully designed orders appear to
be important balancing tools for governing outconsésmarket processes, just like creative
destruction seems to be necessary in unravelindated structures and constantly preparing
agents for changes in the rules of the game thramgbvations (Schumpeter, 1942; Kirzner,
1973).

2.2. Strategic nets

In networks, spontaneous ordering has been seapdmte through a ‘series of systematic
changes in the interconnected network of marketsaets’ (Kirzner, 1973). This would imply
that networks are highly spontaneous. On the dilaed, the rise of the network society has
emphasized the role increased planned order, keg.cteation and management of diverse
networks of tightening relationships with few ségit partners (e.g. Castells, 1996).

In marketing research, the same disagreement iswbat evident in the discussion involving the
manageability of change in institutions and netwoi®ome research suggests that networks are
uncontrollable, unmanageable spontaneous organismahich both economic and social
dimensions are crucial, and in such structured taiminance over other actors’ resources and
activities is not possible (Gadde et al., 2003;Kiigon and Young, 2002; Ritter et al., 2004).
Others insist that the manageability of businessvorks is possible and have explored
intentionality within networks and the pursuit dfased goals and benefits (Mdller et al., 2005;
Klint and Sjoberg, 2003). In this perspective, matwwmanageability has been argued to be
contingent on having clear boundaries and a focél actor (Wasserman and Galaskiewicz,
1994).

The strategic net has been introduced as a concept encompassirapilitg of organizations to
exert intentional influence on network level orgaion of economics activity (Moller et al.,
2005; Moller and Svahn, 2003). In manageabilitieagsh preceding the idea of strategic nets,
attention has primarily been paid to network chidstics, the nature of networks as
organizations and intra-network dynamics (Jarill®38).

In most developed countries today — and in manydheithcome countries — governments have
become central to social policy and healthcareirTihstitutional capacity in healthcare is strong
and their involvement is justified on the ground$oth equity and efficiency (WHO, 2000). As



such, the healthcare business is often charaatebygdight regulation and a strong institutional
order, which jointly define the proportions of truand power, and their governance over
relationships (Bachmann, 2001). In these kindsysfesns institutional changes are characterized
by co-evolutionary and interactive processes. Tipeseesses can be understood as collaborative
encounters of actors, which involve the managenwndifference: a variety of subjective
positions and a range of organizational, profesdicand socio-political standings, which
assemble to pursue mutually beneficial agendadiéwig, 2002).

2.3. Institutional entrepreneurship

Within the marketing discipline, less attention Hasen paid to institutional approaches to
change. Our notation draws heavily upon the saciabtructionist account of reality (e.g. Berger
and Luckmann, 1966; Zucker, 1977) and argues tikdative beliefs emerge from processes of
repeated interactions. Organizations develop catEgmns or typifications, then they achieve
the status of objectification, and ultimately argluasocial reality is constructed. Over time, this
emergent social reality becomes reinforced by @gty processes involving state agencies and
professional bodies, which normatively and/or ciwelg press conformity upon constituent
communities (Greenwood et al., 2002).

In a highly institutionalized market, the managemenh networks and relationships is a
challenging task since there are several strongpamerful socio-political actors and prevailing
regulative ascendance over actors. Both a ‘powkmba’ between powerful actors and extant
regulative forces can lead to an institutional ltkand curb spontaneous change processes.
Institutional entrepreneurship, which shapes the institutional environment asdpitocesses, has
been presented as a spontaneous counterforce thks ws way slyly through structures of
planned order by influencing our shared understaygdi(Garud et al., 2002; Lawrence and
Phillips, 2004). Institutional entrepreneurs (botdividual and organizational) thus create new
channels of influence and adaptation for the aciarghe network with their intentional
networking activity powered by social, technolodgjicmmpetitive and/or regulatory issues. While
institutions may appear to give markets stabilihe emergence of new players, ascendance of
actors, and institutional entrepreneurship causettitional discontinuities and disruptions.
These institutional discontinuities are part ofaagér institutional change process, in which
deinstitutionalization results in reinstitutionation via various stages (Greenwood et al., 2002).
Further, these processes of institutional changellyshave an impact on the network, e.g. by
opening the network to new actors.

2.4 Orchestration

Traditionally, orchestration as a concept has barbuted to organization-level control of
complex work (Karreman and Alvesson, 2004). Hintibdr (2002) extended the notion to value
chain orchestration, concluding that the orchestmadf an extended network of diverse partner
companies leads to superior financial results. Rhgnand Parkhe (2006) define network
orchestration as “the set of deliberate, purposasitibns undertaken by the hub firm as it seeks to
create value (expand the pie) and extract valu@ @éarger slice of the pie) from the network.”
To us, orchestration is becoming a concept of gieark economy.

Figure 1 depicts the way spontaneous and planrdeting and orchestration have traditionally
been attributed to different levels of analysisemay our understanding has changed through



rather recent trajectories of planned order andhasiration (institutional entrepreneurship and
strategic nets) are drawn in the Figure.

The empirical question arising from the picturewisether and how these trajectories do and
could operate with the changes in the Finnish heate system. Furthermore, we need additional
information on whether other trajectories shoulddewvn to understand new dynamics between
traditional conceptions of planned and spontaneodsr on the different levels of analysis.

3. DESCRIPTION OF THE FINNISH HEALTHCARE SYSTEM

The Finnish healthcare system resembles thoseher dtordic countries in that it relies mainly
on public provision of care and offers universaberage of a comprehensive range of publicly
funded health services paid for mainly out of gahtxation (Jarvelin, 2002). Local government,
currently in the shape of some 416 municipalitidays a leading role both in the provision of
care and financing. Municipalities often co-oper&beprovide services. Approximately 270
municipal health centres provide a wide range ahary, preventive, inpatient and community
health services throughout Finland. Viewed from tberspective of primary healthcare
arrangements in many other countries, they areelargits (OECD, 2005). On average,
municipalities are small in size and therefore thegd to join federations to fund and manage
specialist services. The 20 hospital districts whfwmut Finland represent such federations. Long-
term care is provided in hospices belonging to lbéhhealth and social service departments of
the municipalities.

The Finnish system is both more decentralized andenmixed in its funding than in other
Nordic countries. Some services are financed byadllel” social health insurance scheme,
rather than by general taxation (Hakkinen, 2005iafe (corporate and out-of-pocket) finance
accounts for almost 25% of total health expendiamé private providers play a significant role
in the provision of some services (e.g. dental andupational health services). Physicians
employed in health centers and hospitals may wotke private sector in their spare time. About
one third of all physicians work in both sectorati€nhts can approach specialists directly in the
private sector, without a referral form a genenalctitioner, and private specialists can refer
patients to public hospitals. (OECD, 2005)

Figure 2. provides an overview of the main orgativreof health services in Finland.



4. RESEARCH APPROACH

We reviewed marketization-oriented changes in theigh healthcare system by interviewing 39
key decision-makers in Finnish healthcare servigamizations or closely related professional
organizations. The semi-structured interviews de#h on-going, visible, coming or anticipated
marketization-related changes in the network. Thigative of these interviews was to allow
managers to describe their views of changing healéhnetworks in relation to marketization and
coordination in their own words. This approach jed open, fairly flexible, experiential and
illuminating data to study complex, dynamic sitoas (Carson et al., 2001). Our interpretive
method was suitable in addressing questions ofgegharocesses and dynamics of marketization,
operational links needing to be traced over timi facal grounding (Lee, 1999).

The unit of analysis in the interviews was markatan changes. This was reflected in the semi-
structured interviewing methodology. The intervieattempted to cover all key marketization
change related issues including a) identifying fioms and areas prone to marketization, b)
identifying actual on-going change projects potdhtileading to marketization, ¢) discussing the
pace and probability of marketization, d) determdnithe possible or probable forms of
marketization (changes in organizations and govemmamodes), €) anticipating the potential
mid-run outcomes of current marketization-orientbdnges, and f) discussing the impact and
magnitude of marketization-related changes (in seofnnumber of employees influenced). The
level of analysis in the interviews was a regiatede network. This was reflected in the selection
of respondents, as persons responsible for managidgeorganizing healthcare in six largest
cities, six largest municipal leagues and 15 kespital districts were covered. The respondents,
typically Chief Executive Officers, Chief Medicalffi@ers or Chief Planning Officers, all held
responsibilities over and information about anrentiare network, not just single organizations.
The interviews overlapped geographically to theeithat all major regions were covered with a
minimum of two interviews.

The interview was collaborative, meaning-making kvby dialectical analysis of participants’
descriptions and perceptions of changes in the orktw ranscripted interview records function
as recollections of conversations, and help fobascbnversation analysis on the “actual details”
and sequences, which make sense of conversatidhe interviews (Silverman, 2005). The data
analysis focuses in 1) the search and identifinatd patterns of spontaneous and planned
ordering within the data and 2) interpretation ledit meaning to organizations, and not on the
narratives told by the participants. It is a reasbulecision not to build analysis and coding
through the use of software programs or to use #eimstruments for pursuing arguments about
data.

5. CHANGES IN THE FINNISH HEALTHCARE NETWORK

Marketization-related changes are imminent due to institutional pressures

Over recent years the Finnish government has feldbthe general European-wide convergence
towards “new public management” ideas into the fagdand organization of health and social



services. Public finance for these services han betained, but radical changes have been made
— and are being made — to the ways in which ses\aece delivered. Finland mimics European-
wide convergence through health system level iinitand through modeling by norms of
“quasi-markets”. In-house provision is subject tmpetition and it has also increasingly been
replaced by externally contracted services; serpiwiders now compete in “quasi-markets”.
Central and local governments have new primarilgs@as purchasers and commissioners of
services.

The current trend towards a more liberalized andkateaccommodating system is imposed by
new EU and national regulation of competitive bidgdiand tender processes. More economic
exchanges are released from public-political cdratnal turned over to wide variety of provision
contracts at the national and fractioned countynamicipal level. The outcome of this
development is that healthcare providers are matenamous, free-standing corporate bodies
(Lister, 2005). But, within certain sectors of bahre system (i.e. services related to home care
of senior citizens), regional norms and regulatidesignate rights and duties to organizations,
which cause fragmentation to the national markemganies have to modify their activities and
resources to meet local standards in order to ¢émeenetwork or to maintain their position in the
network during the marketization.

On the other hand, in some markets the institutionange processes are market unifying forces.
For example, the ongoing Finnish project to restmg&c municipalities and services is
endogenously generated, planned institutional ahatog enhance functional rationality and
productivity of public services. It is powered bglifical consensus of various institutional actors.
The aims of this project are to be realized throtihghamalgamation of municipalities and public
healthcare organizations into larger regional amibnal entities. This amalgamation is enhanced
by substantial financial inducements by the Fingjsliernment.

Heterogeneity in understanding changes

In the interviews, we identified that there is mulhterogeneity in the way management
perceives the changes in the network. More spedlificthere seems to be little consensus on a)
what the changes are, b) how they involve certgies of network actors, c¢) what the potential
outcomes are and d) whether and how the changés lbewrchestrated.

Typical to the industry (cf. Savage et al., 192liyrent actor positions and status influenced their
perspective on what marketization is and how ibésurring. For example, directors of large
organizations tended to play down the significamica dramatic change in a single function (e.g.
the incorporation of all occupational healthcarghimi a large primary care organization).
Decision-makers in smaller organizations regardexl Same change as a major step towards
marketization. When asked about the mergers of iGlrgunits, the directors of large
organizations perceived it as a local adaptatiorthin operational network and the decision-
makers in smaller organizations perceived it assppnthange of the whole operational network.
There was also variation in the views of directiordarge organizations depending on their
perception of their own ability to influence theaclges. Actor position, instead of actor
characteristics, seemed to contribute to the obseneterogeneity.

This highlights the relevance of actor cognitionshiow decision-makers perceive changes in
networks, in this case the marketization of a Iealte system. This can be argued to play a
critical role in determining final outcomes.



Distinct rivers of activity observed

Another clear result was that marketization-oridntbanges were taking place, or were at least
perceived to be taking place, in distinct and natheconnected rivers. The first river was
characterized as a clear-cut issue, where privatehiement and business-like behavior and
markets play an obvious, important part. The keyuarent was that of resourcing and capacity
utilization efficiency. Repeatedly mentioned parfshe healthcare networks were laboratories,
medical imaging, elective surgery and more residkservice type elderly care.

A second river clearly consisted of functions inieththe most agile private players were able to
exploit the rigidities of the rest of the netwoRblic healthcare organizations in particular have
been notoriously slow in adapting to macro-leveinstitutional changes in their environments —
even when these changes were very significant. Wasperceived to lead to a number of areas
of activity going “wild” with marketization, usualldue to the public system running into trouble
or even desperate situations. These include basigpational healthcare (in which large and
numerous employers suddenly started seeking nesvpraviders), health station and ER worker
outsourcing (in which staff shortages emerging fiamion contract rigidities created a shortage
of qualified workers, which private players utilizenimbly), hotelling-type wards (in which
financing and investment decision-making gave peivalayers overwhelming advantages) and
dental care (in which changes in legislation plamech demands on the public sector that it could
most often only manage with extensive public-pevatooperation). All these can be
characterized as slippery, in which the benefitmafketization to the public sector were largely
lost in the optimizing behavior by the private asto

The third river dealt with major changes in orgatianal roles, which shifted parts of the public
sector to a market-oriented relationship with tbst of the public system. Entire hospital districts
were being planned to be incorporated. Alternagivekrvice producing units in many regions
faced being subjected to a strict purchaser-provagstem, in which public providers would have
to fight for patients with private players in ordermaintain their existence.

Within the boundaries of each river, the perceptiohdriving forces and outcomes were again
very mixed. This leads us to propose that attaimirghestration is very challenging due to the
continuous spontaneous ordering processes (coingdrs of activity’), the role of the
institutional environment and managers’ cognitinaitations.

Signs of the need for orchestration

The interviews also provided evidence of the nemdofchestrating the ongoing marketization-
oriented changes. For the first part, very litlédence or opinions for marketization bringing
immediate or even rather direct cost savings wecerded. Contrary evidence of escalating costs
due to marketization, usually due to earlier misgltion of costs or witty profit-maximizing
business models with lock-in features, was ampberé&pondents mentioned the same private
player whose ability to use deficiencies of pubdiector human resource management and
consecutive staff shortages led to a suboptimalooog at the system level. On a more general
scale, spot work contracting and overtime pay weeavity criticized as a feature of increased
marketization in the labor market. Furthermoree frespondents raised, referred to or implicitly
emphasized the fact that, in parts, the healthegstem is a public good, so orchestration of some
kind is needed anyway. Finally, a respondent paitipgointed out that, without orchestration,



the general state of overcapacity in many functisas destined to lead to service price dumping,
pile-driving by agile institutional actors and athgénwanted phenomena if and when markets
would open up.

6. CONCLUSIONS AND IMPLICATIONS

Potential practical implications

In this paper, we take an unorthodox angle todhisussion, and present our understanding,
based on the interviews, about the ways in whichestrated changes could take place in
networks and institutions.

Implication 1: Form primary care networks

There are two key issues which need to be addrdsséte reform of primary care. Firstly, the
convergence towards marketization of public sectils for more competition at the primary
care level, since local healthcare centers haverepoly over the public services in their region.
Secondly, lack of general practitioners (GPs) gmetmlists curbs down performance in health
centers, and increases the number of patient adsetw hospital care and dependency on private
sector providers. Many municipalities report thaey have little control over spending on
hospital districts and expenditure on private smwj which have monopoly over the region.
Formation of national primary care networks, whimbmpete for local primary care service
contracts and have a role as commissioners of tabsgirvices, could increase the efficiency of
health sector by competition (both at the primamg Aospital service level, which calls for the
development of a uniform national method for prigirand by provision of more resources at the
local primacy care level (network effect).

Implication 2: Merge private and public to avoiceosapacity

The governance of the health system in Finlaneéc=dtralized and has parallel arrangements for
municipal and National Health Insurance (NHI) fudg®ivate services. The 416 municipalities
are free to produce health and social servicesdbks, to contract with other municipalities or
to contract with the private sector for their psions. This freedom to outsource can lead to
much diversity in methods of delivering servicesnadl as production overcapacity. The system
is further fragmented by the parallel arrangemémtspartial NHI funding in occupational and
private health services (hospital, specialist andupational health). The municipal and NHI
arrangements are somewhat complementary and opartapn the case of patients who rely
solely on municipal health services there is GRe daeping, whereas in relation to private
hospital, occupational health and specialist sep/tbere is no GP gate keeping. There is a risk of
supplier induced demand and overcapacity. Therepamallel arrangements for funding and
access to care for private and public sectors ghmeiharmonized in order to avoid overcapacity.

Implication 3: Agree on pace

When the private sector started growing rapidlyta Nordic countries in the 1990s with the
trend towards a more liberalized and market-accodatiiog system, many of the operations
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became private sector clones of old and existirgipsector operations. Policy-makers should
understand that private/third sector service prethioeed time to react to institutional changes
with their business models, production capacityyise offering and many types of contractual
issues. In addition, the public sector needs tirmeatopt new roles as purchasers or
commissioners of services and as competitive pessidwWithout sufficient time for anticipation
and adaptation during institutional changes, pofioyply creates more of the same instead of
something new. Tiny micro level changes take plastead of a macro level transformation.

Implication 4: Tackle the strongest institutions

Institutions have a tendency to structure as hibieal networks with institutionalized network
positions and routines for interaction. The stramgpestitutions, like professions, lie deepest and
are sheltered by more peripheral institutions. éanorder institutional dynamism usually has to
start with the outer layers before change in costitutions can be addressed. However, medical
professions have often thwarted healthcare refemae diffusion of new principles into practice
is not adopted within professions. Therefore, wigene institutions need to be altered, the
establishment of new interaction process and iagtig of spontaneous, endogenous change
could be the way to achieve successful change ti¢h engagement of professionals and
collective leadership.

Reaching consensus and implementing orchestration

Based on interviews, consensus or common undeistaddes not prevail in Finland among the
key decision makers in the healthcare service azgéans and related professional
organizations. Without knowledge of the correspngdipontaneous processes and capability to
understand configurations, processes and the éwolof value activities, it seems that little can
be done to harness the changes there.

Productive orchestration of changes in the Finmisalthcare network would thus seem to bear
resemblance to orchestration processes in othetextsnh The key processses are managing
knowledge (about relevant alternatives), monitotimg appropriation or legitimacy (of changes)

and ensuring network stability (cf. Dhanaraj andhRe, 2006). As in other contexts, the role of a
hub actor in performing these processes is vitalhé complex stakeholder context of the current
healthcare system, the identification, defining anthbowerment of hub actors is the first step in
coming up with an orchestration strategy.

Theoretical contributions

We propose that understanding the nature of uridgrigconomic ordering is a key issue in the
manageability discussion (cf. Parolini, 1999; Gasidal., 2002; Jarillo, 1988; Mdller et al.,
2005). Our key argument is that once the correspgrepontaneous ordering process is known,
orchestration seems more likely. In the case oftingare networks, we argue that once likely
outcomes (threats) of spontaneous ordering arerstodel, the orchestration of counter-measures
is possible.

In networks various reciprocal episodes of intéoactan intertwine or re-enforce each other by

their content or time frame, depending on the roles and subjective positions of actors
involved in the system of economic and socio-prditistructures and processes. Therefore, it is
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proposed that the range of actors’ relationships low they are managed as portfolios (e.g. as
cross-functional aggregates according to partidhlarapies or across service provision units) has
an impact on how influence is exerted and how adept to changing institutional environment
is received at the individual, organizational aetivork level.

Evolving network governance calls for the diffefatibn of marketing practices. In addition, it
calls for various managerial practices which argjextt to the ability to sense the governance
mode on the market sector in which one operatesthim study changes of institutional
environment and institutional disruptions openeed tietwork to new players and boosted the
competitiveness of the business. This developmeaiges the old patterns of co operations and
relationships. The network governance mode gainkehdike aspects: Relationships are more
competitive and price is a means of communicat8imultaneously, the hierarchical control and
authority of regulative and normative institutidesdecreasing, which gives rise to a new kind of
cooperation and reciprocal relationships.

In the focal study the empirical data indicatest tttee influence of the authorization and
acquisition mechanisms of the validating procedsaroe the co-evolutionary and interactive
nature of institutional change and the reinstinaiization by changing the nature of decision
making, trust and power -dependence of relatiossinipghe network. The data suggests that the
formalization and centralization of decision makimgs decreased as healthcare providers have
become more autonomous corporate bodies.

However, our data suggests that part of the qualitd dynamics of relationships can be
controlled by patterns of personal trust and/or goim a business network built on strong
institutional governance structures. Therefords iproposed that successful service providers
need to manage their interactive processes asoredhtp portfolios and build them on both types
(personal and system) of trust and power acrossoaaic and socio-political processes.

Trust and/or power are suggested to be central ammins which take on specific forms and
engage in specific relationships to each other.hBamn (2001) argues that while in a less
strongly regulated system, social actors, to eelagent, need to secure the effectiveness of the
co-ordination of their mutual expectations andriatéons on the basis of individual experiences
and resources, the same is neither necessarypronasing strategy when the business system is
built on a strong institutional framework of govante structures. In the first case, trust and
power are likely to appear as personal trust angepoBut, in the case of a strong institutional
environment the management of channels of influearad adaptation is subject to the actors’
ability to utilize both system and personal trust gower (i.e. Luhman, 1979; Zucker, 1986;
Giddens, 1990).

In line with previous literature, we argue that witigns play a vital part in understanding the
interplay of planned and spontaneous ordering.r@ctliconclusion from this is that research on
orchestration should integrate cognition as a eérdeterminant. The structural emphasis of
network analysis can be considered an advantageh&dormal modeling of relations calls for
reference to cultural and subjective aspects abmctDiMaggio (1992) argues, firstly, that
network analysis cannot do without a theory of@gta set of guiding assumptions about situated
actors’ orientations toward one another and theldvd@econdly, network analysis must take
account of the substance of cognition (i.e. ingtihal aspects of role systems, action-scripts and
typifications). It cannot dispense with data onoadttributes and attitudes, since outcomes of
institutional change are ultimately filtered thrbugctor cognitions.
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Finally, orchestration research should continue sftan different levels of analysis. As

spontaneous and planned processes permeate iostfitnetwork, organization and individual

levels, so should orchestration. The healthcartesys$s characterized by tight regulation and a
strong institutional order. They jointly define thpeoportions of trust and power, and their
governance over relationships (Bachmann, 2001)ewddtionary and interactive nature of

institutional change and reinstitutionalizationsliscefor understanding of the influence of

institutional processes (e.g. normative authoriratf activities according to socially acceptable
standards) at all levels of the system.
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FIGURE 1

New and recent trajectories of planned order and azhestration
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FIGURE 2
Organisation of health services in Finlande.g. OECD 2005)
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