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Abstract: Collaboration in interorganizational networks requires specific governance choices to align
participants with collective goals. However, these choices often fail to mitigate conflicts and may
catalyze tensions that lead to disaffiliation. This study investigates four critical tensions identified in
existing literature: (1) efficiency versus inclusion in decision-making; (2) flexibility versus stability;
(3) internal versus external legitimacy; and (4) unity versus diversity. Through a case study of a credit
union that disaffiliated from a cooperative network, we explore how these tensions manifest and their
repercussions on both the network’s functionality and the behavior of its members. Our findings
reveal that such governance tensions can be harmful both to the network and to the participating
organizations. Tensions between unity and diversity, stability and flexibility, and external and
internal legitimacy can compromise the effectiveness of the network and even hinder participating
organizations in conducting their business. In extreme situations, these tensions contribute to the
strategic decision to disaffiliate. This research extends theoretical understanding by delineating the
specific impact of governance tensions on exit decisions within interorganizational networks.

Keywords: interorganizational networks; network governance; tensions; disaffiliation from participation;
case study

1. Introduction

In the current context of rapid economic change and environmental uncertainty, orga-
nizations are increasingly recognizing the challenges of achieving their objectives indepen-
dently (van den Oord et al. 2023). The evolving market demands arising from competitive
pressures underscore the deficiencies of individual companies acting alone, necessitating
other means of acquiring essential resources (Dagnino et al. 2015). To overcome these
challenges, organizations often engage in external collaboration (Vahlne and Johanson 2021;
De Pourcq and Verleye 2022), forming interorganizational networks (i.e., Wegner et al. 2011;
Vahlne and Johanson 2021; De Pourcq and Verleye 2022) to share resources and collectively
pursue common goals (Camarinha-Matos and Molina 2010).

Since interorganizational networks promise countless benefits, past research offers
multiple explanations of network drivers, including partner geographical location, industry
traits, the charisma of key decision-makers, and firm-level uncertainties, among others
(Novoselova 2022). Much of the existing literature focuses on why connections exist
between organizations while often neglecting to explain why they dissolve. This oversight
fails to recognize the inherent fragility of networks, which are prone to disintegration
as they evolve experiencing the termination or replacement of relationships (Harini and
Thomas 2021). The vulnerability arises from the networks’ non-hierarchical structure, lack
of a single governing authority, and temporal asynchronies among members, frequently
leading to relationship tensions (Jarvenpaa and Valikangas 2022). These tensions have been
well documented in the literature for some time (i.e., Provan and Kenis 2008; Roth et al.
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2012; Schmidt et al. 2019; Fortes et al. 2023), and are known to emerge from the competing
demands of network governance. Tensions related to network governance manifest in
four ways, namely (1) efficiency versus inclusion in decision-making; (2) flexibility versus
stability; (3) internal versus external legitimacy; and (4) unity versus diversity (Provan and
Kenis 2008; Saz-Carranza and Ospina 2011). Governance tensions are pivotal in explaining
why organizations might choose to disaffiliate from interorganizational networks. However,
this phenomenon remains poorly understood, particularly in the context of cooperativism.

This study focuses on the Brazilian National Cooperative Credit System (henceforth
NCCS), a three-tiered network of credit cooperativism governed by a distinct entity estab-
lished in accordance with the Network Administration Organization (NAO) governance
mode. The first tier comprises single credit unions. The second tier is constituted of cooper-
ative centers and interorganizational networks formed by single credit unions. The third
tier consists of confederations, which are also interorganizational networks formed by coop-
erative centers with self-focused activities (Brasil 1971, 2022). Despite the cohesive structure
of the NCCS, which is currently made up of 818 single credit unions, 221 credit unions
notably remain independent from the 34 cooperative centers that comprise the system.
Single credit unions are independent organizations that are not currently affiliated with any
second- or third-tier interorganizational network. Many have previously been members of
a cooperative center (Camelo et al. 2021), suggesting potential issues with governance.

This paper examines the critical case of a credit union that opted to leave the cooper-
ative center. It addresses the following research question: How do governance tensions
impact collaboration in cooperative centers, prompting credit unions to disaffiliate from the
interorganizational networks to which they belong? The study aims to empirically identify
the governance tensions that precipitated this departure, providing valuable insights into
the dynamics that may compel organizations to exit an interorganizational network. Our
study thus responds to the call identified by van den Oord et al. (2023), which notes
that more evidence is needed to understand the variations in outcomes across different
network governance modes. Our results contribute to organizational theory by delineating
the impact of paradoxical governance tensions on disaffiliation from interorganizational
networks. Furthermore, they contribute to practice by helping network managers mitigate
tensions inherent to governance and thereby learn how to sustain collaboration.

2. Literature Review
2.1. Interorganizational Networks

Organizations invariably operate within networks, regardless of their market, size, or
configuration. Even small organizations, in which decision-making is highly centralized,
manage a range of external relationships, implying some level of network involvement
(Shipilov 2012). Nevertheless, interorganizational networks represent a more distinctly
defined phenomenon. Herein, an interorganizational network is defined as an arrangement
involving three or more autonomous organizations that coordinate their actions to achieve
collective objectives while maintaining their independence (Roth et al. 2012). Networks
thus consist of individual connections formed among organizations that maintain mul-
tiple, simultaneous relationships with various actors at any given moment (Harini and
Thomas 2021). Within an interorganizational network, each participant organization con-
tributes unique individual resources, thereby enhancing overall outcomes through synergy
(Dagnino et al. 2015). This interconnection of diverse but complementary resources is cru-
cial, as interdependence is one of the most prominent drivers in forming interorganizational
arrangements. It allows organizations to manage and leverage their interdependencies
effectively (Gulati and Gargiulo 1999).

Nooteboom et al. (1997) highlighted that, to derive the full benefits of networking,
organizations must seek partners with whom they can (1) share the costs and risks of the in-
tended collaboration, (2) enhance their resources/competencies, (3) access complementary
skills, and (4) increase competitiveness. The propensity of organizations to engage with oth-
ers sharing similar origins or domains (e.g., individual and organizational goals)—known
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as homophily—serves not only as a motivator for creating or joining an interorganizational
network but also simplifies the collaboration processes (Provan and Kenis 2008). Despite
the efforts to conduct joint activities and potentially achieve shared benefits, organizations
that operate in an interorganizational network remain free to fulfill individual strategic
objectives unilaterally (Wegner et al. 2011; Roth et al. 2012). As a result, networks often
cannot fulfill ambitions of collective benefits because of the heterogeneous expectations
and strategic agendas of the participants, including differences in time horizons of short-
versus long-term goals (Jarvenpaa and Vilikangas 2022).

2.2. The Governance of Interorganizational Networks

When organizations engage in networks, they often compromise individual freedoms
in favor of collective interests. This compromise generally only extends insofar as partic-
ipants’ individual interests can coexist with those of the network. Network governance
concerns the structures and processes used by organizations to direct, coordinate, allo-
cate resources, and oversee activities across a network to facilitate collective action and
accountability (van den Oord et al. 2023). Given the interdependence required to achieve
common objectives, the multiple relationships, and the complexity of operations, networks
exemplify a typological definition of governance (Wang and Ran 2022).

Stoker (1998) points out several basic premises underpinning the concept of network
governance: (1) organizations do not exist in isolation; they must interact and integrate with
others, contributing to collective actions; (2) organizations exchange resources to survive
and achieve their objectives, whether these are pursued individually or jointly, thereby
creating interdependencies; and (3) the dynamics of interaction and the established rules of
the game within the network are crucial for obtaining results.

Network governance entails both structural and instrumental dimensions. The struc-
tural dimension concerns the governance framework and is divided into three elements:
centralization, characterized by the hierarchical structure in place; specialization, which
dictates control over network actors and limits their actions; and formalization, charac-
terized by formally established rules, norms, and forums. The instrumental dimension
involves the practical application of the structural framework. It comprises the coordination
mechanisms, incentive systems (tangible or intangible) to shape behavior towards meeting
network goals, and the monitoring and evaluation of both the network outcomes and the
participant behavior (Roth et al. 2012).

Three ideal types of governance modes are employed by interorganizational networks:
(1) self-governed network or shared-participant mode; (2) lead organization mode; and
(3) network administrative organization (NAO) mode. Self-governed networks comprise
a simplified and decentralized governance mode in which all network members jointly
participate in decision-making. This mode requires high commitment and effort from its
participants and is typically suitable for emerging networks with few participants and
low formalization (Provan and Kenis 2008). In the lead organization governance mode,
one member takes on leadership and is responsible for governance (Provan and Kenis
2008). This is a common mode in supply chain networks, such as car manufacturers
and their suppliers. In the network administrative organization (NAO) mode, a separate
entity is created to coordinate the network’s activities and reduce opportunistic behavior
(Nooteboom et al. 1997). The NAO acts as the network’s managerial hub, potentially with its
own staff, executive body, and offices, and is responsible for maintaining network cohesion
and managing complexities associated with shared governance (Roth et al. 2012; Provan
and Kenis 2008). Strategic decisions are made by the board, while operational decisions are
made by the NAO’s managers (Saz-Carranza et al. 2016). According to a recent review by
van den Oord et al. (2023), the NAO is the most frequently examined mode in empirical
studies. This is likely because power is concentrated in the administrative entity, making it
more susceptible to experiencing tensions that could reduce network effectiveness.
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2.3. Tensions in the Governance of Interorganizational Networks

The concept of tension within the literature on interorganizational networks is multi-
faceted. Tensions are sometimes interpreted as paradoxes, as negative consequences arising
from these paradoxes, or as conflicting relationships between two or more elements (Fortes
et al. 2023). Traditionally viewed through a negative lens, these tensions can also strengthen
partnerships, enhance resource sharing, build trust, and improve regulatory frameworks
when addressed creatively (Lee 2022). The governance of interorganizational networks is
marked by at least four fundamental tensions or paradoxes: (1) efficiency versus inclusion;
(2) flexibility versus stability; (3) internal versus external legitimacy; and (4) unity versus
diversity (Provan and Kenis 2008; Saz-Carranza and Ospina 2011; Schmidt et al. 2019).

Inclusive and collective decision-making, which incorporates a broad range of partic-
ipants, tends to enhance the effectiveness of NAOs by introducing diverse perspectives
and fostering horizontal relations. The multiplicity of actors leads to more viewpoints,
interpretive tendencies, and opinions, which turns decision-making into a more democratic
and creative process (Schmidt et al. 2019). However, the complexity of governance escalates
with the number of participants, complicating decision-making processes and necessitating
significant resource allocation. This introduces a tension between the efficiency of decision-
making and the breadth of participation (Provan and Kenis 2008). Research in the retail
construction material industry by Schmidt et al. (2019) highlights two critical contingent
challenges in balancing participative inclusivity with decision-making efficiency: trust in
network management and the geographic dispersion of members. Unlike previous studies
that predominantly focus on trust among participants in interorganizational relations, this
study finds that trust in management enhances decision-making efficiency by reducing
the need for extensive inclusion. Conversely, geographic dispersion hinders inclusion by
creating barriers to member interaction in the decision-making process.

The dichotomy between network flexibility and stability presents another tension.
Stability, essential for long-term sustainability and for ensuring legitimacy, is marked by
well-structured processes and promotes trust, knowledge sharing, and interdependence
(Provan and Kenis 2008). Conversely, flexibility allows networks to quickly respond to
emerging demands. The adaptability of interorganizational networks and their potential for
rapid collective articulation are important attributes for responding to challenges promptly.
The conflict lies in the fact that, to guarantee stability, it is necessary to formalize decision-
making processes that strengthen governance, which can in itself stifle flexibility—which is
precisely the key advantage of networks over hierarchies (Provan and Kenis 2008).

For interorganizational networks to thrive, they must maintain internal legitimacy such
that members see their interests and objectives reflected in the network’s actions. It turns out
that interorganizational networks, regardless of the mode of governance adopted, also need
to guarantee competency at the network level so that internal and external expectations are
met, creating external legitimacy (Provan and Kenis 2008). Tensions between internal and
external legitimacy occur precisely when there is a perception of imbalances in the allocation
of efforts and resources (Provan and Kenis 2008). Investigating an interorganizational
network composed of partners in the supply chain of a North American car factory, Kim
and Choi (2021) identify that high integration and collaboration between participating
organizations positively impact the internal legitimacy of the network. In contrast, the
authors find that aspects of the structural dimension, such as coordination and control,
negatively impact external legitimacy. In the context of the healthcare industry, Romiti
et al. (2020) state that NAO structures tend to accommodate both internal and external
legitimacies better, reducing the potential for this tension to manifest.

Lastly, the tension between unity versus diversity within networks is critical. While
unity through integration strengthens the network (Saz-Carranza and Ospina 2011) via con-
sensus on objectives, diversity is essential for the development of new resources. Diversity
comprises the different resources and organizational and cultural characteristics of network
members, in addition to individual forms of action and organizational processes that, when
combined, can result in synergistic gains in new resources (Saz-Carranza and Ospina 2011).
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It is important to highlight that NAOs are developed to promote and guarantee unity
(Provan and Kenis 2008; Saz-Carranza and Ospina 2011). Consensus of goals is a critical
success factor in governance, since members operating in interorganizational networks
in which network-level objectives are aligned experience greater engagement (Schmidt
et al. 2019). At the same time, as the search for unity is highly relevant to the sustainability
and efficiency of the network, diversity plays a fundamental role in developing skills
and leveraging synergy (Saz-Carranza and Ospina 2011). The tension between unity and
diversity occurs when striving for unity inhibits plurality and the convergence of diverse
elements at the network level.

The four tensions presented can be revealed through discomfort or conflict between
participants, according to their priorities and individual interests. They also influence the
decision of a network member to leave or remain. Interestingly, Lee’s (2022) study reveals
how network tensions pertaining to accountability can be viewed as opportunities as well,
emphasizing that the strategic management of these tensions enhances the mission and the
accountability of the entire network.

Figure 1 displays the tensions that emerge in network governance and their impact on
the network and organizational levels, which leads to the decision of network members to
stay or disaffiliate. This study empirically explores how governance tensions affect network
cohesion and continuous collaboration.

Network Governance

E Internal
& ! | Decision-Making Lenitei:al: ' o
o S Efficiency Flexibility gitimacy Unity : Decision
Motivation g | s Vs vs. V. !
to partici 3 > External Diversi ' to stay or
participate = 1| Inclusiveness Stability Lagtimacy iversity | disaffilliate
_§ Organizational Level Network level
<
E * Interdependence * Inclusion in the Decision-making Process
< * Knowledge Sharing » Consensus of Objectives
E * Trust * Network Effectiveness
* Network Level Skills

Figure 1. Research framework. Source: The authors.

3. Method

The empirical context defined in this study refers to interorganizational networks that
face the evasion of members. Specifically, we analyze the withdrawal of a credit union from
a cooperative center (NAO) to which it was affiliated. Participation in such a cooperative
center, which aggregates several credit unions, is encouraged by the Central Bank of Brazil.
This body regulates and supervises the financial institutions under the NCCS in the country
(Central Bank of Brazil 2022). Our research aims to explain how governance tensions within
cooperative centers can lead to single credit unions opting to leave. To achieve this, we
adopt a case study approach. This method is recommended when the phenomenon under
study is a contemporary issue and the researchers have the opportunity to access contextual
data with the intention of exploring how and why changes happened (Yin 2009). The case
study method is also prevalent in existing literature examining governance tensions within
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interorganizational networks (Fortes et al. 2023). Thus, the unit of analysis in our study is
at the network level. Our focus lies on the governance of an interorganizational network
operating in the NAO mode (i.e., cooperative center) and on how emerging governance
tensions impact the decisions of network members (i.e., single credit unions) to disaffiliate.

3.1. Case Selection

The NCCS in Brazil comprises 818 single credit unions. Among them, 597 are affiliated
with one of the 34 cooperative centers, leaving 221 credit unions independent and not
affiliated with any cooperative center (Central Bank of Brazil 2022). In August 2021, Mundo
Coop magazine presented the results of a research study entitled “Systemic Integration of
Independent Credit Unions: Expectations and Challenges” (Camelo et al. 2021). The results
stem from a field study on independent credit unions, which included the participation of
58 (26%) of the 221 unaffiliated credit unions at that time. When asked about their history
of participation in a cooperative center, 31 reported having joined a cooperative center that
they later left (Camelo et al. 2021).

Our case selection criteria are as follows: (1) cooperative centers that had experienced
the disaffiliation of credit unions; (2) instances of disaffiliation that occurred within the last
12 months; (3) willingness of both the cooperative center and the credit union to participate
in the study. By following this criteria, we identified a case for empirical research, which
we describe below.

The cooperative center subject of this study is named “IntegraCoop”!. Operating
nationally, it comprises 11 credit unions whose assets exceed 1.35 billion US dollars. It
offers a variety of business support solutions to participants, such as core banking systems,
billing, payments and receipts, financial centralization, payroll services, and risk and
compliance management. The services offered by IntegraCoop support its members in
attending to more than seventy thousand customers. The credit union in this study, known
as “Aurora Union”, operates in the southern region of Brazil. It serves over seven thousand
customers and manages assets totaling more than 13.5 million US dollars. Aurora Union
offers a range of services including funding investment options, credit, and pension plans,
as well as benefits in health, education, and consumption that are subsidized through
partnerships with other organizations. Its tenure in IntegraCoop lasted approximately two
and a half years, from 2018 to early 2022, when it opted for disaffiliation.

3.2. Data Collection

Semi-structured interviews were carried out based on interview protocols specifically
developed for this research. The interview protocol (available upon request) comprised
straightforward, objective questions for all participants that facilitated conversational inter-
views, allowing interviewees to expand on their responses within the guided framework
of the inquiries (Stake 2016). The questions focused on the reasons behind the decision to
disaffiliate; however, throughout the interviews, participants were free to address issues
beyond the questions posed.

Two interview protocols were developed, tailored respectively to the informants from
the credit union, Aurora, and the cooperative center, IntegraCoop. The interview protocol
regarding Aurora Union was validated in July 2022 through its application to a similar
disaffiliation scenario that occurred in 2018. Validation involved two individuals engaged
in a separate disaffiliation process. Afterwards, a few adjustments were implemented to
refine questions and more accurately probe the constructs under study.

Ten interviews were carried out with informants of the two organizations—five from
Aurora Union and five from IntegraCoop. For Aurora, the interviewees include one board
member, three executive board representatives (one of whom had left the organization
but was authorized to participate), and one senior manager, all of whom are actively
involved in decision-making processes related to affiliation and disaffiliation, as well as
daily governance activities. For IntegraCoop, the interview subjects were three executive
board members who handle governance-related tasks, one superintendent, and one senior
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manager who works directly with representatives of the affiliated credit unions. All inter-
views were recorded via videoconferencing tools (e.g., Microsoft Teams) and transcribed
for analysis.

Table 1 categorizes the interviewees as follows: (1) ‘CO’ prefix for interviews conducted
within Aurora Union; (2) ‘CE’ prefix for interviews conducted within IntegraCoop; (3)
numbering from 01 to 05, in chronological order. Pseudonyms were assigned to participants
to improve the paper’s readability.

Table 1. Categorization of interviewees.

Organization Code Interviewee Position Recording Time Interview Date
Name Pseudonyms (mm:ss)
CcO01 Lucas Executive Board 58:00 13 July 2022
CO02 Sofia Executive Board 44:58 19 July 2022
A}Jrora Un19n . CO03 Douglas Board of Directors 39:09 20 July 2022
(single credit union)
CO 04 Ana Executive Board 38:14 21 July 2022
CO05 Julia Executive 30:32 17 October 2022
Management
CE01 Gabriel Executive 34:56 24 November 2022
Management
I CE02 Isabella Executive Board 36:14 8 December 2022
ntegraCoop (network
administrative organization) CE 03 Rafael Executive 4138 9 December 2022
Management ’
CE 04 Mariana Superintendency 28:59 20 December 2022
CE 05 Tiago Executive Board 34:53 21 December 2022

Source: The authors.

Prior to conducting interviews, a comprehensive review of 13 documents was un-
dertaken to enhance the understanding of the events under investigation (available upon
request). For Aurora Union, we accessed and analyzed documents related to the affiliation
and disaffiliation processes. These included meeting notes and materials presented at those
meetings, as well as a management adequacy plan that was submitted and approved by
the Central Bank of Brazil following the disaffiliation. Additionally, we reviewed the credit
union’s bylaws, financial statements, and management reports from before, during, and
after its involvement with the cooperative center. Regarding IntegraCoop, our analysis
included the organizational chart, management reports, and balance sheets covering the
period before, during, and after Aurora Union’s participation. We also examined the
internal regulations of IntegraCoop’s formally constituted committees and its bylaws.

3.3. Coding and Data Analysis

The analysis of the responses was methodically structured into two coding rounds
using a deductive approach, focusing on governance issues. The first coding round concen-
trated on network governance, where the categories comprised the structural (coordination,
incentives, and control) and instrumental (centralization, formalization, and specializa-
tion) dimensions. Additionally, this round examined collaboration, categorizing responses
into individual (interdependence, knowledge sharing, and trust) and collective aspects
(decision-making process inclusion, consensus of objectives, network effectiveness, network
efficiency, and network-level competencies).

After that, the second round specifically addressed tensions in the context of network
governance. This alignment supports the study’s goal to explain how governance tensions
in the context of cooperative centers may lead to disaffiliation. Responses were, therefore,
coded based on their potential link to the disaffiliation decision.

Table 2 presents a summary of the coding schema used in the analysis.
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Table 2. Coding of constructs.

Categories

First Round
Network Governance

Second Round
Tension

Illustrative Quote

Collaboration—Network Level

Decision-Making Process
Efficiency
X
Inclusiveness

There are specific forums where they [affiliated single credit unions] participate to have this type of discussion when necessary. When the
forum is more restricted, we try to represent them together with some participants. We already fill the entire gap in terms of opportunities
given to us, so we don’t have that credit union where “oh, I don’t want to participate”, there isn’t usually that much. We, depending on the
forum, go with all of them or, with some of our expectations, we try to bring the ideal representatives to each forum and decide on the
system. (Mariana, IntegraCoop)

Decision-Making Process

We have a lot of technical groups here that are used to discuss issues that arise over the course of a monthly meeting. Debate these issues

. - Efficiency that occurred since the last meeting, last month, anyway. There it is possible for credit unions, at the very least, if it is in their interest and
Collaboration—Organizational Level . . . L . -
X such, or even often provoked by IntegraCoop itself, to have an exchange of experience. This interaction is made possible and tried a lot
Inclusiveness there. And the purpose is not exactly that, but it ends up making it easier. (Rafael, IntegraCoop)

Flexibility . . . . o . .

. We see very strong governance implemented at three levels here and this, obviously, has positive issues and negative issues, right? Which
Collaboration—Network Level X . .-
s in a way somewhat hampers decisions. (Isabella, IntegraCoop)
Stability
Collaboration—Network Level Flexibility That’s also why we decided to leave, because if we saw in them “we’re going to overcome this, we're going to move the little buttons here,
o ational Level X we’re going to overcome it and you're going to be able to solve it”, then there wasn’t that interest, right? If not, we would have stayed and,
rganizational Leve Stability obviously, we would not have made this move, which was a huge drain on us, right? (Lucas, Aurora Union)

Collaboration—Organizational Level

Collaboration—Network Level

Internal Legitimacy
X
External Legitimacy

I don’t need to be inside a system to have the learning that we had. (...) I had some exchange experiences with people from the (credit
union) here who, physically, are two blocks from our credit union, and it was very positive. (Julia, Aurora Union)

The point is that our system, to gain efficiency, has now come to understand that if it doesn’t focus on major convergences, if it opens up to

. Unit try to serve everyone, it won’t end up serving anyone. So these efforts are being directed much more towards serving the majority and the
Collaboration—Network Level X - . o - - .
Diversit largest representations rather than attempting to meet specific punctuality. We are looking much more at decisions that are good for the
y system than good for individuals. (Mariana, IntegraCoop)
Unit Some single credit unions sometimes have overlapping structures, right? Sometimes there are areas that are here and there too, and then
Collaboration—Network Level X what do they do? There is always conflict, there is a lack of standards, there will always be a lack of standards. In other words, that
Diversity individual resource there ends up impacting what is centralized. (Mariana, IntegraCoop)

Source: The authors.
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4. Findings
4.1. Context

Organizations may join networks for various reasons. A cooperative center, for exam-
ple, provides a range of services to its participants, including payroll management, financial
centralization, current accounts, marketing, internal controls, and auxiliary supervision—
namely conducting audits required by regulatory bodies. Specifically, Aurora Union’s
decision to join IntegraCoop was driven by the desire for scale and agility. By transferring
several operational processes to the cooperative center, the credit union could expand the
product portfolio offered to its customers. This indicates a clear alignment between the
services provided by IntegraCoop and the expectations of Aurora Union. Additionally,
the findings reveal that incentives from the industry’s main regulatory body, the Central
Bank of Brazil, played a significant role in encouraging single credit unions to affiliate with
cooperative centers.

4.2. Governance Tensions at IntegraCoop
4.2.1. Efficiency versus Inclusiveness

The governance structures of cooperative centers are legally mandated and organized
hierarchically. As evidenced by the reviewed documents of our studied case, the board of
directors—a key administrative body outlined in the bylaws—includes a representative
from each member’s credit union, ensuring broad inclusion and representation in decision-
making. As explained by a top manager from IntegraCoop: “Our board of directors is
made up of representatives from each single organization, okay? Everyone is on the board.
There’s a representative from each credit union with a seat on the board” (Rafael).

IntegraCoop operates within the instrumental dimension to promote the greatest
possible inclusion within its governance, mainly through formalization and centralization.
It uses formally established forums, such as risk and compliance committees and business
committees, which consist of top managers from single credit unions. These committees
discuss various topics before the board of directors” meetings. Executive directors from
single credit unions are convened to discuss these topics, aiming to consolidate arguments
or even make preliminary decisions on certain issues. Although these forums have a
technical focus, they play a crucial role in shaping strategic decisions.

According to the evidence collected, the expectation is that deliberations at the board
level are to be replicated within the internal environments of credit unions. This enables
representatives who serve as board members at IntegraCoop to engage in more objective
deliberations during meetings. Interviewees highlight that this approach aims to maximize
inclusion in the decision-making process and encourage active participation. However, the
adopted governance structure is complex and requires extensive resource allocation, includ-
ing the involvement of top managers from all affiliated credit unions, which compromises
the efficiency of the decision-making process.

Furthermore, decisions that are not strategically significant, and thus do not necessitate
high-level intervention, are still escalated to the upper echelons of IntegraCoop, further
straining resources. Representatives from both IntegraCoop and Aurora Union have
expressed that, despite substantial efforts and resource allocation across various levels, the
outcomes are often unsatisfactory. This sentiment is captured by Mariana, who noted,

“[The decision-making process] does not have a rational flow. It is a construction
that you try to support, going up the forums, even going up the ladder, but
sometimes, it can reach the top regarding technical matters and be destroyed in
terms of politics. So, there is no rationality.”

Despite these challenges, the well-established forum structures are perceived as posi-
tive, as put forward by one of the representatives from Aurora Union:

“(...) there was this group of directors who (...) met at face-to-face meetings,
systematically, where all the executives were present. There was this exchange.
They also promoted monthly agendas for the financial managers. The Compliance
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committee’s agenda, where they brought this enhancement to meet such demand,
or guidance on some process. Anyway, these forums were good, they helped
with knowledge.” (Sofia)

Generally, the tension between the efficiency of the decision-making process and
the inclusion of participants manifests when the latter requires an excessive allocation of
resources, which impacts the network’s ability to make decisions efficiently. In the case
under study, the high degree of inclusion of credit union representatives is supported by
various forums and meetings, which necessitate significant resources to manage. Although
these efforts are intended to enhance interaction among participants and accelerate the
decision-making process, the final outcomes do not always mirror these intentions. This
scenario is characterized by a fundamental tension between decision-making efficiency
and participant inclusion, with a clear prioritization of inclusion at the expense of effi-
ciency. However, since Aurora appreciated inclusion, this tension alone did not prompt the
withdrawal from IntegraCoop.

4.2.2. Flexibility versus Stability

The trade-off between flexibility and stability within IntegraCoop was evident through
the responses about the network’s responsiveness to challenges. Representatives express
concerns that the existing governance structure compromised flexibility. As one executive
from the cooperative center explains: “Here we see a very strong implementation at the
three levels, and this has positive issues and negative issues, right? In a way, it somewhat
hampers decisions” (Isabella).

The most striking evidence of the trade-off focused on the decision-making process.
When asked about the network’s ability to adapt quickly in unusual situations, the answers
reveal a lack of flexibility. The governance protocol mandates strict adherence to established
procedures, even in urgent situations. This is encapsulated by the requirement to convene
extraordinary meetings of the board of directors for certain decisions, as detailed in the
following excerpt:

“You must follow the rite [protocol]. Sometimes, you can even arrange an ex-
traordinary meeting, but you must follow the procedure for some things. You
cannot decide without going through the appropriate forums. Executives must
pass some decisions; some decisions need to be passed by the board of directors;
you cannot escape that”. (Mariana)

Interviewees from Aurora Union underscore how IntegraCoop’s operational and
management processes not only created communication barriers across different levels but
also slowed down the response time to emerging issues, diminishing the network’s overall
effectiveness. The difficulty in adapting to the varied needs of the various credit unions
also suggests that the emphasis on stability stifled IntegraCoop’s flexibility. Aurora Union
respondents report numerous challenges faced in addressing their unique requirements,
contributing to a negative perception of the network’s effectiveness. The difficulty in
addressing the particularities of Aurora Union was negatively impacted by the stability-
oriented approach adopted by IntegraCoop, as reported by one of the executives from
Aurora Union:

“Due to our need to adjust processes, we here sought the headquarters with an
agenda for our needs, when possible, right? And there wasn't this space of ten
to fifteen minutes, a window: let’s talk about how the operation is going. That
never happened”. (Ana)

Overall, the collected evidence suggests that the emphasis on maintaining stability
in governance and operations directly restricts IntegraCoop’s ability to be flexible. This
rigidity in adapting to new circumstances underscores a fundamental tension between
stability and flexibility within the network. Ultimately, the persistent inability of Integra-
Coop to accommodate the unique and evolving needs of Aurora Union, exacerbated by
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a stability-focused governance structure that restricts flexibility, was a decisive factor in
Aurora Union’s decision to disaffiliate from the network.

4.2.3. Internal Legitimacy versus External Legitimacy

Evidence points to difficulties pertaining to the network’s internal legitimacy. Despite
the availability of resources and support from IntegraCoorp, some participants, such as
Aurora Union, sought assistance from other credit unions, which were perceived to be
more adept in certain matters. A top manager from the cooperative center voices this issue:

“Credit unions one and two have representatives who talk more and express
themselves better than others. And, consequently, when another credit union
wants to exchange an idea on a certain matter, it often does not look for Inte-
graCoop. It contacts that credit union directly that stood out in that committee
talking about that matter”. (Rafael)

The interviewees from Aurora Union feel that existing asymmetries negatively im-
pacted their ability to align their distinct needs with collaborative attributes at the network
level. This was particularly evident in how the apportionment of IntegraCoorp’s expenses
did not align with Aurora Union’s financial capacity, adding to the internal legitimacy
issues. Moreover, Aurora Union’s employees highlight discomfort arising from differences,
especially when it comes to directing efforts to meet the credit union’s specific needs. This
perception was not exclusive to representatives of the Aurora Union. According to the
reviewed reports on the performance of individual credit unions within the network, Inte-
graCoop representatives explicitly acknowledged the difficulties faced by Aurora Union in
acquiring competencies at the network level.

In addition, operational and management processes within IntegraCoop created com-
munication barriers, hindering timely responses to emerging situations and affecting the
network’s overall effectiveness. Aurora Union respondents report difficulties adapting to
the asymmetrical nature of IntegraCoop, which they believe detracts from the network’s
effectiveness.

The perceptions of internal legitimacy and interdependence were further complicated
by the network’s difficulty in developing new resources. An account from one of the
respondents shows that, in some situations, the services offered by IntegraCoop to its
affiliates did not meet expectations. Furthermore, there was no feeling of security regarding
the equal provision of these services. An executive board member at Aurora Union shares
his frustration:

“l asked about a demand from the Central Bank, and the person at IntegraCoop
replied: I do not know; I did not even know that this existed; it is the central
department that does it. However, the central department is not doing it. And
then I was disappointed, you know? Because I thought: damn, who can guarantee
that they are not doing it for their credit unions? So, I started to realize that there
are two standards, right?” (Lucas)

The performance was contrary to expectations, underscoring the deficiencies in In-
tegraCoop’s internal legitimacy. The services provided failed to achieve the anticipated
results for the individual credit unions. This shortfall had significant repercussions; mem-
bers began to disengage from IntegraCoop due to the unsatisfactory service delivery. As
Mariana from the cooperative center reports, “We were unable to activate our members.
Our members stopped doing business with us because they could not access the channels
due to technology difficulties. Some left.” The decline in membership of individual credit
unions was corroborated by the documents reviewed.

When directly questioned about the reasons for disaffiliation, additional insights con-
cerning internal legitimacy were uncovered. Nearly all representatives from Aurora Union
cite the high costs and lack of perceived benefits from their participation in IntegraCoop as
critical factors in their decision. These concerns about costs, combined with not achieving
anticipated results, significantly hastened Aurora Union’s exit process.
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Regarding external legitimacy, continuous efforts were evident to ensure its main-
tenance. Strengthening IntegraCoop remained a priority, with intensive work directed
toward achieving significant outcomes at the network level, as highlighted by one of the
IntegraCoop executives during the interview: “The work is hard for the cooperative center,
okay? Mainly in terms of promoting the business, right? IntegraCoop must grow; it has to
go there and run a campaign and do something, right? Raise resources and grant credit, in
short” (Rafael).

When dealing with the impacts of disaffiliation, concerns about external legitimacy
also emerge in the interviews. Representatives from Aurora Union observe that the focus
on maintaining external legitimacy often came at the expense of internal legitimacy. This
shift in focus resulted in the neglect of individual needs, as highlighted by an executive
director of the credit union: “They [IntegraCoop] do not want to know [about our context].
They only arrive with the number: you have to increase the number of customers, you have
to increase this and that. But they are not so worried about the difficulties we are having
here.” (Ana).

Based on the findings, there was a clear deficiency in internal legitimacy. Interviews
highlight that Aurora Union, among others, did not have its unique needs met, which was
further corroborated by documents showing that these needs were sometimes addressed
through resources from other credit unions not affiliated with IntegraCoop. Meanwhile,
efforts to ensure external legitimacy were relentless and effective, as demonstrated in the
annual reports. The annual reports detailed IntegraCoop’s consistent growth, including
expansion into new regions, increased service user numbers, and brand strengthening
across various sales points of the affiliated credit unions, alongside improved financial
performance. These observations confirm the persistent tension between internal and
external legitimacy in the case under study, which significantly contributed to the decision
to disaffiliate.

4.2.4. Unity versus Diversity

The first indicator of unity within IntegraCoop is the mandatory use of the brand,
as evidenced by public information on the IntegraCoop website and corroborated by
documents that mandate this branding requirement. This adherence was further confirmed
through observations of the electronic environments of individual credit unions.

Interview data shows that efforts to foster unity were mirrored internally at the
governance level. The governance framework and processes of IntegraCoop were designed
to encourage consensus among participants, which has generally been successful according
to the collected reports. Representatives from Aurora Union frequently perceived and
acknowledged this consensus, indicating its prevalence.

Further information from IntegraCoop representatives reveals that their strategy for
achieving consensus focused on aligning with the convergent characteristics of the partici-
pants, aiming to cater to the majority’s needs as a way to promote unity. This approach
consistently emphasizes the identification and support of objectives that converged across
the network, prioritizing skills and resources that benefit the collective. Nevertheless, this
pursuit of unity in objectives, particularly those that enhance network-level competencies,
faced challenges due to the diversity among the credit unions. The asymmetries not only
affected the effectiveness of the network but also brought to light varying perceptions of
interdependence among the members. The evidence suggests that while the strategies aim
to unify, the inherent differences among credit unions occasionally hindered these efforts,
impacting overall network effectiveness:

“This duality of independence they have acting alone, different from the coopera-
tive center one, is difficult to manage. Moreover, the more credit unions you have,
the more difficult this exercise is because the singularity is very strong. Their
attempt to make the local model predominate is very strong, you know? We keep
talking about the issue of goal convergence. We must converge on goals to get
where IntegraCoop wants”. (Tiago)
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Interviewees from Aurora Union point out that, during discussions with IntegraCoop,
these asymmetries challenged the network’s unity, even if the strategies implemented to
ensure that unity helped mitigate these effects. The approach to managing these asymme-
tries evolved over time. Initially, the focus was on accommodating the individual needs
and characteristics of individual credit unions, but it shifted towards enhancing overall
effectiveness and optimizing resources at the network level.

Representatives from IntegraCoop note that while efforts to promote unity have been
effective in addressing the direct impacts of asymmetries, they inadvertently limit the
benefits that diversity brings. IntegraCoop did not perceive the individual resources and
characteristics of credit unions as positive, as one executive highlighted:

“For example, Credit Union A has a business structure that will soon have the
same level as IntegraCoop’s. You often hear that they have even more knowledge
than IntegraCoop. Another Credit Union B on the subject of, for example, Com-
pliance. Soon, it will believe, or others will see, that it has another structure at the
same level or more than the one from IntegraCoop”. (Rafael)

This scenario illustrates that while attempts to ensure unity are crucial, they also
reduce the potential to leverage the diverse resources and advantages inherent in individual
credit unions. This dynamic underscores a significant tension between unity and diversity
within IntegraCoop, as the efforts to maintain cohesion sometimes overshadowed the value
brought by the unique contributions of its members. As a direct outcome of this tension,
Aurora Union chose to cease collaboration with IntegraCoop.

Our findings are summarized in Table 3, which outlines the four identified tensions
and how they manifested within the network under study. For each tension verified, the
table details its influence on the decision to leave the network.

Table 3. Synthesis of findings.

Tension

Verification Manifestation Impact

Decision-Making Efficiency

The defined processes and resources allocated to guarantee

X Verified the inclusion of participants negatively impact the efficiency Déi:gﬁ::ift
Inclusiveness of the decision-making process.
Flexibility The processes, structures, and orientation of the network’s Impacted
X Verified way of operating negatively impact its ability to adapt to disafPl)‘iliation
Stability unusual situations.
Internal Legitimacy The focus on ensuring external legitimacy limits the ability Impacted
X Verified to meet the individual needs of some participants, iy
. . . L o disaffiliation
External Legitimacy negatively impacting internal legitimacy.
Unity The guarantee of unity inhibits the capture of participants’ Impacted
X Verified individual attributes by the network, negatively disafF;ilia tion
Diversity impacting diversity.

Source: The authors.

5. Discussion

Our findings confirm the empirical presence of four governance tensions in the case
studied, consistent with previous research by Provan and Kenis (2008), Saz-Carranza and
Ospina (2011), and Schmidt et al. (2019). Notably, regarding the tension between decision-
making efficiency and participant inclusion, there was no direct evidence linking this
tension to the decision to disaffiliate. Although the excessively hierarchical process and the
need to revisit decisions caused some discomfort and potentially impacted the speed and
cost of decision-making, these factors did not significantly influence the choice to leave.

The investigation revealed that asymmetries between participating organizations
were a predominant underlying cause of the remaining tensions. The deficiencies in the
network’s effectiveness, which prevented the credit union from acquiring network-level
competencies, were primarily due to asymmetries between the participating organizations.
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Previous literature suggests that disparities in power and resources often drive organi-
zations to leave networks (Gulati and Sytch 2007; Gulati et al. 2011; Baraldi et al. 2012;
Huxham et al. 2000). At IntegraCoop, the inability to manage these asymmetries signif-
icantly exacerbated three tensions: flexibility versus stability, internal legitimacy versus
external legitimacy, and unity versus diversity. These tensions decisively influenced Aurora
Union’s determination to disaffiliate, as its individual needs frequently went unmet due to
a lack of flexibility, sometimes undermining unity and at other times internal legitimacy.

The difficulty in meeting individual needs was a significant reason for Aurora Union’s
decision to leave. Challenges in managing asymmetries exposed flaws that reduced the
network’s effectiveness, triggering tensions between unity and diversity, as well as internal
and external legitimacy, and flexibility and stability. McNamara et al. (2019) demonstrate
that the most prominent causes for the failure of collaboration in the context of interorga-
nizational networks are the low representation of some participants and the difficulty of
contextual interpretation due to cultural issues or consonance of objectives. Aurora Union
was unable to realize the expected benefits of participating in IntegraCoop, ultimately
leading to its decision to disaffiliate. This issue extended beyond IntegraCoop’s internal
environment, influencing its members to the extent that they ceased doing business with
the network.

It is discernible that the reasons for Aurora Union’s disaffiliation could have been
anticipated during its initial evaluation for affiliation with IntegraCoop. Our findings reveal
shortcomings even in the entry process, which overlooked the significance of asymmetries
among participants. Recognizing these asymmetries is crucial when selecting participants,
as they significantly impact network dynamics. While asymmetries were not directly cited
as causes for the specific tensions between unity and diversity, stability versus flexibility,
or internal and external legitimacy, IntegraCoop’s inability to manage and balance dif-
ferences among credit unions critically contributed to these tensions. In this case study,
the disparities among participants emerged as a decisive element in triggering the three
pivotal tensions.

The results of this study corroborate Schmidt et al.’s (2019) observations that ineffi-
ciencies in the decision-making process adversely affect network effectiveness. Consistent
with the critical factors they identify, both the number of members and the competencies
at the network level emerged as significant sources of tension. It is important to note,
however, that the tension between decision-making efficiency and participant inclusion,
while present, did not influence Aurora Union’s decision to disaffiliate.

Our findings regarding the tension between flexibility versus stability offer a nuanced
perspective that both differs from and complements the findings of Chen (2021). While they
highlight the positive effects of flexible governance design on enhancing network stability,
our study demonstrates that inflexible governance structures can detrimentally affect
network flexibility. A key difference in our findings is related to the impact of flexibility on
network stability. Unlike Chen (2021), who notes that increased flexibility could positively
influence stability, our study does not find evidence to support this relationship.

The results about the tension between internal and external legitimacy do not confirm
the findings of Kim and Choi (2021). Integration and collaboration between participants
are not sufficient to guarantee internal legitimacy, as the authors observe in their chosen
field. In terms of external legitimacy, our study did not detect significant influences from
structural dimensions regarding this aspect. Contrary to Romiti et al. (2020), who suggest
that the NAO governance model might effectively balance external and internal legitimacy,
such a trend was not evident in our case. The tension between these two forms of legitimacy
was pronounced and, according to our findings, significantly contributed to explaining
Aurora Union’s decision to disaffiliate from IntegraCoop.

In terms of the tension between unity versus diversity, our findings are in line with
those of Maron and Benish (2022), with both studies indicating that unity can negatively
impact diversity. Practices to enforce unity, as Saz-Carranza and Ospina (2011) propose,
may compromise network effectiveness and diminish diversity. This specific tension played
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a direct role in Aurora Union’s decision to leave the network, as IntegraCoop’s pursuit of
unity entailed a lesser prioritization of maintaining diversity within the network.

6. Conclusions

This study explores the phenomenon of an organization’s departure from an interor-
ganizational network through the lens of network governance tensions, as proposed by
Provan and Kenis (2008) and Saz-Carranza and Ospina (2011). The empirical context focuses
on a single credit union that ceased its participation in a cooperative center governed by an
NAO-type mode after approximately two years. This investigation highlights the critical
role that governance tensions play in influencing an organization’s decision to disaffiliate,
underscoring the complexities of maintaining collaboration within such networks.

From a theoretical perspective, our research enriches the existing literature on network
governance by delineating the mechanisms through which governance tensions impact
interorganizational networks and their member organizations. Our findings not only align
with but also extend previous studies by Schmidt et al. (2019), Maron and Benish (2022),
and Chen (2021), by demonstrating specific manifestations and detrimental effects of such
tensions in a novel empirical context. Most notably, our analysis explains how tensions
between flexibility and stability, external and internal legitimacy, as well as between unity
and diversity, compromise network effectiveness and impair the operational capabilities
of the involved organizations. Crucially, we establish a causal link between these three
governance tensions and organizational decisions to disaffiliate, thereby providing a pivotal
theoretical contribution that outlines the potential extremities of governance conflicts
within interorganizational networks—which had not yet been examined in extant literature
(van den Oord et al. 2023).

Concerning managerial contributions, this study offers valuable recommendations
for single credit unions either already affiliated with or considering joining a cooperative
center, as well as for the cooperative centers themselves. Single credit unions join networks
seeking various benefits, from reduced operational costs to gains in scale and in revenue.
However, for these benefits to materialize, the decision to affiliate must be approached
with caution. One pivotal lesson from this study is the critical nature of the affiliation
decision. Beyond identifying needs to be met, a credit union’s intentions for joining must
be explicitly clear. If a credit union’s goals conflict with the cooperative center’s need for
unity, as demonstrated in the case studied, it can adversely affect all members involved.

This research is subject to several limitations. First, it involves a retrospective analysis
of a specific case, which prevented real-time data collection. Our analysis relied on a
recollection of reports, documents, and interviews which are not free from biases. Second,
being a single case study limits the generalizability of the findings. Future research could
benefit from a multiple case study approach or other methodologies that allow for a broader
observation of empirical contexts. This could yield more comprehensive results or reveal
novel theoretical insights. Additionally, pre-testing research protocols with respondents
could enhance the clarity and precision of the data collected.

As suggestions for future studies, a deeper exploration into the tension between
internal and external legitimacy within networks is recommended. Although this study did
not capture all elements related to external legitimacy, further research could develop this
field more thoroughly. Additionally, investigating the interrelationships between elements
of governance tensions in interorganizational networks could provide valuable insights.
Future work might specifically focus on the interactions and potential synergies among the
elements that constitute the four identified tensions in network governance.
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