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ABSTRACT 
 

 

Community-based care networks have become more prevalent in health and 

human services over the past twenty years (Rice 2001; Romzek and Johnston 2002; 

Smith and Smyth 1996; Provan and Milward 1995, 2001; Lynn 1996), spurred on by the 

twin trends to privatize substantial service delivery and decentralize social services to 

local communities.  Research has flourished to study how these networks operate and 

what types of performance outcomes result from their operation.  Within the field of 

public management, network research has evolved from a study of policy implementation 

to discussing types of networks, management skills, and even the impact of networking 

on broader agency goals.  While researchers who study interorganizational relationships 

provided new insights into the design of public networks (e.g., Goldsmith and  Eggers 

2004; Keast et al. 2004; Klijn and Koppenjan 2006) or suggested approaches to managing 

the coordination process in network-settings (e.g., Whetten 1981; Kickert et al. 1997; 

Lynn, Carolyn, and Hill 2001; Agranoff and McGuire 2003), their analysis has generally 

failed to capture empirically the dynamic processes of network development although 

there are exceptions (e.g., Ring and Van de Ven 1992; Romzek and Johnston, 2002; 

Agranoff and McGuire, 2003; and Mandell and Keast, 2008).  

 Through extensive fieldwork and using a variety of theoretical literatures, this 

study develops a framework of three stages of network development, using the example 

of community-based care (CBC) networks in Florida that deliver children’s welfare and 

protective services.  In Florida, the state Department of Children and Families has 

awarded contracts to formally designated lead agencies (including nonprofit, private and 

public sector agencies) in twenty two districts to coordinate and manage the delivery of 

services through service providers that contract with the lead agency.  This CBC network 

has existed since 1997 and thus a comparative case study assessment of that development 

process is timely and able to capture the dynamic development of the CBC networks. 
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 This dissertation builds a comprehensive framework for community-based 

network governance.  I posit that there are three orders of the network development 

process: Order One is network configuration; Order Two is network coordination, and 

Order Three is network self-regulation.  In the first sage—network configuration—the 

network managers focus on assessing the internal and external conditions of the potential 

network, and then selecting the best fitting network governance structure to fit those 

conditions.   Important conditions related to the external community include market 

competition and community resources, while the internal conditions include prior 

cooperation experience, resource dependence, and homophily.  Theoretical insights from 

population ecology and transaction cost economics are used in this framework. 

 In the second stage—network coordination—managers draw upon incentives and 

sanctions from theories of performance management, psychology, principal agency 

theory, social coordination, and stewardship theory to build strong coordination and 

performance mechanism so the network achieves is goals.  The third stage is called 

network self-regulation, and draws on social capital and public management theories for 

how lead agency managers involve middle managers, attend to network stability issues 

and bring all the service provider partners into a close working relationship to continue 

improving operations and strategic goal achievement.   The study answers three major 

questions that relate to the three order network governance framework: 

 

1. How does one understand and describe the three stages of network development, 

the network configuration order, the network coordination order, and the network 

self-regulation order as they are linked together in a CBC network system? 

2. What are the critical internal and external conditions of the CBC networks 

affecting network development direction as well as network configuration? What 

type of network configuration and what modes of network coordination are 

important for explaining how and why CBC network systems developed and are 

maintained over time? What relationships exist among these factors that impact 

the CBC network development over time? 

3. What network developmental strategies and managerial approaches are used to 

drive the network development process from one stage to another?  
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The dissertation finds empirical support for the three network development stages, 

and includes the development of twelve propositions that should be further tested 

through larger samples of networks and with different types of networks.  The case 

studies allow us to detail a variety of coordination activities that are crucial for the 

successful achievement of the second order network coordination stage and the 

subsequent development of the third order network self-regulation stage.  Finally, the 

dissertation develops two typical process frameworks called the linear development 

process, and the recursive development process, that describe the issues and 

tribulations that networks face depending on whether they begin with weak and/or 

strong internal and external conditions as they develop towards having both internal 

and external conditions strong which should result in the best functioning and 

performing community-based care networks. 

 
 



 

 

CHAPTER 1: 

INTRODUCTION  

 

Research Motivation 
 

Recently, the development and utilization of integrated community-based care 

(CBC) networks has become an important focus of public management scholars (Rice 

2001; Romzek and Johnston 2002; Smith and Smyth 1996; Provan and Milward 1995, 

2001; Lynn 1996; Provan et al. 2002). CBC network governance can provide a 

framework for understanding the growing connections between varied organizations that 

find themselves working together to implement public services. However, despite the 

progress made in understanding the networked model of community-based health and 

human service delivery, there is still a considerable discrepancy between the acclamation 

and attention network governance receives and the knowledge we have about the growth 

of network governance (O’Toole 1997a, 2000). To address this discrepancy, it is 

necessary to understand what the development process of network governance is, and 

what issues must be considered. Unfortunately, there is little agreement among public-

policy scholars or among public administrators about how CBC networks of health and 

human service organizations should be developed. In this dissertation I explore the 

development process of publicly funded, community-based care networks. I pay 

particular attention to how this development process is constrained by the initial 

conditions at the formation of CBC networks and influenced by the cooperation process 

that takes place subsequently, while acknowledging the difficulties inherent in such an 

evaluation effort. My framework focuses on the development processes of community-

based care networks within a three order network governance framework, that is 

generally progressively developed.  

The growing literature on the phenomenon of public networks suffers from an 

imbalance. The scientific discourse about publicly-funded networks has been dominated 

for a long time by static, or at best comparatively static, analyses. Few public network 

scholars have described and analyzed the development of networks over time. Most 
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researchers have focused either on explaining patterns of network formation (e.g. Graddy 

and Chen 2006; Provan and Kenis 2008) or on relating network outcomes to initial 

characteristics of the network or of its partners (e.g., Alter and Hage 1993; Mandell and 

Steelman 2003; Meyers 1993). Even the most clinically-oriented process studies (e.g., 

Provan and Milward 1995) have a strong deterministic bias where initial public network 

conditions and members’ characteristics define network outcomes. There is little in this 

work that suggests contingencies and multiple developmental approaches or considers the 

external factors within which the CBC network develops.  

While researchers who study interorganizational relationships provided new 

insights into the design of public networks (e.g., Goldsmith and  Eggers 2004; Keast et al. 

2004; Klijn and Koppenjan 2006) or suggested approaches to managing the coordination 

process in network-settings (e.g., Whetten 1981; Kickert et al. 1997; Lynn, Carolyn, and 

Hill 2001; Agranoff and McGuire 2003; Kenis and Provan 2006), their analysis remains 

at the level of conceptual development or cross-sectional analysis, and fails to capture 

empirically the dynamic processes of collaborative development (e.g., Gualti 1998; Alter 

and Hage 1993; Mandell et al. 2001; Ansell and Gash 2007; Flinders 2008). Most 

researchers focus on the determinants of cooperation and/or on the contractual or 

relational form of cooperation (Oliver 1990; Ring and Van de Ven 1992) or, 

occasionally, on outcomes, but with little attention to the process in which those 

outcomes arise (Provan and Milward 1995).  

This is highly problematic, as forming, organizing, managing, and terminating 

CBC networks are tasks that take place in time, and consume many resources, including 

time. The lack of dynamic theories is one reason why much public network research to 

date remains of little relevance to the practice of public network management. Evaluating 

networks thus constitutes a potentially important practice in the process of network 

management. If applied in a way which is sensitive towards processes of network 

development, evaluating networks could even help develop CBC networks.  Only Ring 

and Van de Ven (1994) developed an explicit model of the evolution of 

interorganizational networks. Recently Mandell and Keast (2008) have presented the 

development of stages of networks. Important questions still remain about the growth and 

development of interorganizational networks. This dissertation aims to contribute to a 
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more dynamic theoretical understanding of publicly funded networks in general, and 

CBC networks in particular, by looking at the linear or recursive process of network 

development.  

In recent years, the importance of network design, management, knowledge and 

learning is acknowledged by some scholars in terms of value maximization as well as 

cost minimization which represent cooperative advantages. In a study of knowledge 

management through four types of public networks, Agranoff (2008) argued that a host of 

collaborative activities such as mentoring and installing groupware, focused attention on 

the process of tacit-explicit knowledge that arose through operation of the network. 

Huxham (1996) made a similar point.  Mandell and Keast (2008) pointed to the 

importance of process variables in explaining performance in networks. Bruijin and 

Heuvelhof (1997) distinguished regulatory and financial instruments for first generation 

network governance and communicative instruments for second generation network 

governance. Human and Provan (2000) considered how learning processes influence the 

choice of mode of interorganizational cooperation. O’Toole, Hanf, and Hupe (1997) 

pointed to the role of managing activities in an increasingly wider range of strategies with 

which to achieve cooperation under conditions of conflict and disagreement through 

integrated service delivery networks at the local level.   

There has been considerable interest in uncovering some of the dynamic 

processes that underlie the development of community-based networks (Provan et al., 

2002). The varying evolutionary paths which alliances follow can have significant 

consequences on their performance (Doz 1996; Larson 1992; Hamel 1991; Ring and Van 

de Ven 1994). Ring and Van de Ven (1994) proposed a process model in which network 

evolution consists of a sequence of negotiation, commitment, and execution stages. Each 

of the stages comprises a number of interactions, the outcomes of which are assessed in 

terms of efficiency and equity. The model highlights the necessity of balancing formal 

and informal processes which, in practice, can easily lead to tensions and contradictions, 

hindering smooth network development or even leading to network failure. Doz (1996) 

has gained some prominence in the literature, emphasizing the importance of initial 

conditions as well as learning processes for network development. Initial conditions are 

found not only to be relevant per se, but also as they influence a number of critical 
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subsequent learning processes. The path from re-evaluation to readjustment is determined 

by a partner’s willingness to maintain a high level of commitment to the relationship, 

which itself dependent on the quality of the relationship.  

A recursive relationship between network management and network development 

becomes most obvious from a dynamic network perspective. Thus, understanding the 

evolution of networks can provide critical insights into how such networks can be better 

managed. Little systematic attention has been paid by researchers, however, to the 

unfolding of dynamic models of network development from researching the networked 

programs of community-based health and human services. This dissertation is clearly in 

the tradition of ‘opening the black box’ by considering how development processes in 

community-based care networks mediate between initial conditions and outcomes. Little 

research has examined how networks adjust their level, mode, and commitment to 

cooperation over time as a result of development processes endogenous to the 

cooperation process. Therefore we may need to offer insights into process descriptor 

dimensions of interorganizational cooperation. This topic is in need of grounded 

empirical research on networks in public administration and program implementation.  

When considering a community-based network it is useful to draw analogies with 

organic entities that grow and develop in nature. Just as we can observe in nature, the 

CBC network must receive energy on an ongoing basis so that it can grow from an 

offspring into a working adult entity. The initial CBC network entity needs stimuli so that 

it can grow and evolve. Implicit in comparing a CBC network with the birth and growth 

of a child is a need to see how the CBC network’s relationship with its parents changes 

over time – from total dependence in early childhood to eventually becoming an 

independent, free-standing adult.  

This dissertation focuses on three order network governance: Order one: network 

configuration, Order two: network coordination, and Order three: network self-regulation. 

The network configuration order governance approach focuses on matching internal 

conditions as well as market conditions and community conditions at the broadest level 

of analysis to the form of the overall network governance. Network coordination order 

governance assumes that the shape of the institution is exogenously determined by some 

statutory authority and analyzes the governance mechanism to highlight the structures of 
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formal arrangements or the social governance tools. Finally, third order of network self-

regulation governance highlights endogenous factors like trust. Trust produced by 

network interaction provides considerable explanatory power about network 

performance. Informal network characteristics (and personal relationships) are thus 

critical to third order network governance analysis. The three orders are developmental 

stages that move from the initiation of networks to their full functioning. The term "three 

order network governance" is used in this study to describe network stages, convey 

network management procedures, and describe the network development process.  

It is necessary to examine actual behaviors performed in networks and how 

management resources may be allocated differently within networks at different stages in 

network development. This study focuses on key external and internal conditions of 

networks as a means of illustrating the fluid nature of network development and 

management. A more exhaustive discussion of such internal and external conditions 

ultimately is needed to fully develop this three order network governance framework. 

Networks can be portrayed as responding to external constraints and internal 

interdependencies. From this perspective, the job of network management is to be 

responsive. Responsiveness means being aware of the various demands and constraints 

and then configuring network actions to take account of the most critical constraints and 

demands made by those on whom the network is most dependent for its growth (Benson 

1975). Any government manager charged with achieving a goal through network settings 

understands the most critical activities involve the following operations: identifying and 

working with the proper players and resources, keeping the players committed, defining 

the roles of the players, and facilitating effective interaction among the players. This 

study shows that a network manager’s key behavior is to provide guidance to managers 

operating in a complex and rapidly changing internal and external network environment. 

The first step in properly modeling network management is to identify specific behaviors 

undertaken by managers in different network developmental process situations. By 

shifting attention to the network development process stream, the three order framework 

has encouraged analysis of phenomena that transcend any given public network 

governance.  
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The three order framework has also permitted useful analysis of intangible 

performance that is less readily perceived from within the network governance 

framework. Perhaps the most important of these issues has been its focus on the relative 

maturity and development of networks. Mature networks have a seamless quality that 

allows information, resources, and clients to flow smoothly through agencies and 

programs that span the organizational field, which in turn augments the health and human 

services in a community (Provan and Milward 2001). Evaluating mature networks is to 

assess the strength of the relationships between and among network members, especially 

across the full network. During initial formation, the ties among member agencies will be 

tentative and calculated. The network is new, and agencies that have operated largely 

independently are getting used to working together. The three order framework can show 

how the three different perspectives among communities, networks, and organizations 

come to agreement within the network development process. The growing consensus 

among the three levels then contributes to network development.  

An important issue in CBC networks is the integration and coordination of 

community and organizational providers into service-delivery networks. CBC networks 

contain different network characteristics. First, the CBC networks have been a focus of 

community and network partnership as voluntary cooperation. This study defines 

community as the external conditions of networks. The external conditions of CBC 

networks include community resources, service market conditions, and community 

support. The CBC networks also mandate relationships between networks and service 

providers. This study views service provider organizations as internal conditions of 

networks. Internal conditions of the CBC networks include resource dependence, 

mission/goal consensus, trust, and similarities among service provider organizations. The 

pressure is to find ways to collaborate as the interdependence of a range of communities, 

networks, and organizations intensifies. This study addresses Order one, which is 

network configuration as a critical foundation in setting the structure of involvement in 

community and service provider organizations and in influencing the scope and focus of 

network coordination according to the form of network governance.    

The three order network governance model can provide a useful conceptual 

disaggregation of the complex and varied network development process into manageable 
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segments.  The framework can adequately describe and inform the practice of network 

management, and help understand how management resources may be allocated 

differently within networks at different network development stages. In the midst of 

remarkable increases in the quality and quantity of research in public network 

management, a story of life of a public network manager can be uncovered. Three order 

network governance framework integrates several research approaches in network 

management including these three components: (1) a description of the behavior chosen 

by the network managers; (2) an explanation of the reasons managers make such choices; 

and (3) an evaluation of these choices. For example, Agranoff and McGuire (2001a) lay 

out four types of management models--top-down approach, donor-recipient approach, 

jurisdiction-based approach, and network approach-- in which managers must operate by 

taking into account multiple interacting governments and non-governmental 

organizations. McGuire (2002) argues for the fluidity of network management. He 

suggests there are four basic management skills in network settings—activating, framing, 

mobilizing, and synthesizing. Kickert and Koppenjan (1997) argue that managerial 

strategies occur in the process of both game management and network structuring. Game 

management involves activating the networks by deciding who should be involved and 

who should not, arranging interactions, brokering to match problems and solutions with 

network members, facilitating interactions, and mediation and arbitration. Network 

structuring involves influencing values and perceptions, mobilizing new coalitions, and 

managing by chaos.        

Strategic public network management research is flourishing. A great deal of 

attention is being paid to the process (McGuire 2002, 2006). The three order framework 

in this study emerges from a synthesis of much of the literature on public network 

management, and from the extensive field work the author has used to gather information 

on the CBC network development process in Florida. Each order demands the unique 

skills of collaborative public network management. Many of the unique skills that 

managers need to operate successfully in network settings are inherent in the network 

development process. For example, McGuire (2002) suggests that linear strategies and 

recursive strategies are both necessary in the general process of managing a network. He 

argues that the different strategies use different managerial skills. Linear strategies can 
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apply to a network with shared program goals and relatively clear operating objectives. 

The network must build short-term linkages among network participants at the network 

level. By contrast, network managers employ recursive strategies in network 

environments, where immediate goal achievement is difficult or impossible due to the 

lack of goal consensus. The network must build long-term linkages within a community-

centered and network-level integrative process.  

  

Research Questions 

 

The main purpose of this dissertation is to build a comprehensive framework for 

community-based network governance. This dissertation (a) suggests a framework for 

viewing the development of CBC network as three stages, (b) operatically defines the 

dimensions in terms of network configuration order, network coordination order, and 

network self-regulation order, and (c) presents propositions to describe how and why 

CBC networks develop and are maintained over time. Thus, this dissertation attempts to 

answer the following questions that are both practical and theoretical. To demonstrate the 

different developmental patterns of network development, we will apply this 

comprehensive three order governance framework to an exploratory and in-depth case 

study of three Florida CBC networks designed to handle children’s welfare services.  

 

1. How does one understand and describe the three stages of network development, 

the network configuration order, the network coordination order, and the network 

self-regulation order as they are linked together in a CBC network system? 

2. What are the critical internal and external conditions of the CBC networks 

affecting network development direction as well as network configuration? What 

type of network configuration and what modes of network coordination are 

important for explaining how and why CBC network systems developed and are 

maintained over time? What relationships exist among these factors that impact 

the CBC network development over time? 

3. What network developmental strategies and managerial approaches are used to 

drive the network development process from one stage to another?  
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This dissertation intends to generate descriptive accuracy in its positing of a sequence 

of CBC network governance stages starting with network configuration and passing 

through network coordination and network self-regulation. More broadly, this 

dissertation aims to suggest research propositions as a clear basis for confirmation, 

alteration, or elaboration of the three order network governance framework through 

empirical hypothesis testing. These research propositions then explain the ambitions, 

consequences, and trajectories in the network development process.  

 

Why Apply to Community-Based Care (CBC) Network 

 

Empirical studies of systematic network research and its effectiveness are scare 

since it is difficult to find research settings that meet the preconditions for the method and 

potential success factors. Kickert and Koppenjan (1997: 53-58) mentioned the following 

preconditions: the number of actors, diversity within networks, the closed nature of 

networks, conflict of interest, political and social contexts, the power of leadership and 

commitment, and the costs of network management. Based on the community-care 

networks for children’s protection services that this dissertation has studied, there seems 

to be a good case that the Florida CBC studied meets the preconditions of mature and 

complex CBC networks. This dissertation assumes that the Florida CBC networks meet 

the preconditions described above. 

We live in ‘a centerless society’ (Luhmann 1982). Community can limit the 

centerless society. While the concept of “community” is difficult to define with any 

precision, Provan and Milward (2001; 416) define community as the local area that is 

served by a network. These areas seldom coincide precisely with the boundaries of a 

municipality. Rather, community areas are designed to provide public services such as 

child protection. Each community includes a variety of stakeholders, and there are 

inherent tensions across the community-level, network level, and organizational level and 

with the effectiveness of measures valued by each group (Provan and Milward 2001). 

The task of a network is to achieve the goal of a network while considering the broader 

needs of the community and the narrower needs of the network’s organizations.  
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There are various views of networks. Provan and Milward (1991) viewed 

networks as linkages among separate organizations. Burt (1980) defined networks as 

relations among separate organizations, and relations within a system of actors. Some 

other researchers defined networks as structures of interdependence involving multiple 

organizations or parts there of, where one unit is not merely the formal subordinate of the 

others in some larger hierarchical arrangement (O’Toole 1997b; Agranoff and McGuire 

1998; Mandell 1988). Governance generally refers to the means of achieving direction, 

control, and coordination of wholly or partially autonomous individuals or organizations 

on behalf of interests to which they jointly contribute (Lynn et. al. 2000).  Governance, as 

a product of legislative action, comprises structures and processes guiding administrative 

activity that creates constraints and controls (both ex ante and ex post) and that confers or 

allows autonomy and discretion on the part of administrative actors, all toward fulfilling 

the purposes of the enacting coalition (Lynn et al. 2000).  Network governance involves a 

select, persistent, and structural set of autonomous organizations engaged in creating 

products or services based on implicit and open-ended contracts that adapt to 

environmental contingencies and coordinate and safeguard exchanges.  

Based on this definition, networks may have their own structural, interactional, 

and managerial characteristics. The definition implies that individual networks pursue 

their own goals or objectives that are shared among network participants even though 

network participants do not always recognize them or agree about them. Community-

based care networks have three network characteristics: mandated network arrangements, 

self-organizing networks, and a lead agency system (Alexander 1995; Provan and 

Milward 2001). That indicates that CBC networks may be managed either horizontally or 

vertically according to management strategy.1  

Vertical management based on mandated network arrangements is a common 

form of CBC care integration. It can be defined as the coordination or linkage between 

state/local agencies and leading agencies or leading agencies and service providers that 

are at different stages in the production process of their programs and services.  In this 

dissertation, it would be children’s welfare services. The Florida Department of Children 

                                                 
1 The term strategy is best used to describe what O’Toole and Meier (1999) refer to as the whole set of 
behaviors related to management.  
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and Families (DCF) contracts with lead agencies in each of the 22 DCF districts to 

manage children’s welfare services. The CBC governance system currently uses a three-

tiered process for quality assurance and oversight in which the central office (DCF), DCF 

zone offices/DCF districts, and lead agencies each have responsibilities. Tier 1 is 

conducted by lead agencies, which are required to monitor their direct service units to 

assess direct service delivery. Tier 2 is conducted by the DCF zone or DCF districts 

employees, who are required to monitor lead agencies. Tier 3 is conducted by the DCF’s 

central office, which is responsible for validating district monitoring activities and 

identifying the best practices. DCF is redesigning its quality assurance and oversight 

system to give lead agencies a larger role since the Department has lacked an effective 

method for monitoring the ongoing viability of contracted agencies. Lead agencies are 

key entities in the community care system and are responsible for managing child welfare 

services in their areas.  

Horizontal management based on a self-organizing network refers to the 

cooperation of functions and activities among contracted service providers that are 

delivering services in specific CBC areas. Contracted community providers provide 

services related to foster care, adoption, family preservation, substance abuse services, 

mental health services, and emergency shelter services. A provider network represents 

the most critical and primary type of interagency relationship managed by the CBC lead 

agency. Overall, six models of formal provider network structures have been used to 

visually depict the provider network.2 As of December 2005, the total number of service 

providers (subcontractors) is 500 subcontractors, including 64 subcontracts with case 

management organizations.3 They consisted of non-profit organizations.  

The mechanism of governance in CBC networks takes the form of a dominant 

central agency. As of October 2006, the DCF had entered into 22 services contracts with 

                                                 
2 Service providers’ relationships to the lead agencies include the following structure: (1) a provider 
structure that maintains a lead agency comprised of partner organizations; (2) a provider structure that 
answers to a parent organization; (3) a more traditional provider model that excludes parent/partner 
organizations; (4) a model that depicts the use of service centers in the provider structures; (5) a provider 
model that involves a lead agency that is run by a county government; and (6) a provider model in which a 
lead agency retains case management services (see, Armstrong et. al. 2004, 2005, 2006b). 
3 The number of subcontractors does not include rate agreements. Rate agreements are contracts that 
provide for a unit of service and a unit cost but do not specify the quantity to be purchased. Such contracts 
are typically for individualized services, yet may exceed $1 million (OPPAGA 2005). 
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20 lead agencies that provide child protection services including family preservation, 

emergency shelter, foster care, and adoption services. The lead agency used its state-

authorized powers. Lead agencies are community-based lead non-profit organizations 

except for two county governments (OPPAGA 2006). The lead agency system assumes 

lead agencies take greater responsibility for case planning, selecting sub-contractors and 

providing needed services. Lead agencies ensure that services are delivered in accordance 

with state and federal laws, coordinate with other local public or private agencies that 

offer services for clients, control sub-contractors by allocating or reallocating their duties 

and standards of performance in their contracts, and then regularly auditing. The complex 

interorganizational, intersectoral, and intergovernmental context of lead agencies provide 

an opportunity for a lead agency to strategically and collaboratively pursue its political 

and economic objectives (Armstrong et al. 2004). 

The CBC governance system is quite decentralized and flexible, with discretion 

about many contracting decisions in the hands of lead agencies that develop a contract or 

informal relationship with the sub-contractors. In sum, like a range of intergovemental 

programs in the U.S. federal system, CBC network settings deserve systematic analytical 

attention because community-based care network governance consists of network 

structures, administrative processes, managerial actions, and systems of rules. In this 

context, CBC network settings will be suitable to test my comprehensive framework of 

the development processes of network governance in terms of comparative analysis.  

Florida is a leading pioneer in the United States in the quiet revolution of child 

welfare reform. However, there is little independent research and assessment on this 

reform though tremendous interest exists nationwide. This dissertation, based on the 

comprehensive framework for the growth of CBC networks, makes the network manager 

identify and activate the potential and appropriate participants, frame the value and 

contexts of the network, mobilize the participants toward network purpose and strategies, 

and synthesize or facilitate the service providers toward effective interaction. In addition 

key stakeholders within networks (local politicians, lead agencies, smaller service 

providers and community organizations) can gain a coherent framework for identifying 

the conditions under which network governance structure, power bases, or governance 
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tools are likely to influence the costs of transacting exchanges and performance across 

the three levels of CBC networks.  

 

Organization of the Dissertation 

 

The dissertation consists of eight chapters. After this introduction, Chapter two is 

a literature review of the network literature, based on key issues such as 1) performance 

of networks, and 2) reasons for network formation or use, 3) structural issues/decisions 

regarding networks, and 4) the role of the government in government-funded networks, 

especially CBC networks and the role of managers. Chapter three focuses on a more 

detailed explanation of the three orders of network governance. Chapter four compares 

the three orders according to key research questions, including the focus/level of 

management practice, governance mechanisms in use, and intellectual theories from 

political science, economics, and other disciplines. Chapter five outlines methods and 

procedures that will be employed to carry out the study. Chapter six offers a description 

of the development of the three orders of governance by using examples from the three 

CBC networks that were included in my extensive interviews and survey. Chapter seven 

develops research propositions that should be tested on a larger scale and in more diverse 

types of networks. Chapter eight presents a short summary conclusions, limitations, and 

directions for future study.  
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CHAPTER 2: 

REVIEW OF KEY ISSUES IN  

THE NETWORK GOVERNANCE 
 
 

This literature review shows that conceptual research on network governance 

tends to study four key issues which identify pressing public network governance 

questions. How do networks emerge? How should we evaluate network performance? 

Why do networks result in specific structural tensions? What should network managers 

do to make networks more efficient? A brief review of the theoretical frameworks that 

can be used to address these issues in the broadest sense, including elements of the 

three orders of network development is presented in chapter two. We cover issues and 

answers that can equip practitioner as well as researchers with a comprehensive insight 

for diagnosing network problems and network growth.  

 

Reasons for Network Formation or Use 

 

A network model of community-based health and human services is an innovative 

mechanism for addressing complex problems. Basically, a network formation is a legal 

and mandatory requirement by state legislation and by contracts in order to deal with a 

problem that extends across local government boundaries. Various mandatory 

community-based care networks have been formed and utilized. These include child 

protection services (Kim and Berry 2008), mental health service networks (Alter and 

Hage 1993; Provan and Milward 1995), and workforce development networks (Jennings 

and Ewalt 1998; Choi 2005), aged service networks (Bolland and Wilson 1994).  A 

voluntary agreement between two or more organizations is like a community health 

partnership (Mitchell and Shortell 2000; Kreuter and Lezin 1998). Community health 

partnerships are defined as voluntary collaborations of diverse community organizations, 

which have joined forces in order to pursue a shared interest in improving community 

health. In this dissertation, instead the focus is on collaborative networks that provide 
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public services imposed by statute and designed and created by a hierarchical 

coordinating agency. Conceptual insights on network formation or use are offered by 

many existing theories in the fields of resource dependence, ecology, strategic 

management, and transaction costs.   

 

Resource Dependence  

Alter and Hage (1993) argue that collaborative action depends on the perceived 

need for collaboration and organizations’ willingness to collaborate. The two concepts of 

perceived need and organizational willingness constitute central themes in resource 

dependence and interorganizational relations theories. Resource dependence seeks to 

explain interorganizational cooperation in terms of critical resources which an 

organization must have in order to survive and function. As an open-system theory, the 

resource dependence argument suggests that a given organization will respond to and 

become dependent on those organizations or entities that control resources which are both 

critical to its operations and over which it have limited control (Peffer and Salanic 2003). 

An exchange perspective suggests that organizations enter partnerships when they 

perceive critical strategic interdependence (Levine & White 1961) which will work to an 

agency’s advantage. It seems reasonable to assume that interests include not only 

material and political advantages but also symbolic ones, related to reputation, prestige, 

and legitimacy (Hardy and Phillips 1998).  

 

Strategic Management  

In addition to the dimensions of perceived need and willingness to collaborative, 

this study draws on the strategic management perspective. Strategic management 

emphasizes the capability of organizations to respond to changes in their environment 

and to engage in collaborative relations with others (Auster 1994). Such capabilities 

include financial and human resources, specific technical competencies, and underlying 

capabilities like information systems. An organization’s linkages are important in 

considering the competitive benefits to be gained in position and profitability that 

influence relationship formation (Shortell and Zajac 1990).  
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Population Ecology  

The ecological perspective focuses on the historical structure and configuration of 

organizations in a community because these reflect the values of community 

stakeholders. The perspective is rooted in a combination of sociology and biology 

(Auster 1994). The ecological perspective tends to see that agencies build coalitions 

adapted to and acted upon by the larger environment (Aldrich 1979). This model equates 

organizations with organisms in an ecological environment and explains that 

organizations poorly matched to environmental conditions will die off just as biological 

organisms adapting poorly to changing environmental conditions will perish. The 

analysis of interorganizational linkage from this perspective tends to identify the 

importance of building coalitions that are viewed as credible and legitimate by the 

community. The conjunction of certain conditions in the structure and nature of external 

environments makes CBC networks more likely at some periods of economic and 

political history than at others.  

 

Public Finance Economics  

Public finance economics addresses organizational willingness to collaborate 

based on the nature of the service or activity that organizations seek to produce. In this 

economic view, public-private collaboration is a form of collective action in which 

otherwise independent organizations join forces in pursuit of a common objective (Olson 

1965). Such collective action will occur when the net benefits of collaboration exceed 

those of independent, purely private, activity. Collaboration is also more likely when the 

joint efforts of organizations to produce a service are more efficient or effective than 

independent action by individual organizations.  

 

Transaction Cost Economics (TCE)  

The transaction cost approach also draws primarily upon economics to explain the 

formation of networks. The transaction cost perspective on network formation asserts that 

transactions between organizations are organized so as to economize on bounded 

rationality while simultaneously safeguarding firms against the hazards of opportunism 

(Williamson 1985). This strain in the research has primarily been interested in examining 
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how organizational characteristics such as asset specificity, uncertainty, asymmetric 

information, and difficult to measure performance affect the bargaining, information, and 

enforcement costs associated with different modes of network governance.  TCE raises 

the following question: Is it true that complex economic transactions are only resolved by 

internalization within a hierarchical structure? There are two reasons why the answer is 

yes. The first reason is bounded rationality, the inability of economic actors to anticipate 

properly the complex chain of contingencies that might be relevant to long term 

contracts. When transactions are internalized, it is not necessary to anticipate all such 

contingencies; they can be handled within the firm’s governance structure instead of 

leading to complex negotiations with external organizations. The second reason is 

opportunism, the rational pursuit by economic actors of their own advantage including 

guile and deceit. Opportunism is constrained and mitigated by authority relations and by 

the greater identification with transactional partners that one allegedly has when both are 

contained within one corporate entity than when they face one another across the chasm 

of a market boundary. 

As seen above, the CBC contract is in higher-risk service areas. Like other human 

service contracts, the CBC contracts for child protection services may generate very little 

cost savings, yet carries important problems associated with market monopolization and 

difficult measurement of service outcomes and outputs due to high asset specificity, high 

uncertainty, incomplete information, and difficult performance measurement (Slyke 

2003; Brwon and Potoski 2005; Smith and Lipsky 1993).  However, governments 

sometimes have little choice but to contract for human services in today’s climate which 

often views direct delivery of services by government workers as inefficient and not the 

ideal way to deliver services. Under pressure to do more with less, governments across 

the country have moved from direct service provision to providing service by contract.4 

Experts have observed a huge upsurge in contracting for services at all levels of 

government during the last three decades (Sabas 1987, 2000; Osborne and Gabler 1993; 

Kettle 1993; Kelman 2002). Every year, hundreds of billions of dollars in services are 

contracted out to for-profit and non-profit providers. Moreover, the contracting trend is 

                                                 
4 A range of factors influences the use of contracting as an alternative to in-house produciton, including 
fiscal pressures, annexation restrictions, political forces, bureaucratic routines, and market conditions 
(Benton and Menzel 1992).  
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not a fad that is likely to dissipate in the foreseeable future. These developments have 

created a significant demand for research on the topic of contract management and 

contracting performance.  

 

Network Performance 

 

Several issues are involved in the problem of ascertaining network performance. 

First, regarding network performance, Berry, Brower, and colleagues (2004) argue that 

research on network performance as a dependent variable has not been as extensive as 

the research examining networks as an independent variable to explain policy 

outcomes, policy changes, and service effectiveness. The primary theoretical 

background of network performance is based on organizational performance. 

Organizational performance is hard to measure in the public service sector with its 

multiple constituencies. Boschken (1994, 308) says most of the literature on 

organizational performance is disappointing. For the past forty years, organizational 

effectiveness has mainly been used to assess organizational performance or outcomes. 

In addition, theories about organizational effectiveness have been criticized for their 

inability to explain the dynamics or interactions of interorganizational relationships. 

Brewer and Selden (2000, 689) proposed a measure of organizational performance 

based on the perceptions of the organization’s members. Traditionally, objective data 

have been preferred for evaluating performance. Objective data have been seen as less 

biased but such measures are not always available, especially in public networks. When 

objective performance data are not available, subjective (i.e., perceptional) performance 

measures may be a reasonable alternative (Schmid 2002). Although there is always 

some doubt cast upon self-reported and perceptual measures of performance, there is 

evidence of a high correlation between perceptual and objective measures at the 

organizational level (Powell 1992).  

Second, the main function of a network is to link members and their resources, 

facilitate joint actions and learning and, in doing so, leverage from these collective 

interactions an ability to respond to issues in new and innovative ways. The core 

business of a network is then centered on developing relationships and processes to 
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facilitate effective interactions. However, proof of the achievement of these outcomes is 

often intangible, and difficult to catalogue. Bosckhen (1994) developed constituency-

grounded measures of performance in which constituencies and performance are 

classified into organization-centered and social program-centered categories. Epstein 

(1992) suggested that, for measuring performance in a public service organization, we 

need to look not only inward to its own operations but also outward to the public. A 

comprehensive picture of the performance of a public service organization can be used 

to achieve external accountability as well as internal accountability for public service 

performance. Thus, performance in the CBC networks can be divided into internal and 

external objective performance and subjective performance, and we can use three 

commonly specified performance-based values: efficiency, effectiveness, and fairness. 

Third, not all networks are alike in structure or in purpose. Indeed, network 

arrangements are highly complex in terms of their purpose, structural arrangements, 

and underpinning relationships. Provan and Milward (1995) assessed client outcomes in 

two different ways in community mental health networks as a measure of network 

performance: one factor related to the overall client’s quality of life including various 

economic, social, and daily living services, while a second factor consisted of their 

psychopathology and physiological status. Extending Provan and Milward’s (1995) 

assessment ideas on network performance, Ahuja (1995) employed the collective 

effectiveness of organizational network participants as a network performance.5 She 

used both perceptional and objective data to measure network performance in order to 

overcome the limitations of using any one type of performance data alone.6 Network 

members’ satisfaction is used as a perceptual measure and individual members’ 

publications (productivity) is used as an objective output measure. Agranoff (2008) 

distinguished broadly between tangible performance and intangible performance.  

 

 

                                                 
5 Collective effectiveness is more consequential than the effectiveness of individual organizations. In 
network settings where several separate organizations collaborate, it is understandable that each 
organization is effective on its own while the collaborative effort among them is not effective (Ahuja 1995: 
30). 
6 Ahuja (1995) argued that “perceptional data is liable to subjective bias whereas objective measures of 
performance may not reflect the satisfaction of the group members with the tasks. Satisfaction of group 
members with the process is an important indication of effectivenss” (pp. 37-38).  
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Tangible Performance  

Tangible performance focuses on the extent to which the goals expressed in the 

network founder‘s objectives for the network are met. Tangible performance is 

therefore defined as the extent to which the objectives that each network founder has in 

forming a network are realized in practice. Quantifiable or objective measures of public 

network success and failure are found in the academic literature. Meier and O’Toole 

(2001) used program output as a measure of educational performance to assess the 

effectiveness of schools and school districts.7 This measure of network performance 

does not reflect other stakeholders’ satisfaction among network settings. Agranoff and 

McGuire (2001) raised a fundamental question on network performance accountability. 

“How do we know if a network is shirking its responsibility if we don’t know what the 

network is doing or how well it is doing it?” (p. 311). His argument highlighted both 

outcomes and outputs concerning network performance in order to estimate how 

accountable a particular network is to its stakeholders and for achievement of its stated 

goals. Most of these performance measures involve measures of input, output, and 

outcomes.  

In this sense, I propose that network studies need collectively to ask how 

network performance is measured for readers to make sense of this confusing body of 

literature. Based on this context, it would be best to operational definitions and 

measures of network performance in order to avoid confusing misuse and 

misinterpretation. For this study, a Community-Based Care (CBC) network is defined 

operationally as a network composed of different groups (i.e., service providers, leading 

agencies, community representatives/organizations, and state/local public agencies) to 

provide child protection service defined by the 1996 Florida Legislature that mandated 

the privatization of child welfare services in Florida. Network performance is measured 

using a set of metrics including program outcomes, fairness, and perceived satisfaction 

of clients to overcome efficiency-related narrow measures of performance, which can 

produce misleading conclusions about network performance. This clear operational 

measure overcomes the problem, described above, that network performance, as a 

                                                 
7 Meier and O’Toole (2001) measured program performance as the percentage of students in each school 
district who pass state required, standardized reading, writing, and mathematics tests each year. 
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dependent variable, has not been defined as one dimension and has a confusing variety 

of measures.  

 

Limitations of Tangible Performance Measures 

Flynn et al. (1995) argue tangible performance indicators focusing on end 

products and outcomes such as the volume of services, unit costs, changes in client 

behavior or service completion can be crude, unreliable, spurious and meaningless. 

These authors suggest that tangible performance measures, by themselves, are unlikely 

to provide any useful assessment of service delivery that is based on a network mode. 

In particular, tangible performance measures ignore a number of factors related to the 

function and evaluation of networks (Jennings and Ewalt 1998). Second is the need to 

understand interaction at a number of different levels of operation. This is closely 

related to understanding the effectiveness of networks from the perspective of the many 

different stakeholders involved in these efforts. As community-based networks of 

health and human service organizations can produce broad outcomes for multiple 

stakeholders, it is argued that effectiveness must similarly be assessed through 

alternative means that allow for not only the identification and tracking of shifts in 

relationships and hidden benefits and outcomes but also the different experiences of 

stakeholders at three broad levels: community, network, and organization/participant 

levels (Provan and Milward 2001).  Provan and Milward (2001) argue that as members 

possess both tacit and explicit information, member perceptions of network 

effectiveness are the best measures of assessing network outcomes. Third, the literature 

on networks makes it clear that participants go through a number of different stages of 

development. For networks, building relationships is of the utmost importance; 

therefore, the initial period in which this is done is critical to establishing whether a 

program will or will not be effective. Unless relationships are established, the 

development of the network will not be able to continue. Once an initial base of 

relations is accomplished, the work of the network that must be done begins (Sydow 

2004). In the final stage of development collective tasks must be accomplished. In order 

to be judged effective, therefore, performance measures must be developed which will 

capture all of these stages of development (Sydow 2004).  
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Intangible Performance  

Recently some researchers argue that several issues are involved in the problem 

of ascertaining the effectiveness of networks based on determination measures 

(Agranoff 2008; Mandell and Keast 2008; Dundon 2002). Determination measures tend 

to ignore the predominately relational operating system of networks. Certainly the 

tangible perspective of network performance is relevant to the issues of performance 

and success or failure of the network, but a static model in which transactional 

conditions at the outset are assumed to drive outcomes many years later is both unlikely 

and/or out of date. The second issue focuses on the network unit itself and takes as its 

criterion the health of the network in respect of its viability as an operational system. 

Chisholm (1989) found that informal channels, networks and norms have an impact on 

the effectiveness of service coordination. In another study by Grubb and McDonell 

(1996) on service providers in eight communities it was discovered that effective 

coordination was attained largely through well defined, but informal systems. Finally, 

O’Toole (1997) made the point that the success of networks relies, to a great extent, on 

maintaining relationships that facilitate cooperative action. A key finding of these 

studies is also the need to measure effectiveness, not just from tangible level of 

analysis, but at intangible levels. 

The intangible perspective is paid close attention to in dynamic network 

processes. Dynamic and evolutionary models of networks that focus on knowledge 

resources and capabilities and the potential learning and adaptation in networks suggest 

that transactions are not single points in time, but rather are processes (Doz 1996). As a 

consequence, both internal and external conditions and their effects on performance 

change over time. The intangible performance perspective on networks would suggest 

that any networks which persist for an extended period of time will develop new 

routines and capabilities for managing network processes as well as for service 

provision. Likewise, network managers will develop capabilities for network formation 

(member selection, negotiation, structuring etc.) and management (financing, 

monitoring, member relations, negotiations and re-negotiations, joint decision making, 

relationship-buildings, and so forth) both in general and with respect to their specific 

networks and network participants. This perspective reflects both evolutionary 
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economic theory and organizational learning theory. That is, new routines and 

capabilities will evolve out of the old as variation, selection, and retention act on the 

development processes of the network system – an evolutionary system driven by 

performance. At the same time, participants involved in networks will engage in 

learning activities, including internal development, the inward transfer of management 

systems and practices. Through these active and evolutionary processes, network 

members will develop new competencies at operating networks and networks will gain 

new competencies at operating their networks.  

Empirical evidence for the role of intangible performance in driving network 

performance has likewise evolved over recent years. Three aspects of learning/trust 

have been noted as likely to enhance the chances of a network’s success. The first is 

learning/trust from previous experience. Several pieces of research have shown that 

previous experience is an important, if not the most important, factor in predicting 

successful processes in subsequent cooperation (Gulati 1995). The second aspect is 

network formation learning. This takes place in the process of seeking and negotiating 

terms with new members. The more care that potential members take to learn about 

each other and to assess their suitability, the greater the chance that the network will be 

based on a sound strategic, resource and cultural fit (Goldsmith and Egger 2004). The 

third aspect of learning is operational in the implementation and development of the 

network. The duration of the network is connected to operational learning in that a 

longer operational history affords more time to establish sound processes and 

relationships (Provan and Milward 2006).  

This intangible perspective suggests that network members develop capabilities 

from previous experience, during network design and during network management 

(both ongoing processes). Exactly what these capabilities are is less clear. Some authors 

suggest that incremental learning in an evolutionary setting builds superior routines. 

Others expand the concept into higher order learning and the development of 

generalized combined capabilities or architectural competences in organizing various 

activities (Goldsmith and Eggers 2004).  
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Evaluating Performance at the Stages of Network Development 

I argue that there is a need to evaluate network performance at different points 

in time. It is clear from the literature that networks are not static entities, but are 

dynamic and changing. Lowndes and Skelcher (1998) demonstrated how the 

governance modes in these new inter-organizational arrangements shifted according to 

various stages in the lifecycle. Sydow (2004) has tried to capture these dynamics by 

looking at longitudinal studies of networks. Together these studies have demonstrated 

that networks go through a number of different stages of development that require a 

different focus and produce different intangible results. The primary focus is the 

changes that occur over time at the network level. In turn, these changes will have an 

impact on both the environmental and operational levels and are therefore of major 

concern in determining the performance of the network.  

Each type of performance has its own distinct bases. Tangible performance is 

expressed in claims about the relative efficiency and productiveness, either of 

collaborative working in general, or of collaborative efforts in particular. The tangible 

performance may be a reason for the selection or emergence of collaboration. 

Intangible performance helps to explain and promote the continuation or sustainability 

of collaboration. Dundon (2002) concludes that innovation process networks can 

enhance teamwork, reduce boundaries, and promote the innovative spirit at the 

operational level. These nonlinear processes require high degrees of flexibility to 

accommodate changes, tracking and reporting. Total network performance depends 

upon the effectiveness of all tangible and intangible performance. The linked nature of 

networks, their strength of relations, and the quality of participation, level of 

commitment and shared action provides the basis of network working. This does not 

occur by itself. Action must be undertaken by the network managers and network 

members to put in place processes that make connections and facilitate relations, foster 

collective working approaches and shared resources. Evaluation in this context 

therefore should focus on examining the processes and mechanisms for fostering trust 

based relations, tracking the levels of participation and engagement, and assessing the 

interrelationships between commitment, contributions, and benefits. Such an emphasis 

shifts attention from the tangible performance of networks to the more intangible.  
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Structural Issues/Decisions Regarding Networks 

 

From a comprehensive network governance research standpoint, CBC networks 

can be understood by looking at the sequence of events in networks. This sequencing 

includes the decisions to enter a network, the choice of an appropriate member, the 

choice of structure of the network, and the dynamic evolution of the networks as the 

relationship develops over time. While, all networks may not necessarily progress 

through the same sequences of events, nonetheless, the decisions involved constitute 

some of the key structural issues that arise in network governance. Network managers 

must come up with several strategic decisions to solve tensions in networks along with 

stages of network development, and research must discover the set of managerial 

decision rules that network managers currently follow in their quest for network 

governance. What does a network manager do when trust is lacking among the actors? 

What does a network manager do when the goals of the network actors are conflicting? 

What are the best mechanisms to improve decision making in the network, or to increase 

performance, or to address a slacker in the network? Broadly, it identifies three order 

tensions in network governance from a strategic decision standpoint.   

 

First Order Tension  

There are generic factors – the nature of the memberships, mutual trust, the role of 

the network founder, the economic and social climate and so on – which will affect the 

success of any public networks. What does not seem possible, however, is to specify, 

generically, the way in which such factors should be interpreted. Rather, this will usually 

be a matter of balancing the tensions surrounding each factor in the specific network 

circumstance (Provan and Kenis 2008; Schuman 1996). In situations where the climate is 

unfavorable, collaboration could still be pursued if at least one of the organizations feels 

strongly enough that there would be value in doing so. In this tension in network settings, 

there would be one side of a tension in favor of not collaborating at all and another in 

favor of doing so. Balancing the tension would involve deciding not only whether to 

collaborate, but also, what forms of collaboration would be appropriate. This would 

probably involve an exploration of how, if any, the unfavorable environment could be 
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managed. It would therefore seem valuable to include in the process a way of 

highlighting what the important tensions are likely to be. Although basic tensions apply 

to all modes of network governance, the unique properties of each network governance 

form means that they differ with respect to which tensions are most likely, and whether 

the values of those dimensions are positive or negative. How these tensions are managed 

will be critical for effective network arrangements. The tensions which affect success in 

network governance include: efficiency versus inclusiveness; internal versus external 

legitimacy; and flexibility versus stability. Each has been shown in the network literature 

to be an inherent and critical aspect of network life that network members must deal with 

(Provan and Kenis 2008).  

 

Second Order Tension 

Network arrangements are widely regarded as critical for successful network 

management and performance of networked program because network members are held 

accountable for their actions and decisions. Network mangers operating within different 

network governance forms must recognize and respond to four basic tensions that are 

inherent in network arrangements: extent of network arrangements; focus of network 

arrangements; network arrangement mechanisms; and levels of network arrangements. 

Network managers can exercise different degrees of coordination over their networks 

rather than having either total coordination or no coordination. The extent of network 

arrangements triggers several features which are of practical significance. One is that 

network arrangements apply to a range of activities and decisions. The implication is that 

it is possible for network managers to achieve comparable levels of control over a 

network on the basis of different control activities. Consideration of the extent of 

control/coordination also draws attention to the danger of over-coordination. The attempt 

to exercise more coordination than is necessary will not only incur additional direct costs 

but also may threaten the quality of the network manager’s relations with its members.  

The network managers tend to seek coordination over strategically important 

activities rather than over whole networks. The tension of focus in network arrangements 

generates the notion of the network manager using resources in a parsimonious and 

contingent way to coordinate CBC networks. There are two levels of coordination in 
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networks: strategic coordination and operational coordination. The ability that network 

members have to exercise power within their networks derives primarily from 

coordination at the strategic level. This level of coordination allows them to deploy the 

capital and technology they provide to the networks. The second level of coordination, 

operational coordination, is over the work done within a network. The ability to exercise 

coordination within a network at an operational level is largely dependent on, and 

certainly facilitated by, coordination at the strategic level. The situation can arise in 

which a network manager does not have the formal ultimate authority to determine its 

strategy, due to the manager having a minority resource power, but where in practice its 

technical or other expertise relevant to managing the network’s operations can heavily 

influence strategic decision-making.   

 

Third Order Tension 

A point of departure for informal network structure has been provided by the 

particularly energetic and thoughtful comparative study of mental-health services 

networks in four cities undertaken by Provan and Milward (1995). They propose that 

“networks will be effective under structural conditions of centralized integration and 

direct, nonfragmented external control, but that effectiveness will be highest when the 

system is also stable and environmental resources are relatively munificent” (1995, p.23). 

In their analysis, Provan and Milward proposed the preliminary model of network 

effectiveness shown in Figure 2.1.  
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    Network Context 

● System stability 

● High resource munificence 

 

  Network Effectiveness 

   Network Structure 
● Centralized Integration 
● Direct, nonfragmented  
  external control 

Figure 2.1: The Provan and Milward Preliminary Model of Network Effectiveness 

 

Choi (2005) studied the network outcomes of workforce development network 

structure. By contrast, his study suggested that more diverse service networks or less 

centralized networks are more likely to lead to better network performance. Thus the 

tension between centralized and decentralized networks may depend to some extent on 

whether the network is self-organizing or mandated by a central agency. 

  

Role of the Network Manager in Government-Funded Networks, 

Especially CBC Networks 

 

Public managers who work collaboratively find themselves not solely as unitary 

leaders of unitary organizations. Instead, they often find themselves facilitating and 

operating in multiorganizational network arrangements to solve problems that cannot be 

solved, or solved easily, by a single organization. Government relies on public networks 

to cope with complexity, mission expansion, government delegitimization, and the 

solution of so-called wicked problems. Public networks, then, are collections of 

government agencies, non-profits agencies, and for-profit companies that work together 

to provide a public good, service, or value when (1) a single public agency is unable to 

create the good or service on its own and (2) the non-profit or private sector is unable or 

unwilling to provide the goods or services at all or the desired quantities (c.f., O’Toole, 

1997c; Agranoff and McGuire 2001; Nelson 2001; Mandell 2001).  Complex problems 
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demand interdependent delivery systems to achieve goals or execute policies that are too 

big for one organization to handle. Programs are implemented by clusters of parts of 

public and private organizations.8 These collaborative efforts are most often energized by 

public dollars, but they may also be achieved through voluntary acts of cooperation and 

forbearance by the interested parties. Public network governance is especially 

complicated when managers must coordinate networks involving organizations from the 

nonprofit and for-profit sectors. Along with the trend towards increased networking in 

public services has been a broad trend among public and nonprofit organizations of 

increasingly sharing discretionary authority over the operation and delivery of publicly 

financed services (Salamon and Elliott 2002).  

Although not all collaborative relationships occur within multiactor networks, the 

literature on collaborative public network management has been substantially 

strengthened by studies of such networks (Alter and Hage 1993; Goldsmith and Eggers 

2004; Agranoff and McGuire 2003). Collaborative public management in networked 

settings has both vertical and horizontal dimensions, involving an array of public and 

private actors. A network manager may be involved simultaneously in managing across 

governmental boundaries, across organizational and sectoral boundaries, and/or through 

formal contractual obligations. In some cases, management takes place in highly 

formalized and lasting arrangements such as a network either encouraged (Schneider et 

al. 2003) or prescribed (O’Toole 1996) by law.  

Agranoff’s (2007) study of fourteen networks in various policy areas delineates 

four different types of networks in terms of the scope of activities undertaken within the 

network. Informational networks involve multiple stakeholders that come together to 

exchange information and explore possible solutions to a problem or set of problems. 

Developmental networks involve information exchange combined with education that 

enhances the ability of the member organizations to implement solutions within 

individual organizations. Outreach networks not only exchange information and improve 

the administrative capacity of the network members, but they also develop programming 

                                                 
8 These include public policy areas – programs for special groups, such as children, the elderly, or the 

handicapped; comprehensive programs or projects, such as regional development or enterprise zones; 
public policy areas, such as poverty or industrial policy (Van de Ven et. al. 1975).  
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strategies for clients that are implemented elsewhere, usually by the partner 

organizations. The most extensive types, action networks engage in collective action by 

formally adopting network-level courses of action and often delivering services. Milward 

and Provan (2006) also describe four network types based on the purpose of the 

arrangements: service-implementation networks, information diffusion networks, 

problem-solving networks, and community-capacity building networks.  

A networked model of community-based health and human services is viewed as 

a way of dealing with complex problems that beset communities (Lynn, Heinrich, and 

Hill 2001). Child protection, homelessness, health care, and crime are all viewed as 

problems that networks (governance) can manage better than single organizations 

(government) can. Networks are structures of interdependence involving organizations or 

parts, where one unit is not merely the formal subordinate of the other in some larger 

hierarchical arrangement. Networks exhibit some structural stability but extend beyond 

formal established linkages. The notion of networks excludes mere formal hierarchies 

and perfect markets, but it includes a wide range of structures in between (O,Toole 1997, 

45).  

While networks appear to avoid the problems inherent in hierarchy and market 

models by bringing together a range of different stakeholders to address complex 

problems in the delivery of public services, there are many formation, implementation, 

and ongoing structural issues that need to be resolved. An important facet of establishing 

and maintaining appropriate network arrangement to provide effective coordinated 

service delivery for government is the issue of network governance (Alter and Hage 

1993; Provan and Milward 2000; Keast and Brown 2002; Jennings and Ewalt 1998; 

Goldsmith and Eggers 2004). Network governance refers to the establishment and 

maintenance of relationships that bind organizations together and enable them to achieve 

collective goals (Keast and Brown 2002). An important aspect of governance becomes 

the orchestrating of diverse instruments into harmony, while respecting autonomy and 

fostering innovation and creativity. Since public networks are conducted within a largely 

legal/political environment with strong needs for transparency, accountability, and 

effectiveness, they still require some degree of control over network structures, activities, 

and especially outcomes. Therefore, increasingly, governments are developing strategies 
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that move beyond a reliance on the broad governance processes of network constitution 

and composition to include an influence over structural arrangements, direction setting, 

processes, and outcomes (Mitchell and Shortell 2000;  Heinrich and Lynn 2000) 

 

Macro Management 

Thus an important, emerging role of government and of lead agencies in a 

networked model of community-based health and human services becomes that of 

managing the external relational and internal implementation aspects of network 

operation (Mitchell and Shortell 2000).  The fulfillment of this network management role 

will require government to expand their current tool kit at both the macro and micro 

management levels. At the macro level the focus is on preparing the ground for network 

activity including getting the correct mindset or values in place within and across 

government, providing legitimacy for network action, and ensuring systems and 

procedures are able to respond (Performance and Innovation Unit 2000).  

This allows the lead agency system- now assuming greater responsibility for case 

planning, selecting sub-contractors (service providers) and providing needed services- the 

flexibility to package and mange an array of child and family services.9  The lead 

agencies (which act as a principal) control sub-contractors by setting forth their duties 

and standards of performance in their contracts and then regularly auditing the services 

provided with both contract management and quality control staff. The CBC system is 

quite decentralized and flexible, with discretion about many contracting decisions in the 

hands of lead agencies that develop a contract or personal relationship with the sub-

contractors.10 The mechanism of governance may take the form of a dominant central 

agency, as Proven and Milward (1995) suggest, but governance may take other forms as 

well, including using technologies that require cooperation for mutual success, externally 

                                                 
9 The Florida CBC networks range in the number of providers from 10 to 40 (OPPAGA. 2006). The lead 
agencies in turn generally subcontract with a wide range of providers for direct care services including case 
management, foster care placement, and substance abuse and mental health services. 
10 The 1996 legislature mandated the privatization of child welfare services through the use of a lead 
agency design. Most of the leading agency directly provides the case management services. The contracted 
community providers provide services related to foster care, adoption, and parenting services. Contracted 
services include non-residential services (e.g. adoption support, sibling visits, visitation centers, family 
resource, and private practitioners), and residential services (e.g. group shelter, group foster care, 
therapeutic foster care, intensive in-home intervention, in-home service, out-home services).  
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imposed standards and processes backed by resource sanctions, or widely shared cultural 

norms and social sanctions for which a networked approach serves as a facilitator 

(Heinrich and Lynn 2001). 

  

Micro Management 

Leadership can come from a number of sources within the network (Chisholm 

1996). Moreover, it is the unique interaction of people – including those located at 

differing levels of governments and from other sectors – and their resources that give 

networks their collaborative advantage (Huxham 1996). CBC networks illustrate inherent 

tensions in integrating community-level, network-level, and organization-level 

stakeholders and effectiveness measures valued by each group. Network success and 

overall client outcomes may be best achieved through actions that run completely counter 

to the goals of certain organizational-level stakeholders. Micro-level skills are more 

enigmatic requiring the ability to participate as an equal network member while still 

guiding and facilitating direction and outcomes (Rhodes 1996). This dual network 

maintenance function comes from the need to build and invest in relationships to foster 

cohesion and mutuality while at the same time looking to consolidate and activate the 

network agenda (Klijin and Koopenjan 1997 2000). Achieving the necessary balance 

between guidance and control in network management would seem to be a skillful 

enterprise and requires network managers, particularly governments or lead agencies that 

are generally responsible for the implementation of whole-of-government networked 

structures, to carefully consider the mix of roles necessary for the management of 

networks. 

 

The Role of Network Manager 

While networks appear to avoid the problems intrinsic in hierarchy and market 

models by bringing together a range of different stakeholders to address complex 

problems in the delivery of public services, there are many formation, implementation, 

and ongoing structural issues that need to be addressed. Establishing and maintaining 

well-conceived network arrangements to provide effective coordinated public service 

delivery for governments is the issue of network governance. Network governance refers 
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to the establishment and maintenance of relationships that bind organizations together 

and enable them to achieve collective goals. An important aspect of network governance 

becomes the orchestrating of diverse instruments into congruent arrangements, while still 

respecting autonomy and fostering innovation and creativity. The important, emerging 

role of government and of central agencies (network managers) in a networked model 

becomes that of managing the external relational and internal implementation aspects of 

network operation (Mitchell and Shortell 2000). The fulfillment of this network 

management role will require government to expand their current tool kits at both the 

macro and micro management levels.  

Networks are discernible through the regularities of behavior and action of those 

who participate in them, yet networks are also constitutive of those actions: networks are 

both cause and effect. Thus, some analysts have focused on how network managers alter 

action within networks; others have focused on how managers alter networks of action. 

Analytically, one is about the constitution of action by networks and the other is about 

altering action so that networks themselves change.   

Network managers may foster a positive climate and fruitful interaction by clearly 

delineating each member’s obligations and anticipated benefits. Agranoff and McGuire 

(2001b) note that there is still no network analog to the hierarchical prescription known 

as POSDCORB (planning, organizing, staffing, directing, co-ordination, reporting, 

budgeting). Some scholars have identified some behaviors used in managing networks 

(McGuire 2002; Kickert et. al., 1997; O’Toole and Meier 1999; Agranoff and McGuire 

2003; Goldsmith and Eggers 2004; Milward and Provan 2003).  

Goldsmith and Eggers (2004) offer a related set of behavioral tasks and advice for 

hands-on network managers. They emphasize the managerial role in initial network 

design that includes identifying possible patterns, bringing stakeholders to the table, 

analyzing current operations, determining and communicating expectations to members, 

assembling and enmeshing pieces of the network, devising strategies to maintain the 

network, and activating the network. After designing and setting-up the network, 

Goldsmith and Eggers (2004) advise the network manager to function as a network 

integrator who establishes communication channels, and coordinates activities between 
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network participants so that they share knowledge, align values and incentives, overcome 

cultural differences, and build trusting relationships. 

Milward and Provan (2003) distill lessons from several research studies to offer 

advice for effective network management, especially for a network administrative 

organization that is managerially responsible for network activities. In this context, 

network leadership requires honest brokering, stabilizing coordination, and structural 

management.  

Agranoff and McGuire (2001a) identified four models of management practiced 

by public managers in the intergovernmental system: the top-down model, the donor-

recipient model, the jurisdiction-based model, and the network model. Each model 

possesses distinct levels of interaction and control among actors across local, state, and 

federal governments. The top-down model is an executive-centered management model 

in which the federal government manages its programs through state and local 

government administrators. A second management approach is the donor-recipient model 

in which mutually dependent actors in the intergovernmental system engage in 

bargaining across jurisdictions to reach jointly agreeable and accommodative decisions. 

A third management approach is the jurisdiction-based model. The management method 

is characterized by local managers taking strategic action and seeking out multiple actors 

and resources to adequately serve their jurisdictions. It emphasizes horizontal and vertical 

communication in highly complex administrative contexts as well as bargaining and 

negotiation to achieve local goals and tasks. Finally, the network model is based on 

interdependency and implies that problems cannot be solved unless a number of 

participating actors at various levels pursue solutions strategically and collaboratively. 

Networks resemble a cluster of organizations working as a purposeful whole to achieve 

goals and to make decisions. Under this increasingly popular approach, managers 

function to facilitate and further interaction among parties to attain optimal coordination 

and convey critical information. Despite the varying structure and control of 

responsibilities and program implementation, all four of the management models 

proposed by Agranoff and McGuire (2001) appear to be prevalent and functioning within 

today’s government funded networks, especially community-based care networks. 

Agranoff and McGuire (2003) argue that networks may be actively managed through a 
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more involved role of jurisdiction-based management in which managers may 

instrumentally use vertical institutional relationships as well as create and manipulate 

horizontal relationships.  

Agranoff and McGuire through a series of articles and books focus on this 

question: What are the functions of the network manager? In their 2001 survey of the 

literature they identified four analytically separate network management processes: 

activation/deactivation of members, synthesizing conditions favorable for co-production, 

framing the work of the network and particular games, and mobilizing of organizational 

resources for a game or network. Activation/deactivation focuses on engaging the right 

participants in a network. Synthesizing focuses on developing the proper set of 

relationships among the network participants. Framing speaks to the cognitive and 

motivational components of network management-providing a compelling reason for 

independent members of a network to participate and a set of principles around which to 

organize the participants’ efforts. Mobilizing speaks to the need for consistent 

participation and resource sharing throughout the life of a network. In part, mobilizing 

requires that network managers build and sustain support from constituencies within the 

participating organizations for the cooperative endeavor. As Agranoff and McGuire put 

it, these functions are the POSDCORB of the network era. 

 

Building Effective Governance  

Scholars above argued that network management’s ability to maintain member 

interest, foster links between the network members and external community, and 

communicate benefits is critical to the success and sustainability of community-based 

care networks. Consequently, network managers face a continuum of strategic and 

managerial role choices depending on network composition, structure, and network 

performance. In this situation, network governance strategies are likely to be more 

effective if they more fully account for this dynamic and contingent context. All along 

these strategies, the public network manager faces a continuum of strategies and 

managerial role choices depending on various network dimensions; each has different 

assumptions about network composition, structure, and benefits. Why are some 

managerial behaviors successful, but others are not? The answer to this question can be 
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found through the kind of observation that provides a rich description of network 

management and the type of inquiry that assumes network managers do and must manage 

networks as networks (McGuire 2002).  

Interviewing managers, getting their views through a survey, and observing 

managerial behavior are methods for more accurately documenting how managers match 

management behavior with network dimensions. But a similar functional and conceptual 

parallel to traditional management processes has not yet been developed. Our knowledge 

regarding how network managers convene and operate in government-funded networks is 

based on quite limited evidence. The first step in properly modeling public network 

management is to identify specific behaviors undertaken by managers in various 

situations.  

 

CBC Networks as a Unique Arena 

Given our limited understanding of the dynamics of networks, CBC networks 

provide a unique arena in which three order tension, performance, and management are 

closely interconnected and the dynamic coevolution of networks can be examined. 

Furthermore, the study of CBC networks is now a burgeoning field of inquiry in and of 

itself, and CBC networks have become an important set of ties in which governments and 

community organizations have become engaged and thus merit further examination. 

Combining insights on CBC networks with four dimensions can result in an important 

comprehensive and sequence-based perspective of network governance. Most action in 

network settings results neither from extraordinary processes or forces, nor from heroic 

interventions, but from relatively stable, routine processes that relate networks to their 

environments. If the environment changes rapidly, so will the response of stable 

networks. As a result, with respect to many aspects of their behavior, public networks 

change quickly in response to environmental signals. Research on networks as routine 

adaptive systems emphasizes basic perspectives for interpreting actions and changes in 

them-Action can be seen as the application of standard operating procedures or other 

rules that evolve through a process of variation and selection. Duties, obligations, and 

roles match a set of rules to a situation by criteria of alignment. The duties, obligations, 

roles, rules, and criteria evolve through experimentation, competition, and survival. 
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Those followed by networks that survive, grow, and multiply come to dominate the pool 

of procedures. The model is essentially a model of evolution.  

The stable development processes of networks are incomplete. This 

incompleteness is reflected in, and invites, three somewhat different decisions of 

intentional development. The first is control over development with attention. The second 

decision of development processes is the tendency for innovations to be transformed 

during the process of adoption. This is sometimes treated as a measurement problem. In 

that guise, the problem is to decide whether a change observed in one situation is 

equivalent to a change in another, to determine when a change has been implemented 

sufficiently to be considered a change. To treat such problems as measurement problems, 

however, is probably misleading. Network development processes tend to standardize the 

multiple meanings of a network growth, but standardization can be very slow. When a 

network adopts a new program, specifying what the changes mean can be difficult, not 

because of poor information or inadequate analysis, but because of the fundamental ways 

in which the development processes evolve.  

This chapter has taken into consideration network emergence, network 

performance, structure, and management as pressing public sector network issues. These 

issues might be of help in forming a comprehensive framework for interaction between 

first, second and third order network governance. The theoretical notions of the three 

order framework are developed in the next two chapters.  
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CHAPTER 3:  

THEORETCAL FOUNDATION OF THREE  

ORDER NETWORK GOVERNANCE 
 

 

Introduction 

 
Community-based network may be the most important foundation for 

understanding the theory and practice of government in the twenty-first century. At the 

same time, community-based networks may become the “relief pitcher” solution for 

current public administration as it exists under the hollow state or third party government, 

relying on heavily on contracting out service delivery and management. In particular, for 

health and human services, community-based networks have been widely recognized by 

both scholars and practitioners as an important governance form for integrative service 

delivery (Weiner and Alexander 1998 ; Provan and Milard 1995; Bazzoli et al. 1997; 

Graddy and Chen 2006; Lynn 1996).  However, despite much progress made by 

researchers studying community-based networks over the past 10 years, there is still a 

considerable discrepancy between the attention CBC networks are receiving as public 

administration innovators to address the growing diversity of communities and the 

knowledge base we have about the overall functioning of community-based networks. By 

community-based network functioning we refer here to the process by which certain 

community-based network governance perspectives lead to increasing accountability and 

public value in public service networks.   

Community-based networks are not a panacea for tackling all governmental 

activities. Nonetheless, there are situations in which government alone is not sufficient to 

achieve the desired ends. Community-based networks offer the greatest competitive 

advantages in fragmentation, complexity, and dynamics resulting from governance 
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phenomenon.11 Governments and nonprofit organizations are getting together to provide 

integrated services such as community child welfare or community education, or to tackle 

“wicked problems” such as community development or drug abuse (Rice 2001). 

Community-based networks generate collective benefit by producing efficiencies and 

economies of scale in the provision and production of services to continue cost 

reductions, while at the same time internalizing spillover problems and improving the 

quality of production cycles (Garvin and Young 1994; Ramirez, Webb, and Guthrie 

1991).  

Although community-based networks have been studied from a variety of 

perspectives, surprisingly little attention has been paid to the developmental processes of 

community-based networks to overcome second order collective action problems. “Public 

administration grew on the principle of establishing boundaries, especially around 

hierarchy and authority” (Kettle 2002, p.14). The community contributes to setting 

boundaries under governance (Agranoff 2008). Networks can contribute to the return of 

the principle of public administration. So, bringing back government from the hollow 

state reconfirms the importance of public organizations and their officers to initiate 

network proposals and action (Agranoff and McGuire 2003; Kettle 2002). In part, the 

reason for this may simply be that scholars are accustomed to studying why a particular 

network governance form is likely to emerge. Once a form is in place the challenge shifts 

from attention to the selection of governance form to network management and 

implementation.  

The argument here is that while community-based networks may well be more 

appropriate than other forms of program delivery, once chosen, network managers must 

recognize the inherent tensions including multiple stakeholders in community-based 

networks. Consistent with these general observations, most research on community-based 

networks can be broadly characterized by three basic approaches--first order, second 

order, and third order network governance approaches--all of which are individually 

limited when it comes to analyzing the overall functioning and management of 

community-based network governance.   
                                                 
11 Governance represents government’s attempts to guide, steer, control, or manage the wide range of new 
nongovernmental actors in civil society, and to identify problems, exchange information, and sometimes 
jointly formulate and implement policies and program (Lynn et al, 2001)   (Kettle 2002).  
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The network configuration order governance approach focuses on “being 

prepared to work with others” in the process of network formation. The approach 

provides the importance of the initial level of trust between network members as well as 

the initial level of community capacity, which determines whether community, service 

and market conditions favor CBC network governance as an approach. The network 

coordination order governance focuses on “getting to know the partners and work 

processes.” This approach provides detailed specification of community-based network 

procedures, careful monitoring for compliance, and enforcement of penalties for 

noncompliance, and focuses on vertical network governance mechanisms.  

The network self-regulation order governance focuses on “coming to identify with 

other as a true partner.” Thus, the approach is to maintain trustworthy partners and to 

promote trust building among existing partners, with an emphasis on horizontal network 

governance. The functioning of community-based networks can be partially addressed 

using one of the three analytical approaches, since we defined functioning as the process 

by which certain network conditions lead to certain kinds of network growth.  The three 

order governance framework summarizes the process in which community-based 

network development moves from legal and procedural rules to the growth of face-to-

face dialogue, commitment to the process, shared-understanding, and trust-based 

relationships. What we propose here is to combine the first, second, and third network 

governance perspectives into a comprehensive network governance model. This chapter 

lays out the key intellectual developments of these three network governance research 

streams by reviewing the literature and then describing and distinguishing each of the 

three network governance configurations.  

 
 

What is a Community-Based Network? 

 
A community-based network includes the terms community, government, and 

network. First, in the simplest form, community is the local area that is served by a 

network (Provan and Milward 2001). Community provides boundary (jurisdiction) for 

network governance. The boundary areas seldom coincide precisely with the boundaries 

of a municipality because community areas are designed to provide public services such 
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as child protection. In its largest sense, community is more than a limited network 

governance area. It is a mode of society. Each community is a relatively complex social 

system which encompasses a wide variety of social and economic interests. In other 

words, community includes various interests of stakeholders, which illustrate the inherent 

tension in a community (Provan and Milward 2001). Community presents special 

problems and opportunities for community-based network capacity building.  

Some collaborative networks are purely voluntary. Voluntary collaborative 

networks take several form including interlocal agreements, intergovernmental contracts, 

regional councils, and partnerships. Voluntary networks have distinct nonhierarchical 

authority structure. Therefore, CBC networks are distinguished from a community 

partnership networks. On the one hand, a community partnership network includes 

voluntary collaboration. On the other hand, CBC networks take many form including 

workforce development, child welfare, and Medicare system. For example, community-

based care (CBC) network in Florida are created or designed by state statute and the 

Florida Department of Children and Families (DCF). The mechanism of governance in 

CBC networks takes the form of a dominant lead agency form. The lead agency used its 

state-authorized powers and developed a contract or informal relationship with the sub-

contractors (service providers) within a defined district (community). In sum, CBC 

networks look like a range of intergovernmental, interorganizational structure in a federal 

systems. As of July 2008, Florida has 22 districts designated by the Department of 

Children and Families, comprised of one to eleven counties and one region, the Suncoast 

Region, that provides integrated child protection services including family preservation, 

emergency shelter, foster care, and adoption services. The number of districts, and the 

counties included in each, has changed over the years.  

Next, we combine the terms network and government. Government is a collection 

of institutions that act with authority and create formal obligations (Kettle 2002). Thus, 

government is capable of authoritatively mobilizing the resources necessary to 

accomplish specific purposes in a way sufficient to pursue those purposes. Regarding the 

network, there are varying views of networks. Provan and Milward (1991) viewed 

networks as linkages among separate organizations. Burt (1980) defined networks as 

relations among separate organizations or relations within a system of actors. Some other 
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researchers defined networks as structures of interdependence involving multiple 

organizations or parts thereof, where one unit is not merely the formal subordinate of the 

others in some larger hierarchical arrangement (O’Toole 1997b; Agranoff and McGuire 

1998; Mandell 1988). Thus, community-based networks are structures of 

interdependence involving multiple organizations or parts, while one or more units are 

the formal supervisors of the others in some larger hierarchical arrangement. The 

community-based network has a kind of visible authority line. Thus, the network includes 

both network structure and network management.   

Based on the definition, a community-based network has its jurisdictional, 

hierarchical, intersectoral, and managerial characteristics.  Therefore, we define 

community-based network as administration of a government chiefly through networks 

connected with public, nonprofit, and profit organizations in a bounded community.  

 

A Conceptual Picture of Three Network Governance 

 
In order to describe and distinguish the three order configurations of network 

governance, we show a conceptual picture of the three network governance in Figure 3.1.  

At the starting point, we can treat their development in an orderly fashion. The rules 

affecting third order network governance are made within the second order network 

governance that is made within the first order network governance. But over time, the 

first order network governance can identify a set of underlying network design principles 

shared by successful second and third order network governance and determine how this 

first order approach affects sustained second and third order network governance. Putting 

these three parts together, we get the whole community-based network. The central 

purpose of the figure is to build and maintain the community-based network, divided in a 

variety of ways in order to make community-based network growth and the development 

of a community-based network into a common comprehensive process.  
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A Synopsis of the Three Intellectual Traditions 

 

Network Configuration Order Governance 

The network configuration order governance is based on a defined community 

arena which reflects the environment in which the network exists. Some community-

based networks fall on bad ground and wither away, whereas some community-based 

networks fall upon good ground and that brings forth fruit. Thus, the first approach 

focuses on a fitness landscape to determine the form of network governance. There are 

two types of first network governance: “external versus internal network governance.” 

The external first order-related theorists focus on community characteristics and tend to 

view network governance as a part of a community eco-system. A community eco-

system is defined as a network of relations among populations that condition how 

concrete acts of community are organized and produced, which aim to enhance the 
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general well-being of the community by regulating the conduct of individual and 

collective actors.  

The literature is clear that the internal conditions present at the outset of 

collaboration can either facilitate or discourage cooperation among network participants. 

Imagine two very different starting points. In one, the participants have a history of bitter 

division over some emotionally charged program issue and have come to regard each 

other as unscrupulous enemies. In the other, the participants have a shared vision for what 

they would like to achieve through collaboration and a history of past cooperation and 

mutual respect. In both cases, collaboration may be difficult, but the first case must 

overcome problems of distrust, disrespect, and outright antagonism. I narrowed the 

critical internal starting conditions down to three broad dimensions: resource dependence, 

common vision, and previous history of cooperation among participants.  

Network configuration order-related theorists treat the network itself at the unit of 

analysis and analyze the form of network governance. This approach contains three 

different stories; fashion and design, and strategy.  First, fashion is based on institutional 

theories incorporating institutional fields into prevailing institutionalizing transformation 

of network as isomorphism. Second, design results from transaction costs economics 

thinking of network as a mechanism of network governance which describes various 

forms of community-based network that are fit for market or environments and are 

organizationally competent. Third, strategy emphasizes the capabilities of networks to 

respond to changes in their environment and to engage in collaborative relations with 

others. Such capabilities include financial and human resources, specific technical 

competencies, and underlying capabilities like information systems.  

The network configuration order approach considers both external conditions 

(community) and internal conditions (network composition) that represent the level of the 

fitness landscape. Landscapes can vary from very smooth to maximally rugged (1993, p. 

45)12 according to the relationship between community and network. Survival is 

therefore easier for a network that has the capacity of the environment to support that 

                                                 
12 Kauffman (1993) employs the notion of a fitness landscape to describe the evolution and co-evolution of 
a population and developed a theory of evolution and co-evolution that he called the NK and the NK(C) 
models. He tests two models through computer simulation. In this paper, however, the concept of 
Kaffuman’s fitness landscapes is used in order to connect network and network environment.  
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network. The community provides the arena of the fitness landscape. At the same time, 

the network with a good internal landscape buffers the constraints of the environment, by 

allowing for a certain amount of self-sufficiency. Inclusion in such a network is 

especially important for a network on which the environment places strict or numerous 

constraints. In such situations, the network can act as a buffer from these constraints and 

increase the number and amount of resources to which the network and its members have 

access. The fitness landscape bridges the conceptual gap between the network level and 

the environment.13 The degree of fitness is based on a finite set of resources, which we 

describe as the carrying capacity of the network governance.   

 

Ecological Theories. These theories derive from the Darwinian and genetic 

schools where genetic variations can be traced to processes of mutations and natural 

selection, often expressed in terms of survival of the fittest. The notion of fitness 

landscape has been tested via several theories. For example, Ostrom’s Common Pool 

Resource (CPR) theory (1990) points out community physical conditions that increase 

the initial likelihood of self-organization. Hannan and Freeman’s organizational 

population theory (1977) highlights the condition of organizational ecology to influence 

organizational survival.  The population ecologists suggest that there are three stages in 

the evolution of organizational forms, produced by particular combinations of 

technology, structure, and coordination mechanisms (Aldrich and Mulford 1982). Thus, 

for example, political decisions regarding allocation of resources to certain target 

populations such as children at risk have an immediate impact on the stability of 

networks to provide services to children. Technological change and new service 

technologies can also make existing technologies obsolete and thereby threaten a 

network’s stability.  

Community ecologists argue that community independence or community 

interdependence with environmental factors influence organizational growth and decline. 

                                                 
13 The chief failure of the interorganizational research is its de-contextualized character, which does not 
include a concern with or theory about the larger societal context and its institutional arrangements. 
Political scientists have viewed the concept of larger social context as control variables. The context 
includes environmental constraint and munificence, physical opportunities and constraints, environmental 
infrastructure, resource munificence and political attributes (Provan and Milward 1995; Rainey and Busson 
2001).  
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These include finances, technological changes, and government relations (Monger and 

Contractor 2004). The community characteristics model helps us to understand how 

structural problems in society influence the network performance or organizational 

success (Putnam 1993; Hannan and Freeman 1977), that is, macro environmental 

determinism’s effect on network performance and survival. According to environmental 

determinists, the structural attributes of a population of organizations are a function of the 

constellation of environmental or ecological characteristics. The ecological approach 

assumes that political, economic, social, technical, and legal elements in the external 

environment have a decisive impact on the life and death of organizations, while the 

organizations themselves are unable to change this complex reality or to always cope 

effectively with the external constraints.  

 

Institutional Theories. These theories suggest that organizations incorporate 

rationalized practices and procedures that are responsive to their environment. For 

example, organizations adopt work procedures that are accepted in their institutional 

environment in order to adapt to the demands of the environment and ensure themselves 

of the resources they need for their survival. Organizations that succeed in doing so 

increase their legitimacy and, consequently, their prospects for survival, irrespective of 

the efficacy of the practices and procedures. Institutional theorists (DoMaggio & Powell 

1983; Tolbert & Zucker 1996) suggest that changes in the formal structure of 

organizations are often introduced to make organizations more aligned with rationalized 

myths. For example, it is widely believed that service delivery needs networks in order to 

be successful. If human service organizations opt to create networks or at least use this 

language when referring to their integrative service delivery, they will be better aligned 

with the institutional environment and will more likely gain credibility. This is an 

example of processes that make networks conform to expectations of what is the best 

method of delivery without necessarily making them more efficient.  

 

Transaction Cost Economics (TCE). TCE provides useful ideas for drawing 

logics of network formation and evolution. The basic idea is to reduce uncertainty and to 

overcome opportunism through networking (Williamson 1985). TCE holds that all but 
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the simplest transactions require a kind of mechanism--what Williamson calls a 

governance form--to protect the transaction parties from various hazards associated with 

contracts. Its working hypothesis is that economic organization mainly makes efforts to 

align transactions, which differ in their attributes, in a discriminating way: the degree of 

asset specificity, the amount of uncertainty about the future and about other parties’ 

actions, the complexity of trading arrangements, and the frequency with which the 

transaction occurs.  

TCE scholars applying transaction cost theory to contracting have focused on 

government contracting decisions14 (Brown and Potoski 2003a). We see contracting as 

one kind of network settings. From this reason, governance forms can be described along 

a spectrum, with market and hierarchy at the poles. TCE posits that hierarchies offer 

greater protection for specific investments and provide relatively efficient first order 

governance approach for responding to change where coordinated or integrated 

adaptation is necessary. The potential of this theory appears to be significant. Researchers 

have discovered that many human services are provided through networks. For example, 

local mental health programs are managed through complex interrelationships among 

public and non-profit organizations. 

 

Resource Dependency Theory. Resource dependency theory marked a 

watershed in organizational research by offering a unified theory of power at the 

organizational level of analysis after the publication of Peffer and Salanick’s (1978) 

classic volume. Resource dependence theory’s central proposition starts with the 

observation that organizations cannot produce internally all of the resources they need to 

accomplish their goals. Consequently, dependencies develop within an organization’s 

environments as they form the relations necessary to obtain critical resources.15 As a 

                                                 
14 Contracting decisions are based on transaction cost by governance mode = f (asset specificity, frequency, 
uncertainty). The efficient form of governance for a given economic relationship is a function of certain 
properties of underlying transactions. Governance form is the dependent variable, while asset specificity, 
uncertainty, complexity, and frequency are independent variables (Milgrom and Roberts 1992). 
15 Dependencies result from the need for critical resources and the inability of organizations to provide 
them independently. Among the resources that researchers have considered in interorganizational 
relationships are funding, information, and legitimacy (Provan, 1982), money and support networks 
(Galaskiewicz, 1979). These examples illustrate the wide range of resources that are of value to 
organizations and that can potentially create dependency relations.  
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result of these dependency relationships, organizations interact with one another, in the 

process confirming and continually redefining dependency relations. The resource-

dependence approach (Pfeffer and Salanick 1978; 2003) provides a suitable general 

conceptual framework for power relationships in CBC networks, applying ideas to 

predict that organizations (lead agencies) will be powerful relative to others (service 

providers) to the extent that they (1) control resources needed by others and (2) can 

reduce their dependencies on others for resources.  

There has been considerable attention paid to the issue of the coordination of 

networks, especially in service delivery networks in the nonprofit sector where 

coordination power is an important consideration (Alter and Hage 1993; Agranoff 2003; 

Huang and Provan 2007). Resource dependency accounts of power in interorganizational 

relations have broadly posited that power enables the dominant actor to influence the 

power-disadvantaged actor. Therefore, the degree of resource dependency has been an 

important dimension of network success because it is equated with the degree of control 

or the power of coordination. Looking at network relationships through a resource 

dependence perspective accomplishes several things. First, such a view effectively 

bridges successive phases of interorganizational relationship by linking the dynamics of 

relationship formation to future relations (Oliver 1990; Gulati 1995) and outcomes 

(Pfeffer and Leong 1977; Casciaro and Piskorski 2005). Also, the application of the 

resource dependence perspective helps to examine power relations within 

interorganizational relationships explicitly, thereby locating sources, forms, and some 

effects of interorganizational power relationships (Alter and Hage 1993). Finally the 

application of resource dependency theory to interorganizational relationships adds to our 

general understanding of smart managers of contract service provisions (Agranoff 2001; 

Pfeffer and Salancik 2003).  

 

 Homophily Theory. A quite different perspective on interactive relations holds 

that relationships form for reasons other than the rational exchange of complementary 

resources. From an exchange perspective, identical actors have little to offer another, for 

each occupies the same exchange category and thus already possesses any resources one 

might desire from the other. But many strains of social theory have long held that 
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homogeneity can be a strong source of social cohesion (Lincoln and McBride 1985). If 

exchange relations promote symbiotic cooperation, the attraction of like forms or 

commensalistic cooperation is another pervasive pattern in social life. We use the term 

“homophily” to denote the tendency for similar actors to be drawn to one another (Gluati 

1995). Homophily theory focuses on network members’ demographic characteristics.  

The rationale for homophily predictions is grounded in social psychological and 

sociological theories of homophily (McPherson, Smith-Lovin, and Cook 2001). Social 

psychological explanations for homophily rely on self categorization and social identity 

theory (Turner 1987). Increasing demographic diversity makes an individual more aware 

of his or her social characteristics, and the individual identifies more with network 

members who share his or her characteristics while ascribing negative characteristics and 

motives to out-group members (Kramer 1991). Sociological approaches to homophily 

sometimes emphasize similar preferences (Laumann 1966) but also identify 

environmental and structural conditions that produce differential tendencies for 

individuals from different backgrounds to come into contact and therefore to develop 

strong ties (Feld 1982 and Blau 1977). Demographic homogeneity indicates potential 

common service preferences across and within CBC networks may reduce information 

costs. Similar interests reduce the range of desired bargaining outcomes.  

 

Network Coordination Order Governance 

Network coordination order governance forms the waist of network governance. 

Many authors consider control or coordination as the characteristics of second order. For 

instance, based on Scharpf’s (1997) argument, the network coordination order 

governance approach can be described as systems of rules that structure the course of 

actions that a set of actors may choose. The order network approach is therefore, in short, 

sets of rules which influence, guide, and limit the behaviors of actors. In this sense, the 

second order approach may be regarded as formal coordination rules.  The formal 

approach thinks of network as a single organization and develops more streamlined 

hierarchical governance mechanisms that may affect the willingness, capacity, and 

pattern of collaborations. Koomin (1993), Mayntz (1993), and Scharpf (1997) argue that 

hierarchical regulation of self-regulating networks is a precondition for making networks 
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an efficient form of governance. The need for hierarchical rules of network governance 

rests on the assumption that unregulated networks are highly inefficient when the 

individual network participants tend to choose self-interest strategies for optimizing their 

gain instead of developing a shared strategy to work together with the other network 

actors for goal attainment. Formal rule-based second order network governance first and 

foremost stresses the value of hands-off metagovernance that increases stability and the 

ability to coordinate action through institutional design.16 Network coordination order 

governance theorists think of the network coordination as a precondition for efficient 

network governance, considerations about the role of governance networks become 

inseparable from considerations about the role of the network leader’s authority (i.e., 

state or local government).  

Network coordination order governance scholars trying to develop mechanisms to 

mitigate the problem of accountability fall roughly along a dimension that ranges from 

monitoring to sanctions. Much of the literature in organizational economics characterizes 

contracting actors as opportunistic, shirking, and pursuing their own economic self-

interest at the expense of the other contracting party, all assumptions that are consistent 

with neoclassical economics. For the purposes of this research, agency theory will be the 

theoretical framework used from the field of organizational economics. This 

identification of the specific capacity that public authorities have for exercising network 

governance is important and convincing. Moreover, studies are needed in order to assess 

                                                 
16 Formal structure is defined in terms of the administrative control variables of integration and external 
control. Formal structure includes system infrastructure, encompassing the design of the network itself, as 
well as oversight, control, and support systems. Design includes the implementational aspects of goal 
content, including the number of different goals, and their clarity, specificity, and observability. Finally, 
design must include the prevailing production or service technology, which extends to both engineering and 
administrative arrangements. The methods by which the structure is integrated may include authoritative 
oversight or control such as by a central agency, work processes that compel cooperation, shared 
commitment by participants, or some combination of such factors. Consistent with this logic, we view the 
second order governance approach as a variable, examining whether different formal rule configurations 
produce different network effects. Public management scholars, who focus on more structural hierarchies 
networks, have tried to demonstrate that networks with different configurations have different network-
level effects to provide a rationale for developing network-level theories (O’Toole and Meier 1999). In 
public management, formal structure mainly refers to funding and oversight roles of government agencies, 
especially regarding the activities of nonprofit or profit organizations that have been contracted to provide 
public services (Kettle 2002; Hill and Lynn 2005). A critical role for network governance in all these 
sectors, and consistent with principal-agent theory, is to monitor and control the behavior of management 
(Eisenhardt 1989).  
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how the capacity to exercise network governance depends on the location of the public 

authorities at particular levels of governance (local, state, and federal). Do local 

authorities have the same capacity to govern networks as state and federal authorities, and 

are public authorities capable of metagoverning governance networks?  

 Savas (1987), Donahue (1989), Kettl (1993), Smith and Lipsky (1993), Kearns 

(1994), McDonald (1995), and others observe that selecting the right structure of 

accountability in contract relationships presents a basic problem for contracting officials. 

The principal-agent model, also referred to as agency theory, is a theoretical framework 

that has been used to explain contractual relationships and the behavior of contracting 

parties. It is the area of economic theory most concerned with accountability while 

correcting for opportunistic behavior that results from asymmetric information. Two 

assumptions characterize the model: 1) there is goal conflict between the principal and 

agents; and 2) agents have more information than the principal which results in 

information asymmetry and leads to agent opportunism. The tenets of agency theory that 

attempt to explain, structure, and correct for these contract inefficiencies include 

information asymmetry, asset specificity, moral hazard, bounded rationality, incentives, 

sanctions, and monitoring. Economic organization theory17 has two main strands, of 

which principal-agent theory is one. The other is transaction cost economics (TCE), 

developed by Oliver E. Williamson. 

The formal rules of networks are activated by the actors. This does not mean, 

however, that formal rules are always clear or even fully known to the interacting actors. 

Formal rules are often ambiguous and require translation in the interaction (March and 

Olsen 1989). Just as a judge tries to interpret a specific case (offense) in the light of 

existing rules, an actor in a network tries to interpret the meaning of events in the 

network based on the social rules with which he is familiar. Therefore, social 

coordination activities influence the interaction of the second order network by means of 

the way actors apply rules in their actions. That is another reason why formal-rule-based 

second order network governance includes the inherent instability of network cooperation 

since this phase of network development constantly places the network participants in the 

                                                 
17 The TCE and agency theories were both devised from microeconomic theory and later adapted to 
organizational theory via studies of corporate firms. 
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negotiators dilemma. The negotiator’s dilemma is a situation where they risk loosing 

invested resources if the other network members choose not to carry out their part of a 

negotiated agreement (Scarpf 1997). 

 

 Principal-Agent Theory. The unit of analysis in the principal-agent framework is 

the contract governing the relationship between the principal and the agent. The theory’s 

objective is to determine the most efficient contract governing the principal-agent 

relationship. The theory assumes that for agents to behave in the principal’s interests, it is 

necessary to arrange for the agent to assume some responsibility for the outcomes of their 

actions and therefore assume more risk than would otherwise be desirable from the 

agent’s perspective (Alchian and Demsetz 1972; Moe 1984). It is important to note that 

agency theory addresses behavior rather than contractual relationships. Several tenets 

govern the design of optimal incentive and behavior-based contracts. The principal-agent 

model has been applied across the three sectors of the economy and has focused on a 

number of different contract scenarios. This range is illustrated by the following studies: 

legislative compliance (McGubbins, Noll, and Weingast 1987); an examination of 

bureaucracy (Moe 1984); monitoring and compensation issues (Sappington 1991); 

accountability of nonprofit organizations (Bogart 1994); non-sanctioned managerial 

behaviors and bureaucratic resistance (Carr and Brower 1996). 

 

Transaction Cost Economics (TCE). According to TCE, all complex contracts 

are unavoidably incomplete because of bounded rationality. Contractual incompleteness 

exposes the contracting parties to certain risks. Primarily, if circumstances change 

unexpectedly, the original governing agreement may no longer be effective. The need to 

adapt to unforeseen contingences constitutes an additional cost of contracting, failure to 

adapt imposes what Williams (1995) calls maladaptation costs. To minimize such 

opportunism, the contracting organization must incur transaction costs, such as 

establishing performance measures in the contract, monitoring a vendor’s performance, 

and executing necessary penalties.  
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 Although the transaction costs approach has traditionally been applied to firm or 

government service production decisions about internal production and contracting,18 it 

can also have too many degrees of freedom (Williamson 1979).19 Political scientists and 

economists have utilized this approach to describe a variety of political phenomena, from 

Congressional-bureaucratic relations to regulatory policy (Dixit 1996; Moe 1984; Epstein 

and O’Halloran 1999; Shepsle and Weingast 1987). Institutional choice in the public 

sector can get the freedom of TCE increased. Horn specified the key institutional choices 

at the administrative level as follows (Horn 1995, p. 25-26). 

 

● The extent to which decisions are delegated to the administrative level; 
● The governance structure of the administrative agent; 
● The rules that specify the procedures that must be followed in administrative decision-
making; 
● The nature and degree of legislative monitoring of administrative decision making and 
the ability to use ex post rewards and sanctions; 
● The rules governing the allocation. 
 

We extend Horn’s arguments into institutional effects in terms of transaction cost 

theory. The potential of this theory appears to be significant. Researchers have discovered 

that many government organizations work through networks. Local mental health 

programs, for example, are managed through complex interrelationships among 

government bureaus and nonprofit organizations (Milward and Provan 1993). At the 

federal level, contracting out has proliferated, in everything from telecommunications to 

toxic waste cleanup. The service delivery networks have become more complex and 

interdependent as a result. If links between such service networks and transaction cost 

economics were drawn, it would provide us with insightful information in understanding 

administrative phenomenon.  

                                                 
18 Contracing decisions are based on Transaction cost by governance mode = f(asset specificity, 

frequency,uncertainty). The efficient form of organization for a given economic relationship is a function 
of certain properties of the underlying transaction or transactions: asset specificity ( human, physical), 
uncertainty, complexity and frequency. Organizational form is the dependent variable, while asset 
specificity (human, physical), uncertainty, complexity and frequency are independent variables (Milgrom 
and Roberts 1992) . 
19 Stanley Fisher criticized that “transaction costs have a well-deserved bad name as a theoretical 
device….partly because there is a suspicion that almost anything can be rationalized by invoking suitably 
specified transaction costs (1977, 322).  
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 Transaction costs--the comparative costs of planning, adapting, and monitoring 

task completion under alternative contract relation arrangements--make achieving values 

such as effectiveness, efficiency, accountability, responsiveness, service quality, and 

equality of treatment more or less possible. These values are influenced by institutional 

choice or organizational arrangements that reflect the preference of values. Thus, one 

central challenge for network governance is to identify network arrangements that have 

broad effects on these values.  

More recently, transaction cost theory has been used to understand the structure 

of the contracting process (Brown & Potoski 2003c; Ferris & Ghatak 2001) and the 

management of service delivery post contract (Brown and Potoski 2003b). Taken 

together, this literature shows that transaction cost theory is a pure analytical tool for 

understanding a broad range of contracting decisions and monitoring procedures and that 

the utility of transaction cost theory extends beyond academic inquiry and into the world 

of contractual relations practice (Brown and Potoski 2005). 

  

Stewardship Theory. Stewardship theory defines situations in which managers 

are not motivated by individual goals, but rather are stewards whose motives are aligned 

with the objectives of their principals (Davis, Schoorman, and Donaldson 1997). 

Mechanisms, which motivate individuals to behave as a steward, include autonomy and 

responsibility, empowering governance structures, and trust. The theory has its roots in 

sociological and psychological literatures. The theory was originally conceived to 

complement agency and other standard economic theories by presenting sufficient 

empirical evidence promoting the attainment of collective interests using a combination 

of non-financial incentives and various managerial practices and governance mechanism. 

Standard economic theories espouse that people are self-interested and will act in 

opportunistic ways to fulfill their own basic instincts. Stewardship theory examines 

relationships and behaviors that economic theories regard as unimportant or unlikely. The 

theory draws from and builds upon the works of the early human relations theories in 

suggesting that needs such as affiliation, achievement, recognition, and responsibility are 

important sources of motivation. When these needs are satisfied in a principal-steward 

relationship, goal alignment can be realized.  
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Network design and structure influence a steward’s opportunity to positively 

affect the networks. The network manager must cultivate stewards and provide them with 

the necessary resources to serve the networks and fulfill the goals of contracted networks. 

One such resource is the network governance structure and coordination mechanisms. 

These structures and mechanisms are critical for developing and supporting a culture 

which encourages empowerment, autonomy, and principal/steward trust.  Steward 

behavior is more strongly associated with cultures where collective behaviors are 

embedded and accentuated in social norms (Hofstede 1993). The focus on the principal-

steward relationship is less focused on controlling behavior and defining high risk 

programmability situations that allow for extensive monitoring and is more focused on 

output based relationships where responsibility and trust are the foundations for long-

term mutually-aligned contractual relationships.  

 

Network Self-Regulation Order Governance  

When environments threaten network sustainability, the network with a more 

developed order gathers together, making more contact, and slapping and hugging each 

other to overcome danger. Members of network self-regulation order-based groups 

interact attentively within their network. Social solicitation replaces intimidation. Third 

order network governance approach pays little attention to “rules.” Instead, the 

approach stays with building and maintaining self-regulated networks. In order words, 

third order network governance highlights “institutionalized collaborative activities at 

the horizontal interorganizational level.” Therefore, an empirical study of third order 

network governance should aim at unleashing a focus on a series of network-level 

properties that push network participants to seek commitment and pleasure from with 

the network settings. From this perspective, the third order approach is the subjective 

aspects of network governance: trust, confidence, enthusiasm, learning, and honest 

communication. These hardly seem amenable to prescription from second network 

governance (Bardarch 1996; Chisholm 1989).  

The inadequacies or failures of network coordination order governance are the 

foundation for self-regulation governance, and account for the necessity of developing 

social influence mechanisms to bring out network participant cooperation (Granovetter 
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1985). As a result, the self-regulation order governance-based network enhances 

solidarity and a strong sense of commonality among the involved actors within the 

network through the creation of mutual respect, reciprocity and communality that 

facilitate the flow of information and consensus, and acknowledge social credentials, 

and reinforce identity and recognition (March and Olsen 1995; Lin 2002).  

Bartunck and Moch (1987), and North (1990) provide an insight for successful 

third order network foundation. Bartunck and Moch discussed “third-order change” 

which helps network participants develop the capacity to identify and change their 

minds to improve network performance. North argues that “informal rules” give a set of 

norms which are a shared understanding among members of a group. Third-order 

change and informal rules are linked to “third order norms.” A self-regulation order 

norm is likely to emerge when rational organizations actively engage in interactions.  In 

the interorgnizational network, specific third order activities should be measured in 

terms of their scope, strength, and duration, not simply their existence in a network 

structure (Ahuja & Carley 1999; Schneider et al. 2003) that condition the choice and 

opportunity available to members of a network, thereby growing interorganizational 

collaboration. Carley (1998) argues the network dynamics largely build on 

organizational theories. This study posits that the third order network analysis without 

organization theory focuses on the trees rather than the forest. 

 

Social Network Theories. Social network analysis [SNA] is the mapping and 

measuring of relationships and flows between people, groups, organizations, or other 

information/knowledge processing entities. A set of objects (called the nodes, positions, 

or actors) in the network are the people and organization while a set of present 

interactions (called edges, ties, or links) shows relationships or flows between the objects. 

A central feature of social network analysis is the implementation of visual and 

mathematical techniques to describe and understand network structure in precise, 

quantitative terms. (For an in-depth review, see Scott 2000; Wasserman and Faust 1994; 

Nooy et al. 2006; and Carrington et al. 2006).  Network analysis can recognize that ties 

among network members differ in direction, strength, and content in forming 

relationships with others. The social network analytical approach has made important 
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contributions to the description and explanation of the structural influence of human 

service-delivery implementation networks on performance (Choi 2006; Provan and 

Milward 1995). Granovetter (1985) argues that social relations, rather than institutional 

arrangements, are mainly responsible for generating trust and discouraging malfeasance. 

He insists that the economic relationship becomes embedded in social exchanges and the 

self-interested nature of the exchange is modified. Therefore, this is an essential element 

to use in social network theory.  

 

Public Management Theory.  With public networks an increasingly popular 

topic of research, the individual manager’s networking behavior has enjoyed greater 

attention.  In their current work on cooptation in public management networks, O’Toole 

and Meier emphasize the joint and severable impact of networking structure and 

managerial behavior on organizational performance (2006).  Further, Rhodes advocates a 

focus on individual behavior when examining policy networks (2002).  Goerdel (2006) 

highlighted and tested the effect of a manager’s decision to initiate or respond to network 

opportunities, and Fernandez (2005) found that leadership influence on organizational 

performance is best modeled with an integrative framework that includes individual 

managerial behavior.  These findings underscore that it is an individual manager’s 

decisions to network (and how to network) that influences organizational performance.  

Consequently, they support my decision to examine how one type of external legal 

authority can influence the organizational impact of an individual manager’s networking 

decisions. 

 

Repeated Game and Organizational Learning Theory. Two theories 

emphasize network stability; both explanations are not a theoretical-approach but more a 

practical approach. Network stability enhances trust among network members and 

learning among the network leader or network participants. The first theme involves trust. 

Trust was the linchpin of stable cooperative relationships in game theory literatures. Trust 

is important because it creates credible commitment to future action. When trust is 

present, actors in a collective action situation can take pronouncements of future 

intentions by others at face value and adjust their own strategies with confidence that 
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others will follow through on their statements. In the interorganizational network 

literature, trust was important as a precursor to relationships that became less formal over 

time. These relationships soon became based mainly on the repeated interaction between 

organizations. Trust also played a role in the game theoretic situations outlined in the 

repeated game theory literature. Since it is undesirable to be the sucker in collective 

action situations, trust that other actors would behave in the interest of the group, rather 

than in their personal interest, is important to overcoming inferior equilibrium. Repeated 

interactions not only provide extensive information about the participants, they also move 

the participant out of a one-shot prisoner’s dilemma situation. The second theme is 

learning. Organizational learning theory can be traced back at least to the classic work of 

Cyert and March (1963) on the behavioral theory of the firm. The authors suggest that 

organizations, considered as adaptive learning systems, learn through interaction with 

their environments and respond to feedback from past experiences. During the past 

decade, organizational learning has shifted to be a major focus in organization theory 

(Miner and Mezias, 1996). Researchers and practitioners have increasingly recognized 

the importance of organizational learning as a means for firms to create and accumulate 

knowledge that enables them to achieve capabilities and innovativeness that lead to 

sustainable competitive advantage (Senge 1990; Eisenhardt and Martin 2000). 
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CHAPTER 4: 

COMPARING THE THREE ORDER NETWORK 

GOVERNANCE FRAMEWORK 

 

 

The central theoretical problem in network governance research is applying 

theories that impose a causal ordering or a priori structure on the logic that links context, 

governance, and consequences or outcomes. This problem is extraordinarily complex. In 

CBC networks, for example, how does the investigator incorporate in a theoretical model 

the community political and cultural climates of a community-based care network, the 

specific design features of the CBC network (including administrative structure), the 

decisions and skills of managers, the beliefs and practices of service providers, and 

structures and management structures to measure and improve upon outcomes? In the 

face of these kinds of challenges, the temptation is strong to model CBC network 

governance and management. A central conceptual problem in network governance 

research is obtaining a framework that will enable investigators to explore causal 

relationships beyond a separated or narrow perimeter of theoretical possibilities that leave 

too much out of the picture. Meeting these theoretical challenges can be daunting. With 

the aim of bringing conceptual discipline into the daunting challenges of conducting 

comprehensive network governance research that is of significant practical value, I 

propose a three order network governance framework and compare each governance 

level’s key research questions and issues to a bigger picture and reduce the intellectual 

challenges to “manageable proportions.”  
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Table 4.1: Difference between Three Network Governance 

 
 First Order: 

Network 

Configuration 

Second Order: 

Network  

Coordination 

Third Order:  

Network 

Self-Regulation 

Key Research 

Questions 

 
How to choose the right 
members? 
 
What factors determine 
forms of networks? 
 
How to strike a balance 
between universal and 
contingent design? 
 

 
 
Who will control the  
network? 
 
What administrative tools are 
required?  
 
 

 
What dimensions of 
networks do a 
comprehensive third 
governance approach 
encompass? 
 
What relationships exist 
between network 
dimensions? 

Level 

Of Governance 
Institutional level of 

Governance 

 

Managerial Level of 

Governance 

 

Operational level of 

Governance 

Governance 

Dimensions  in 

use 

 
Community 
capacity/infrastructure 
social, political, 
economical climate 
Community Market 
Competition 
 
Common Mission 
Member’s Dependence 
 
 

Formal Method: 

Sanctions 
Monitoring 
Incentives  
 
Performance Measure  

Method 

 
Social Method: 

Workshop/ Meeting 
Training/ Education 

 
Actual Network Structure 
 
Managerial Networking 
 
Network Stability 

Intellectual 

Theories 

Resource Dependence 

Theory 

 

Homophily Theory 

 

Ecology theories: 

Community Ecology 
Common-Pool Resource 
Population Ecology 
 
Institutional Theories 

 

Transaction-Cost 

Theory 

 

Economic Organization 

Theories: 

Principal-Agent 
Transaction-Cost 
 
Social Exchange Theories: 

Stewardship  

Network Theories: 

Social capital 
Weak ties/Strong ties 
Repeated Game Theories 
Embeddedness 
Public Management 
Structure Holes 

 

 

 

60 



 

Comparing the Three Order: Key Research Questions 

 

First order network governance 

 
There are many different structural designs for the CBC initiatives. The 

governance forms developed to mitigate the problem of fragmentation fall roughly along 

a dimension that ranges from public interagency collaboration to lead agency models. 

What factors determine network forms? That is the most important principal research 

question in the first order approach. Answering this question can help decision makers 

understand macro or external environments and task environments, and figure out what 

type of network form makes the most sense for the particular circumstances. 

   
Macro Social Political Environmental Condition. A first order governance 

approach based on ecological theories helps identify the entire forms of network 

governance over the past 75 years and consider their adjustment to a major economic and 

social transformation. Roger and Mulford (1982) presented the historical development of 

human service models associated with general environmental conditions.20  Bureaucracy 

was accepted as a viable governance form. One of the major characteristics of this period 

was the continued growth and expansion of social service programs, which began in the 

1930s.  

 
Policy Context. Studying CBC networks in the provision of human services from 

the first governance approach is useful in placing human services in their larger policy 

settings. The public policy context that stimulated the CBC initiative and this type of 

network includes (a) the federal responsibility for services and programs to community 

levels; (b) the Personal Responsibility and Work Opportunity Act of 1996, commonly 

known as federal social welfare reform; (c) the Passage of the Adoption and Safe 

Families Act (ASFA) of 1997; and (d) state  response to federal welfare reform, for 

                                                 
20 They have reviewed some of the environmental conditions within which human service organizations 
have operated over the past 75 years, considering political-economy conditions. They provided four 
models: utilitarian model; altruism model; bureaucratic model; and public choice model. They found that 
environmental conditions had impacted general political and economic ideologies on interorganizational 
management and practices. In addition, they argued that changes in the general environment in which the 
delivery system operates is distinguished from the general environmental condition in other models.  
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example, the Florida’s Community-Based Care (CBC) Program, which took effect in 

1998. The welfare reform law and ASFA both represent an attack on poor families, and a 

direct challenge to objectives of family preservation and family support based on 

institutional care or residential care (McGowan 2000 Child Welfare). Cooperative, 

interorgainzational relationships are important to the child welfare service 

implementation of these public polices.  

 
Community Capacity. The child welfare service collaboration had to involve a 

school district, the county, juvenile justice or correction facility, and mental health center 

in developing an coordinated response to child welfare program problems. It was also 

expected that these collaborations would include others that represented community more 

widely. The governance approach proposes the presence of contingency conditions 

leading to effective CBC networks. In other words, the choice of CBC network 

governance form is consistent with the demand or support of the situation (community), 

and the effectiveness of the CBC network depends on the community as service partners 

and resource contributors (Rice 2001; Meyers 1993). The network configuration order 

governance approach has been a component of the FL CBC network strategic public 

network design management. Community environmental capacity refers to the level of 

resources available to a CBC network in its environment. For example, continuing 

responsibility for foster care may be located within the community, with the agency, or 

with the government, according to the particular context. The capacity for a real sense of 

community ownership for those separated from their children may be limited by local 

circumstances; political or ethnic divisions, for example, may severely inhibit a sense of 

community responsibility, while chronic poverty may inhibit people’s capacity to look 

beyond their own immediate survival needs. Unlike a resource-rich environment, a 

resource-poor environment has few organizations and services, with the attendant 

implications both for residents in need of services and for organizations in need of 

partners to better serve residents. This requires that our theory give attention to relations 

between levels of environmental conditions as well.  
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Market Competition. The network configuration order governance approach 

based on TCE is useful for understanding why public officials select and change a 

particular type of governance form from among network forms based on tasks or internal 

environments. Ecological-based theories focus on competition in the service environment 

(or market). TCE pays attention to competition in administrative procedures. High 

competition in administrative procedures refers to a clear and complete specification of 

the services required (DeHoog 1985). For this reason, high competition enjoys low asset 

specificity, clear performance measurement, and low uncertainty. Even if networks are 

considered as a distinct form of governance, the mechanism used can vary considerably 

and range from self-governance to a lead-organization model, or to a network 

administrative organization model in health and human service delivery networks 

(Provan and Kenis 2005).21 The self-governed governance form is probably the best for a 

fitness landscape when there are few, geographically proximate network participants, 

when network tasks are readily decomposable, when there is a history of cooperation 

among network members, and when organizational competencies regarding network 

goals and objectives are complementarily held by network participants. The lead 

organization form is most likely to emerge when there are many network participants, 

when a few network tasks are non-decomposable, when organizational competencies 

regarding network goals and objectives are held by a single network organization, and 

when trust among participants is low to moderate.  

 
    Members’ interdependence.  Resource dependency-oriented studies examine the 

impacts of a donor and a recipient’s power relationships on performance, and on 

recipient’s opportunism and commitment (Peffer and Salanick 2003; Burt 1983; Provan 

1993; Zuckerman and D’Aunno 1990; Provan, Beyer and Kruybosch 1980; Provan and 

Skinner 1989; Casciaro and Piskorski 2005; Bardach 1998; Choi and Kim 2007). 

                                                 
21 A self-governend network governance form is when network members work collectively as a network 
but have no separate governance structure. Lead organization governance typically occurs in health and 
human services where there may be a core provider agency that assumes the role of network leader because 
of its central position in the flow of clients and key resources. The network administrative organization 
(NAO) governance is when a separate administrative entity is set up specifically to manage the network 
and its activities. Like the lead organizational governance, the NAO governance plays a key role in 
coordinating and sustaining the network. However, unlike the lead organizational governance, the NAO 
goverannce is not led by a firm or agency delivering its own goods or services (Provan and Kenis 2005). 
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Casciaro and Piskorski (2005) found that while high mutual dependence is a key driver of 

mergers and acquisitions, lower mutual dependence acts as an obstacle to their formation. 

They concluded that the resource dependence relationship contributes to a powerful 

explanation of interorganizational action. Provan and Skinner (1989) explained vertical 

relationships between dealer-supplier networks in terms of transaction cost economics. 

They found that the level of the dealer’s power is critical for understanding the 

emergence of supplier’s opportunistic behavior in relations between them.  

 
Network Composition: Human and Provan (1997) offer evidence that small 

manufacturer networks (SEMs) with a high degree of domain similarity tend to 

experience both transformational outcomes (changes in manager thinking) and 

transactional outcomes (resource opportunities), while those with low domain similarity 

have more successful outcomes if they have extraindustry ties to support them. The first 

variable can be addressed through assessing and choosing carefully the partners to the 

contracting relationships, searching explicitly for actors the network managers can relate 

to, i..e, actors with similar values. This identity of value and motivation will certainly 

facilitate the emergence of interdependence (Gulati 1998) and trust (Jarillo 1988). 

Network dependence and composition relate to interorganizational relationships in terms 

of exchange. In their primitive form, theories of resource dependence and homophily 

seek to explain how people or organizations create, maintain, and dissolve network 

linkages on the basis of resources and attributes they posses and need as well as the 

resources that others in their networks posses and need (Monge and Contractor 2004). An 

initial willingness to rely on trust that the network participants can build up or tap as they 

adapt to future challenges. First impressions matter. All collaboration starts with a set of 

positive givens between partners as they realize they are interdependent and have similar 

backgrounds or experiences. This initial reservoir of comfort and confidence may be 

enhanced or diminished through the negotiation process. Low levels of initial trust are 

difficult to overcome.  

How to strike a balance between universal and contingent design? It is necessary 

to need to highlight community-based network design dilemmas. The principal dilemma 

involves the contradiction between a universal approach and a contingent approach. On 
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the one hand, from a universal perspective, the environment is relatively predictable or 

else the networks are well-insulated from the environment. This tight universal 

assumption enables intentions (networks) to become actions (performance). Thus, the 

specific form of network may not matter to the network designer. On the other hand, the 

contingency view portrays networks as proactively or reactively adapting to external 

constraints and dependencies. Adaptation indicates being aware of the various demands 

and constraints and then building networks to take account of the most critical constraints 

and demands made by the environment (community) as well as the network member’s 

capabilities and resources for exploiting these opportunities (Miles and Snow 1978; 

Mintzberg 1978).  

The main difference between the advocates of universal principals and the 

advocates of a contingency approach is that the former require less detailed information 

of the particulars of the environment, since designs are not contingent on the kind of 

specific community circumstances. Universal community-based networks come at a 

price. A network cannot be all things to all communities. The network designer must 

scale down his expectations for the positive linearity found in a universal network 

approach because we may have difficulty finding a way to deal with a one-size-fits-all 

network if it is initiated in the wrong environment. The ability to adapt to be an efficient 

community-based network where that is appropriate requires the maintenance of 

discretion achieving coalignment with the environment (Provan and Kenis 2008).  

From the universal perspective, community-based networks demand some kind of 

integrator. A strong integrator that can coordinate activities, and handle wicked problems 

is a critical component of a well-designed network. From the contingent perspective, the 

question is: who should play the integrator role? Goldsmith and Eggers (2004) provided 

three types of network integrator forms: government as integrator; prime contractor as 

integrator; and third party as integrator.  For example, in California’s project DESTINY 

(Demonstrating Effective Strategies for Intensive Placement Youth), a prime contractor 

model is most likely to fit the managed care services contracts approach. A single prime 

contractor integrates a compendium of services and manages multiple subcontractors for 

the agency. Under a managed services contract this responsibility shifts to the prime 

contractor. Government officials have a third choice: they can hire someone solely to 
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manage the network on behalf of the government. In contrast to the prime contractor 

model, the organization engaged to do this is usually not directly involved in service 

delivery.  

At the same time, from the universal perspective, the community-based network 

needs to develop horizontal networks. Community-based care is a primary force in 

sparking service integration and network development among providers. Integration of 

providers and formation of provider networks may be described as the development of a 

horizontal network. From the contingent approach, we seek to find various network 

structures among network members. For example, overall six models of formal provider 

network structures have been used to visually depict the provider network in Florida CBC 

networks: (1) a provider structure that maintains a lead agency comprised of partner 

organizations; (2) a provider structure that answers to a parent organization; (3) a more 

traditional provider model that excludes parent/partner organizations; (4) a model that 

depicts the use of service centers in the provider structures; (5) a provider model that 

involves a lead agency that is run by a county government; and (6) a provider model in 

which a lead agency retains case management services (see, Armstrong et. al. 2004, 2005, 

2006b). 

Community-based networks are not a silver bullet. Several platinum bullets need 

to be strung together in terms of developing a contingent approach. What this study 

suggests here is to connect the universal perspectives and contingent perspectives in an 

orderly fashion. The first step is to constitute generic types of competitive networks. 

Next, according to the classification of environment-related contingent advantage, the 

decoupling is fundamental for the identification of specific conditions which may 

improve the success of the network.   

 

Network Coordination Order Governance 

 
Network coordination order governance tries to minimize agent problems and 

increase interdependence among members.  The approach can give good answers to 

two important questions.  First, who will take the role of managing networks?  We can 

see different levels of agents. For example, the lead organization is an agent (to the 
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state) as well as a principal (to the providers). Therefore, if the state takes a role of 

principal, the state has two main agents (lead organization and service providers). The 

delegation of managing contracts from the state to the lead agency could be explained 

in terms of transaction costs (Epstein and O’Holloran 1999).  State legislators face a 

trade-off between state-imposed contract arrangements (i.e. government) and lead 

organization-imposed contract arrangements (i.e., market), similar to the make-or-buy 

decision faced by governments in child welfare markets.  Lead agency-service provider 

relations, much more than state-lead agency relations, can be viewed as hierarchical. 

The right to exercise governmental powers is given to lead agencies by state legislative 

acts. A transaction cost approach to second order governance is outlined to explain why 

and how state governments delegate authority to the lead organization. Is delegation 

determined by the amount of economic and political transaction costs involved in the 

exchange? The type and degree of intervention become a matter of weighing the 

transaction costs experienced at the lead agency level against the transaction costs 

experienced under various hierarchical arrangements (contracts) between the state and 

lead organizations.  

The network coordination order governance approach helps examine the 

differences in state-level (centralization) and lead-agency level (decentralization) 

contract management efforts. Although much has been written about state-wide 

contract management, little empirical data exists on similar effects at the lead agency 

level, though some research suggests that decentralization may allow a lead agency to 

establish more appropriate priorities or create effective contract management. State-

wide contract management is close to the synoptic governance approach that assumes 

that the synoptic model of second order approach fits all CBC areas no matter what 

their context or situation. However, state-wide contract management is criticized for 

three main reasons. 

 

1. State-wide rules often preempt lead agency authority and restrict the ability 

of lead agency managers to respond to CBC area problems. 

2. The preemption of lead agency control raises accountability problems for 

the lead agency but perhaps not for the state with its overall contracting role. 
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3. Opponents of state-wide control argue that “one-size-fits-all” contract 

management rarely achieves the objective in an efficient or effective 

manner. State-wide rules ignore CBC area variations in the capacity of CBC 

units of service providers to respond to local needs. 

 

Much of the state-wide control controversy surrounds the mismatch between 

imposed responsibilities and the CBC area capacity.  How can a shared administration 

between state and lead agencies be built? The role of state government is to provide 

money for lead agencies to spend on specified functions, to set certain standards, and to 

exercise a minimum amount of supervision over lead agencies. The lead agencies have 

primary and direct responsibility to achieve those standards (or performance outcome 

goals), some of which are administered within lead agencies and some through service 

providers.  

The second question that the second order governance approach tries to answer 

is: what types of intervention tools are most appropriate? Community-based networks 

imply the wider use of multiple instruments than might be used by a more traditional 

public sector (Agranoff and McGuire 2001). Public administration to a significant 

extent is centered around procedural rules and regulations. Network governance can use 

a number of less direct forms of intervention as the means to achieve its ends (Peters 

and Pierre 1998). We need to develop new instruments of control and accountability, 

and better assess the ones we use now.   

The second order approach illustrates the multiple characters of network 

governance and the potential conflict between public and nonprofit organizations. 

Directed coordination is that relationship between an integrator (network manager) and 

a number of service providers where service providers are legally subordinate to the 

integrator. The integrator has direct line authority over the providers to require that they 

coordinate service deliver either with respect to a geographic area or a function. In 

directed coordination, the integrator has the authority to mandate the development of 

integrating linkages among the service providers. In particular, such power includes 

authority to compel participation by service providers in a single system of planning, 
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programming, budgeting, evaluation, and implementation of social service delivery 

(Gans and Horton 1975).  

Networks with highly standardized procedures are better able and prepared for a 

concerted joint endeavor than is a network with a low degree of standardized 

procedures. Such standardization allows for closer supervision and greater 

accountability, and is the precursor of standard, routine transactions with the 

organization within the environment. The latter issues the maintenance of an orderly 

and reliable pattern of resource flow from other involved organizations. 

Standardization, in other words, guarantees a return on effective control mechanisms.   

Managers face more decisions regarding trade-offs between low monitoring tools 

and high monitoring tools according to the degree of asset specificity and ease of 

measurement (Brown et al. 2006; Shetterly 2000). Governments that contract for more 

highly asset-specific services are expected to be more likely to adopt various monitoring 

tools. For example, Brown and Postoski’s (2003b) study showed that governments that 

contract for the disposal of hazardous materials as highly asset specific are likely to 

engage in vendor audits and field observations. Governments that contract for difficult-

to-measure services – for example, drug and alcohol treatment programs – are more 

likely to use other monitoring techniques, namely vendor audits and field observation 

compared with vertical integration.  

Issues of asset specificity are important in managed care since the health care and 

human service field are organized around providers that specialize in a particular type of 

medicine. Due to extensive healthcare specialization, it is difficult for others outside of 

the specialty area to monitor the appropriateness of treatment decisions. Information 

asymmetry and conflicts of interest are potentially rampant in the healthcare setting. Thus 

principal-agent issues are prevalent in managed care settings. Managed care relies 

extensively on the use of contracts to control the behavior of its agents. Its contract 

monitoring procedures are at the center of its cost containment scheme. While providers 

are subject to capitation and risk sharing, they may also be held accountable for quality 

indicators.  

Ease of measurement refers to how easily and well managers can assess the 

quantity or quality of services. Easily measured services have identifiable performance 
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metrics that accurately stand for either the outputs or outcomes of service quantity and 

quality. But even if performance outcomes are difficult to measure, contract managers 

emphasize objective award criteria, and objective cost and performance monitoring 

(Dehoog 1990). As principal-agent theory suggests, agents may exploit their information 

advantage by lowering services quality and quantity as with asset-specific services, 

difficult-to-measure services make principals vulnerable to unscrupulous vendors. In 

these situations, an adequate management monitoring capacity creates an environment 

where providers are constantly concerned with the innovations of other agencies in their 

networks (Agranoff 2003).  

Policy makers consider the use of alternative levels of contract management 

activities, in particular, the lead-agency approaches that allow lead agency executives 

some flexibility in choosing contract management tools that fit their situations.  

Child protection issues reflect competing human interests and values about alternative 

courses of public action. Competing interests and values complicate the process of 

reaching agreement on suitable performance measures. For example, legislators want to 

demonstrate that programs are working or that tax dollars are being used wisely. 

Journalists like stories that compare performance of various CBC jurisdictions using 

measures on child abuse numbers. Stakeholders want measures to hold agencies 

accountable for their performance. Many network managers recognize that performance 

management serves useful tools to accommodate competing values. Establishing useful 

performance measures for child protection programs has been much more important. 

Much of the service delivery for children and family is occurring at the subcontractor 

level. In order to ensure good outcomes for children, lead agencies should track the 

performance of their subcontractors, which would enable them to identify and correct the 

underlying contributors to poor performance. 

The principal-agent literature illustrates that when contracting is involved in 

complex relationships, tension is created and one actor becomes accountable to another. 

If the incentives of the agent are not aligned properly with the contract, then shirking 

could occur and damage to the overall productivity of network could happen 

(Metzenbaum 2006). Imperial (2004) found that a good performance management system 

in network settings improves service delivery and enhances accountability. He argued 
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that performance measures can motivate organizations to work together to achieve 

collective goals and encourage partners to adhere to agreements developed using 

collaborative processes.  

Experts have identified critical steps in developing a more performance-based 

and results-oriented system, including identifying the outcomes to be achieved and their 

measures, establishing accountability for performance and results, and developing a 

data system to manage information on outcomes. We found that states and localities are 

identifying child and family outcome measure in areas of child safety, a permanent 

home for the child, child and family well-being, the stability of out-of-home 

placements, and client satisfaction with the service plan. Many agencies operating these 

initiatives are holding managed care contractors accountable for desired results by 

using outcome measures to establish performance standards and link performance to 

financial incentives. Most CBC networks can try to promote some of the goals of 

competition by measuring outcomes of services in addition to overseeing input or 

process measures. Such measurements try to address the classic principal-agent 

problems as well as high transaction cost problems in which the principal lacks 

information about the agent’s activities (Lavery 1999).  

Communicative instruments focus on the transfer of information. 

Communication tools are formal provisions for improving collaborative efforts between 

network members and are a means for fostering better cooperation while not necessarily 

reducing the network manager’s authority over policy development and implementation 

(Bruijn and Heuvelhof 1997). Furthermore, improvements in intergovernmental 

communication can help prevent implementation delays by removing the need for 

service providers to seek program modifications through administrative or political 

means. Communication tools should allow mutual learning and the creation of a high 

degree of interorganizational trust and consensus on the respective domains of activity 

and modes of intervention (Ouchi 1980 ASQ). Less formal communication tools enable 

multiple lateral information flows which permeate organizational boundaries at several 

levels that also facilitate collaboration (Weiner 1990 Book). Communication tools can 

be generated in a number of ways, for example, through the use of interlocking boards 

of directors, involvement of staff from one organization in meetings with their 
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counterparts in other organizations, training sessions, and other joint activities 

(Chisholm 1989 Book; Cummings 1984 Book).  

 

Network Self-Regulation Order Governance   

 
Agranoff (2007) assemble a comprehensive review of third order network 

governance, applying lessons from studying fourteen networks to address management 

questions within networks for public management network research. We submit that 

third order network governance literature addresses two broad questions.  

First, what dimensions of a network does a comprehensive third order approach 

encompass? Little attention has been paid to network structure with other dimensions of 

network governance that may explain network governance performance (Berry and 

Brower et al. 2004). Network structure is one explanatory variable, but its effect may be 

small or quite uncertain (Ahuja & Carley 1999; Schneider et al. 2003). Governance 

includes the key elements of both institutions and network theory (Frederickson 1999). 

In this sense, the consideration of other third order network governance dimensions 

cannot be ignored. We generate three conceptual dimensions in third order network 

analysis through examining relevant literature review and forming comprehensive third 

order models.  

 
Managerial Networking Explanations. Studies generally focus on the 

importance of managerial networking, managerial power, and managerial quality on 

performance (Berry and Brower 2005; Mandell 1984; Agranoff and McGuire 2003; 

Webster et al. 1998; Kickert and Koppenjan 1997; O’Toole and Meier 1999; Agaranoff 

2003; Meier and O’Toole 2001, 2005; Miller 1992). Meier and O’Toole have 

developed an empirical model that allows scholars to test for the impact of managers on 

a network system and its outputs (2003, 2004). They are interested in the nitty-gritty 

ways that managing in networks might be different from managing solely in and 

through a hierarchy focused on program operations. They, for example, illustrated three 

types of network management (managerial networking, managerial quantity, and 

managerial quality). Estimating a variant of their management model (see O’Toole and 

Meier, 1999) to a data set of Texas school districts, they find that superintendents who 
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actively network can influence the resources and constraints facing their school 

districts--ultimately leading to improvements in the district pass rate for a high--stakes 

exam.  

 
Network Structure Explanations. Actual network structure-oriented studies 

examine the influence of the informal network structure on performance (Alter and Hage 

1993; Berry and Gao 2005; Provan and Milward 1995; Hansen 1999; Ahuja and Carley 

1999; Calloway et al. 1998; Uzzi 1996, 1997; Harrison and Weiss 1998; Mandell 2001; 

Graddy and Chen 2006; Burt 1992, 2005; Coleman 1988, 1990; Granovetter 1973; Brass 

1985; Lin 2002). According to Granovetter’s (1973) strength of weak ties thesis, a weak 

tie may provide more productive information for finding jobs than strong ties with close 

friends who know each other. From the individual’s point of view, weak ties are an 

important resource in making possible mobility opportunities. From a more macroscopic 

vantage, weak ties play a role in effecting social cohesion (Granovetter 1973). For 

example, when a man changes jobs, he is not only moving from one network of ties to 

another, but also establishing a link between them. 

On the other hand, Colman (1990) and Lin (2002) stress that clustering does 

indeed promote consistency of norms and beliefs necessary to ensure trust and sustain 

cooperation. However, effects of weak and strong ties on performance seem to be 

inconclusive. Hansen (1999) found that weak ties are not effective in transferring 

complex information. There is little incentive for individuals connected by weak ties to 

assist in the transmission of information that is difficult to share with others. What is the 

optimal mix of weak and strong ties? Weak ties are needed for nonredundant information 

(Graonovetter 1973), but strong ties are necessary when complex information is involved 

(Hansen 1999) and when client well-being depends on the integrated and coordinated 

actions of many different agencies separately providing health and mental health services 

(Provan 1995).  

 
Network Stability Explanations. Network stability-oriented studies emphasize 

stable relationships, repeated games, or relational contracts that enhance trust, learning, 

and adaptation (Provan and Milward 1995, 2006; Axelord 1984; Ostrom 1990; Sabatier 

& Jenkins-Smith 1993; Park and Feoick 2005; Bueren et al., 2003). Park and Feiock 

73 



(2005) explore the relationships between cognitive social capital, which encompasses 

cooperative norms and trustworthiness among local governments resulting from 

collective experience and opportunistic behavior by community members. Through a 

review of economic development, they confirmed that cognitive social capital had a 

greater impact on collective action to form economic development partnerships. Relying 

on repeated game theory, Axelord (1984) argued that less exploitation is characteristic of 

situations where continued association is likely and where they involve quasi-permanent 

pairing of individuals.  

 

Conceptual Dimensions in the Network Self-Regulation Order Analysis  

 
Regarding the network,22 over the past decades there have been various 

conceptual views of network analysis. There has not been much systematic conceptual 

integration among the disciplines23 (Berry and Brower et al. 2004). Sometimes, the term 

network has been used as a loose metaphor for the interdependent characteristic of 

governance. Other analysts mean the term to refer to interorganizational structures, and 

they use some of the concepts and tools of sociology to dissect these and build empirical 

theory. Some researchers focus primarily on managerial networking: the actual network 

manager connections made between or among actors operating in some social space. Still 

additional researchers focus on network contexts.  

Avoiding the paucity of the term as used above, the interest in this paper is in 

three aspects of the network governance analysis: 1) an actual structural/positional 

dimension of network which emphasizes forms of actual network, 2) a stable dimension 

which focus on contents of network and the cognitive process within network, and 3) a 

behavior dimension which focuses on the efforts of managerial networking. 

 

                                                 
22 Network is generally defined as a specific type of relation linking a defined set of persons, objectives, or 
events (Knoke and Kuklinski 1982). A networks of public organizations is defined as formal and informal 
structures, composed of representatives from governmental and nongovernmental agencies working 
interdependently to exchange information and jointly formulate and implement policies that are usually 
designed for action through their respective organizations (Agranoff, 2004: 63). 
23 Berry, Brower, and colleagues identified and described the development of three traditions of network 
research: social network analysis based on sociology, policy network analysis based on political science, 
and public management networks based on public administration and business administration.  
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Actual Structure Dimension. Actual structure is about who talks to whom, who 

interacts with whom, or how the configuration of the patterns influences actions. The 

principals of elements in the configuration of network are nodes and links. A node 

represents individuals or organizations representing actors and linkages that represent 

connectedness with others. The approach focuses on the micro-level issues of networks 

and builds on the work done by sociologists studying networks of individuals 

(Granovetter 1973; Burt 1992; Coleman 1990).  

The work done using this approach for the study of network has been 

considerable, making important contributions to the description and explanation of the 

structural characteristics of network, developing such concepts as density, centralization, 

and structural holes. In actual structural approaches, the main objective can either be to 

describe, explore or compare relational configurations. The approach contributes central 

ideas. Here, networks are defined as a set of actors or nodes and a set of present and 

absent relationships between these nodes. A consequence of this definition is that 

network performance is considered to vary with regard to structural patterns of relations.  

 

Behavior Dimension. This dimension is characterized by network participants, in 

particular network managers, taking strategic action and seeking out multiple actors and 

resources to adequately service their network. It emphasizes horizontal and vertical 

communication in a highly complex administrative context as well as bargaining and 

negotiation to achieve network goals and tasks. The behavioral approach represents 

network governance distancing itself from a traditional managerialism dependence on the 

network governance. The behavioral model investigates how public managers, in 

interacting with their networked settings, can take action or play roles that contribute to 

the performance of their networks (Meier and O’Toole 2001; O’Toole and Meier 2003; 

Mintrom 2000).  

The prime focus in this model is to explain with some care the impact of a 

strategic choice that network managers often face: how much energy and effort should 

they devote to operating the external network (i.e., outside the core stakeholder 

organization) versus their energy and effort given to the internal network?  The 

implication for public management practice and theory lies not simply in the extent to 
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which networks have become a primary organizational setting for designing and 

executing policy, but in the style and number of networking approaches that exist within 

the policy process of a single network (Agranoff and McGuire 1998).  

 
Stability Dimension.  One can argue that stability is a core value in networks as 

the functioning of the network largely depends on repeat interactions. Stability 

approaches studied by political science include three concepts: games, arenas, and 

networks. Games refer to a series of interaction between and among actors that focus on 

influencing problem formulations, solutions, and procedures regarding an approach to a 

specific policy issue (Axelord 1984). The arena is the place where specific groups of 

actors interact on an issue and make choices on specific aspects of the issue (Ostrom 

1990). Thus, an arena consists of a set of actors, the decision-making situation in which 

they can be found, and the organizational arrangements involved. A policy network is a 

collection of stable relations, among mutually dependent actors (Rhodes 1997; Kickert, 

Klijin, and Koppenjan 1997). The network develops during the course of time through 

frequent interactions in an arena, and they are more encompassing and generally more 

durable. 

 Long-term relationships can build trust among the participants that will generate 

cooperative behavior. Network analysis, therefore, is likely to be best analyzed in 

Bayesian terms, in which each actor has prior probabilities about the actions other actors 

are likely to take. With each iteration of the game, consistent positive behavior will 

decrease the wicked problems that are generated by the other actors.  

Thus, stability dimensions underscore the contents of networks and cognitive 

process characteristics which stress repeated flows of information or communication 

within networks (Klijin and Koppenjan 2000). Content characteristics have to do with 

mutually reinforcing goals for interaction behaviors of individuals within networks or 

with the shared meaning that they attach to their interactions. A cognitive process is 

concern about how network participants share their knowledge and learn network 

norms/rules. Learning involves the detection and correction of error, discrepancy between 

organizational roles and actual practice. Thus, aspects of network stability are important 

to explain network performance.   
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Second, what relationships exist between network dimensions? The three 

dimensions in third order network governance might point to different sources of third 

order network governance failure and propose different ways of solving the problems. 

However, the various sources of third order governance failure seem to supplement rather 

than contradict each other, and the different cures all seem to involve the exercise of 

some kind of comprehensive governance. The primary objective in studying the three 

approaches is to systematically evaluate multi-theories on how and why mobilization 

coordination among network participants emerged and what kinds of structures and 

processes are necessary for maintaining network effectiveness.  

The variables of the three dimensions are the relationship themselves. The 

institutionalization of a relationship is evident in three basic interactions that evolve over 

time between interaction processes of managerial networking, network structure, and 

network stability. These interactions between the characteristics of relationships are an 

product of the social-psychological dynamics of inter-personal socialization and norm 

formation. Therefore, network structure, managerial networking, and network stability 

focus on governing the properties of interorganizational relationships as interaction 

processes after the formation of network governance (Agranoff 2007; Thompson and 

Perry 2006 PAR). Managers need to know more than the input conditions, investments, 

and types of governance structures required for a relationship (Ring and van de Ven 

1994).  

Based on the argument above, network structure, managerial networking, and 

network stability will be referred to in terms of established interactions as operating 

interdependence. By contrast, we shall refer to dependence and homophily as the type of 

interdependence involved in the setting up of an interorganizational program as formative 

interdependence. The distinction relates to how a network can be created and sustained. 

Efficiency and effectiveness are the basic conditions for the existence of networks. We 

shall see what mechanisms are used by actual network managers to ensure that those 

conditions apply. Two sets of variables link to the types of strategic network management 

which intend to improve the interaction between actors in network settings (Klijin and 

Koppenjan 2000). Public network managers face a continuum of strategies and 
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managerial role choices depending on various third order network dimensions; each has 

different assumptions about the network composition, structure, and benefits.  

 

 

Comparing Levels of Network Governance Research 

            
 This dissertation compares the three network governance approaches about 

network governance that are likely to make community-based networks work. The logic 

of the three order network governance summarized in Table 4.1 becomes a framework for 

designing and interpreting specific investigations. References to this framework can be 

helpful in addressing the questions described above in this chapter. Even at a reduced 

level of complexity, however, the scope of theoretical possibilities is quite large, and 

modeling problems are potentially unwieldy. To make the task of conceptualizing 

network governance models more tractable, I have simplified the process logic of the 

three order network governance. I link this line of intuitive insight with the process logic 

of network growth. 

 

● The institutional level of first order network governance is concerned with the 

establishment of governing relations. This stage gets together, agrees on a common goal, 

and decides what to do. At this stage, performance relies on whether the existing form of 

network governance allows the participants to feel that the network governance form is 

set to begin the work of the network.  

● The managerial level of second order network governance is concerned with the further 

shaping of governing relations, or the elaboration of strategies, by network managers or 

network members – comprising relationships between power/authority, coordination 

mechanisms, management, and network routinization. This is the stage in which the costs 

of continued interaction need to be reduced and participants need to accept the benefits of 

continuing their participation in the network.   

● The operational level of third order network governance is concerned with interactions 

among network members, where strategic alignments are given their trust-based 

expression – comprising relationships between perceptions, values, and attitudes. The 

degree to which participants feel they have built tighter linkages with each other is one 
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measure of performance at this stage. This is because such linkages provide a basis of 

sustained commitment to enable the participants to mobilize and act together when 

necessary. Thus this stage is the most advanced network governance property, implicated 

in the flexibility and adaptability of network governance.  

          The value of this integrated framework lies in directing attention to the dynamic 

relations within and between the first, second, or third order levels of CBC network 

governance. Does the process of strategic alignment creation affect the influence of these 

alignments on CBC network development and management? How does the distribution 

of formal power at the second order level mediate the influence of strategic alignments on 

the third order level? How does cooperation at the third order level influence the 

effectiveness of the CBC network? These kinds of questions are likely to receive greater 

attention in network research design and the network research design is more likely to be 

an interdisciplinary activity if reference is made to the three order network governance 

framework that recognizes distinctive levels of network governance. By recognizing this 

three order governance framework, network governance research is more likely to 

produce usable knowledge about governing instead of ignoring contexts and processes 

that are fundamental elements of network governance in practice. 

          This three order network governance framework is not a paradigm; the framework 

intends, to some extent, to build a unified theory of network governance. It can depict 

how network governance works. Further, it is a schematic or heuristic framework that 

suggests how the elements of network governance might be linked through dynamic 

sequences, and interactive processes. Within the three order framework are particular 

ways of identifying relationships that influence network growth. Identifying their actual 

influence requires theory, models, and data.  How might researchers think about the 

dynamics of governing relations within each level of the three order network governance? 

Chapters 5 and 6 put forward empirical data and models from case studies that have 

implications for future research. 
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CHAPTER 5:  

METHODOLOGY AND DATA 
 
 

This dissertation uses a mixed methods approach to develop empirical 

assessments of the development of networks across the three orders of governance laid 

out in the first four chapters. One approach was the case study approach, well described 

by Yin (1984) in which multiple levels of analysis (at the agency, network, and 

community levels) are used to develop an in-depth picture of a single case, which in my 

dissertation is a CBC network. I used this approach in each of three network systems, so 

that this dissertation has a comparative case research design. I draw on extensive 

qualitative and questionnaire data collected from lead agencies and service providers 

across the 3 CBC networks, collected 2008. From this survey design, I aggregated 

responses by the CBC network to reflect the properties of that system and then compared 

across the three networks. Although case studies have been important to network research 

(e.g., much of Agranoff and McGuire’s work), case studies remain rather rare within the 

network governance literature. Using a case study design was appropriate for theory 

building because it allows us to (1) answer “how” questions about a contemporary set of 

events over which we, as investigators, had little or no control over (Yin 1984), (2) 

mobilize multiple observations on complex relational processes (Eisenhardt 1989b), and 

(3) draw in the significance of various interconnected levels of analysis (Pettigrew 1990).  

 

Research Settings and Criteria for Selection 

 
I conducted an in-depth case study of three CBC networks, labeled the heartland 

for children (HFC) networks, partnership for family (PSF) networks, and children 

network of southwest (CNSW) networks. Table 5.1 presents the main characteristics of 

the three CBC networks. I used a most-similar/most-different research design, selecting a 

first with low level of community resources, a second with relatively moderate levels of 
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community resources, and a third with relatively high levels of community resources. All 

three cases include rural areas.   

 
Table 5.1: 

Main Characteristics of the PSF, HFC, and CNSW network 

 

 PSF HFC CNSW 
Network  
Formation 

2003 2003 2003 

Socio-
Economic 
Condition 

Rural Area 
(Cover 11 Counties) 

Rural Area 
(Cover 3 Counties) 

Rural Area 
(Cover 5 Counties) 

Number of 
Children Served 

4,720 5.260 5,089 

Interviewee Regional Director 1 
CEO in Lead Agency 1 
Director of Special Services in 
Lead Agency 1 
Manager of Program in Lead 
Agency 1 
Executive Directors in Service 
Provider Organization 3  

Regional Director 1 
CEO in Lead Agency 1 
Program Director in Lead 
Agency 1 
Program Director in 
Service Provider 
Organization 1 
Executive Director in 
Service Provider 2 

Regional Director 1 
CEO in Lead Agency 1 
Community 
Development Director 
in Lead Agency 1 
Director of Operations 
in Lead Agency 1 
Executive Director in 
Service Provider 2 

Documents Reports of policies and 
procedures 
Evaluation Document  
Newsletter 
Quality Management Reports 
Reports of internal 
technological meetings 

Reports of policies and 
procedures 
Evaluation Document  
Newsletter 
Quality Management 
Reports 
 

Reports of policies and 
procedures 
Evaluation Document  
Newsletter 
Quality Management 
Reports 
Reports of internal 
technological meetings 
Reports of steering 
meetings between 
service providers 

 
 

Interview Data Collection and Analysis 

 
First, I triangulated my data, applying three data sources: interviews, the surveys 

to both lead agencies and to service providers, and documents (Eisenhardt 1989; Yin 

1984). Second, I asked informants to reflect on concrete issues rather than abstract 

concepts to reduce the risk of cognitive biases and impression management (Miller, 

Cardinal, & Glick 1997). Finally, I attempted to verify individual reports by asking 

similar questions to multiple informants (Cardinal, Sitkin, & Long 2004).  
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Following Pettigrew’s (1990) and Pentland’s (1999) suggestions, I distinguished 

three different stages in my theory-building efforts, going from the surface level to deeper 

levels of data collection and analysis. In the first stage, I conducted unstructured 

interviews with three managers of CBC networks to obtain some initial information about 

the history and characteristics of the three CBC networks. For each network, I also 

studied relevant documents. I obtained publicly available information (i.e., annual reports 

and newsletter). In the second stage, I conducted semistructured interviews with 

informants of three networks (See Table 5.2 for the schedule of questions). As I wanted 

to analyze network development processes based on first, second, and third order network 

governance, I made an effort to interview not only top managers and program/contract 

managers in lead organization but also managers in service providers (See table 5.1). 

Each interview was conducted individually, face-to-face. The average length of the 

interviews was between one and two hours. All the interviews were taped. At this stage, I 

also reexamined available documents to verify whether the content of the interviews was 

consistent with the content of documents such as reports of policies and procedures. 

When discrepancies occurred among data sources, I contacted respondents for additional 

questions and clarification. Subsequently, I wrote a case study report. In this report, I 

made extensive use of citations from both interviews in order to stay very close to the 

original data, achieving a high level of accuracy (Langley 1999).  
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Table 5.2:  

Interview Questions 

 

General Interview Questions 

1. Could you describe the condition of community resources your organization covers? 
And could you explain any cooperation experience your agency had with other service 
providers in your CBC area prior to joining the CBC network? 

2. How would you define centralized CBC systems and decentralized CBC systems? 
What factors influence the form of different style found in the CBC system? 

3. Can you explain how you operate service center in your CBC area?  
4. Could you provide an example of an unsuccessful CBC services contract? What 
factors made that contract unsuccessful? 

5. How would you use various community organizations/residents in order to enhance 
program performance or legitimacy? Is the Community involved in providing service? 
Please describe how? 

6. Are there particular management control tools that contribute to the CBC program 
success? 
7. What types of social coordination mechanisms have you used in your CBC system 
used? 

8. What advice would you give to network managers about how best to: 
   a. Establish a good relationship with service providers as well as community? 
   b. Manage a CBC services contract? 
   c. Increase trust and learning in CBC network? 
9. What are the biggest challenges in CBC network located in rural area? And How do 
you overcome these challenge? 

 
 
In the third and last stage, I analyzed the data through an inductive approach, 

moving from first order and second order analysis. The first-order analysis was formed 

around the information as expressed by the informants. I conducted a content analysis of 

the PSF, HFC, and CNSW network to identify differences in the development processes 

of CBC networks. Using statements from interviews, documents, and surveys, I also 

developed for each CBC network a development path of the CBC networks. During the 

second-order analysis, I moved to a more theoretical level, examining the data and first-

order findings to arrive at an explanatory framework that allowed addressing the original 

research questions (Van Maanen 1979). I focused on identifying connections between 

three order network governance concepts. This multistage process of comparative case 

analyses resulted in a multilevel process model, separating out institutional, managerial, 

and operational levels and identifying connections among them. I also contrasted and 

83 



compared my empirical findings with the two competing models of network development 

(Agranoff and McGuire 2001), linear and recursive perspectives. This three-cornered data 

analysis approach finally resulted in new theoretical insights regarding the connections 

between first, second, third order network governance.   

When a first draft of this dissertation had been completed, I conducted feedback 

interviews with the three top managers who were interviewed at the first stage to discuss 

my interpretations and explanatory framework. These feedback interviewees proved to be 

very helpful not only in fine-tuning my insights but also in testing the internal validity of 

my findings.  

 

Survey Data Collection and Analysis 

 
The survey questions were developed, one for lead agency directors, and one for 

service providers in the CBC networks. Both survey contained a core set of questions (20 

questions) while the lead agency survey was more in-depth and contained a total of 72 

questions, the service provider survey was much shorter with only 11 questions. A final 

version of the survey questionnaires was sent to service providers and lead agencies in 

three CBC networks by mail on March 2008, and the distributed surveys were collected 

by November 2008. After sending the survey package, electronic mail message were sent 

to the manager of service provider organizations to ask them to respond to this survey. 

The survey questionnaire and letter are found in Appendix I. As Table 5.3 showed a total 

of 59 surveys returned from managers in service provider organizations and lead 

agencies, after eliminating the incomplete surveys, 52 were identified to be valid. We 

received responses from 15 PSF network (71.5% response rate), from 21 HFC network 

(53. 9% response rate), and from 16 CNSW network (66.7% response rate). This study 

did not use any identities on the survey questionnaires to preserve the confidentiality of 

respondents. A one-page cover letter on letterhead was developed as shown in Appendix. 

In the mail, I will include pre-paid return and self-addressed envelopes in order to 

increase response rate. Moreover, the survey has been approved by the Human Subject 

Committee of the Florida State University. I have attached a copy of the letter of 

approved in Appendix II. The Ucinet 6.0 program was used to analyze of actual network 
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structures. With confirmatory factor analysis, I tested the construct validity of managerial 

networking and resource dependence variables.  

 
Table 5.3: 

Survey Response Rate 

 

 PSF HFC CNSW 

Total target Population    
   - Lead agencies/ Service Providers 21 39 24 
   - Percent (%) 100 100 100 

 
Total coded samples 

   

   - Lead agencies/Service Providers 18 24 17 
   - Percent (%) 85.7 61.5 70.9 

 
Total usable samples 

   

   - Lead Agencies/ Service Providers 15 21 16 
   - Percent (%) 71.5 53.9 66.7 
    

 
 

The summary of service provider characteristics used for this study is reported in 

Table 5.4. The service provider respondents consisted of nation-wide organizations 34. 

6%, state-wide organizations 15.4%, and local-based organizations 50.0%. Their roles are 

chief executive director 50.0%, program director/manager 31.8%, vice president 5.8%, 

administrative staff 5.8%, and program coordinator 7.7%.  Their ages ranged from 25-34 

years old 3.9%, 35-44 years old 36.5%, 45-54 years old 40.4%, and 55-64 years old 

19.2%.  
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Table 5.4: 

Characteristics of Service Providers 

 
 
 

Number Percent 

 
Types of Organization (n =52) 

  

-  Nation-wide 18 34.6% 
  -  State-wide  8 15.4% 
  -  Local-based 26 50.0% 
 
Roles of Respondent (n = 52) 

  

  -  Chief Executive Officer 26 50.0% 
  -  Program Director/ Manager 16 31.8% 
  -  Vice President 3 5.8% 
  -  Administrative Staff 3 5.8% 
-  Program Coordinator 4 7.7% 

 
Ages  (n = 52) 

  

 - 18 - 24   
 - 25 - 34 2 3.9% 
 - 35 - 44 19 36.5% 
 - 45 – 54 21 40.4% 
 - 55 – 64 10 19.2% 
- above 64 
 

  

 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Measurement 

Following is the description of four dimensions and measurement for all items of 

the service providers. The full questionnaire is included in Appendix B.   

 

Network Structure 

This study used network density and centralization to measure network structure 

properties in third order network governance. These measures are developed from social 

network analysis.  

Network Density. Density is the proportion of the total number of lines that can 

possibly appear in a graph that actually does appear (n/(N*N-1) (Wasserman and Faust 

1994). The percentage can be interpreted as the amount of linkages that actually occur 

within the network being examined. Therefore, the higher score, the more linkages that 
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are actually present in the network. A fully connected network would acquire a score of 

1, while a completely unconnected network acquires a score of 0. Figure 5.1 illustrate this 

concept. 

 

 
 
 
 
 
` 
 
 
   
   a) a fully connected network.                                b) a fully fragmented network 
           Density = 1                                                                   Density = 0 

 
               Figure 5.1: Illustration of Density 
 

 

Resource Dependency on Networks 

The importance of a resource to an organization consists of the organization’s need 

for the resource in order to function, to operate, or to deliver programs or service (Peffer 

and Salanick 1978). The importance dimension incorporates the elements of 

substitutability and criticality to forego the resource and still continue operating ( Peffer 

and Salanick 1978; Aldrich 1979). In order to obtain a measure of resource dependency 

on the networks for material (funding, and facilities/equipment) and non-material 

(reputation/legitimacy) resources, the following questions were considered in the 

perspective of service providers. The variables are subjective to confirmatory factor 

analysis. 

1. I believe that service providers have close relationships with neighboring service 

providers.  

2. I believe that the actions, activities, and role of service providers are desirable and 

appropriate.  

3. My organization follows up on important guidance/suggestions from service 

providers.  

4. Service providers provide my organization with staff, facilities, and equipment. 
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5. My organization covers approximately entire annual budget from the child 

welfare services.  

 

Managerial Networking 

This measure is intended to get at the reported behavior of service provider 

organization managers as they interact with the important parties in the CBC area's 

environment. To measure behavioral networking activity of managers is captured by 

O'Toole and Meier's survey measurement (2004) where superintendents reported their 

frequency of contact with network actors. This study asked respondents to specify the 

frequency of communications with three groups of organizations (governments, 

professional organizations, and community organizations/residents).  

  

Network Stability 

In measures of stability, O’Toole and Meier (2003) used managerial stability and 

teacher stability. From the survey respondents, managerial stability was measured simply 

as the number of years the superintendent has been employed by the district. From the 

Texas Education Agency, teacher stability was measured as the percentage of teachers 

employed the district during the preceding year who continues to work for the district. 

For this study, stability of CBC networks are measured from the survey responses of 

service providers and lead agencies. The following questions were considered.  

 

● Line workers such as case workers or foster parents in your organization have   

   changed frequently. 

● Case managers and case monitors in your region have changed frequently. 

● Managers of service providers have changed frequently. 
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CHAPTER 6:  

THE CASES 
 

 

Previously discussed in Chapter 5 are the research methods, instruments, and 

procedures developed to answer research questions proposed in this study. This chapter 

describes the major characteristics of the three cases and presents findings.   

 

First Order:  

Network Configuration Order Governance 

 

            Across the three cases, external and internal conditions that influence the 

development of network configuration order governance are identified (see Table 6.1). 

Interviewees argued that limited service providers and poor transportation systems 

challenge the CBC networks in rural areas. Also the scattered population distribution had 

a negative influence on CBC systems in rural areas. I consider two external factors: 

market competition and community resources.  Prior research has attempted to articulate 

the relationship between the internal initial conditions and the modes of network 

governance. Keast at al. (2004) found that two conditions of unique structural 

arrangements – a common mission and member’s interdependence – significantly 

contributed to network design. Provan and Kenis (2008) reported that trust, number of 

participants, goal consensus, and need for network-level competence shaped the forms of 

network governance. For example, when trust is narrowly shared among network 

participants and when the need for network-level competencies is moderate, more 

hierarchical network governance will be most effective for achieving network-level 

outcomes. Other studies (Gualti 1995; Powell et al. 2006) have also reported a positive 

relationship between internal initial conditions and forms of network governance. Here 

are included three internal initial conditions: prior cooperation experience, resource 

dependence, and homophily. The five internal and external factors are important and can 

explain considerable variance in the choice of one form over another.  
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             The successful CNSW CBC network has favorable initial conditions. As Doz 

elaborates (1996), the network members identified a clear and common strategic rationale 

for their cooperation, since service providers were investigating how to improve their 

child welfare service market. Therefore there was little conflict between their mutual 

expectations. Their previous cooperation experience enabled them to work well together 

and to develop mutual trust. At the same time, coming into a new service area, they were 

not encumbered by a burden of bargaining and perspectives, and this made it easier for 

them to develop a common set of new appropriate network governance processes. 

CNSW’s initial conditions included the network members’ understanding of the 

environment in which the network operated, their understanding of how network tasks 

were to be organized, the complementary of their skills and capabilities, and the care with 

which the goals of the network were expressed. 

Certainly the initial conditions of the transaction are relevant to the issues of 

performance and the success or failure of the CBC network, but a static model in which 

transactional conditions at the outset are assumed to drive outcomes many years later is 

both unlikely and out of date as the PSF case showed. A dynamic capabilities perspective 

on network governance would suggest that any network which persists for an extended 

period of time will develop new routines and capabilities for managing network processes 

as well as for product generation. The case suggests that the development of transaction 

specific relationships, should improve the level of trust and the efficiency of operation of 

individual relationships. Such highly transaction specific capabilities should help build 

general skills, and also provide a separate avenue to success in particular CBC networks. 

The evolutionary perspective views CBC network success as tied to an ability to 

continually adapt cooperative networks to a changing internal and external environment, 

through elaborated hierarchical network governance. The lead agency will develop 

capabilities for network formation (partner selection, negotiation, structuring, etc.) and 

management (financing, partner relations, negotiation, and re-negotiation, relationship-

building, and etc.). This perspective reflects evolutionary economic theory. 
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Table 6.1: 

Description of the Initial Condition of the Three Cases 

 

Initial Condition PSF HFC CNSW 

Market Competition Low Moderate 
Low to 

Moderate External 

Condition Community 

Resources 
Low 

Moderate 
to High 

Low to 
Moderate 

Previous Cooperation 

Experience 
Low Low High 

Resource Dependence Moderate Moderate 
Moderate to 

High 

Internal 

Condition 

Homophily Low Low High 

Overall 

Initial Condition 
 Low 

Low to 
Moderate 

Moderate to 
High 

.  
 

Comparing Community Participation 

 
The Community Alliances were mandated to provide a focal point of community 

participation and governance of community-based services. The Alliances, although 

unique to each community, were designed to consist of a broad spectrum of community 

stakeholders. The Alliances’ duties were to include needs assessment, setting priorities, 

planning for resource utilization, determining locally-driven outcomes to supplement 

state-required outcomes, and community education. The scope of the Community 

Alliance varies according to each CBC area. The evaluation team sent surveys to 

Regional Directors in DCF. They were contacted via mail to assist in survey completion. 

The table 5-1 breaks down types of members in the three CBC areas.  
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Table 6.2:  

Community Alliance Membership 

 

 PSF HFC CNSW 

DCF ● ● ● 

County Government ● ● ● 

Education ● ● ● 

United Way ● ● ● 

Sheriff’s Office ● ● ● 

Courts ● ● ● 

Health (e.g., 
County Department, Health Start) 

● ● ● 

Juvenile Welfare  ● ● 

Criminal Justice  ● ● 

Salvation Army/ 
Faith-based Community 

 ● ● 

Office of Housing & Community 
Development/ Community Planning 

  ● 

Substance Abuse   ● 

Mental Health ● ● ● 

Stakeholder/Community 
Advisory Group 

  ● 

Other Community Providers (e.g., 
Aging Services, Developmental 
Disabilities, and Homeless providers) 

● ● ● 

Other Local Foundations  ● ● 

Business Community  ● ● 

Other Community Reps (e.g., 
Neighborhood Associations, Retired, 
Unknown affiliation) 

●  ● 

Client Reps   ● 

Foster Parent  ● ● 

 

 

One Alliance member in the PSF network explained that while they might 

occasionally make recommendations to their lead agency, the communication process 

primarily involves listening to presentations and receiving updates, rather than being 

solicited for recommendations. One service provider in PSF said that they just have 

symbolic relationships with community participants. Interviewees in CNSW explained 

how both sides benefit from a fluid dialogue: The community stakeholders benefit from 

being well informed so that information can be shared throughout the various agencies 

and community stakeholders represented by Alliance members. CBC networks benefits 
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from having Alliance members’ input on key issues, such as transition planning, 

readiness assessment, and resource development. A CEO in the HFC Networks 

explained, “the best benefit with our community stakeholder communication is the 

representative of the lead agency and service providers. At the February meeting, the lead 

agency provided a complete breakdown that included the distribution of foster homes 

among the three counties, the number of new and closed cases by county, number of in-

home and out-home care services provided by county, etc. This report gave an account to 

each county as to what was happening in their communities relating to foster care.” 

In addition to Heartland’s Board of Directors, Heartland receives guidance from 

Devereux’s national board.  Heartland also has a Resource Development Advisory Board 

so that local input can be sought and integrated into its business practices. This board 

may be involved in local resource development for prevention and community 

involvement. In addition, CNSW relies on feedback from two community advisory 

groups who they feel are closer to the ground on local child welfare issues than their 

Community Alliance. The stakeholder groups include five counties. It is comprised of 

community business leaders, community representatives, attorneys, etc. There are 

approximately 200 members.  They provide oversight of outcomes and financial records. 

The CNSW network provides transparent information to them on a regular basis, and also 

prepares specific reports based on the group’s interests. The CNSW networks also 

receive both resources and feedback from their community advisory groups. Due to the 

extent of their involvement at the operational level, they are able to offer many 

suggestions that the CNSW network incorporates into programmatic design.  

In Table 6.2, the three community alliances are compared with regard to 

stakeholder involvement. In the case of PSF a small community alliance was formed. In 

the case of CNSW there was very wide participation. Every citizen had an opportunity to 

join the CBC service networks. Through open invitations and direct mailing, stakeholders 

were mobilized. Over 1000 participants contributed actively in several interactive 

methods such as workshops. At the same time, their participation was deep. They had the 

opportunity to determine a problem solving agenda in which they searched for solutions 

together. Turner (1987) concluded that identity and inclusion were two fundamental 

forces that motivate human thought and action. These forces are the basis for an 

93 



explanation of the development of stakeholder involvement in rural areas. The CNSW 

case showed how many times CBC networks needed to engage in sensemaking and 

bonding processes. The networks invested about one year to get stakeholders to 

participate in the CBC program and have them set forth ideas and the identity of their 

own CBC area. A CEO argued that communications among stakeholders produce shared 

understanding and interpretation, and service providers constructed a common external 

factual order regarding their community relationships. The different modes of 

participation in width and depth lead to different types of interorganizational structures 

(Mandell and Steelman 2003).  

 
Table 6.3: 

Overview of Stakeholder Involvement in the Three Cases – External 

 

Case 
Width of 

Involvement 

Depth of 

Involvement 
Characterization 

HFC Network Wide 
Advising/ 
Coproducing 

Wide involvement with 
reasonable influence 

PSF Network Small 
Symbolic/ 
Advising 

Small involvement with little 
influence 

CNSW Network Very Wide 
Coproducing/ 
Co-deciding 

Very wide involvement with 
reasonable influence 

 

 

Configuration of Service Provider Networks  

          An analysis of first order network governance would not be complete without 

considering the service provider relationships that develop within their community. 

Overall, the analysis identified three models of provider network structures that can be 

used to visually depict the provider network configurations and their relationship to the 

lead agency as well as the service providers. The three cases demonstrate how an initial 

relation-specific investment such as the site-specific service center creates conditions that 

make subsequent specialized investments economically viable.  

The PSF, utilizing a service center structure that is controlled by the lead agency, 

has service centers that are spread across one county and serve different geographic areas. 

In this approach, the lead agency provides part of the services related to case 

management, foster care, adoption, and crisis intervention. Quality assurance managers 

are located in six outposts across 11 counties. There are many ways the responsibility for 
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managing child welfare services can be divided between the lead agency and service 

providers. However, even when services are managed and delivered by service providers 

that are bearing financial risks, lead agencies tend to remain involved to varying degrees 

in decision making at key strategic points. The interview reveals that the lead agency has 

primary responsibility for foster care. The PSF uses in-house foster care and can 

determine which children require protective services or custody. In that regard the lead 

agency remains the community-based care system’s gatekeeper. This was expressed by 

several managers in the PSF network. Interviewees argued that a lead agency control-

based service center can reduce transaction costs between separate production processes 

and can lower production costs associated with achieving economies of scope and scale.  

Heartland Network utilizes a provider structure that involves parent or partner 

organizations and has a two-tiered provider network that includes network providers and 

community providers. In this approach, the network providers are four organizations that 

provide case management services. The community providers that make up the second 

tier of Heartland’s provider network are those community-based organizations providing 

services related to residential care, prevention, and wraparound, including foster care, 

Family Builders and parenting services. Non-contracted community providers are also 

used to frequent the Heartland Community Resource Staffing Master, a family 

conferencing model, and engaged families with representatives from the non-contracted 

community providers, and users. 

The CNSW does not provide any service directly. They believe that this structure 

allows for stronger accountability within their provider agencies, as well as the ability of 

the lead agency to focus on its core competencies of quality, utilization and network 

management. In this way, it is the “managing entity that is more focused on big picture 

concerns rather than daily operations. The lead agency has developed “single points of 

accountability” of geographic regions by dividing the district into three zones and 

contracting with a case management organization (CMO) in each of those zones. The 

case management organizations are responsible for case management, foster home 

recruitment, training and support and for placement of children in those foster homes.  

The case management organizations also are contracted to provide supervised 

visitation and family-centered services. In addition, the lead agency has specialty 
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providers which provide highly specialized services or low economy of scales services 

(e.g., emergency shelters, medical case management, drug screens). The lead agency 

contracts for certain administrative services from an administrative service organization 

(ASO). The contract typically involves the management of billing, reimbursement, and 

client tracking, network training, or MIS development and are usually reimbursed on a 

no-risk, fee-for-service basis. The ASO (sometimes refers to as a management services 

organization) does not have responsibility for providing or coordinating care that is 

retained by the lead agency.  

 

The program manager stated, “Service provider control-based service centers 

provide increased flexibility to respond to changing community conditions and 

to offer opportunities for learning and building trust. In addition, shared service 

center systems can strengthen the linkages across service providers and enhance 

ownership to community.”  

 

The contract manager argued that the service center structure which overlapped 

three counties enhanced ownership for cooperation problem definition and 

cooperative problem solving. In other words, the broad service center structure 

of the CNSW network positively influenced the quality and amount of 

cooperative sensemaking on unanticipated technical or budget problems 

between service providers.  

 

         Several scholars have shown that physical proximity created through site-specific 

investments facilitates interorganizational cooperation and coordination, thereby 

enhancing performance (Dyer 1996). The total volume and breadth of transactions 

between network members influence the ability of network participants to invest in 

relation-specific assets. Trust between service providers at the time of CBC network 

formation should address both coordination-cost and appropriation concerns and thus 

reduce the need for hierarchical controls in CBC networks. This is consistent with 

previous research (Powell 1990; Gulati 1995; Ring and Van de Ven 1992; Larson 1992). 

Trust reduces transaction costs by replacing contracts with handshakes.  
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Strategies and Modes of Network Configuration Governance 

             

          Consistent with these three cases, overall network governance design strategies 

can be broadly characterized by three basic approaches – TCE, Population Ecology, and 

Isomorphism- each is limited when it comes to analyzing the overall functioning and 

governance of networks. Networks are more likely to be effective when management 

recognizes the initial conditions in each form of governance and strives to balance them. 

 

TCE Approach to Network Design 

The PSF case demonstrated a good example of successful first order network 

governance in a higher transaction cost area.  Transaction cost economics (TCE) has 

adopted a common framework for aligning the governance features of CBC networks to 

match known exchange hazards. In response to exchange hazards, managers crafted 

smaller contracts that define remedies for foreseeable contingencies or specify processes 

for resolving unforeseeable outcomes. However, if such smaller contracts are too costly 

to enforce, managers may choose to vertically integrate service center systems. The 

network has to overcome poor initial conditions and poor previous experience among 

lead agency/service providers through good network design. The area is still struggling to 

reach third order network governance. The Executive Manager emphasized the 

importance of true partnership and true communication. The initial interface between lead 

agency/service providers as well as between service providers was too narrow, too 

distant, and too discontinuous.  

 

Population Ecology Approach to Network Design 

A CEO said that networks focus on external legitimacy, inclusiveness, and 

flexibility rather than internal legitimacy, efficiency, and stability. The CNSW case 

showed a good example about how the population ecology approach could apply to CBC 

networks. The network has strong internal power such as previous experience in 

cooperation and good partner selection. Through the CNSW case this study will look at 

potential evolutionary patterns where a CBC network might change in nature from a 

TCE-oriented archetype to a Population Ecology-oriented archetype. For instance, what 
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might be the evolutionary issues if a PSF type of network governance evolves into a 

CNSW type of network governance and perhaps further into a more mature CBC 

network?  

 

Mimicry Approach to Network Design  

The mimicry approach (DiMaggio and Powell 1983) assumes that the participants 

of one network adopt the interactive process of another based on the assumption that 

networks are essential for conducting business, developing innovation and encouraging 

interaction, making it commonplace and accepted. The HFC case showed network 

managers can and do choose forms for reasons like mimicry, past experience, and 

personal preferences. The HFC network provided the example of the relationship 

between bad network design and big burden on the network members.  

The Heartland for Children Network is located mainly in rural areas, but the 

network tried to imitate Hillsborough Networks located in metropolitan areas. Also, 

placement and licensing services are handled by the lead agency. One county takes more 

than 80 % of total service clients. One interviewee said that Heartland network structure 

will fail because the networks followed mismatched networks. It was found that the 

Heartland network is too ambitious and too complex. The breadth and depth of 

community resources is unlike normal network design located in rural areas. The finding 

is consistent with Provan and Kenis’ argument: Choices based on isomporhims alone are 

not consistent with the structural characteristics of the governance form itself and, thus, if 

adopted, will have only a limited chance of being successful or take much more time to 

reach second and third order stages (Provan and Kenis 2008). 

The networks have more diverse network compositions. One interviewee argued 

that rural areas focus on community-based organizations which know the community 

well. In contrast, urban areas are more open to service providers to deal with diverse 

services. The CEO said that even if we have some coordination problems, the broad 

involvement of community makes up for limited service providers and resources. And 

she explained that the small community like Highland County is the perfect example of a 

community-based care system. The residents have strong ownership and responsibility 

for children. Everybody knew each other. The county established a child advocacy center 
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and the center recruited diverse support from the community. The Heartland for Children 

Network (HFC) made several changes to their network structure after the agency began 

providing CBC services. After Heartland for Children assumed services, it became clear 

that the Director of Case Management was a misnomer since all case management 

functions were subcontracted. In that case, the director’s line of responsibility for case 

management fell to the contract manager, who reports to the Director of Network 

Development and Community Relations.  

 An interviewee argued that “the case of HFC network in retarding network 

development needs positive feedback loops which are critical in the developmental 

process, that the quality of the member relationship is both an outcome and a mediating 

variable.” The network was characterized by a high level of inertia. The service providers 

achieved little learning, or the learning that went on was divergent between cognitive 

understanding and actual behavior.  

In sum, we argue that Networks are always changing in order to accommodate 

and assimilate incoming information or demands from various channels. Given the varied 

environments and contexts of networks, there cannot be one mode of network governance 

that can be universally applied to any one type of network governance mode. Because 

each lead agency operates within different contexts and environments, it would be 

premature to suggest that one type of network governance structure would be preferable 

over another, or that a structure is appropriate or inappropriate for a particular agency.  

 

Second Order: 

Network Coordination Order Governance 

 

Network coordination order governance approach focuses on coordination which 

refers to the process by which an organization influences its subunits and members to 

behave in ways that lead to the attainment of network objectives. Conceptualization of 

coordination in CBC networks is more problematic, however, because two or more 

organizations may influence a CBC networks’ activities. In this study, the focus is on 

governance coordination mechanisms exercised by the lead agency in influencing a CBC 

networks’ strategic decisions and regulating its important activities at the local level. 
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There needs to be a more refined and contingent approach. Based on Ouchi’s (1979) 

research, formal coordination and social coordination are differentiated.  

Formal coordination serves to influence network members’ behavior patterns by 

delineating clear boundaries. Formal coordination is mainly based on agency theory 

variables. Federal regulation, state status/rules, and local systems of contracts (input 

control), specific performance goals (performance control) or specific processes 

(behavior control) are critical in this choice. Social coordination in CBC networks takes 

the modes of socialization, involvement, and training. The mechanism mainly comes 

from steward agency variables. Some natural by-products of socialization and 

involvement are better understanding and shared values, which then lead to trust. 

Moreover, social coordination often provides a supportive environment for service 

providers to understand the process and objective of the CBC network management, 

which is often ambivalent at the beginning (Doz 1996). Like trust building, social 

coordination tends to take a long-term orientation toward a relationship, for cultural 

systems and norms are nurtured only slowly.    

 

Minimized High-Risks in PSF  

 

The PSF network has weak internal and external conditions. The fragile formation of 

the PSF Network was geared toward the utilization of a agency-based second order 

network governance approach like governance structures in a self-interest market, which 

are manifested in intense calculativeness, monitoring devices, and impersonal contractual 

ties. A CEO said that: 

 

We are a contractual relationship based on business mind and we use smaller 

contracting rather than larger contracting. This smaller contracting triggered the 

need to formally evaluate the contributions of the single network members. 

Simultaneously, the lead agency can track the financial condition of small 

service providers and then minimize risks of sudden service interruption. Also, 

the interests of some service providers developed to include the outcomes 

achieved in such an evaluation procedure. We strongly recommend smaller 
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contracts in order to formally evaluate network processes and outcomes or even 

to compensate network members for their contributions to the development of 

the network by means of incentive payment.  

 

Also a program manager said “there are two types of input control. First input 

control comes from input-based control of federal, state, and local laws and regulations 

implemented through the contract. For example, the control includes federal regulation, 

state statue and rules, and local systems of care agreements. There is little variation 

across the CBC area.” The survey results supported the argument. The scope of work 

(e.g. service times, service locations and equipment), staffing requirements (e.g. 

professional qualification), sanctions for nonperformance, and performance specification 

were measured. The three cases showed little variation. Meanwhile, the manager argued 

that: 

  

“The second input control is based on lead agency level. That results in some 

variation. They pay attention to some core input activities, in particular 

purchasing system control. The networks have developed effective purchasing 

reporting rules on foster parents and group home care. For example, service 

providers should report the time, lists, company name to contract managers 

within 24 hours.”   

 

Behavioral coordination is determined and directed through contract requirements 

and aims to specify the correct way to do the work. The items were well outlined in the 

systems of care documents indicating supervisory review of forms, child visitation forms, 

and judicial review forms. For example, a review of the case plan and qualitative 

supervisory reviews were conducted as needed and required. Most of the CBC area 

completed both reviews quarterly, but the PSF case conducted the reviews monthly.  A 

contract manager said “elaborated supervisory rules can reduce costs because the 

supervisor ensured follow-through on guidance and direction and documents the reasons 

that the guidance and direction were no longer necessary.”  
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The network developed conflict settlement mechanisms through risk-sharing 

arrangements. For example, the lead agency used incentives and performance contracting 

in very rural areas in order to show a more common risk-sharing model in a case rate.  

A contract manager said that “even if some service providers cover service areas with 

low population and distance from the headquaters, they have received different payment 

formulas (case rates), long-term contract cycles, and different baseline performance 

standards.” It is usually less risky for providers than either capitation or case rates and is 

easier for lead agencies to cover remote rural areas. The goal is to give providers 

incentives to achieve the outcomes desired by the lead agency.  

 

Building Performance-Based System in HFC 

 

The HFC network case has strong external conditions. The favorable external 

condition provides a wide room of capacity for the CBC network. At the same time, 

however, the case has a weak internal condition. One answer is that the weak point 

actually enhances the governing capacities within the networks. Then the second order 

stage would need to focus on internal improvements, and that is likely to come from a 

new director or mandates from the funding sources. The HFC case has a long list of 

performance-based coordination which specifies results, monitors, and rewards their 

achievement. Table 6.4 showed the degree to which HFC utilizes six performance 

indicators. Existing research has exclusively focused on the degree of governance 

mechanisms, or the number of mechanisms that are defined in a contract (Agranoff and 

McGuire 2003). For each observed network, these studies assess the absence/presence of 

a predefined set of mechanisms, yielding a score that reflects the degree of 

formalization/standardization.   

In the lack of local level input and behavioral coordination activities, the HFC 

case depends on strong and broad performance-based coordination. These performance-

based activities are mainly structured by each top manager’s preferences and guidelines. 

An interviewee pointed out “I see performance measures as always assuming and at times 

even seeking to facilitate the capacities of service providers to handle certain issues and 

problems by themselves. However, this clearly does not entail a harmonization or 
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standardization of operational coordination policies. The base-line performance is not in 

dialogue with representatives of service providers.”     

 
Table 6.4: 

Utilization of Performance Indicators 

 

 PSF HFC CNSW 

Input Indicators (the amount of resources used) 
Middle to 

High 
High Middle 

Process Indicators (the amount of work or 
activities) 

Middle High Low 

Efficiency Indicators (cost per unit) 
Middle to 

High 
High Middle 

Output Indicators (quantity of services) High High High 

Outcome Indicators (results of service) High High High 

Client or citizen satisfaction (quality of services) 
Middle to 

High 
High Low 

 
 
 
A service provider manager said “service providers lacked the whole picture 

regarding client flow and the system operation. For example, one residential group home 

care provider can accommodate about 20 children, but the provider handles more than 50 

children. Some of the children need dental services and some need educational services 

and connections to communities.” The managers went on “our system lacked concerted 

efforts to deal with the child safety and well-being based on a good case plan. Our 

network definitely needs good communication between service workers and service 

providers.”   

The whole original purpose of performance measurement was to institute 

rationality in the decision-making process so that actions would be taken based on what 

performance contracts were such as, if improvement or operational change were needed 

in response to bad performance. The HFC case showed that performance measurement is 

seen either as an easily adopted structure/process to appear that one is doing something 

when the program services are doing badly or as if adopted by mimetic reasons and not a 

rational outcome from the first order. This could show that the development of the 

networks can be forced and interfered with a central/regional office requirement or a new 
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director who imposes an innovation and change of process that does not arise organically 

from the network’s natural development.  

 

Minimizing Isolated Feeling in CNSW 

 
The CNSW case focused on value and adaptation socialization. Value socialization 

defines and creates common values through belief systems, rituals, and traditions. 

Adaptation socialization makes network members familiar with each other’s values and 

practices. Also, the network took advantage of service providers’ involvement activities. 

The following comments by the CEO provide some evidence:  

 

We enjoy having formal team meetings, case manager meetings, quality 

manager meetings, and provider meetings. We have meetings almost everyday 

and update each other. Our senior managers including me attend every meeting 

even if we discuss about small things. We have problem solving meetings and 

participants bring everything to the table and tell what’s going wrong. Every 

participant can do something meaningful in terms of setting ideas. We heard 

from smaller service providers that they did not feel isolated or separated from 

the networks. We have solved every problem by talk to talk not by rule to rule.     

 

The CNSW case showed that fine-grained information transfer benefits networks as 

well as network members by increasing the breadth and ordering of their behavioral 

options and the accuracy of their long-term forecasts. The use of social mechanisms to 

coordinate the networks worked well for the network when the network faces unexpected 

difficulty. One main service provider manager stated that: 

 

We faced huge budget cuts two years ago. And we need to handle the huge 

problems. Four main service providers and our lead agency got together in order 

to discuss about huge budget cuts. We discuss over and over until we all came to 

agreement. First, we chose top priorities and core services to provide and 
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exchange true costs regarding service provision. And we shared the loss of 

contract. We solved the problems by the networks not by themselves.  

 

A comparison of PSF and CNSW CBC networks illustrates how knowledge-sharing 

(social monitoring) routines can create an interorgaizational competitive advantage. The 

CNSW has developed a number of practices that facilitate timely and fine information 

transfers to- and among- service providers and stakeholders (see Table 6.5). For example, 

the CNSW may transfer knowledge directly to service providers through its operations 

intranet. The CNSW also transfers its personnel to the service providers to increase the 

provider’s ability to assimilates and apply the new service knowledge. And the CNSW 

continues to connect to community stakeholders through showing performance 

information and performance improvement. These transfers result in dense service 

provider social networks that increase provider-specific absorptive capacity. 

Consequently, the CNSW lead agency knows what knowledge will be useful to the 

service providers and community, and where the absorptive capacity resides at the 

service providers. 

In contrast, the PSF networks does not transfer or lend personnel or equipment to 

service providers to facilitate interorganizational knowledge sharing. A service provider 

complained that service providers invested in IT facilities and they found redundancy 

between service providers. Consequently, service providers rationally refuse to engage in 

costly knowledge-sharing activities since they do not expect to receive some benefit in 

return. It is not surprising then that there is significantly greater knowledge sharing 

between the CNSW lead agency and service providers than between the PSF lead agency 

and service providers.   
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Table 6.5: 

Performance Results Communication to Stakeholders 

 

 PSF HFC CNSW 

Published documents available upon request  ● ● 

Published documents automatically mailed to all 
citizens 

   

Published documents automatically mailed to citizen 
groups 

  ● 

Documents on display at your agency office  ● ● 

Documents posted on your web site ● ● ● 

Documents available at local public libraries    

Documents distributed to the news media   ● 

CEO emails outcomes to key stakeholders   ● 

Results reported at public meeting   ● 

 

 

Focus of Coordination in CBC networks 

The realization that coordination in CBC networks does not have to be an all-or-

nothing phenomenon has drawn attention to the possibility that network managers may 

seek to focus their control on specific activities, decisions, or processes which they 

perceive to be crucial for the network’s performance or for the achievement of their own 

strategic objectives (Geringer and Hebert 1998). The three cases remind us of 

parsimonious and contingent usage of resources for controlling CBC networks. The 

implication of the focus dimensions to control is that it is effective for network managers 

to exercise control selectively over those activities and decisions the network manager 

regards as critical. The criticality of some network activities is likely to be greater than 

that of others.  

Although all members, as professional agents, were continuously involved in the 

reflective monitoring of actions and outcomes, the collaborative efforts of the network 

members produced relational partnerships. However, the collaboration became much 

more stable only when the network members succeeded in their negotiations with the 

lead agency and service providers. The three cases demonstrate there is a different second 

order focus if the first order stage has strong (weak) external or internal conditions. The 

initial network governance form substantially influences strategies at the second order 

network governance, which in turn determines how control/coordination mechanisms are 
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applied. The three cases add a different and richer voice to the current debate on the 

relationship between agent and steward and mixed evidence by providing a more path 

process-oriented view. The three cases showed the optimal choices of coordination 

mechanisms are determined by the initial conditions the CBC network faces and the form 

of network governance they develop.  

 

Third Order: 

Network Self-Regulation Order Governance 

 

Third order governance focuses on building social capital and decentralizing 

operational decisions to the network partners. One respondent gave a typical description 

of communication in the third order network governance: “We look at them as if they 

were another division, an extension of us. When I talk to them it is like calling someone 

who works for us directly. Both sides value the personal and business relationships 

highly.” During the third order phase, relationships began to resemble self-regulated CBC 

networks with social control and social relations. Self-regulating networks can be seen 

here as a binding service provider agency providing both the freedom and the control 

necessary for collaboration jointly determined by and diffused across multiple partners. 

To understand self-regulating networks, this section involves empirically linking 

activities with actors and identifying whether certain linkages occur more frequently than 

others or whether such linkages occur in patterns. Furthermore, I examined stability from 

the perceptive of the service provider managers most responsible for child welfare service 

provision.  

 

Actual Network Structure  

Operational integration of the partnered service providers was accomplished 

through dense communications. Since overall client well-being depends on receiving 

different services provided by multiple agencies, client outcomes should be explained by 

focusing on actual network structure, which refers to the overall level of interaction of 

direct organizational ties maintained by a service provider to the other providers in the 

CBC network. The network density scores shown in table 6.7 indicate there are few 
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network ties among service providers in the HFC network, especially friendship and 

resource exchanges. The HFC network exhibits the lowest level of interdependence. The 

CEO of a service provider agency said that “It takes a lot of work to maintain the 

relationship, including day-to-day communications among service providers to constantly 

improve service. You need a breadth of relationships to catch problems immediately.” 

Ties among service providers in the PSF networks, although more extensive, were 

still modest. A manager said “for the emergence of reliable and honest cooperation, 

mutual self-derived interests and shared goals must be allocated to all service providers. 

When service providers cohere with supplementary or similar aspirations of others, they 

acquire meaningful collective power and social power that enhance ownership. Frequent 

communication thereby breeds commitment of service providers and yields increased 

coordination of resources and know-how and effective countermeasures against 

opponents.” 

The CNSW network developed close relationships with each other, and work 

together in configuration on friendship, information, and resource exchange. The CNSW 

network resembles well-coordinated, vertically and horizontally integrated networks with 

established systems, well-coordinated procedures, and modes of communication. A 

contract manager made this comment: “We communicate as though we were part of their 

operations. Everyone has their contact at different steps of the ladder. Honesty and 

understanding makes the relationship different. We’re in this together and the attitude is, 

here’s what I need, what’s that going to do to you”  
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Table 6.6: 

Comparison of Unidirectional Network Densities 

 

 Type of Exchange Network Exchange Density 

Unidirectional   

Friendship 0.1250 
Information 0.2125 

PSF Network (N=15) 

Resource 0.1500 
Friendship 0.0643 
Information 0.0857 

HFC Network (N=21) 

Resource 0.0810 
Friendship 0.2952 
Information 0.2201 

CNSW Network (N=16) 

Resource 0.2667 

 

 

Network Stability  

Turnover of Top managers and Network System Stability. O’Toole and Meier 

(2003) note important dimensions of system stability: stability of the service delivery 

structure, mission, production, technology, and procedures. At the same time we can 

argue that there will be substantial interactions among these types of instability. The 

stability of network managers relates to issues of network maintenance, management, and 

performance. The HFC network presented a good example of the above argument. The 

most unstable and uncertain of the three networks studied. The HFC network is likely to 

require higher levels of network maintenance and management, raising the transaction 

costs associated with service delivery.  “Reframing and synthesizing” is another key role 

for network managers, coordination and facilitation of interaction important components 

of the synthesizing function, contribute to lower the cost of interaction. The HFC network 

contains actors of different networks – including both contracted service provider 

network and non-contracted service provider network. In that case it is very probable that 

actors in the arena bring along different rules from different networks. This makes 

decision making extremely complex from an institutional point of view. Thus, the 

network demands higher connection to different networks and member stability in terms 

of confidence in the CBC network system.  

Grubbs (2000) notes that in collaborative systems that incorporate governmental 

and nonprofit organizations, managers must devote resources to the integration of 
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organizational cultures.  Network instability can also be partially offset by shared goals 

and the common professional training among stable personnel that contribute to those 

shared goals (O’Toole and Meier, 1999; Romzek and Dubnick, 1987).  Of course, 

managerial investments in coordination and trust building are undermined by instability 

and the vulnerability of network systems to disturbances. The HFC network can again 

serve as an excellent example of effects of manager turnover. Table 6.6 showed that the 

HFC network had the lowest mean score (4.5) regarding the stability of top managers. A 

contract manager said that “we are under very high strategy uncertainty. Sometimes, I 

feel in the hollow state because so many different stakeholders are involved in decision-

making and participants have their own perceptions of the nature of the problems and the 

desirable solutions, strategic interactions are complex and can lead to the importance of 

top managers. Therefore, turnover of top manager can lead to unexpected outcomes. 

Turnover of managers can result in blockage or stagnation for shorter or longer periods.” 

The argument is consistent with Milward and Provan (1998), O’Toole and Meier (2003), 

and Provan and Milward’s (1995) argument. Milward and Provan (1998) focused on the 

critical role of system stability on the effectiveness of service delivery.  They concluded 

that the most effective service delivery networks are those with the greatest stability.  In 

fact, the most stable and effective system in their sample exhibited the characteristics of a 

monopoly (Milward and Provan, 1998).    

Network managers navigate in a complex environment; they need time to learn 

the basic demands of the job. Assessing the surroundings, both in and outside the 

administrative system, can take time in the CBC network governance. Even the most 

skillful managers can be expected to improve efficacy by learning their institutional, 

political, resource, personal, and administrative contexts. Time also gives other 

stakeholders a chance to ascertain top management’s intent and style (O’Toole and Meier 

2003). Over an extended period and particularly among managers who do quality work, 

this familiarity can breed trust. Top managers who have developed reputations can use 

longevity to exercise power. Such stability can also reduce policy churn, the adoption of 

frequently changing reforms without leaving sufficient time for implementation. 

 In Provan and Milward’s (1995) study of community mental health networks, 

they found that a director of the Providence Center, who worked for almost 25 years, 
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knew how to manage the network of mental health services for Providence. And he 

learned many hard truths about network management. He knew that his clients were 

cognitively impaired and he stressed a stable network that was predictable from the 

clients’ point of view. The director made sure that he had excellent relationships with key 

Rhode Island politicians and administrators, gaining their trust and making sure they 

were never blindsided by mental health issues involving his networks. He did everything 

he could to stabilize his network’s environment. A network manager’s stability is critical 

to network effectiveness, and a manager can have a good deal of control over key factors. 

 

 Struggling with Middle Manager Stability. In general, the “glue” with which 

middle managers, in particular contract/case managers, in CBC networks attempt to build 

network stability has become more visible or more important over time, with network 

growth in both the number and frequency of formal and informal interactions among 

members through meetings, work sessions, collaborative trouble-shooting, etc. As shown 

in Table 6.6, the stability of case managers has been not achieved on average. Third order 

network governance focuses on the operational level. For subcontractor organizations, 

instability is a fact of life.  Some contractors opt for vertical integration, attempting to 

offer a growing range of services in-house in hopes of reducing costs.  When this 

happens, subcontractor financial and operational stability is threatened, and to the extent 

that one subcontractor may serve more than one contractor, this effect ripples across the 

network.  Subcontractors see themselves as serving “at the mercy of” the contractors, and 

because their access to key information in the network is restricted, they have limited 

power.  This dynamic is particularly relevant for foster care families, whose crucial part 

in the system cannot be overstated, but who struggle to function and maximize the foster 

child’s stability in the turbulence of network instability.  One foster parent note that 

“foster parents have little voice – even as prospective adoptive parents,” and therefore are 

constrained in their efforts to mitigate the impact of instability on foster children.  

              Networks of relationships among middle managers, either formal or informal, 

are valuable sources of effective operational learning because the connections enable a 

variety of learning opportunities between people with diverse skills and backgrounds, 

from different areas and industries. It is therefore impossible to consider a 
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contract/program manager’s learning capability without taking into account the 

connections and relationships within which the learning processes take place over time.  

A program coordinator said “stability of case managers enhances the knowledge 

assets of organizations and networks. They operate as learning systems where resources 

connect to solve problems, share ideas, set service standards, build coordination tools, 

and develop relationships with service providers and stakeholders.” A CEO emphasized 

that “an essential dimension of stability of middle managers are voluntary and consistent 

participation in communications, because without engagement managers are less likely to 

seek or share knowledge and to build trust and reciprocity with others.”  Wegner et al. 

(2002) argued that a salient benefit of stable network communities is to bridge formal 

network boundaries in order to increase the collective knowledge, skills, and professional 

trust and reciprocity of participants who serve in these networked organizations.  

 

Table 6. 7: 

Mean Comparison of Network Stability 

 

 PSF HFC CNSW 

Line worker stability 4.67 5.69 4.70 

Case/Contract manager stability 5.87 5.94 5.60 

Top Manager stability 4.73 5.63 4.26 

Note: 1 = high stability, 7 = low stability 
 

 

Focusing on Stability of Frontline Worker Network Relationships. In an 

explicit test of the stability hypothesis, O’Toole and Meier (2003) focus on the impact of 

personnel stability on policy performance, finding that stability “may be a platform on 

which managers and others can build effective performance” (p.488).  In particular, they 

argue, personnel stability “allows the manager to turn network interactions into repeat 

games, thus allowing each side to build trust and make credible commitments” (p.488).24  

This fieldwork is also consistent with O’Toole and Meier’s (2003) theory of member 

stability. Caseworkers responsible for handling referrals of children into the foster care 

                                                 
24 They also note other important dimensions of system stability:  stability of the service delivery structure, 
mission, production technology, and procedures.  In fact, one can argue, as the authors do, that there will be 
substantial interaction among these types of instability.   
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and adoption system have comparatively high levels of employment longevity. A service 

coordination director said that “our caseworker have extensive experience serving 

children but have operated a limited performance mission and handle too many clients, 

and a relatively complicated service delivery system. Our networks have encountered 

significant and painful disruptions of their operational network. Other CBC areas have 

struggled with increasing caseworker instability, both in terms of service stability and 

relationship stability.”   

 One lead agency official – deeply involved in contract network management – 

states that “we have spent money on monitoring, but also on building trust. We need 

relationship monitoring (not performance monitoring)……We need to build the common 

vision and the common message work. If we think we’re doing it to save money – don’t, 

but do it to get better relationship and client trust.” Better relationships and trust 

envisioned by the contractor are indeed possible, but achieving them requires intensive 

and interdependent efforts from all parties, in particular case workers in the delivery 

system.” I asked the common message work concept to another official. He answered I 

think common message work is reflected in repeated formal and informal cooperation 

with service providers, case workers and foster parents as they adjust to the new 

production technology. His comments trigger the advantage of repeated game theory as 

well as the theory of Powell’s learning.  

As O’Toole and Meier (2003) suggest in their recent study of personnel stability 

and organizational performance, for frontline workers with longevity and experience, 

“the multi-faceted skills acquired in the trenches can make a significant difference in 

performance.”  Many of these “craft-like” skills cannot be acquired without years of 

experience.  Although most state child welfare systems experience higher “burnout” 

levels than many other front-line welfare areas, there is a clear loss of caseworker 

experience within most organizations in this particular delivery network, and that loss 

translates directly into costs for the organizations, the courts, and the clients.  The 

disruptions created by staffing instability, as noted repeatedly in our interviews, reduce 

the timeliness of children’s progress through the system. 
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Managerial Networking  

We recognize that managerial networking matters to third order network 

governance.  Individual managers in CBC networks have the opportunity to initiate and 

respond to communication from many groups of network actors including clients, 

authorizing agencies, colleagues, supervisory boards, and an almost limitless range of 

other actors.  O’Toole and Meier (2006) found that managerial network interactions with 

various actors can lead to increased organizational performance. When the CBC networks 

reach to the third order stage, more responsibility for both making policy and 

implementing it has flowed to service providers. Network members provide 

administration for the network and facilitate voluntary activities in order to achieve 

network goals. The service provider managers can have regular ties with a variety of 

external parties beyond service provider networks- governments, professional 

organizations, and community residents or organizations. The CBC program’s success 

hinges on how well the managers within networks act like policy entrepreneurs.  

Mintrom (1998, 2000) provides much evidence that policy entrepreneurs play a 

critical role in policy adoption of school choice. “All else being equal, the policy 

entrepreneurs who will be most successful at selling their ideas will be those who are 

well placed to convince politicians that, if implemented, these policy innovations will 

produce better outcomes than current policy settings” (Mintrom and Vergari, 1998, 

p.130). Frequently, the generation and selling of ideas require entrepreneurs to engage in 

significant amounts of networking in and around government, including internal and 

external networking.  

Political support is an essential ingredient of effective leadership in the public 

sector and an important source of bureaucratic power (Rainey 1997). Doig and Hargrove 

(1990) argue that one of keys to successful entrepreneurial leadership in government is to 

develop and nourish external constituencies who support new programs and goals and to 

understand the leader’s decisions and initiatives. Riccucci (1995), similarly, found that 

the success of federal executives often hinged on a helpful political environment, 

including full support from key political actors in the public arena. Elected officials 

participate in complex interactive processes in CBC settings. Federal-level legislators 

frame general welfare policy. State and local-level legislators play crucial roles in 
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supporting locally enacted welfare programs. Political support from a leading agency can 

range from symbolic public opinion support to more specific budget support from 

political elites (Provan and Milward 2001).  

Continuing the ongoing research agenda, O’Toole and Meier also found that 

managerial networking can create an organizational bias towards politically powerful 

network actors, leaving less advantaged clientele without appropriate resources. But, the 

study found a different kind of managerial networking with evidence that managers 

increase networking with community organizations or representatives. As shown in Table 

6.8, managers in the CNSW network made more frequent contacts with community 

stakeholders such as citizens, societal groups, and private companies participating in the 

CBC networks. A contract manager said that “networking with community can be 

extremely important, not just for the production of current services, but also for the 

potential supporters (i.e., volunteer services or donations) of services to be performed in 

the future.” Also the CEO explained the history of CBC programs in Florida. And he said 

that  

 

“CBC programs started in 1997. In the early times, the program was easily 

affected by budget cut or political influence, but CBC programs have 

contributed to more than two hundreds thousands jobs in Florida. We found that 

local residents and local politicians know the CBC programs and they feel, to 

some extent, ownership of the program. I think that service providers continue to 

keep in contact with neighbors and local media to let them know about our 

success story.”   

  

Among the most important external networks are leading agency head external 

links with career officials and elected officials at the state/local level, community 

organizations/representatives, and service-related professional organizations. Doig and 

Hargrove (1990) argue that one of the keys to successful entrepreneurial leadership in 

government is to develop and nourish external constituencies who support new programs 

and goals and to understand the leader’s decisions and initiatives. Riccucci (1995), 

similarly, found that the success of federal executives often hinged on a helpful political 

115 



environment, including full support from key political actors in the public arena. 

Agranoff and McGuire (1999b) noted that local managers undertake discretion-seeking 

activity by attempting to change the application or interpretation of a statute, regulation, 

or standard through contacting state political offices such as legislature and governor.  

 Leading agencies manage their CBC areas within a broader constellation of other 

organizations or actors, who may have important sources of funds, staff, ideas, guidance, 

other resources, and turbulence. The extent and kind of networks to build, maintain, and 

use is a matter that is largely under the control of the lead agency. Many community 

stakeholders such as citizens, societal groups, and private companies participated in CBC 

networks. Broader managerial networking with community representatives or 

organizations contributes to the building of social capital (Putnam 1993). By networking 

with a lead agency, individuals/organizations in a community learn to understand and 

trust one another. This networking can be extremely important, not just for the production 

of current services, but also for the potential supporters (i.e., volunteer services or 

donations) of services to be performed in the future. Thus,  

 
Table 6. 8: 

Mean Comparison of Managerial Networking 

 

 PSF HFC CNSW 

State Legislators 1.87 1.55 2.44 

Governor Office 1.60 1.36 1.94 

Local Business Leader 3.53 3.42 4.25 

Local School 4.20 5.31 5.68 

Local Faith-based organization 3.53 3.77 4.60 

Local Parent Association 2.20 2.47 3.39 

Neighborhood Association 2.40 2.65 3.39 

Local Media 1.80 2.11 3.85 

Local Child Welfare Agencies 3.13 3.78 5.42 

Note: 1 = annually, 2 = bi-annually, 3 = quarterly, 4 = monthly, 5 = bi-weekly, 6 = 
weekly, 7 = daily contact 
 

The effectiveness of democratic governance is not questioned (March and Olsen 

1995). Moreover, this dissertation does not want to step into the institutional tensions 

among various traditions of democracy (Klijin and Koppenjan 2000). Moreover, this 

study is mainly interested in the complexity of managerial networking. There are 

substantial unhelpful forces in CBC policy processes. By involving various 
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actors/organizations at each policy stage, it is expected that the use of opposition by the 

connected actors/organizations will decrease and support for the CBC program will 

increase. This would accelerate successful CBC implementation. By networking with 

more actors, lead agencies and provider networks obtain more democratic legitimacy. 

More and various aspects of the problem can be included in the search for solutions and 

the desire to become more flexible.  
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CHAPTER 7: 

RESEARCH PROPOSITIONS ABOUT 

 NETWORK DEVELOPMENT  
 

 

In this chapter we develop a more specific theory on how CBC networks develop 

from the factors we have identified, and illustrate the different development patterns with 

examples from our field research. We also develop propositions that need testing on 

larger samples of networks about how the development of our proposed network self-

regulation order governance in CBC networks actually works. Developed network self-

regulation order governance in CBC networks comes from building “critical network 

management skills” within the networks of relationships. The network configuration 

order management strategy is to activate and frame the network program and partners 

while the network coordination order management strategy is to mobilize and synthesize 

in the direction-setting phase of network governance. The managerial activities must 

focus on exercising influence for structure and provision of services, and authorizing 

actions by both the service providers and the lead agency. These functions are paramount 

to network program implementation. The frameworks provided below in Figure 7.1 and 

7.2 provide a new starting point for analyzing the work of network development from 

some theoretical results and empirical results in Chapter 6. Although this list is not meant 

to be exhaustive, we believe that it can be used to shape the focus of future network 

development research and analysis.  

 

A Framework of Forms of Network Configuration 

 Order Governance 

 

When networks begin, the first order of governance is to determine their structure 

and relationship with the external community. In Figure 7.1, we have developed a 

framework that considers the primary internal and external factors and suggests how the 

CBC network is likely to be established given what conditions the specific network 
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manager faces in his network area. The rationale for each proposition draws upon case 

results in Chapter 6. External conditions include market competition and community 

resources. Limited external resource availability can have direct consequences for the 

CBC governance form.  Internal conditions include previous cooperation experience, 

resource dependence, and homophily.  

Figure 7.1 identifies four broad categories of community-based network 

governance forms: (a) fully centralized network governance; (b) fairly centralized 

network governance; (c) fairly decentralized network governance; (d) fully decentralized 

network governance. These four types of network configuration order governance are 

placed with reference to the interaction between external and internal conditions. I argue 

that perhaps there is a different developmental process if the network configuration order 

stage has strong (or weak) external or internal conditions, then which affects the likely 

development of the first order stage.    
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  Figure 7.1: A Framework of Forms of Network Configuration Order Governance 

 
 
 

Cell 1: A fully centralized form of network governance is likely if the external 

conditions present a high risk of weak external conditions and the internal conditions are 

also weak. The lead agency will be encouraged to reduce this weak internal condition 

through taking on wider responsibilities and assuming greater operational control of the 
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CBC programs. Thus, the expectation in this case is for a network designer (lead agency) 

to favor centralized governance based on direct service center control and accompanied 

by a strong presence of its own appointed staff in the networks. This would mean that the 

network designer (lead agency) tends to control both strategic decisions and core 

operational services.  The fully centralized type of network governance is illustrated by 

the PSF networks, where the lead agency and service providers view both external and 

internal conditions as weak.  

 

Proposition 1: If both external and internal conditions are weak, the form of fully 

centralized network governance will be the best fit for the network governance. 

 

Cell 2: A fairly centralized form of network governance is likely to be a good 

fit when the external conditions provide sufficient protection and opportunity for the 

lead agency, and also the service providers (network members) are perceived to 

generate high agency risk through lack of capability or suspected opportunism. In 

other words, the service providers cannot be relied upon in respect to their capabilities 

to manage certain activities. For this reason, the lead agency is likely to retain close 

control over what it considers to be key CBC program activities from the point of view 

of its interest, allowing discretion to the service providers in other areas and in service 

centers. The result is that CBC network members specialize in their areas within the 

service centers. The control the lead agency endeavors to reserve to itself is intended, 

for example, to maintain its ability to prevent technology leakage such as license or 

training services, to maintain quality standards, and to protect the integrity of its 

community legitimacy. This effectively confines knowledge transfer in such areas 

within limits that are specified by contracts and by the member’s managerial 

discretion. In these cases, the service providers may maintain control over areas where 

the lead agency has little experience or proprietary interest, such as providing 

residential care and managing foster care parents. The fairly centralized form of 

network governance is common in the HFC networks.   
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Proposition 2: If the external conditions are stronger than the internal conditions, then 

the preferred governance fit will be for the form of fairly centralized network 

governance.  

 

Cell 3: Preference for a fairly decentralized form of network governance increases 

when there are relatively weak external conditions, but where the internal conditions are 

strong. The service providers (network members) can offer good managerial/operational 

competencies, and the quality of relations between them is good. The low level of 

external resources means that the network leader may prefer to limit the size of its 

investment within CBC networks. This may reduce its influence over the CBC networks’ 

strategy. Moreover, the lead agency can have some confidence in leaving the 

management of many CBC network activities to its service providers, including those 

that concern dealing with core service activities and controlling service centers. The lead 

agency fulfills a supplier with technology or a source of finance. For example, the CEO 

in the CNSW network regularly checked out the condition of the service provider’s 

financial situation and provided financial consultations via a contracted profit company.  

It is clear that good internal conditions, present at the outset of a CBC network 

like CNSW, can facilitate cooperation among service providers as well as between 

service providers and the community even if the network has a low level of community 

resources. The service providers of the CNSW network have a strong history of past 

cooperation with stakeholders as well as service providers. A manager said that “we 

know each other and our community is willing to collaborate with us. The service 

providers try to deal with community demands and to supply the most difficulty services 

such as intensive in-home care.”  Also the CNSW has a history of successful past 

cooperation between the lead agency and service providers that can create social capital 

and a high level of trust that produces a virtuous cycle of collaboration. I interviewed a 

few managers in the network and they have made positive steps toward the community 

even if the community were at a low level of social infrastructures and resources. Strong 

trust and interdependence between the lead agency and service providers refers to a 

network where governance rights are balanced, and both the lead agency and service 

providers agree on the choice of community alliance members to ensure democratic 
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network governance. This form of network governance requires sufficient willingness on 

the part of service providers (network members) to accept the legitimacy (priorities) of 

the lead agency as a necessary condition for its willingness to give them more discretion.  

 

Proposition 3: If the internal conditions are stronger than the external conditions, the 

CBC network is expected to prefer forms of fairly decentralized network governance, 

with the priorities set by the lead agency. 

  

Cell 4: The form is likely to be preferred when external and internal conditions 

are both strong. The network environment (community) may present low risks because of 

higher market competition and affluent community resources. The community may offer 

adequate resources (including potential service providers) and the quality and 

trustworthiness of service providers may not pose significant agency problems. An 

example of this form of network governance has not been found in the three networks at 

the starting points. The cell refers to an ideal starting place for CBC networks. I found 

one CBC network across Florida-- FSS-- located in Jacksonville. The key role for the 

lead agency is to lay the foundation for members to operate with the authority they need, 

and then step back and get out of the way. This does not mean lead agencies have to pull 

back and allow service providers to come up with innovative, systematic change. In the 

form of fully decentralized network governance lead agencies focus mainly on the 

monitoring of program performance/financial returns from its CBC investment. For 

example, the FSS network checks out performance data almost daily. When I visited a 

few managers’ offices, I found the performance post in every CEO’s office and in the 

lobby. The FSS network is located in a metropolitan area and has enjoyed excellent 

internal capacity and external resources from the starting point. In general, this kind of 

service provider is concerned with the maximization of stakeholder value, and has a long-

term interest in the CBC networks. The service providers are involved with sharing 

information, maintaining the autonomy of individual service centers, and maintaining the 

ability to delivery all services as usual.  
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Proposition 4: When both external and internal conditions are strong, then it is 

expected that CBC network preference will be for forms of fully decentralized 

governance.  

 

A preliminary comparison of CBC networks in the PSF, HFC, and CNSW 

networks suggests that this typology has sufficient utility with respect to network 

configuration order governance in the CBC network for future research. External 

conditions are weaker in the PSF than in the HFC. It was found that in the PSF, the lead 

agency focused on building and maintaining more concentrated governance with an 

active involvement in operational service provisions.  Also, the PSF appears to be in a 

transition primarily from a centralized network governance toward a more decentralized 

network governance in which service providers are accorded more responsibilities in the 

networks. The more favorable the external context for the network governance in the 

HFC, by contrast, and the greater the complexity of network governance competencies in 

that network, would appear to provide a key explanation for the contrasts between the 

two networks in line with the fitness argument I have presented.  

The typology also suggests that different forms of CBC network governance can 

suit different types of adoption processes, subject always to prevailing environmental 

conditions. For example, the HFC network adopts a form of Hillsborough Kids, Inc 

(HKI) network governance and intends to expand to community markets where the 

economic and social environment provides low risk. It may prefer to move beyond an 

initial phase of network development process towards delegated network governance. In 

other words, the HFC network would develop into a hybrid network governance form. 

However, it can be problematic to apply the HKI model to the emerging HFC network 

that is characterized by instability and limited managerial competencies. Even if the HFC 

network’s interest lies in the development of rapid and high network governance, the 

adopted form of network governance might be one of most developed decentralized 

network governance forms which most CBC networks want to reach. But the internal 

conditions in HFC networks are unfavorable. The HKI model requires an internal 

condition that is less prone to risk.  The HFC case shows that good network design is to 
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avoid being overly ambitious when designing collaborative activities. A CEO said “it is 

usually better to start small and expand over time.”  

Each of the four forms of network governance in CBC networks suggest 

alternative starting points in the process of network development, and they allow us to 

predict which forms are likely to remain stuck, and which likely to evolve into more 

highly cooperative and mature networks. As I discuss the initial starting points and the 

scenarios of development, we can describe some interesting case differences. The 

evidence suggests an interesting theoretical proposition for more effective management 

of network design processes. Also, the first order stage affects the likely development of 

the second order stage.  If the network configuration order stage has strong external 

conditions, then the second order stage would need to focus on internal improvements. 

 

Proposition 5: The greater the inconsistency between the initial condition factors and a 

particular network governance form, the less likely that a particular network form will 

be effective and will reach network coordination order stages, leading to overall 

network ineffectiveness, dissolution, or change in governance form. 

 

 

A Framework for Development of Network Coordination  

Order Governance 

 

 

According to Van Slyke (2006), there are two general ways in which service 

delivery networks can be coordinated: (1) by contract-oriented mechanisms or (2) 

involvement-oriented mechanisms. For my purpose, I will classify all modes of 

coordination as the “formal coordination methods as bilateral governance” and as “social 

coordination methods as trilateral governance.” Choice and performance of second order 

network governance mechanisms depend on matching first order governance to its source 

of relational asset specificity. This network coordination order typology is consistent with 

the organizational design literature, which has as a fundamental notion the idea that 
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coordination mechanisms vary in their ability to bring about specific organizational 

outcomes (Ouchi 1979; Eisenhardt 1985).  

Both formal and social mechanisms have been well-established as a means of 

control and coordination in networks. By relating the core dimensions of first order 

network governance to the specific mix of diverse second order network governance for a 

given network to succeed, this typology can make smart linkages among coordination 

mechanisms for the effective network coordination to minimize cost and maintain 

flexibility. I address the selection of a coordination mode as a critical issue in connecting 

network configuration order governance to network coordination order governance and 

managing a CBC network, considering the risk and cost involved in network settings. 

Various modes of network governance are proposed as the smart network coordination 

modes according to the interaction of the type of administrative structure and the degree 

of community involvement.  If environmental influences shape the form of network 

governance, then the network governance form also influences internal operations and the 

choices of coordination methods. Figure 7.2 shows the choice of network coordination 

mechanisms that should result from the relationship between community involvement 

and administrative network structure.  
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As mentioned in Chapter 2, Agranoff and McGuire (2001a) identified four models 

of management practiced by public managers in the federal system: the top-down model, 

the donor-recipient model, the jurisdiction-based model, and the network model. I use 

features from the four models to create administrative structures using the top-down 

network structure and the donor-recipient network structure. These two approaches refer 

to the type of network administrative structure.  

 

Top-Down Network Governance 

     As the PSF case showed, the top-down model is a lead agency-centered 

management method in which the lead agency manages its core programs and service 

center through program or contract managers. In such a hierarchical situation, “the 

service provider-as-agent” perspective emphasizes the risks of discretion and the 

importance of compliance with external regulations and contract requirements. Under this 

approach, service providers are subject to strict administrative reporting, frequent review, 

evaluation, and audit. Thus, CBC programs are managed “through remote control,” with 

service provider compliance being an important and necessary component. As top-down 

network governance increases: (1) group cohesiveness decreases and sub-group 

formation increases; (2) member participation decreases and more dyadic-oriented 

control methods are used to introduce information and more direct attempts are made to 

control the behavior of participants in reaching a solution; (3) face-to-face techniques of 

leadership behavior give way to more contract techniques of coordination; and (4) 

demands on the leaders become more complex and numerous while group members 

become more or less tolerant of highly structured and directive leadership over time. 

These research findings suggest that increases in vertical network governance will be 

associated with 

1. a decrease in use of social coordination mechanisms 

2. an increase in use of performance-based coordination mechanisms 

3. a significant increase in use of behavioral-based coordination mechanisms. 

 

Proposition 6: The greater the vertical network governance in a network, the more 

formal governance mechanisms will be used.  
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Donor-Recipient Network Governance 

Pressman and Wildavsky (1984) were among the first to understand policy 

implementation as a process of interaction or shared administration that occurs at the 

intersection of setting goals and carrying out actions geared to achieve them. Any lead 

agency (donor providing resources) depends on the actions of others to accomplish its 

own objectives; the recipient may need money, but donors need fundable applications 

and implementation ability from the service providers (Agranoff and McGuire 2001a). 

Based on the donor-recipient model, as the CNSW case showed, the lead agency keeps 

few or no core services and service providers control service centers themselves. 

According to this donor-recipient model, “the service provider-as-steward” perspective 

navigates top-down legal compliance or substantial conformity and some desired change 

at the bottom, in a direction that is desirable to the community. The direction of the 

relationships between vertical network governance and the two coordination modes is 

therefore hypothesized to be in an opposite direction from that of horizontal network 

governance. A horizontal network governance experiences more difficulty in 

coordinating members’ activities because of the openness of the operation and the 

ambiguity in the ratio between rewards and contributions. As the form of donor-recipient 

network governance increases, the use of modes of group coordination of CBC networks 

will increase. Donor-recipient managing can involve several different approaches: 

compromise, participation in a problem-solving discussion, unilateral initiative, or 

cooperation with a third party who is trying to solve the controversy. Thus to have 

effective management of horizontal networks, we expect that horizontal network 

governance is associated with 

1. a small increase in use of behavioral coordination mechanisms 

2. a moderate increase in use of performance-based coordination mechanisms. 

3. a large increase in use of social coordination mechanisms  

 

Proposition 7: The greater the horizontal network governance in a network, the more 

social governance mechanisms will be used.  
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Degree of Community Involvement 

Another important dimension in using strategic coordination mechanisms in CBC 

networks is the degree of community involvement. Agranoff and McGuire’s (2001a) 

jurisdiction-based model is characterized by local managers taking strategic action and 

seeking out multiple actors and resources to adequately serve their jurisdiction. It 

emphasizes horizontal and vertical communication in a highly complex relationship. The 

jurisdiction-based model represents local governments distancing themselves from a 

strong dependence on the federal government. Network managers who are actively 

engaged in jurisdiction-based activity display a complex grid of managerial behaviors 

that are not merely a part of the manager’s job within the networks.  

Community involvement tries to provide a solution for a number of existing 

problems/challenges in CBC networks. The input and involvement of citizen increase, 

and the influence and power of network managers decrease or become co-shared with 

community members. Community involvement includes responsibility for establishing 

and maintaining horizontal relationships of authority with citizens in the CBC area, and 

seeking power with rather than power over the citizenry.  

In the Case of the CNSW network, there was very wide community participation. 

Every citizen had an opportunity to join the decision-making, co-production and 

volunteer with the services. Through open invitations and direct random mailing, citizens 

were mobilized. The interviewees illustrated the benefits and limits of community 

participation. The interviewees said numerous problems confronting child welfare in their 

community, such as opponents or indifference to the program can be solved. By 

involving more citizens in the decision-making process, more and various aspects of the 

problem can be included in the search for solutions, and problem formulation becomes 

more flexible. Also by involving more citizens, the CBC program acquires a less isolated 

network from the community and develops a stronger ownership-based network in the 

community.  

At the same time, managers in my interviews indicated there are limits to these 

benefits. To begin with, community involvement is usually confined to service areas in 

which minimal expertise is required, such as citizens engaged in reporting child abuse to 

government. One CEO argued that “the CBC highlighted the importance of training and 
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education of citizens to enhance ownership of their CBC program to increase the depth 

and width of community involvement.” A program manager said “citizens are concerned 

with the visible results of their participation. The advantage is that it involves a weighing 

of outcomes among different stakeholders that must be taken into account. After all, 

citizens judge whether the outcomes meet the objectives developed during the 

participation process.”  A top manager also said when citizens cannot identify with the 

program outcomes of the CBC network, the expectation is that they will turn away from 

the CBC program. Thus we expect that as community involvement increases in a CBC 

network, effective management is associated with 

1. a lower use of the behavioral coordination mode 

2. a greater use of the performance-based coordination mode 

3. a significantly greater use of the social coordination mode 

 

Proposition 8: The greater the community involvement in a network, the more social 

governance mechanisms will be used and be a good fit.  

 

Using this set of arguments encompassed by my typology, I suggest a set of 

normative principles that should help network managers make effective choices among 

network coordination methods. Operations internal to the four types of second order 

network governance can be summarized by the multivariate propositions shown in Table 

7.1. However, it should be noted that this does not exclude the possibility of a repeated 

game in horizontal network governance and strong network cohesion, or the possibility of 

trilateral governance in vertical network governance and weaker network cohesion. As 

exemplified in the argument of network governance transition from vertical to horizontal 

network governance (Granovetter 1985; Uzzi 1997), horizontal network governance with 

strong network cohesion often resorts to formal coordination to protect against over-

socialization up to a certain level, so that the horizontal networks can enjoy 

complementary benefits. Thus formal network governance mechanisms and social 

network governance mechanisms function as complementary.  
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Table 7. 1: 

Principles for Effective Coordination Mechanisms Based  

on Four Types of Distinct Network Coordination Order Governance 

 
When governance structure is mainly based on 
top-down structure and community 
involvement is small… 

Then behavior and performance coordination 
mechanisms should be high and are quite 
selective for the social coordination mechanism 
for the network system. 

When network governance is mainly based on 
top-down structure but community 
involvement is wide… 

Then performance-based coordination should 
be high and behavioral mechanisms and social 
mechanisms are relative high. 

When network governance is mainly based on 
a donor-recipient structure but community 
involvement is small… 

Then social coordination mechanisms are high 
and performance-based mechanisms are 
relatively high. Behavioral coordination as well 
as team task integration should be used to 
accommodate the demands of high technology. 

When network governance is mainly based on 
a donor-recipient structure and community 
involvement is wide… 

Then social coordination mechanism must be 
employed to satisfy needs/requirements 
imposed by sophisticated multiple 
memberships.  

 
 

A Framework of the Path of Network Self-Regulation Order 

Governance Development 

 

Do horizontal network governance and the increased use of coordination affect 

self-regulation network governance? The primary intangible outcomes of network 

operation have more to do with the degree of the self-regulation order governance 

development that will occur as a result of operating through first order network structure 

and second order network governance activities. This section tries to establish that there 

are different paths of CBC third order network governance development. The path of 

network self-regulation order development is determined by two network management 

strategies. Table 7.2 gives an overview of the categories of network configuration and 

network coordination order network management. First order network structure 

management considers the restructuring of relations within a network as part of network 

management. The network configuration order management is about the construction of 

action by networks. The network coordination order management tries to develop sets of 

coordination mechanism arrangements which are tailored to the network and actors, and 
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which effectively facilitate the interaction among actors. The network coordination order 

management is about altering action so that networks themselves change to become more 

effective.  

 
 

Table 7.2: 

Management Strategies in Third Order Network Development 

 
 Perceptions Members Networks 
Network 
Configuration 
order:  
Network Structure 
Management 

(Re)framing: changing 
member’s perception of 
the network (in which 
professional values 
matter and revise 
performance goals) - 
(Re)framing strategy 

Network 
(de)activation: 
bringing in new 
members or changing 
task volume of 
existing members- 
Activating Strategy 

(Re)forming Network: 
Changing rules and resources 
by networks and trying to 
fundamentally change the 
ecology of network 
cooperation and coordination- 
(Re)forming strategy  

Network 
Coordination 
order: 
Network 
Coordination 
Management 

Covenanting exploring 
similarities and 
differences in members’ 
perceptions and the 
opportunities that exits 
for common mission – 
Motivating Strategy 

Selective (de) 
activation: (de) 
mobilizing members 
who possesses 
resources and power - 
Mobilizing Strategy 

Arranging: creating, sustaining 
and changing ah hoc 
governance mechanism 
provisions that suit the pattern 
of group interactions – 
Synthesizing strategy 

 

Source: Adapted from Klijn and Teisman (1997)  
              Agranoff and McGuire (2001) 
 

Successful network self-regulation order governance relies on the degree to which 

the network gains social embeddedness in the network. Without social embeddedness, 

network participants are unwilling to share knowledge, hindering coordination between 

them. Social embeddedness is complimentary to social exchange and trust in the network 

that can importantly facilitate network formation and operation (Lin 2006). Lewicki and 

Bunker (1996) propose a model of the stagewise evolution of trust in which trust 

develops gradually as the parties move from one stage to another. Following their ideas, 

the CBC network develops through stages of three orders. There are many decision points 

in this process. The network decides whether to continue to use the existing network 

design or make changes. The fact that social embeddedness in the network develops 

through first and second order stages and rests upon good alignment between the two 

stages helps us to identify the kinds of practical strategic network management which can 

be taken to develop and promote social embeddedness. 
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  Social embeddedness based on individual calculation is trust that exists at the 

formation of a CBC because the partners perceive that it is in their self-interest to join the 

relationships, and to do so they must accord their partner some measure of trust. Early 

attention to network governance structure reduces the possibilities of major 

misunderstanding later in the relationship. This entails building appropriate governance 

structures during the early stages of CBC network development to handle internal and 

external risks (Goldsmith and Eggers 2004). Social embeddedness based on 

understanding develops as the network members discover by working together that each 

is as good as his word, and one member’s actions may therefore be accurately predicted 

to be as the commitment implies. In the absence of conscious coordinative network 

management networks would tend to disintegrate under the impact of entropy. In this 

sense a formal-based coordination mechanism is essential to generate trust based on 

prediction and standardization in network settings. Das and Tang (1998) contextualize the 

discussion of the relationship between control and trust in networks. Das and Teng argue 

that a situation in which there is both high trust and well-developed mechanisms for 

control in the relation between partners is most likely to produce effective networks 

because their effective operation requires a high level of mutual confidence and close 

working relationships.  

Social embeddedness based on bonding through a warm relationship may then 

develop over time, but does not necessarily do so in all CBC networks. If it does, 

however, it is the best guarantor of a successful CBC network governance. Cell 4 in 

Figure 7.3 is a level that should have good social capital among most of the network 

members. The benefits of fully developed third order network governance are numerous, 

including lowering transaction costs (Gulati 1995), promoting learning (Kale, Singh, and 

Permutter 2000) and strategic managerial flexibility (Young-Ybarra and Wiersema 1999), 

and reducing relational risks (Nooteboom, Berger, and Noorderhaven 1997). A fully 

developed third order network extols mutuality, unifying purpose, multiple leaders, and 

work at integrating levels of the network. However, to reach this stage, it takes costs in 

terms of time and resource investment (Larson 1992; Das and Teng 1998) as well as 

effective management.  
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Figure 7.3 describes the effect of coordination patterns and administrative 

arrangements on the accomplishment of third order network governance in the CBC 

networks. Given this set of theoretical arguments, Cell 1 and Cell 4 in Figure 7.3 

represent the beginning and end points of a CBC development process of three order 

network governance. As the horizontal network increases and the social coordination 

mechanism broaden, there should be corresponding movement toward greater social 

embeddedness of CBC networks. There are two paths that represent developmental 

processes. The development process is to continuously capture the strategic management 

created through the many points of interchange in the network growth to develop an 

effective network, in harmony with its internal and external environment.  
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Figure 7.3: A Framework of the Development of Network Self-Regulation  

Order Governance 

 

 

The Recursive Path of Network Self-Regulation Order Development 

The recursive development process goes through the change of network 

governance form before the internal coordination and management structures are well 

established. The recursive path emphasizes “outside-in strategy” along with the network 

development process.  During network formation the recursive model emphasizes the 

viable-looking CBC network through the support of the community and then the 

development pathway should invest much in social relations within networks. An 

example of a network in which recursive network management strategies prevail is the 

HFC Network. Figure 7.3 identifies the HFC network that was developed with more or 
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less of movement from Cell 1 to Cell 2 to Cell 4. Currently HFC is placed in Cell 2. The 

process is similar with McGuire’s recursive strategy: activation-forming-mobilizing-

reforming--reframing-motivating-synthesizing. Thus, a great deal of attention will be 

given to reforming and reframing the network.  

 The transition from vertical to horizontal is difficult. Politics within vertical 

network governance can prevent or retard the transition to horizontal network 

governance. Various members may oppose the development of a horizontal system 

simply because they want to limit the influence of its supporters. Horizontal governance 

also varies in the extent to which their members are willing to commit resources to 

initiate and sustain activities. An important weakness of reforming network governance is 

their ability to gain adequate commitment of resources from members of a network. In 

the HFC case, there may be a common dilemma in which many service providers 

contribute only minimally to efforts, leaving substantial investment to other service 

providers. A HFC network participant stated that “it is not clear how the level of 

community involvement would translate into tangible benefits to contracted service 

providers.” In my interviews, I found that in the HFC network, most service provider 

agencies felt that while the lead agency had done a good job of promoting the network as 

a form, the benefits to service providers of the network were not clear. A reframing 

strategy tries to achieve a reinterpretation of the new form of network governance. 

Reframing involves the bringing about of major changes in members’ perceptions of a 

CBC network so that they interpret situations in a different way and drastically adjust 

their behavior. Established habits and things that are taken for granted are thus broken 

down enabling new lines of behavior.  

The reforming movement of the HFC case looks like changing the game field 

from poor ground to complex ground. The original network design targets poor ground 

and comes up with a more centralized network design. But, the network moves to more 

complex ground without careful preparation according to a player’s preference or 

following friends. For example, the HFC case adopted the form of HKI network 

governance which enjoys good internal and external ground conditions. The failed 

evolutions that I have examined in the previous chapter, the CBC area of HFC, would 

appear to be misalignment. Failure in the process of evolution is not the only issue in 
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understanding alternative patterns of evolution. In Chapter 6, I indicated that there were a 

number of different paths regarding how forms of network governance might evolve 

across time. In particular, I suggested that the movement toward vertical network 

governance and toward horizontal network governance were quite different because they 

have different starting points.  

 Legitimacy of the network as an entity in networks is built by adopting familiar 

structures that mimic those used in other networks (Meyer and Rowan 1977; DiMaggio 

and Powell 1983). As the CEO told me, “we are one of first networks in the CBC areas 

trying to model ourselves after the HKI network. We are good at learning what to do and 

not to do in setting up our network structure so we could run smoothly and look 

professional from the start.” She explained the difficulties of a start up network 

organization and the challenges of designing administrative systems that, unlike vertical 

network governance, work under horizontal network governance circumstances. I 

describe the movement from Cell 1 to Cell 2 as featuring broad-based and open-based 

discussions between participants at all levels of the network. The movement lies in the 

leader’s capacity to reduce anxiety and ensure a consensus of support by incorporating a 

broad discussion across internal and external networks.  

 

Proposition 9: In order to make a transition from Cell 1 to Cell 2, the network 

considers a reforming and reframing strategy based on finding an appropriate 

community-niche and reducing the costs of transaction within the network and its 

community, and the top manager’s leadership style. 

 

The CBC networks in Cell 2 are still incoherent networks. The networks try to get 

community engagement in the networks and take advantage of community resources, but 

the networks lack internal capacity to deal with the complexity and various demands. 

Thus a network manager in Cell 2 has more the role of strategic choice and managerial 

discretion in explaining network governance development. We emphasize the role of top 

managers in Cell 2 demonstrating entrepreneurship with the external community. Yet due 

to the weak internal management structure and capacity, community engagement cannot 

be followed up and fully utilized which leads to frustration and broken commitments. To 
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link a CBC network to community inputs, it is necessary to analyze its readiness to attend 

to and store various environmental inputs, and its strategies for searching the community 

resources. It is also necessary to recognize that service providers within the CBC 

networks do not access the same community environments and that the information they 

have varies. Service providers have their own goals and activities that may bring them 

into contact with different aspects of the service provider’s environment. Thus, it may be 

more reasonable to speak of different community environments, attended to or enacted by 

different service providers and sub-groups within the networks. A manager in HFC 

networks emphasized the role of the top manager in terms of time saved and the 

development of meaning. The manager’s argument provides important implications for 

understanding leader actions in Cell 2.  

As structural differentiation increases, there should be more integration. If 

systems fail to integrate, then poor performance occurs. We can apply this thesis to the 

HFC case that shows the lack of adaptive efficiency, that is, the ability to change rapidly 

and at the same time provide customized services or products, and at low cost. Although 

we are not able to measure all of the components of adaptive efficiency, we suggest 

internal capacity; reaction time, problem-solving time, and implementation time are 

important. Internal capacity comes from three internal aspects; member dependence, 

common value, and trust. Certainly, the absence of a measure of adaptive efficiency 

increases the amount of reaction time. The CEO in the HFC case showed high turnover 

rate because of poor performance. In order to overcome the incoherent situations in Cell 

2, the networks have to make a movement from Cell 2 to Cell 4, or be able to develop 

internal management capacity. It should be noted, especially, that there were significantly 

more integrated networks in Cell 4, when compared to Cell 2.  

  Complexity triggers more trial-and-error experience among network members. 

The members view the systems with a broader perspective to find what works best, by 

benchmarking or finding models that have already solved their particular problems. For 

example, a manager said that “our system lacked smooth client transfer from a service 

provider to other providers. The network adopted a sequence of client treatment. She 

emphasized reciprocal treatment.” Also, one county in the network started to create good 

relationships with communities and they took advantage of community resources. The 
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CEO said that “the region has been troubled by an unexpected increase in clients. The 

service providers tried to find the reason and solution. Finally, they found the reason in 

the actions to be a local judge, and his decision about how to treat the children appearing 

in his courtroom. They developed a close relationship with the local judge and the results 

were amazing. The clients assigned to the network providers were reduced by about 30 

percent.” Story telling is a reframing strategy which provides the incentives to go beyond 

an existing framework and to view a problem, situation, or relation from a new 

perspective.  

A CEO emphasized the role of coordination on leadership. He said that the 

preference of leader has a huge influence on the design style of network governance. And 

at the same time, the network is hugely affected by the turnover of its leader, especially 

when there is little linking of the leader’s knowledge to data or information. As the 

previous chapter showed, the HFC networks used broad performance indicators, but the 

networks did not build shared performance systems. The CEO said that the networks try 

to meet standardized performance data imposed by DCF. And she said the networks have 

no plan to build the data base system. When I asked about the recursive-based 

development process, managers in the networks did not have clear picture and 

understanding about that issue. However, a manager in one of the service provider 

agencies argued that “our systems generate locally-based new ideas and leader-based 

creative ideas, but these valuable ideas and information were not stored and we need to 

be and generate more innovative and creative ideas, and we need to encourage 

performance management systems to enhance interactive processes including a trial and 

errors process and improve shared accountability. A shared data system provides a 

memory for the failures and successes.” Even if the networks have used interactive 

processes providing a forum for discussing the results and setting direction, I argue that 

the HFC network may still be inefficient at knowledge sharing because it has not created 

the necessary digital pathways among members to facilitate efficient explicit knowledge 

and tacit flows.  

 

138 



Proposition 10: In order to make a smooth transition from Cell 2 to Cell 4, the network 

should focus on performance-oriented coordination activities and build a shared 

performance data system, and reframing strategy. 

 

The Linear Path of Network Self-Regulation Order Development 

 A linear development process concentrates on building internal network capacity 

and broadens its external network capacity. A linear path emphasizes "inside-out” along 

with the network development process. An example of a network in which linear 

development route may prevail is the PSF network. As shown in Figure 7.3, the PSF 

network followed movement from Cell 1 to Cell 3 without changing forms of network 

governance. Linear strategy follows from vertical first network governance to formal 

coordination to social coordination to horizontal first network governance. The process is 

similar with McGuire’s linear network management strategies (activation-framing-

mobilizing-synthesizing).  Extended scholarly analyses have pointed out the great 

difficulty of obtaining bureaucratic coordination in the absence of strong administration 

of the networked program (Provan and Milward 1995; Jennings and Ewalt 1998). For this 

reason, the enhanced formal control they anticipate will improve network outcomes. 

Effective managers in CBC programs with a relatively low level of support from key 

stakeholders will allocate the greater share of managerial resources to mobilizing 

stakeholders.  

Mandell (1990) was one of the first researchers to suggest how managerial 

constraints vary systematically within and across network settings, and thus can affect 

what she refers to as strategic management styles. The basis of her strategic-contingency 

logic is similar to Simon’s framework: program performance is contingent on the 

relationship of management and its problem context. Networks in Cell 1 offer a unique 

problem context with sets of constraints that affect, in some way, the allocation of 

management resources, and thus the choice of particular management behavior. Some of 

the relevant environmental contingencies are not exclusive to networks, but others are, 

and all are important challenges for network managers (McGuire 2002).   

Several scholars argued that network managers steer social coordination toward 

some set of goals or away from stagnation and blockage through joint problem solving 
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(Agranoff and McGuire 2003a; Kickert, Klijn, and Koppenjan 1997). The PSF case is 

consistent with that argument. PSF networks have moved from formal coordination to 

social coordination focus on second order network coordination strategy. The movement 

implies that a volume of formal coordination mechanisms decrease but the volume of 

total network coordination transactions increase as a network moves from Cell 1 to Cell 

3. For example, in the PSF case, the lead agency developed a common language among 

service providers by creating settings in which representatives of subcontractors meet. 

This activity can be regarded as a precondition for further interaction. Also, the network 

initiates small research projects and organizes brainstorming sessions.   

The CEO emphasized the role of middle manager in order to reach a self-

regulated CBC network. The PSF networks give more discretion to contract/program 

managers who control each service center. The interviewee showed concern about the 

turnover of middle managers because the lead agency trimmed the scale of formal 

coordination and has made efforts in social coordination even though the network made 

well-developed manual for rule-based coordination. A program manager has a positive 

mind on increasing coordination activities along with increasing trust between providers. 

Responsibility sharing with service providers gave the program managers more time to 

invest in personal or group-based coordination activities. The PSF case provided one 

important answer to the ongoing debate on the extent of coordination in network settings. 

I argue that more coordination activities are good for network development and 

performance until the network reaches the Cell 4. However, I suggest that the network 

should choose the right coordination mechanism in response to the stage of network 

development. For example, the PSF and CNSW cases focused on a formal-oriented 

mechanism at the starting point and moved toward more a social-oriented mechanism. 

The process contributes to make a strong bridge between first order and third order 

network governance. Also this development path is very time saving and cost saving for 

CBC networks. 

A program manager in the PSF network said “the collaborative management team 

among social, service, and quality coordinators replaced formal patterns of 

communication, excessive paperwork and a process of multi-party document review with 

a more flexible, streamlined approach to decision making and a more innovative form of 
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problem solving through shared data systems called as “Kidsnet.” As a result, 

collaborative members have reduced the number of steps in the review process from over 

fifty to about sixteen, and have produced a cost savings and time savings for the CBC 

operations.” The data base system solved the dilemma that has to do with how to 

maximize the efficiency of knowledge transfers among three management coordination 

teams. It is possible for a CBC network to create conditions that solve free-rider problems 

and knowledge appropriation.  

 

Proposition 11: In order to make a transition from Cell 1 to Cell 3 the networks should 

focus on social coordination activities, a shared performance data system, and the 

knowledge and leadership of the middle managers.  

 

How does a CBC network reach Cell 4?  Did The PSF case provide a valuable 

answer to the question? Activating and forming strategies are used both during the 

formation of CBC networks in Cell 1 and when network effectiveness diminishes or is 

suboptimal (McGuire 2002) and when a network makes a transition from Cell 3 to Cell 4, 

activating and reforming strategies are used. After successfully gaining smooth network 

growth through first order and second order network governance, the PSF network 

suffered a major crisis when DCF adopted a new program approach. The network needs 

to gain the support of an active community in order to meet the new program standard. 

But the network had neither sufficient external legitimacy to attract community 

involvement nor sufficient support from community resources. The absence of external 

support appeared to be the main reason for creating a more flexible and democratic 

network structure. 

A flexible structure can help a network cope with environmental shocks by 

allowing organizations to respond quickly to environmental shocks by redesigning 

aspects of the networks. The linear-based development pathway is heavily affected by 

external conditions, in particular policy context/ political context change. For example, 

Florida State emphasized prevention services rather than foster care services. The linear-

based networks paid too much attention to the actual service delivery process. But the 

network had a hard time following the new direction because the network had to change, 
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to a large extent, work processes and coordination tools. Also there were possible 

conflicts between top managers and middle manager teams because middle managers had 

actual power and knowledge in the networks. I observed that the CEO in the PSF 

networks received fewer calls from managers compared to the HFC and CNSW CEOs 

during interviews. Also, when I met managers in service provider agencies, they mainly 

focused on the role of program/contract managers in the lead agency.  

Activation is also used to move from Cell 3 to Cell 4. Activation involves 

identifying participants for the network and including key stakeholders in the process 

(Gray 1989). An example of activation comes from a director of the PSF network. The 

director realized that the community role is too narrow and planed to modify the design 

by expanding community involvement to include faith-based and community 

organizations that specialized in helping prevention services. The linear-development 

process finally faces overall change in the network governance form. We need to study 

how to minimize the impact of changing overall network governance structure. The PSF 

case is a good example. The network replaced the CEO with good administrative skills 

with a CEO with more bargaining and political skills. The case took advantage of 

activating strategy. At the same time, the network incrementally increased community 

participation, in particular, an increase in community resident leaders.  

 

Proposition 12: In order to make smooth transition from Cell 3 to Cell 4, the network 

should use activating strategies.  

  

The PSF network followed a linear development process, but the HFC network 

followed a recursive development process. What are the differences in these two cases? It 

depends mainly on the role of strategic choice or managerial discretion in explaining 

governance forms as well as network conditions. Managers who are involved in network-

level decisions have the capacity to make strategic choices regarding how the network 

will be configured. Managerial discretion is influenced by a manager’s preference. We 

will see the impact of the difference of a top-manager’s preference and background on 

choosing the direction of the network development process given strategic choices and 

options. The former CEO in the PSF network was an administrative expert and focused 

142 



more on operational management. I heard from a contract manager that the former CEO’s 

norm is based on efficiency. By contrast, the former CEO in the HFC network cared for 

political management even if two cases have a high level of weak internal conditions. 

The CEO worked at the HKI network where the main focus was community. The current 

CEO worked at the HKI and she praised the HKI network for establishing excellent 

legitimacy in the CBC arena.  The current CEO expected that the network systems will 

work well if the HFC network gains legitimacy.  

Though service providers of a CBC networks commit resources to form a network 

and to begin collective programs, the initial CBC network is fragile. We found that two 

factors will contribute substantially to the continued and increased investment of 

resources by service providers and the maturity of a CBC network. First, a CBC network 

must begin to achieve objectives that yield benefits for service providers. Achieving 

objectives should help service providers deal with threats from their environment. 

Achieving objectives also builds perceptions of success and effectiveness in CBC 

networks. Second, the maturity of a CBC network depends on the willingness of 

individual service provider agencies to put the interests of other service providers, and 

those of a CBC network as a whole (network entity), ahead of their own concerns. Thus 

we assume that the movement from Cell 1 to Cell 3 and Cell 2 to Cell 4 is similar since 

both movements mainly result from a shared performance data base system and social 

coordination activities as a synthesizing strategy in order to garner social support from 

service providers. As a CBC network continues to make members collaborate with 

service providers and the community, the network as interaction becomes increasingly 

important regardless of differences in network development orientation.  

Our findings indicate that during network configuration order governance, 

emphasis on internal versus external and vertical and horizontal network governance 

building remains consistent during network formation and early network growth.  Despite 

the fact that both development pathways were successful during network formation and 

early growth, albeit in different ways, this development process was not always smooth 

and involved setbacks. For instance, this study revealed an unequivocal “critical 

crossroads” stage faced by each development process, the movement from Cell 1 to Cell 

2 and from Cell 3 to Cell 4. The findings showed the PSF network with a strong internal 
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orientation and internal capacity began to move well beyond network configuration order 

governance and toward working together and establishing trust and commitment 

characterizing a successful relationship. Continued emphasis on the linear development 

process (emphasized, and proven successful during network formation and development) 

can lay the ground work for a CBC network located in a rural area. Therefore a liner-

based development process is called a generic comprehensive network development 

framework.   

The CBC in Cell 1 is more likely to be involved in the creation of more 

centralized networks, as we have seen, but this does not mean that the network will 

evolve into Cell 4 (fully developed networks). They are shaped by the internal and 

external conditions of the CBC network and result in very different approaches to 

building fully developed third order network governance, one linear and the other 

recursive. We refer to these alternative strategies as inside-out and outside-in, rather than 

simply internal versus external or vertical or horizontal. The distinction is important and 

reflects the fact that while the primary orientation for a CBC network development was 

clearly linear in the PSF case and recursive in the HFC network, both strategies tried to 

address both the internal and external capacity needs of the network, albeit from different 

starting points. Evolution can stall at particular stages because it does not have clear 

adaptive advantages for the network members involved.  

One explanation for this is that these needs shift, depending upon the particular 

network management task. A dynamic perspective of the network development based on 

first, second, third order development emphasizes the importance of initial conditions as 

well as of interaction processes over time for network development. The use of 

evaluation procedures, in order to be supportive of network development, should take 

into account the prevailing first order and second order network governance of significant 

legitimacy – and reproduce and eventually transform CBC networks in a way that makes 

collaboration even more efficient and effective. The members of a CBC network 

structure are actively engaged in doing something that moves beyond the provision of 

services. In the CBC network, this can be seen in the way it has been able to build 

network capacities and to gain collaborative advantages for both the lead agencies/service 

providers and the community.   
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CHAPTER 8: 

CONCLUSION AND DISCUSSIONS 
 
 

This study builds from the premise that there is a fit between the network’s 

environment and its internal network capacity, and that network performance is 

contingent on the goodness of that fit. This leads to the argument that there are three 

orders of network governance, and that networks must address the concerns and issues in 

each order to be fully coherent and effective. Chapters 3 and 4 dealt with three order 

network governance framework. The network configuration order focuses on getting the 

network set up: Who are its members? What is its structure? How can internal conditions 

be matched with external conditions? With the network coordination order the incentives, 

structures, and sanctions used in the network are examined for good fits to network 

needs. What are the systems of rules used to govern and account for performance? The 

network self-regulation order governance focuses on building social capital and 

decentralizing operational decisions to the network partners. Here the lead agency and 

service providers are establishing a self-regulating network, based on shared norms, 

social coordination, and responsiveness to the stakeholders and overall network needs.  

 

The remaining chapters involved the critical application of the three order 

network governance framework to three CBC network cases in Florida in order to answer 

the main research question: What factors are important for explaining how and why CBC 

network systems developed and are maintained over time? What we have found and 

learned is that exogenous and endogenous factors in networks are associated with 

network growth. The first part of this chapter reviews the findings of the three order 

network governance framework.  

 

Review of Findings 

The major arguments of the three order network governance framework seem to 

be supported by the cases. The cases of CBC networks in Florida demonstrated that the 
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development of public networks is likely to be accompanied by some kind of continuous 

balance between first, second, and third order network governance by lead agencies, 

service providers, and the community. This three order network governance framework 

qualifies to be evaluated as a network management practice at certain stages of network 

development.   This dissertation contributes to a comprehensive perspective on CBC 

network governance by examining the complex and dynamic connections between the 

three order governance in governing the CBC network. I clearly show that the three order 

approaches are inherently linked and mutually influence each other. Next let me 

summarize key findings. 

 

First, the study offers empirical support for the stage view (Ring & Van de Ven 

1994) of network development, and demonstrates that the development of CBC networks 

can hardly be captured by a static view of networks. A fairly complex stage model is in 

line with not only the conceptual ideas of other scholars (Ring & Van de Ven 1994), but 

also case analyses of other networks (Chisholm 1998; Doz 1996). In contrast to these 

prior analyses, the study makes use of narrative strategy to investigate concrete network 

development practice from the raw data within an analytical framework. This three 

network governance framework allows for a thorough, rigorous, and systematic analysis 

capturing more of the recursiveness between the three order approaches and network 

management strategies, but also the role of a diverse set of network activities and 

relationships in the process. The insights gained from this study could be used to fine-

tune the three order network governance perspective on network development, which 

aims to understand not only the processes within CBC networks, but to become more 

generalizable as network development theory.  A study of public networks which have 

failed or are about to fail, perhaps due to inadequate balance between three order network 

governance, would be most useful. This kind of descriptive-analytical research could then 

support the development of a more normative theory of network effectiveness (Provan 

and Milward 1995) which, in turn, would be helpful in evaluating networks and network 

practices. 
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Second, we conceptualize external and internal conditions that are important to 

the overall success of CBC networks, and provide insights into a critical condition that 

determines how the form of CBC network governance is constructed: What are the 

network unique characteristics of networks? How should a network be organized? What 

advantages does network governance have over other forms of network governance?  

 

Third, we find the explanatory power of TCE is of limited value for an 

interpretation of changing in network boundaries and the choice of the most efficient 

network governance form. The static assumptions of TCE, and research which is based 

on short-term dyadic linkages, are not appropriate for the study of what transforms a 

combination of service provider agencies into a durable network (Uzzi 1997). The TCE 

appears inadequate to describe changes in the structure of CBC networks because the 

focus on cost overlooks the opportunities that can be developed through intensive 

relationships. We note that in the HFC network a business relationship begins as a result 

of positive assessments of transaction cost exchanges, but informal, psychological 

contracts increasingly are substituted for formal contracts as parties rely on trust and 

mutual commitment. To provide a broader framework to understand the advantage of 

first order network governance, the TCE perspective should be coupled with the 

Population Ecology and Institutional theory assumptions about the integration of 

competencies and the combination of knowledge on universal and contingency network 

design approaches.   

 

Fourth, we provide insights into formal coordination activities and social 

coordination activities as crucial conditions for subsequent third order governance 

development. More specifically, the CNSW network has solved three fundamental 

dilemmas with regard to growth in a collective by finding ways to: (1) motivate members 

to participate and openly share information and knowledge, (2) prevent members from 

free riding, and (3) efficiently transfer both explicit and most important tacit knowledge. 

The CNSW has done this by creating a highly interconnected, strong tie network – a 

network where members strongly identify with the core agency and where there are clear 

rules for participants in the network’s information-sharing activities.  
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Fifth, this study provides insights into the linear development process, from the 

progressive abandonment of a centralized mode of network governance to the progressive 

investment on a horizontal and a weblike structure with strong, multilateral ties. By 

adhering to learning by cooperating logic, service providers may profit from the early 

sharing of critical information as well as from a continuous flow of technical and 

managerial suggestions. In creating the conditions for their boundary shifting strategies 

(inside-out), service providers are likely to exchange goods and knowledge on an intense 

interactive basis. This is seen as the best way to develop the members’ capabilities while 

ensuring high adaptability to the environment. When the learning by interacting 

mechanisms started to show their usefulness, the lead agencies abandoned the 

hierarchical option of network governance, adding relational dimensions to the 

efficiency-based consideration. Leveraging of service providers’ ties during the phase of 

network structure transition also occurred with the awareness that service providers do 

not need to protect their core activities. Disturbances can be avoided by cooperating 

extensively with other service providers and lead agencies in the first order and second 

order development processes. Accumulated knowledge and experience allow them to 

coordinate and control community resources more effectively. The development of the 

PSF network suggests that it needs planning and takes time to nurture the relationships 

and processes necessary to facilitate effective governance. Over time, members develop 

the capabilities and processes necessary to facilitate information flows across members. 

The PSF network development process is consistent with Agranoff and McGuire’s 

network management functions, activating, framing, mobilizing, and synthesizing. We 

believe these functions operate across the three order network governance system. 

Network managers must be able to perform these functions according to the level of three 

order network governance that the network is in. Analysis of the linear-based network 

development process may reveal causal assumptions that are subject to proof over time 

through the activities of four network management functions. 
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Limitations and Suggestions for Future Research  

Although this research design compared these three CBC networks with a 

minimum of extraneous variation, the findings are contextualized. For instance, the data 

suggest that a linear CBC network development process is more effective than a recursive 

CBC network development process. A linear-based network development process may 

provide indications that whereas network participants focus on standardization and fine-

tuning and face weak external-to-internal conditions, a linear model might be more cost-

and time-efficient than a recursive model. The limitation of the study based on a small set 

of cases is obvious, and attempts to generalize the results to a diverse population are 

overly simplistic. Nevertheless, the decision to focus on an in-depth examination of three 

CBC networks in Florida allows the researcher to generate predictive content even from a 

limited number of case studies (Eisenhardt, 1989).  As the focus has moved primarily 

from the initial conditions, to the governance mechanism and then to the third order 

network governance stage of the CBC network development process, a deeper 

appreciation of the learning process, leadership, and communication collapse has grown. 

Consequently, the above-mentioned limitations should be considered as essential and 

critical suggestions for future research to produce more comprehensive third order 

network governance framework results.    

 

First, leadership is widely seen as a critical ingredient in bringing partners to the 

table and for steering them through the “relief pitchers” of the network development 

process (Chrislip and Larson 1994; Imperial 2005; Vangen and Huxham 2003a). Chrislip 

and Larson (1994) suggests that the network leader be viewed as a steward of the process 

(transforming leadership, servant leadership, or facilitative leadership) whose leadership 

style is characterized by the focus on promoting and safeguarding the network 

development process. For example, the CEO in the CNSW network brings about a 

balance of power among service providers. This style of facilitative leadership helps 

service provider agencies to explore possibilities for mutual gain and give a meaningful 

voice to participants and encourage participants to listen to each other. How might the 

CBC network make a transition from network formation and the early stage to more 

mature CBC network? Where incentives to participate are weak, power and resources are 
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asymmetrically distributed. Who would do what? Who would talk with each potential 

member over lunch? Who would get everyone together for dinner? Who would exercise 

the initial leadership? A CBC network might just develop without strong leadership, but 

it is more likely to develop if someone takes the initiative to help it along. Two network 

development process models rely on a different levels of network leader. In the linear 

development process, middle managers might have an incentive to go first along with 

development process. A key role in leveraging external ties is that played by the middle 

managers. Their willingness to interact with service providers as external sources of 

knowledge and to access their complementary capabilities emerged as driving forces 

toward the fine-tuning of network development. And the logical person to exercise 

leadership is the head of the lead agency. Using a recursive development process in the 

three cases the exploration of the activities and dilemmas that confront network managers 

has begun to unpack some of the reasons for the challenge that enactment of leadership 

entails. Although derived specifically from the activities of three CBC network managers, 

I view the theoretical principles and the case examples in this study as relevant to other 

network managers in publicly-funded collaborations and public settings. The three cases 

can be utilized to provide clues about the types of network management activities that 

need to be addressed and therefore may give further conceptual handles to those.  

Nevertheless, this study is clearly far from the full picture and it would be possible via 

further research to elaborate considerably on this research. 

 

Second, the cases suggested that network growth is more likely to happen when 

the possible purposes and advantages of collaboration are relatively concrete, and when 

small wins from collaboration are possible, with the network development stages. 

Although the intermediate performance of each network order may represent both 

tangible and intangible results in themselves, here they are represented as critical process 

outcomes that are essential for building momentum that can lead to mature CBC 

networks. These intermediate outcomes can feed back into the network development 

process, encouraging a virtuous cycle of face-to-face dialogue, trust building, shared 

learning and commitment to the process (Chrislip and Larson 1994). I acknowledge that 

additional research is needed in this respect. For instance, rather than collecting 
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retrospective data, as this study did, it might be interesting to conduct real-time case 

study research to attain finer-grained insights into the collaborative dynamics in 

networks.  

  

Third, nurturing is often talked about in the context of the gentle care required for 

fragile plants. However, to nurture an overgrown garden (fully developed third order 

network governance) back to health rather more decisive tactics have to be taken; 

chopping down of excess growth and pulling up of weeds are likely to be key activities, 

in addition to the nurturing back to health of individual plants that have become 

overpowered by others. This study does not have hard and fast evidence of this, but it is 

my observation that a CBC network that successfully led third order network governance 

experienced false information, corruptions and communication collapse. The network 

solved the corruption problems and repaired communication systems. The CEO said that 

he would continually switch between second and third order governance activities, often 

carrying out both types of network coordination in the same act. The complexity of the 

repair processes will together create a qualitatively different phenomenon both in terms 

of the transgression and the repair relative to the two different development pathways. 

Repair in the linear development process is quite different from the recursive 

development process. While this study has provided some ideas in this direction, an 

important avenue for future research would be to empirically identify both the presence 

and weight of different processes and factors, as well as to identify boundary conditions 

in each development process. It is important to pursue this line of research because the 

nature of relationship repair is likely to systematically vary in each of the two different 

development processes, and such variation is grist for the mill of a theory of repair at 

different levels of analysis.  Is repairing a relationship the same or different at different 

pathways in the network development process? Are the processes for repair independent 

or connected? The problem of relationship repair is relevant at all levels of the three order 

network framework, and almost no research has studied this issue.  
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Concluding Remarks  

 

This dissertation concludes with the implications of the three order network 

governance framework, as seen through the cases, for both scholars and policy 

practitioners. Scholars are interested in understanding the public network world. In order 

to accomplish that, they must use conceptual frameworks to help them understand what is 

probably important and what can be ignored. The three order network governance 

framework is scientific: to advance understanding of complex developmental processes 

as natural phenomena. It enables scholars to understand the true magnitude of current 

network governance disputes. The cases presented in this study suggest that the three 

order network governance framework is a promising addition to the development of a 

theory of public network governance. What are the implications of the three order 

network governance framework for practitioners? The three order network governance 

framework suggests that the validity of the following concerns depends in large part on 

the characteristics of the different development processes – linear versus. recursive – that 

a public network uses. These concerns are:  

 

● overall success versus failure of a centralized or decentralized network      

     governance form; 

●  the relative dominance of one or another of the primary network coordination  

    competing mechanisms, namely, creating high-quality network capacity,  

    minimizing operating costs and preventing communication collapse;  

● the level of the transaction costs (including delays of network growth) 

   entailed by different network development processes.   

 

In sum, this dissertation provides a more comprehensive perspective on CBC 

network governance. I hope that my insights may help managers improve the success rate 

of their networks. At the same time, I encourage scholars to further explore the 

interactions between the three order network governance in a variety of public network 

settings. Opportunities to test, refine, and extend the proposed three order network 

governance framework can contribute to our general knowledge of public network 
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governance and to our specific understanding of CBC networks which are an important 

but relatively neglected strategy for managing the internal and external environment of 

networks.  
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APPENDIX A: 

HUMAN SUBJECTS APPROVAL 
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APPENDIX B: 

SURVEY INSTRUMENT 
 

 

 
Public Management and CBC Network in Florida 

 

 

 
I am contacting you to ask your assistance with my research project. My name is 

Bok-Tae Kim, a doctoral candidate in the Askew School of Public Administration and 
Policy at the Florida State University. I am working on my research (Advisor, Professor 
Frances Berry), which is entitled, “A Comprehensive Model of Network Governance 

and Performance.” I would like to take some of your time and ask you questions 
regarding your opinions. The results of this study will be made available to you and 
may benefit public network management practices.  
 

There is no risk to you in completing this instrument. Please be assured that 
your answers will remain completely confidential, and will be revealed only as summary 
information and abstract statistics obtained from this research. Once the initial data is 
recorded there will be no association with your name and the data provided, only a case 
number. All materials and other information with your name on it will be destroyed. 
By answering this survey, we will assume you are giving your informed consent to 
participate in this study of network management in Florida. 
 

Please read each question and make the appropriate response. Your input is 

essential for completing my doctoral dissertation. Again, I thank you for your time and 
consideration in advance. If you have questions about this study, please feel free to 
contact me.  

 
Thank you for your participation. 

 

                                                                                                              March, 2008 

 

Dr. Frances S. Berry 

Professor and School Director 
Askew School of Public Administration & 
Policy 
Florida State University 
Phone: (850) 644 – 7603 

E-mail: fberry@fsu.edu 

Bok-Tae Kim 

Doctoral Candidate 
Askew School of Public Adm. & Policy 
Florida State University 
Phone: (850) 422 - 1688 

E-mail: btk03c@fsu.edu 
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Q-1. Please go through the list of Community-Based Care (CBC) service organizations 
that provide child welfare services for your CBC area. The list is available on the last 

page.  Overall, please name one or more service provider(s) (lead agency or 
subcontractors)  within your CBC area with whom your organization has the most 
frequent contact and exchange of friendship, critical information, or resources (shared 
equipment or personnel). Simply, write the organization number(s) that apply from the 

last page.  
 

Friendship Information Resources 

1._____________ 
2._____________ 
3._____________ 
 

1. _____________ 
2._____________ 
3._____________ 

1._____________ 
2._____________ 
3._____________ 

 

Q-2. Please go through the list below and mark the level of frequency of contact you 
have with each of the list based on the following scale. 
1 = Annually  2 = Bi-annually  3 = Quarterly  4 =Monthly  5 =Bi-weekly  6=Weekly  

7 = Daily   

                         

State Legislators  1  2  3  4  5  6  7 
     

Governor  Office  1  2  3  4  5  6  7 
     
Local Business Leader  1  2  3  4  5  6  7 

     
Local Schools  1  2  3  4  5  6  7 

     
Local Faith-Based 

Organization  1  2  3  4  5  6  7 
     

Local Parent Association  1  2  3  4  5  6  7 

     
 

Local Child Welfare 

Association 
    

1 

 

 2 

 

 3 

 

 4 

 

 5 

  

6 

  

7 
     

Local Media  1  2  3  4  5  6  7 
     

Neighborhood 

Association 
 1  2  3  4  5  6  7 

Service Providers 
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Q-3.  Please respond to each of the following questions by selecting the number of 

the scale that best characterizes your feelings. (Please circle the answer.) 
 

   Strongly                             Strongly 

   Disagree                               Agree 

1. Line workers such as case workers or foster 
parents in my organization have changed 
frequently. 

       

       1      2      3      4     5      6      7    

2. Case managers and case monitors in my 
region have changed frequently. 

 

1      2      3      4     5      6      7 

3. Managers of service providers have changed 
frequently. 

1      2      3      4     5      6      7 

 

 

Q-4. Please respond to the following questions. Please answer on a scale from 1 to 7, 

where “1” = strongly disagree, “2” = generally disagree, “3”= disagree a little, “4” = 

neutral “5”= agree a little, “6”= generally agree, and “7”= strongly Agree. (Please 
circle the answer.) 
 

 Strongly                              Strongly 

Disagree                                Agree 

1. I believe that service providers have close 
relationships with neighboring service providers. 

       

     1      2      3      4     5      6      7       

2. I believe that the actions, activities, and role of 
service providers are desirable and appropriate. 

 

      1      2      3      4     5      6      7     

3. My organization follows up on important 
guidance/suggestions from service providers. 

 

      1      2      3      4     5      6      7     

4. Service providers provide my organization 
with staff, facilities, or equipment.   

 

      1      2      3      4     5      6      7     

5. My organization covers approximately all of 
its annual budget from the child welfare service. 

 

      1      2      3      4     5      6      7     

 

 

Q-5. The following questions are about you and your organization. Remember that 

all of your answers will remain completely confidential.  

 

 

1. What is your position/Title _____________ 
2. Your Gender:  ____ Male    ____Female 

3. How long have you held your current position? ____________ Years 

4. Number of years of all managerial positions 
    □ 4 and under   □ 5-9    □ 10-14    □15-19   □ 20-24  □ 25-20  □ 30-34   □ 35 and Over 

5. How long have you worked in the child welfare area?  
    □ 4 and under   □ 5-9    □ 10-14    □15-19   □ 20-24  □ 25-20  □ 30-34   □ 35 and Over 

6.  Your age is: 
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      □ 18-24      □  25-34     □   35-44    □  45-54   □   55-64    □ above 65 

7. Your Education Background 
      □  High School and Under     □ B.A.      □ M.A.     □ Ph.D. 

8. When was your organization created? __________ Year 

9. How long has your organization been publicly funded for CBC services? 
     □ below 1 year    □  1-3    □ 3-5     □ 5-7     □ 7-10     □ above 10    □ None 

10-a. Does your organization have a national presence?  
      _____No            _______Yes 

10-b. Does your organization have branches across Florida? 
      _____No            _______Yes 

11. How many full time-equivalent employees (FTEs) are there in your organization?  
    _____________ 

 

Thank you for your time.  
Please return your response in the enclosed envelope. 

 
The List of Service Providers in Your CBC area 

 

 

Service Providers 
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Q-1. Please go through the list of Community-Based Care (CBC) service organizations 
that provide child welfare services for your CBC area. The list is available on the last 

page.  Overall, please name one or more service provider(s) (lead agency or 
subcontractors)  within your CBC area with whom your organization has the most 
frequent contact and exchange of friendship, critical information, or resources (shared 
equipment or personnel). Simply, write the organization number(s) that apply from the 

last page.  
 

Friendship Information Resources 

1._____________ 
2._____________ 
3._____________ 
 

1. _____________ 
2._____________ 
3._____________ 

1._____________ 
2._____________ 
3._____________ 

 

Q-2. Please go through the list below and mark the level of frequency of contact you 
have with each of the list based on the following scale. 
1 = Annually  2 = Bi-annually  3 = Quarterly  4 =Monthly  5 =Bi-weekly  6=Weekly  

7 = Daily   

                         

State Legislators  1  2  3  4  5  6  7 
     

Governor  Office  1  2  3  4  5  6  7 
     
Local Business Leader  1  2  3  4  5  6  7 

     
Local Schools  1  2  3  4  5  6  7 

     
Local Faith-Based 

Organization  1  2  3  4  5  6  7 
     

Local Parent Association  1  2  3  4  5  6  7 

     
 

Local Child Welfare 

Association 
    

1 

 

 2 

 

 3 

 

 4 

 

 5 

  

6 

  

7 
     

Local Media  1  2  3  4  5  6  7 
     

Neighborhood 

Association 
 1  2  3  4  5  6  7 

Lead Agency 
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Q-3.  Please respond to each of the following questions by selecting the number of 

the scale that best characterizes your feelings. (Please circle the answer.) 
 

   Strongly                             Strongly 

   Disagree                               Agree 

1. Line workers such as case workers or foster 
parents in my organization have changed 
frequently. 

       

       1      2      3      4     5      6      7    

2. Case managers and case monitors in my 
region have changed frequently. 

 

1      2      3      4     5      6      7 

3. Managers of service providers have changed 
frequently. 

1      2      3      4     5      6      7 

 

 

Q-4. The next questions are about contract management in your organization. 
 

Q-4a. To what extent has your organization used each of the following criteria selecting a 
service provider? Respond using the five-point Likert-Type scale with 1 for “not at all” 

and 5 for “ a very great extent”  

(Please circle the answer.) 
 
 

a. The contractor’s 

capacity to perform the 

work prior to awarding 

the contract 

   
   
 Not at all   1        2         3        4        5    A very great extent 

b. Financial health  

    or financial capacity 

 

  Not at all   1        2         3        4        5    A very great extent 

c. Technical capacity   Not at all   1        2         3        4        5    A very great extent 

d. Staffing capacity   Not at all   1        2         3        4        5    A very great extent 

e. Cost for service 

delivery 

  Not at all   1        2         3        4        5    A very great extent 

f.  Reputation   Not at all   1        2         3        4        5    A very great extent 

g. Total previous 

experience  

performing the work 

   

  Not at all   1        2         3        4        5    A very great extent 

h. Previous performance 

on other contracts for 

child services 

   

 

  Not at all   1        2         3        4        5    A very great extent 

 
 
 

 

160 



 

 

Q-4b How specific was the language your lead agency used to write the contract with the 
service providers? Please respond using a scale from 1 to 5 with 1 being vague and 5 

being very specific.  
  (Please circle the answer.)      
                                                                 
a. The Scope of Work 

    - Service task list 

- Service delivery location 

- Service times 

- Changes in location 

- Equipment  

- Task limits 

     
    Vague    1        2         3        4        5      Very specific 
    Vague    1        2         3        4        5      Very specific 

    Vague    1        2         3        4        5      Very specific 

    Vague    1        2         3        4        5      Very specific 

    Vague    1        2         3        4        5      Very specific 

    Vague    1        2         3        4        5      Very specific 

 
b. Staffing Requirement  
    - Staffing levels 

    - Professional 

qualification 

    - Staffing changes 

 

   

  Vague    1        2         3        4         5      Very specific  

    Vague    1        2         3        4         5      Very specific  
    Vague    1        2         3        4         5      Very specific 

 
c. Sanctions for 

nonperformance  
    - Financial penalties 

    - Nonmonetary penalties 

    - Contract termination 

   

  

 

  Vague    1        2         3        4         5      Very specific  

  Vague    1        2         3        4         5      Very specific 

  Vague    1        2         3        4         5      Very specific 

 
d. Clear Deliverables 

      - Service units 

      - Reporting requirement 

      - Record and   

          Documentation 

     

      

     Vague    1        2         3        4        5       Very specific     

    

     Vague    1        2         3        4         5      Very specific 

     Vague    1        2         3        4        5       Very specific 

 
e.  Performance    

    Specifications 
     -  Performance Measures 

     -  Description of   

           performance 

           measurement terms   

     -  Performance 

evaluation 

           methodology  

     - Performance standards 

     
     

     

      Vague    1        2         3        4        5       Very specific 

 

      Vague    1        2         3        4        5       Very specific 

 

    

      Vague    1        2         3        4        5       Very specific 

      Vague    1        2         3        4        5       Very specific 

 f. Subcontractor Responsibilities 

     - Dispute resolution                        Vague    1        2         3        4        5       Very specific         
     - Coordination with other  
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        subcontractors/entities                Vague    1        2         3        4        5       Very specific 

 

Q-4c. To what extent has your organization directly engaged in monitoring child welfare 
services contract in your system of care. Five-point Likert-type items with 1 for “not at 

all” and 5 for “a very great extent” (Circle the answer) 
                                                                                                     
a. Inspection of work in  

       progress       

 

Not at all    1       2        3         4        5     A very great extent 

b. Inspection of work  

       completed 

 

Not at all    1       2        3         4        5     A very great extent 

c. Inspection of work inputs  Not at all    1       2        3         4        5     A very great extent 

d. Ongoing assessment of  

        financial risks or  

       financial statement 

 

Not at all    1       2        3         4        5     A very great extent 

e. Legal compliance Not at all    1       2        3         4        5     A very great extent 

f. Tracking and monitoring 

     citizens’ complaints  

 

Not at all    1       2        3         4        5     A very great extent 

 

 
Q-5. The next questions are about performance measurement in your organization. 
 

Q-5a. Your organization adopts and uses the following categories of performance 

measures. (Please circle the answer that is correct.) 
 

    Strongly                                      Strongly   

   Disagree                                        Agree 

Input Indicators (the amount of resources used)        1        2       3        4        5       6       7 

Process Indicators (the amount of work or 
activities) 

 
       1        2       3        4        5       6       7 

Efficiency Indicators (cost per unit)        1        2       3        4        5       6       7 

Output Indicators (quantity of services)        1        2       3        4        5       6       7 

Outcome Indicators (results of services)        1        2       3        4        5       6       7 

Client or citizen satisfaction (quality of services)        1        2       3        4        5       6       7 

 
 

Q-5b. How are performance results communicated to stakeholders such as citizens 

or customers? (Please check all that apply.) 
 
□ Published documents available upon request 

□ Published documents automatically mailed to all citizens  

□ Published documents automatically mailed to citizen groups 

□ Documents on display at your lead agency office 

□ Documents posted on your lead agency web site 

□ Documents available at local public libraries 
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□ Documents distributed to the news media 

□ CEO emails outcomes to key stakeholders 

□ Results reported at public meeting 

□ Other (please specify)_____________________________________ 

 

Q-6. The following questions are about you and your organization. Remember that 

all of your answers will remain completely confidential.  

 

1. What is your position/Title _____________ 
2. Your Gender:  ____ Male    ____Female 

3. How long have you held your current position? ____________ Years 

4. Number of years of all managerial positions 
    □ 4 and under   □ 5-9    □ 10-14    □15-19   □ 20-24  □ 25-20  □ 30-34   □ 35 and Over 

5. How long have you worked in the child welfare area?  
    □ 4 and under   □ 5-9    □ 10-14    □15-19   □ 20-24  □ 25-20  □ 30-34   □ 35 and Over 

6.  Your age is: 
      □ 18-24      □  25-34     □   35-44    □  45-54   □   55-64    □ above 65 

7. Your Education Background 
      □  High School and Under     □ B.A.      □ M.A.     □ Ph.D. 

8. When was your organization created? __________ Year 

9. How long has your organization been publicly funded for CBC services? 
     □ below 1 year    □  1-3    □ 3-5     □ 5-7     □ 7-10     □ above 10    □ None 

10-a. Does your organization have a national presence?  
      _____No            _______Yes 

10-b. Does your organization have branches across Florida? 
      _____No            _______Yes 

11. How many full time-equivalent employees (FTEs) are there in your organization?  
    _____________ 

 

Thank you for your time.  
Please return your response in the enclosed envelope. 
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