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Abstract

In this paper, we bring forth the need to better understand the role of management and
leadership in the development of RIEs of the Information Age. Our main emphasis is
not so much to define and conceptualise management or leadership as such but to frame
the roles and ways of leading regional development. We first examine what kind of
challenges are emerging from the network society development, secondly, we identify
and elaborate the key factors of regional development from the leadership and manage-
ment point of view and thirdly we raise some points of departure for understanding
leadership in the context of promoting regional innovation environments.

1 Introduction

Studies focusing on innovation systems have increased our understanding of the interac-
tion between the main actors who participate in the innovation activities and the sys-
temic nature of these interdependent relationships. In addition to that the roles and func-
tions of various organizations are now better identified and understood than earlier. It
has also been observed that the regional innovation environment (RIE) affects the inno-
vation activities in firms. As Aydalot states: “The firm is no heaven-sent agent free to

“choose’ an environment; it is secreted by its environment ... the firm is not an isolated

innovative agent; it is part of the milieu which makes it act. The territories’ past, their
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organisation, their collective behaviour, the consensus structuring them, are the major
components of innovation.” (quoted in Bramanti & Ratti 1997.)

The environment supports the creation of new products, processes and practices. In
innovation environments the innovation processes are, more or less, based on the inter-
action between the local milieux and the firms, and so new synergy between actors and
collective learning have possibilities to emerge. Co-operation is often organized in net-
works that are based on proximity, shared culture, reciprocity and trust. Because of their
dynamic and open nature, the local and regional innovation environments support the
ability of the firms to adapt to the rapidly changing markets.

The importance of leadership has always been central in the development of RIEs,
but the point of departure here is that in the future the ability to lead the birth and devel-
opment of regional innovation environments will become even more important. In the
network society the nature of power and influence are changing and therefore the nature
of leadership is changing too (see Sotarauta 2001) and hence a need to understand the
dynamic nature of different innovation environments, management and leadership may
turn out to be crucial in the development of RIEs as the structures and visible elements
do not always have significant differences between regions (see Sotarauta & Bruun
2002).

Leadership and management in the creation and development of RIE differ in nature
from conventional modes of leadership developed for the corporate world, because the
means to influence are mainly indirect. In practice, influence builds on different forms
of power, but first and foremost, on interaction and social skills. In order to be able to
influence events, leaders have to act in the riptide of several different interests and aims,
and find a totally new range of means that can be applied in different events. It should
also be noted that in regional development leadership is not a straightforward question
of leaders and followers, leaders lead some issues but often they are followers in some
other, and some of the followers may in some other occasion be leaders. In this kind of
context leadership may be seen as the effect of actors on one another and it may be that
in the promotion of regional development there are several leaders having different
qualities, and at all events leadership in regional development is more or less a collabo-
rative process. No one can lead the development of regional innovation environments
alone since it is not possible to control the activities of the other actors.

All in all, in order to develop the regional innovation environment, policy-makers

and managers are required to become more skilled in managing dynamic transition and



processes, not only in administrating resources, programs and formulating development
programs. In this paper, we bring forth the need to better understand the role of man-
agement and leadership in the development of RIEs of the Information Age. Our main
emphasis is not so much to define and conceptualise management or leadership as such
but to frame the roles and ways of leading regional development. We first examine what
kind of challenges are emerging from the network society development, secondly, we
identify and elaborate key factors of regional development from the leadership and
management point of view and thirdly we raise some points of departure for understand-
ing leadership in the context of promoting regional innovation environments. We are
aware that regional innovation environments remain in the background and their basic
features are only loosely referred to, but our aim is to frame the issue of leadership for
the future and ongoing studies. In the paper some of the issues are highlighted by using
the observations of the case studies that focused on the development of regional innova-
tion environments in the Nordic Countries, mainly in Finland (See Bruun 2002a and

2002b; Linnamaa 2001; Kostiainen & Sotarauta forth.)

2 Network society is challenging the managers

As early as in the 1980s and especially in the 1990s, many prominent commentators
greatly stressed the role of regions. It became almost habitual to point out that the re-
gional level is better suited for the promotion of regional development than the state
level and that the rhetoric and practices of “Europe of Regions” became common in
many policy spheres. However, our notion of the places and regions is not based on
“border-oriented”, administrative view but on the networks and processes that “flow
through and in the city-regions”. Our rather Castellian (see Castells 1996) understand-
ing of the place, and thus of city-regions, is based on the Network Society thinking, that
stresses such issues as speed, flexibility, information, and networks, and therefore net-
work society challenges leaders engaged in regional development to learn new skills.

A central determinant of the network society is dynamics, activities and processes are
increasingly organised in networks and participation in the networks and network dy-
namics are critical sources of power. Paradoxically, at the same time, it would appear
that the sources of global competitiveness are increasingly dependent on local eco-
nomic, political and social institutions, processes and networks. A strong case indeed
has been made today for the idea that regional agglomeration is growing in importance

as a mode of economic co-ordination (Cooke & Morgan 1998). The main supporting



argument is that regional agglomeration provides that best context for an innovation-
based economy (Asheim & Isaksen 1997). In many studies, innovation is argued to be
one of the most crucial elements in the developing knowledge economy. It has led to an
increasing interest in national systems of innovation and regional innovation systems
(see e.g. Lundvall 1992; Braczyk et al. 1998; Kautonen & Sotarauta 1999.)

Achieving regional-innovation-focused competitive advantage is based upon the
ability to access and generate knowledge, and of particular importance to securing com-
petitive advantage is access to knowledge networks. It is quite generally believed that
the countries and cities that are successful in the knowledge-based, fast-evolving flows
are those who are able to keep their feelers out constantly, those who are able to adapt,
learn and innovate — who are able to constantly create knowledge in an interactive proc-
ess. This means that mainly those who have participated in the creation of information
will be capable of utilising it in time. Indeed, many commentators (e.g. Florida 1995;
Lundvall 1992; Simmie 2001a; Kostiainen & Sotarauta 2000) have studied the role of
viable cities as pools of knowledge, where business especially and other organisations
can benefit from knowledge created in the city-region and from knowledge that has
been attracted to the city-regions from various knowledge networks.

Cities are the places where knowledge as a ‘strategic resource’ is created and
achieved; throughout history, cities have indeed in one way or another been centres of
knowledge activities (e.g. in the form of universities, entrepreneurial networks, or the
knowledge centres of firms). Business performance will be enhanced by the knowledge
base of the city, its knowledge infrastructure and the institutions and conventions that
support interaction and collective learning. Cities can hence be seen as nodes and hubs
of knowledge networks, and contemporary RIE-policies often focus on rebuilding the
learning capacity in the cities; much of this relates to research and development, institu-
tional development, and inter-firm networking.

The concept of embeddedness, according to Simmie (2001b, 25), is a key feature that
distinguishes the analyses of both new industrial districts and innovative milieux from
neo-classical agglomeration theory. Granovetter, in his often quoted article of 1985, ar-
gued that, far from being a separate detached activity with its own independent forms of
behaviour, economic activity is also a social phenomenon where such social characteris-
tics of economic activity as habits, conventions and norms of behaviour may be devel-
oped by the social interactions of actors ‘embedded’ within a regional context. The sig-

nificance of the spatial context is based on the notion of the importance of trust that is



built up through repeated personal contacts. These, on the other hand, are to be facili-
tated by geographic proximity and hence the easier possibilities for multiple face-to-
face contacts. (Simmie 2001b, 25.) This also explains why companies join networks and
form alliances with the aim of developing new technology and why these networks are
quite often local by nature (Lundvall & Borras 1997, Kostiainen 1999). Firms are not
isolated innovative agents but parts of the milieu that makes them act.

To summarise, it can be simplified that individuals and firms are more and more lo-
cating themselves in those urban regions, where new knowledge is created and where
the future options seem to be. Thus the importance of regional innovation environments

(RIE) is increasing.

RIE consists of the set of political, industrial and academic institutions that, by design
or unintended consequence, work to improve the local conditions for innovation. RIE
also includes the systemic connections between the producers of knowledge (universi-
ties, research institutes, training institutions), intermediate organisations (standard-
setting bodies, local trade associations, regulatory agencies, technology transfer agen-
cies, business associations, relevant government agencies and departments, et al) and
firms (including specialised suppliers of equipment and services and customers). (Coo-
ke et al 1996.) The institutional set-up of RIEs is, on general level, based on those or-
ganizations whose mission is to create and apply new knowledge for innovation and on
interaction between those organizations. However, the regional innovation environment
consists not only from formal structures and different organizations but also of different
innovation networks between firms and support organizations and policy networks bet-
ween actors who have interests to improve the RIE.

In many cases the development of RIEs is a complex network of public and private
organisations trying to improve their competitive position by participating in the devel-
opment process. Naturally there is no central authority orchestrating this process but a
network of actors who try to steer it. The question is therefore not only about the meas-
ures and policy objectives but also about how to lead a complex, ambiguous and mud-
dled process of regional development outlined above and especially of the birth and de-

velopment of regional innovation environments?



According to Webster’s dictionary fo lead is...

e  to go before or to show the way
e to influence or to induce

e  to go head of or in advance of
e  to have the advantage over

e  toactas leader

e to go through or pass

e  toactas guide

Even though the answer provided by the dictionary gives us a point of departure, we
still face such questions as how to go before or to induce or to act as a guide if one does
not have formal power to do it? How to go ahead of, if one has a formal position but is
not respected? Consequently the basic question in this article is, what is leadership like
in regional development and giving birth to RIE?

There is definitely no lack of management models developed for the corporate world.
Numerous different models to support leadership have been developed. In studies focus-
ing on regional development and in the world of regional policy-making the signifi-
cance of leadership is not fully understood, or at least appreciated although the signifi-
cance of leadership is in a central position in the creation of new strategies and in the
implementation of new models. According to our studies regional development needs
new kinds of leaders who possess the skills required by the network society and who
have an understanding of a new kind of power. (see e.g. Sotarauta 2002; Sotarauta &
Bruun 2002.) In the knowledge-based and continuously changing world, leadership re-
quires continuous use of one’s “feelers”, in other words, probing of the reactions and
intentions of other people, continuous learning, innovating, and adapting to changing
situations. At the same time, it still has to make sure that change will not get control
over organisations and that networks will not start having a life of their own; one has to
be both dynamic and persistent simultaneously.

Next, we pay attention to the role of leadership as a way to affect the different key

factors that frame the development of RIEs.

3 A general framework for managing the development of regional innovation
environment

In all its manifestations, regional development is an extremely diverse entity, its prac-
tices are varied and institutional set-ups usually quite complex. Next, we elaborate key
factors of regional development from the leadership and management point of view by

using the framework presented in the Figure 1 (Sotarauta & Bruun 2002).



“The spirit of the time”
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FIGURE 1. Key factors in the promotion of regional development (Sotarauta et al. 2002)

3.1 The spirit of the time

The spirit of the timeEI refers to contemporary values, attitudes etc., that is, the way vari-
ous issues are generally seen and discussed in a society. It is not an exact set of details
but rather a general atmosphere that emerges from the general societal communication
that is continuously ongoing in various forums and media. The spirit of the time gives
meaning to various policies as well; often it has a decisive influence both on what poli-
cies are seen important in the society and on how they are expected to be carried out.
However, the relationship between the spirit of the time and the contemporary way of
playing the policy game is not a static relationship; there may always be a saturation
point hidden in the midst of the processes and thus the spirit of the time will change,
sooner or later.

In Jyvidskyld, Turku, Trondheim and North Denmark it has been easier to mobilize
actors to participate in collective regional development efforts when the topic has re-
flected the spirit of the time, namely, it has been discussed in the media, conferences,
literature, etc. (see Linnamaa 1999; Bruun 2002a and 2002b). Local leaders, “inspirers”,

the champions of development efforts, have been able to utilize general societal dis-

? Inspired by the Hegelian term zeitgeist, literally “time-spirit”



course in their own argumentation. The spirit of the time is one of the key resources in
launching development projects. However, if there is an uncritical outlook on the spirit
of the time, the promotion of regional development may end up being hollow develop-
ment rhetoric with some fashionable catchwords. Consequently, many actors may lose
their faith in the development process and the momentum may be lost. (Sotarauta et al
2002.)

The spirit of time acts as a valuable tool but also as a framework for leading and mo-
bilising a development process. Most good initiatives, despite all data and analysis,
must resonate with the desires and visions of the participants. These strategic visions are
based on the narratives, culture and range of concepts that operate very much within the
spirit of time. To be successful a development initiative must be within this ‘frame-
work’ in order to get support and inspire people. A good leader is able to use the spirit
of time as a tool for creating visions, shared development view, activate resources and
people and frame the process. The stories and concepts that reflect the spirit of time are
not themselves enough to produce concrete action, though.

The spirit of the time has, at least, a twofold significance for leadership; firstly it
stresses the fact that it is very difficult to promote development against the tide and thus
leaders are supposed to be able to strategically adjust to the prevailing spirit of the time,
but not uncritically. Leaders are also supposed to tell their own story and thus the spirit
of the time enhances the worth of story telling as powerful means to lead large and

complex networks.

3.2 Development view

If the spirit of the time refers to the general atmosphere, the development view refers to
the thinking patterns of individuals and groups. It may be seen to be a more or less de-
tailed system of beliefs and values. Its parts are worldview (what the world is like) and
knowledge (how knowledge of the world is acquired and justified) and values (what the
world ought to be like). The development view does not therefore refer directly to the
nature of the development as an absolute phenomenon, but it emerges from experiences,
education, expectations and communication with other actors engaged in the promotion
of regional development. The development view directs an actor’s way of comprehend-
ing the course of development, and the general forces and actors influencing this. It
leads an individual to see some things and not to see others. (Niiniluoto 1989; Sotarauta

1996) Here the spirit of the time is a general level collective phenomenon and the de-



velopment view is more a cognitive phenomenon at the level of small groups and indi-
viduals. In this sense, it can be understood as a shared belief system that for example
creates tighter communities instead of more loose issue networks in a certain policy
field.

The development view strongly influences what institutions are created and/or reor-
ganized. Even though the spirit of the time is here seen as a more general and thus
stronger force than the development view, the development view of influential actors
affects the spirit of the time as well. The dominant development view of key policy-
makers together with the spirit of the time greatly influences how the resources are di-
rected and thus also the tools made available, it also affects such issues as who are rele-
vant partners to each other, that is, how networks take shape and what kind of power
and influence leaders have.

In the creation of regional innovation environments, the development view may have
a major influence on practical work, as it guides, among other things, the directing of
resources and various networks. It may also cause tensions and even conflicts, as it is
not necessarily the same for all actors. This may cause the perceptions of the regional
development network itself and the roles of its members but also the objectives and
strategies to be very different from each other. In such a case how knowledge is ac-
quired and generated (or what is even paid attention to) may have a major influence not
only from the viewpoint of the contents of regional development policies but also from
the viewpoint of the functionality and dynamics of the development processes.

For example, in the 1990s, in the Finnish cities of Jyviskyld, Turku and Tampere, the
development view of many of the key actors has become increasingly parallel and it has
had a significant effect on the promotion of regional development; it has become more
effective and development networks have become more integrated, connected and dense
(see Linnamaa 1999; Bruun 2002a; Kostiainen & Sotarauta forth.). In one sense a cer-
tain kind of ‘community spirit’ has evolved around the issues of development. (Sota-
rauta et al 2002).

In the city-regions mentioned above, the development views and the strategic con-
sciousness of the key actors is becoming more parallel than before which has led to a
situation where it has been difficult for people to see and think differently when entering
the development discourse. Strategic consciousness may make development work more
effective, but it may also lead to a phenomenon called group think (Janitch 1982).

Group think may hinder learning and thus prevent key actors from being able to reshape



their development view. In this case, the dominant coalition does not listen to any criti-
cal arguments and does not see how changes in the environment are changing the base
of the strategies. Consequently, the dominant coalition focuses on defending selected
strategies and it may cognitively lock into the past path. DiMaggio and Powell (1991)
call this kind of situation institutional isomorphism. Drawing information, concepts,
‘best practises’, rules, norms etc. from the same resources make different and divergent
organisations behave and think in the same way.

The role of leadership and management in relation to development view is many
sided. A development view needs information, monitoring and visionary thinking which
means that there has to be a capacity to gather knowledge and transform it to the local
setting. There is also a need to develop interaction between agents and in many cases
management of interaction means acting as a gatekeeper between organisations and
people. A good leader is also capable of improving the absorptive capacity of the net-
work to learn and unlearn new ways of thinking and acting.

Both the spirit of the time and development view raises management of perceptions
crucial as actors generally have different perceptions of problems, other actors, depend-
ency relations and the benefits and drawbacks of working together. Such perceptions are
hard to change, but in joint activity they gradually reform and are reconstructed. Actors
are not even always willing or able to modify their perceptions. In such situations there
is a risk that the development process will become a “dialogue of the deaf”, with the
same arguments reiterated ritualistically with nobody willing to have his/her view put in
an unfavourable light. Management of perceptions seeks to prevent such deadlocks or to
resolve them by maintaining/creating conditions for open debate. In such discussions,
an effort should be made to accept that there is no “best” perception as such, and that for
successful cooperation the existence of differing perceptions is more use than the elimi-
nation of differences in interpretations (Termeer & Koppenjan 1997) and thus also the
development views of various actors have chances to undergo a transformation.

Management by perceptions does not therefore aim at consensus but at creating a
common base for joint decisions while accepting and respecting the positions and per-

ceptions of other actors.

3.3 Resources
Key questions in the development of regional innovation environments are: a) what

kind of resources are there in the region; b) are the regions capable of identifying re-

10



gional resources and are they capable of creating new resources and of networking to
external resources; and c¢) what is the capability of regional development network to
utilize resources?

In this context, resources are seen as inputs directed at the regional development
work. The spirit of the time usually shapes the development view that concomitantly
influences actors to see some things as resources and not see some others. Among the
most important resources in an industrialized society were raw materials, sources of en-
ergy, and logistical location. In an information society, a highly skilled labour force,
universities, and expertise are usually seen as the most important resources. On a gen-
eral level, resources can be grouped as follows.

e  Physical resources — infrastructure, location, logistical connections, etc.

o  Firms — their expertise, resources, contacts, etc.

o Human resources — highly skilled people in the firms and other organizations, research
and educational institutes, etc.

e Living environment based resources — natural environment, built environment, private
and public services, etc.

e  Financial and material resources — funds for regional development work
o  Connections — good networks, high-level social capital, etc.
(revised from Sotarauta & Lahteenmaiki 2001)

In regional development it is important to have actual resources on which to build de-
velopment strategies. At the same time, it is crucial that key actors are able to see vari-
ous things as resources and are able to utilize them. In Jyviaskyld and Turku, the key ac-
tors have been able to see and effectively utilize university education and research,
among other things, as inputs in wider development processes. (Linnamaa 1999; Bruun
2002a.)

In Finland, a common strategy for almost all the public development agencies is to
build networks for policy making. The idea is that communication and collaboration
result in better policies as well as more efficient implementation. However, those au-
thorities that themselves invest financial resources in the development processes have
had more success as network builders. The other actors perceived them as serious play-
ers. In contrast, authorities that entered network building without such investments have
faced considerable scepticism and will probably have small chances to make the most of
the network strategy. (Sotarauta et al. 2002.)

In addition to utilizing local resources the ability to locate and utilize external re-

sources is of utmost importance. Hence through skilful lobbying of external financiers
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and decision-makers and creative utilization of external funding (national, EU) it is pos-
sible to increase the resources to build on. In the economically successful cases of Fin-
land, the development network has been able to join internal and external resources to-
gether in the implementation of their own development strategy. (See Linnamaa 1999;
Bruun 2002a; Kostiainen & Sotarauta forth.)

In many cases the problem in the development of RIEs has been the inability to iden-
tify the different resources correctly, which has lead to unrealistic expectations or prob-
lems in the dynamics of the process. Especially the capabilities and motivation of dif-
ferent actors and their ability to work together has been a problem. What is important in
the process of development is not only to identify but also to mobilise different re-
sources. From the management point of view this means especially the ability to realis-

tically identify the capabilities, resources and objectives of each important organisation.

3.4 [Institutions

Case studies on the regional development networks and processes of Tampere, Jy-
vaskyld, Turku, Trondheim and North Denmark raise, in one way or another, the sig-
nificance of institutions in framing and directing development processes. This general
level observation supports the conclusions of many studies focusing on the regional
economy stressing the importance of institutions in economic success (see e.g. North
1992; Amin & Thrift 1995; Maskell 1996; Morgan 1997). For example Tampere, Turku
and Jyviéskyld can be seen as institutionally thick city-regions and they have also been
able to increase thickness in strategically important sectors through the creation of new
institutions and increasing interaction between institutions.

Drawing on Linnamaa (1999), institutions can generally be seen as a framework for
actions and choices. Therefore institutions refer to the relatively permanent modes of
operation, rules and resources and the organizational field, which gives the development
actions and various networks their basic form. In contemporary regional economy re-
search, special importance is attached to informal institutions and regularly recurring
behaviour generated by culture — habits, customs and routines. Formal institutions are
also significant for development activities. They are presented in the form of a law, stat-
ute or written contract, or are realized through some specific organization. (See e.g. Ma-
skell 1996; Morgan 1997; Klijn & Teisman 1997.)

Institutions frame the development policies and processes and give various networks

their context, which means that they on the one hand have a major directing effect on
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development activities. Therefore, consistency and clarity of the institutional set-up is
important. In a blurred and rapidly changing network society, uncertainty is not to be
increased by unconsidered institutional transformations; institutions should reduce un-
certainty, not to increase it. Institutions, however, may have either positive or negative
influence. On the one hand, they may represent continuity in a rapidly changing world
and provide actors with a clear and supportive playground. On the other hand, institu-
tions may lock regions in past development paths politically, functionally and/or cogni-
tively (see Schienstock 1999; North 1992; Hukkinen 1999) and thus the question of path
dependence and the negative effects of institutions are also realised in practical devel-
opment activities. Turku, Jyviskyld, and Tampere have consciously made efforts to free
themselves, at least in some parts, from the past path and to create a new one by creat-
ing new institutions, by seeking out new resources to build on and by creating a new
perception of the respective city-region, its current state and future prospects.

The importance of institutions is also reflected in the fact that the management of a
rapidly growing regional development network is both difficult and risky, as observed
in the Turku and Jyviskyld cases (Linnamaa 2001; Bruun 2002a). A tension exists in
the public sector’s efforts to combine the need for political support and control with its
desire to promote dynamic, competitive and economically successful new industries.
This tension needs to be addressed not only to safeguard the interests of taxpayers, but
also to ensure the long-term involvement of the city and the consistence of public poli-
cies.

One of the reasons why the development work in many city-regions has proceeded
well is the fact that in the earlier phases of development new institutions and resources
have either emerged or been designed that could be utilized later by a more systematic
strategic development approach. However, there are also examples, in Turku as well as
in Trondheim, of failed attempts and a closing-down of organisations that did not work.
The challenge lies in making these failures a strength by admitting them, and learning
from them. A learning region is a region that makes its failures a resource for the future.
(Sotarauta et al. 2002.)

From a management point of view institutions are usually a hard nut to crack. Institu-
tions are persistent by nature and therefore slow to change. Therefore in short term insti-
tutions usually frame the development work and shape the ways in which the develop-
ment process can be managed and led. The other challenge of institutions is that they are

in many cases deeply rooted in the ways of thinking, norms and values. Therefore the
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impact of institutions is often hard to recognise in the development process. This kind of
challenge can be seen especially when a new participant enters an established develop-
ment network and tries to take a leading role. The importance of elements like experi-

ence, social capital and persistence is therefore very important.

3.5 Development networks and coalition

In this paper the significance of networks has been stressed and development processes
are indeed nowadays more often than not organized in networks. Process features such
as informality, connectivity, integration and goal consistency enhance performance in
certain areas, like education, research, entrepreneurship, while at the same time being
problematic for other kinds of performances, most notably broad participation in deci-
sion-making, political legitimacy, and critical discourse. Transparency and consistency
are important process features for attracting external actors into the regional develop-
ment network. (Bruun 2002a.)

In development networks, a sense of mutual empowerment is important and there
have been conscious efforts to create and actualise this. In this endeavour it has been
essential to understand that mutual dependency should be realized - it could be simply
said that no single organization is capable of such effective development work alone as
that which can be achieved in cooperation with other development organizations. Also
the nature of network like cooperation should be understood, namely, the importance of
reciprocity, trust, solidarity and confidence ought to be accepted and internalised in or-
der to have a truly functional network. In networks shared power and leadership should
be accepted - no single development organization could easily take precedence over
others in issues of regional development (this may be possible in individual issues).
Thus power is the ability to promote shared and/or separate objectives in interaction. In
the absence of formal hierarchies and shared understandings the role of information and
leadership is stressed.

Even though the promotion of regional development is organized in networks, often
a dominant coalition assumes a central role in development activities. Logan and
Molotch (1987) have labelled these kinds of groups as growth coalitions or growth ma-
chines. We use the term ‘coalition’ when referring to these kinds of dense core group-
ings. Usually the interests that bring people together to form a coalition are based on the

pursuit of economic benefit (Harding 1997, 42.) Coalitions are not composed of all pos-
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sible interest groups relevant to the regional development, sometimes actors outside of a
coalition may question the objectives coalitions sees as self-evident.

A coalition may be a strategic node of wider development networks, an engine for
mobilizing resources and directing of development efforts. However, it may also be-
come a separate and introspective entity distinct from the development network, which
strives purely for its own benefit without paying any attention to the interests of the re-
gion and development of RIE. Coalitions may therefore be either the main source of
leadership in regional development or inward looking ”old boy” networks. If it becomes
an old boy network, discussions on development strategies may end up being the sole
property of a local elite. However, if there is not a dominant coalition in some region,
there is the danger that region becomes locked into the past path. The role and activities
of coalitions have been important in the mobilization of resources, people and in the
creation of mutual empowerment, often coalitions create many of the new initiatives in
informal forums and legitimise them in the formal forums.

In Finland pragmatism dominates regional development. This means that many proc-
esses of decision-making take place outside formal structures, and across activity do-
mains (local authorities, business, and (state) universities). Informality is one of the key
sources of dynamism and it has also provided actors with opportunities to discuss diffi-
cult matters without the fear of losing their face. In Finland, there was a clear need for a
pragmatic and more informal development mode when the recession was at its deepest
in the 1990s. It seems that also politicians were ready to delegate more power to profes-

sional development (Sotarauta et al. 2002.)

3.6 Strategic planning and programming as a tool of regional development

In order to gain complete control over development or change in a given region it would
be necessary for all actors to be of one mind with regard to issues and strategies and
their solutions. Furthermore, they would need to implement regional strategies through
their own actions. Efforts have been made to unify the actions of members of develop-
ment networks with the help of regional strategies. In other words, it is hoped that re-
gional strategies will guide a maximum number of actors either directly or indirectly.
Thus, some of the questions people engaged in regional development are interested in
are: how is it possible to be flexible and fast to react (as is nowadays often stressed) and
at the same time enable the widest possible participation in strategic planning, how is it

possible to create strategies focusing on the future needs of the region as a whole in a

15



negotiation process of compromise and conflict comprising numerous actors? Until now
the dilemma has been solved by an approach based mainly on classical strategic plan-
ning. Partnership is therefore often assumed to occur within the regional strategy.

The basic idea of regional strategies, nowadays often focusing on the development of
RIE, that the organizations operating in the region should realize shared strategies based
on a shared vision, is very tempting. It would make things more manageable. It is, how-
ever, more likely that different organizations would nevertheless seek first to realize
their own ambitions and strategies, which are usually stronger than regional strategies.
This may mean that the intended regional developmental strategies appear to be every-
body’s but belong to nobody and never become part of what the organizations are do-
ing.

With reference to the thoughts so far expressed, and raised in the case studies, it may
be stated that partnership and classical strategy do not go particularly well together. The
ideal of classical strategy does not enable us to make a long-term, enduring combination
of different action logic and the differing strategies and objectives emerging from these
and therefore strategies are to be seen more as long-term interactive processes than only
strategic plans.

Thus the assumption here is that partnership is not achieved within regional strate-
gies; partnership is achieved between strategies. If a definition of regional strategy is
sought on this basis, it may be defined to be a communicative process, in which differ-
ent aims and strategies of many actors are reconciled, various interests balanced, and
touching points and concrete means between the many objectives are constantly sought
out and coordinated. During this continuous process, the various goals and strategies of
individual organizations are made as parallel as possible by communication, negotia-
tion, strategic plans, programs, etc. (Sotarauta & Linnamaa 1998.).

This changes our understanding on regional strategies and development programmes
too, they are more many-sided tools for leaders than usually thought. Development pro-
grams are not only a formalised way to plan and implement development measures but
they can also be seen as central tools for leading and managing the development proc-
ess. Programmes are usually commonly agreed forums for exchanging information, cre-
ating and managing networks, building trust and shared vision. Development programs

have at least following functions:

- The program is a plan, in which a vision, strategies and adequate measures are pre-
sented in order to channel and direct the use of resources.
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- The program is a legitimate forum for cooperation.

- The program is a way of making sense together, to learn common language and new
concepts, to create shared lines of action and thought patterns, and way of seeing
the development and the role of various actors in it.

- The program is a means of communication, that is, messages from one group of ac-
tors to another group.

- The program is a trigger for new processes

- The program is a tool in making better sense of the ongoing open social discourse in
a region from the point of view of regional development.

- The program is a tool in concretising “noble sentiments” or turning a crisis into
something constructive.

One of the core tasks of strategic planning is the creation of common vision. The ability
to bring to fore a vision of a different future is important, as well as the ability to em-
body this vision in a functioning organization. However, it is usually created outside the
formal planning procedure but often legitimised in them. By the means of visions a suf-
ficient creative tension between present and the future has been created and thus it has
raised new discussions, made key actors interested in development efforts and also
guided them. Quite often visions created in strategic planning are so uninteresting that
they remain self-evident lists of “everything nice and beautiful”. To be truly functional
in the development networks vision should be communicable, challenging and appeal-
ing. In this sense, the planning process is a valuable tool for managing the process of

collective sense making.

3.7 Leadership and individuals

In leadership, the ability to speed up, boost, and change the course of action when the
environment changes has become crucial. Leadership and management in the promotion
of regional development differ in nature from conventional modes of leadership because
the means to influence are mainly indirect; to be able to influence events, leaders have
to act in the riptide of several different interests and aims, and find a totally new range
of means that can be applied in different events. It is also worth noting to see that de-
spite differences in power and resources the main empowerment in network manage-
ment is based on information rather than authority (Agranoff & McGuire, 1999). De-
spite numerous different models and leadership styles, the most efficient leaders trust
themselves and their own sense of assessment of the situation and use a combination of
several different models and styles. Whatever the leadership model or range of combi-
nations, the basic tasks of the managers can in most simple terms be summarized around

the following management and leadership approaches and abilities:
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e Strategic and visionary management/leadership

- The ability to define strategies and visions for the regional development together with other
actors; the ability to promote development activities persistently, consistently and compre-
hensively; the ability to create the future; the ability to bring to fore visions of different fu-
tures and the ability to transform these visions into focused strategies and action; the ability
to transform crisis situations into something constructive; the ability to launch processes
right and manage and lead them differently in different phases; the ability to find correct
timing for development work and seize the competitive advantage by being a pioneer; the
ability to bring forth big objectives so that they seem credible and attractive for the other ac-
tors, etc.

o Network management/leadership

- The ability to involve people and empower them to act as a network; the ability to make
people work to reach joint and separate goals and renew them in an ongoing process,
namely, the ability to promote interactive processes serving as an intermediary in interaction
between actors and steering activities towards seeking goals and enabling cooperation; the
ability to connect various actors to the cluster from their own starting points; the ability to
create and utilize creative tension in development work and to create the sense of drama
(presenting issues so that people become enthusiastic and excited); the ability to get short-
term success in order to sustain motivation; the ability to network competently and effi-
ciently utilize informal relations, etc.

e Resource management

- The abilities to utilize existing resources and to find new ones in the promotion of regional
development; the ability to direct resources according to regional strategies and in that way
influence the strategies and operations of various organizations; the ability to skilfully lobby
to external financiers and decision-makers and to creatively utilize of external funding; the
ability to see different things as resources in regional development and to utilize them, etc.

e Knowledge management

- The ability to create and apply new knowledge in development network; the ability to create
such an environment that supports the knowledge management of different organizations;
the ability to openly grasp to initiatives via informal decision-making channels and the abil-
ity to channel these initiatives into formal structures of decision-making; the ability to un-
derstand and mobilize image and atmosphere, etc.

e Institutional management

- The ability to create and maintain a flexible but at them same time persistent institutional
set-up that supports networking and the fluidity of development processes, that is, the ability
to create institutions that provide organizations with as good and supportive national, re-
gional and local development and innovation environment as possible.

The cases we have studied, and briefly referred to in this paper, demonstrate that all the-
se different approaches are in use in planning, steering and mobilising regional devel-
opment. In the economically successful cases, the ability of the key actors to perform
fast and proactive collective action was of great importance in guaranteeing external
(national and EU) funding and raising interest in the region and mobilizing both people
and resources. In the proactive development work, as Bruun (2002b) states, an active
campaign, where regionally well-known and respected people put their authority behind
the program, and by the ability of these people to transmit a positive and regionally an-
chored picture of the project, is one of the key factors in a dynamic promotion of re-
gional development. At the same time, as Linnamaa (2001) and Bruun (2002a) have
shown us, the ability of the network to influence policies across a broad range of sectors

is dependent on the degree to which the network managers can claim themselves to be
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spokesmen for the network. Thus a certain degree of concentration of representative au-

thority will be needed.

4 Conclusion

In the creation and development of regional innovation environments, leadership may
often remain at the level of mechanic administration with the emphasis on control,
plans, and supervision, among other things. It has rather diminished creative tension and
people’s enthusiasm than generated them. The old managerial traits are lagging behind
as the ways of influencing and organising regional development activities have moved
to a new era. It can be seen more and more clearly that in network society such abilities
as creating shared meaning, managing interaction, creating and distributing information,
activating and mobilising resources and building trust are becoming the core functions
of leadership

Even though the practise of regional development can be seen to need new ways of
leading and management there are, however, indeed great differences in development
cultures among regions. In any case, the capability to improvise is essential in relation
to a region’s established modes of action and rules, and within the setting they have cre-
ated. On the one hand, these are followed without questioning; on the other hand, modes
of action and rules are bent and tested in order to find their limits. Sometimes the limits
are broken deliberately in order to free the processes of change. The continuous stretch-
ing, testing, and breaking of institutional settings renew the leadership settings and pre-
vent excessive lock-ins into the prevailing structure and thought patterns. At the same
time it should be noted that there are no simple solutions or tricks of trade for managing
regional development, changes are needed both in the context in which the actors par-
ticipate in the development process and the capabilities of individuals.

The institutions and thought patterns of development officers should evolve so that a
mechanical planning and development culture could be left behind and regional devel-
opment policies would be able to enable and empower the activities of small groups and
individuals without loosing open and transparent critical societal discussion.

The key actors in the regional development network are supposed to include vision-
ary individuals capable of fostering consensus upon a common vision for the develop-
ment process. The key actors should also be regionally well-known and respected indi-
viduals, because the combination of enthusiasm and authority that they embody is likely

to transmit a positive and regionally anchored view of the project to the general public.
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In practice this means that, in the promotion of regional development, the organisational
institutions responsible for development work should also pay more attention in creation
of challenging working environments and recruitment of active, highly skilled and re-
spected individuals. Although we do not see leadership to be only a personal trait or
characteristic, the experience, capabilities and personal contacts etc. of individuals are
very important and at the same time rare resources in the development process.

The greatest challenge may lie in the need to balance visionary leadership and con-
centration of representative authority with openness, transparency and goal consistency
to guarantee the credibility and educational self-renewal of the development networks.
We believe that leaders can gain influence by collective sense making, i.e. looking to-
gether with other actors for the meanings of events, by creating new knowledge as well
as by recognising, renewing, and creating perceptions. Essential to this is that various
problems and challenges are looked at from many different angles and therefore living
with uncertainty and management of ambiguity are emphasised. In leadership, also the
ability to visualise thinking, to use metaphors and narratives to get the message across,
to create completely new combinations, to utilise polarities in generating creative ten-
sion, and to read signs, message and meanings become essential.

All in all, leaders and managers engaged in regional development need a many-sided
set of skills and abilities. Perhaps leadership is also better to see as teamwork, where
skills and abilities of different leaders ought to be better exploited as well as to create

opportunities for leaders to develop and invest in their own expertise.
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