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Abstract: Strategic Networks (SNs) consist of dozens to hundreds of organizations that work together
to achieve common goals but remain legally independent. Because most SNs are managed by hired
professionals rather than member companies, more structured governance models are recommended
as the number of members grows. In addition, removing the network members from management
roles allows for the emergence of a conflict of interest and the problem of information asymmetry. The
purpose of this study is to propose a model for assessing the maturity level of SNs’ governance. Using
Design Science Research (DSR), a model of 34 items was developed to measure the maturity level
of SN governance and serve as a guide for analyzing this type of inter-organizational collaboration.
Using these indicators can provide opportunities for governance system improvements, resulting in
better management of SNs.
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1. Introduction

Small and medium-sized enterprises (SMEs') do not have the same capabilities as
large corporations, but collaboration can enhance their competitiveness (Wegner 2019).
Cooperation through Strategic Networks (SNs) enables SMEs to develop collective solutions
and access strategic resources, which can improve their performance (Partanen et al. 2020).
SN consist of legally independent yet interconnected firms collaborating to produce
joint outcomes (da Costa et al. 2022; Pastore et al. 2020). Nevertheless, these SNs require
management efforts and skilled professionals focused on improving business processes (da
Costa et al. 2022; Rojas-Lema et al. 2019). These professionals take charge of the network
organization’s decisions and must prioritize its interests.

Although these professionals are hired to make decisions in the best interests of net-
work members, they may also make decisions that benefit themselves, even if it goes against
the members’ interests. As a result, agency risks may affect network effectiveness and
potentially lead to network failure. Moreover, the growth of network members increases
information asymmetry and creates difficulties in keeping each member fully informed
about the network strategies and directions. Therefore, the risk of misconduct underpins
the relevance of establishing a governance system aligned with the context and character-
istics of this organizational model, reducing information asymmetry and mitigating the
emergence of conflicts of interest between managers and participants (da Costa et al. 2022;
Wegner et al. 2022a).

The governance system comprises a set of practices and rules designed to safeguard
the interests of the organization’s owners (Buertey et al. 2020). The need to implement
a governance system arises as the organization grows in size and complexity and hires
executives to manage the day-to-day operations (CVM 2019a). The governance system
is a set of procedures designed to optimize an organization’s performance by protecting
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stakeholders, fostering a trusting environment, and avoiding an imbalance in meeting the
interests of participants (CVM 2002; Crisostomo et al. 2021; GT Interagentes 2016; Pillai
and Al-Malkawi 2018). The governance system comprises four principles: disclosure,
accountability, equity, and social responsibility. In this perspective, when the managers of
the network organization render accounts and disclose information about their decisions,
they confirm or not whether they are acting in the interests of the network members.
The governance system also helps to promote better social and environmental practices
(Gregory et al. 2014; Knoepfel 2004). Organizations that adopt good environmental, social,
and governance practices can reap several benefits, including increased profitability and
competitive advantage (World Economic Forum 2020). So, the corporate governance system
can indicate the quality of management and an organization’s risk level across various
legal configurations (Almeida 2011; Boyko and Derun 2016; La Porta et al. 2002; Lima 2013;
Lima et al. 2017; Punsuvo 2006; Shleifer and Vishny 1997).

Strategic Networks are not legally obligated to implement a governance system since
they are not traditional corporations (Provan and Kenis 2008) and use to operate as busi-
ness associations, cooperatives, or non-profit organizations (Wegner 2019). However, as
they become more complex and involve dozens or even hundreds of independent firms,
governance may help them prevent conflicts or failure. Moreover, SNS and their members
have a significant economic impact in several countries. In Germany, for instance, are
approximately 310 SNs involving 230,000 SMEs (Mittelstandsverbund 2023). More than
500 SNs operate in different business sectors in Brazil (Monticelli and Wegner 2022; Wegner
et al. 2017), and 350 SNs that comprise 220,000 SMEs operate in Spain (Anceco 2023). Such
numbers and the unique characteristics of SNs underscore the importance of developing
tools to analyze the maturity of SNs” governance and how they can improve it.

Thus, this study proposes a model for assessing the maturity level of SNs” governance.
Therefore, this research developed a model for determining the governance maturity of
SNs, which makes it possible to offer recommendations for its improvement. Such a tool
intends to increase transparency regarding the management and sustainability of SNs
while mitigating the problems of information asymmetry and conflicts of interest among
stakeholders. Furthermore, the proposal to assess the level of governance of SNs based on
their characteristics makes a valuable contribution to SNs” management research.

2. Literature Review
2.1. Characteristics of SNs

SNs are collaborative agreements that have been the subject of research and organiza-
tional practices since the 1990s (Oliver and Ebers 1998; Wegner 2019). They enable firms
to address environmental challenges such as rapid technological changes, demand uncer-
tainty, and product obsolescence (Mueller 2021). SNs refer to a group of interconnected
firms that collaborate while maintaining their legal independence (Provan and Kenis 2008;
Wegner 2019). Participating companies may require knowledge, skills, or experience to
compete effectively. Through collaboration, they can access the complementary resources
of other organizations (Lahiri et al. 2021). SNs differ significantly from Strategic Alliances
(Gulati 1998) and Joint Ventures. First, they are legally structured as cooperatives and
business associations and follow the principle of “one member, one vote” (Wegner et al.
2016). Second, network members can leave the SN whenever they want, and new members
may join the SNs if they comply with a set of guidelines (Wegner et al. 2022b).

This study focuses on SNs composed of small and medium-sized enterprises (SMEs).
These SN are long-term collaborative arrangements that establish a collective purpose
and a management style to achieve common goals and generate competitive advantages
for their members (Jarillo 1993; Provan and Kenis 2008; Verschoore et al. 2015). SNs are
an organizational form distinct from traditional businesses. Their management includes
characteristics that distinguish them from the model of a company that operates indepen-
dently, necessitating specific management functions and practices (Verschoore et al. 2015).
Members maintain their legal independence, participate in decision-making, and share the
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benefits and gains from collective efforts with other members. For example, Redemac is a
Brazilian SN composed of more than one hundred SMEs in the building materials sector.
ToyPlanet is an SN formed by 220 toy stores in Spain, and Intersport is made up of more
than 1500 sporting goods retailers in Germany.

SNs’ members carry out joint actions and exchange resources to achieve mutually
beneficial objectives. They employ traditional management processes such as planning,
organizing, and directing and develop long-term strategies and objectives. Management
is carried out by a Network Administrative Organization (NAO), responsible for making
strategic decisions for the SN (Provan and Kenis 2008; Wegner 2019). The NAO is man-
aged by contracted professionals, with separate control and ownership of resources. The
separation of ownership and control creates a problem of information asymmetry and the
possibility of a conflict of interest between managers and network members (Akerlof 1970;
Arrow 1978; Macagnan 2009; Tahir et al. 2021).

Information asymmetry can result in opportunistic managerial behavior, which im-
pacts the organization’s performance and results (Pahi and Yadav 2019; Priyanath and
Buthsala 2017; Williamson 1985). In other words, managers, who possess company infor-
mation, may make decisions for their benefit at the cost of network members’ interests
(Jensen and Meckling 1976; Eisenhardt 1989). As a result, SNs tend to implement a gover-
nance system as they grow in size and complexity (Wegner 2019) to reduce information
asymmetry and mitigate conflicts of interest between management and ownership (IBGC
2014; Bilyay-Erdogan 2022). Although members are represented on boards, committees,
and councils, a small group of executives may significantly influence decisions and direct
the SN on behalf of others. Therefore, it is essential to structure a governance system to
ensure that the SNs’ objectives are met while minimizing the risks for participants.

2.2. Corporative Governance

The governance system minimizes conflicts that arise from the division of ownership
and divergent interests among various partners and managers. Companies that adhere to
standards of corporate governance are more likely to gain investor confidence and support
for business development (Cadbury 1992). In the aftermath of financial scandals at large
American corporations such as Enron, WorldCom, and Arthur Andersen, the market’s
vulnerability to fraud became clear, leading to a confidence crisis (Carioca et al. 2010).
Therefore, the Sarbanes-Oxley Act was enacted in July 2002, and it is mandatory for all
publicly traded companies operating in the US capital market. This law aims to ensure
transparency and veracity of information presented by companies to restore the capital
market’s credibility (Engel et al. 2007).

Corporate governance, as defined by the Organization for Economic Cooperation and
Development (OECD), refers to a set of formal and informal regulations that companies
in both the public and private sectors must adhere to. According to the Securities and
Exchange Commission (CVM), corporate governance refers to a set of practices to enhance
a company’s performance by safeguarding stakeholders” interests, including investors,
employees, and creditors, and facilitating access to capital. Companies that implement a
comprehensive governance system that covers all their investors tend to be more valuable
in the market. This is because investors perceive that all will equally share the return
on investment (CVM 2019a). In addition, the corporate governance system is based on
principles that enhance the efficiency of capital markets and increase confidence in boards
of directors and financial reports (Cadbury 1992).

The OECD published the first version of the “OECD Principles on Corporate Gov-
ernance” in 1999, intending to establish a set of corporate governance standards and
guidelines for publicly traded companies. These principles have since then become a global
reference for policymakers, investors, companies, and other stakeholders (Bosakova et al.
2019; OECD 2004). This document was updated in 2004, and covers six major themes
(Abu-Tapanjeh 2009; Bosakova et al. 2019; OECD 2004): (i) ensuring a corporate governance
structure through a legal, regulatory, and institutional basis that promotes confidence to
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market participants; (ii) the corporate governance structure must ensure that shareholders’
property rights are protected, so that they can be confident that the capital they invest
will not be misused or misappropriated by corporate executives; (iii) the corporate gover-
nance structure must treat all shareholders equally, according to their category, ensuring
equal treatment of shareholders; (iv) the governance structure should encourage active
cooperation, safeguard the rights of stakeholders, and recognize rights that are legally
enshrined or established; (v) the corporate governance structure must ensure the disclosure
of relevant information related to the financial situation, performance, and equity interests;
and (vi) responsibilities of the board of directors.

The Brazilian Code of Corporate Governance establishes four principles of corporate
governance that support the governance structure in organizations and contribute to the
reduction in conflicts of interest (GT Interagentes 2016), namely: (i) transparency, which
consists of the desire to make information available to all interested parties, not just those
mandated by laws or regulations; (ii) equity, which is characterized by fair and equitable
treatment to all partners; (iii) accountability, which focuses on accountability to all partners;
and (iv) corporate responsibility, which means that governance agents must ensure the
organization’s economic and financial viability and sustainability (GT Interagentes 2016).

To ensure the long-term viability of organizations in Brazil, CVM Resolution No. 59
of 2021 has amended CVM Instruction No. 480 and CVM Instruction No. 481, both of
which were issued in 2009. This Resolution addresses the need for companies to adapt
their systems and routines to report information on environmental, social, and corporate
governance (ESG) topics. Adopting good environmental, social, and governance practices
began with the publication of the report ‘Who Cares Wins’ by the World Bank in collabora-
tion with the United Nations (UN) Global Compact and financial institutions from nine
countries (Knoepfel 2004). The concept of Environmental, Social, and Governance (ESG)
was introduced in this report, arguing that organizations that adopt better environmental,
social, and governance practices will be more profitable and have a competitive advantage
over their competitors (World Economic Forum 2020).

According to CVM (2019a), the pillars of corporate governance serve as best practices
and can be used by any organization, regardless of size, legal structure, or type of control. It
should be noted, however, that privately held companies face distinct challenges compared
to publicly traded companies whose shares are traded on the stock exchange (IBGC 2014).
Therefore, while governance is not mandatory for SNs, they have the option to implement
such a governance system to safeguard the interests of their members and enhance their
reputation and social responsibility through ethical and sustainable practices. Table 1
presents a summary of the governance principles that have been identified in the literature.

Table 1. Summary of governance principles.

Principle Description References
Establishes that the corporate governance structure must ég;;apan]eh (2009); Bosakova et al.
Transparency ensure the. d1sFlosgre of relevant information ?egardmg Cadbury (1992); Cheung et al. (2010); GT
the financial situation and performance to all interested .
rties, not just those mandated by laws or regulations Interagentes (2016);
parties, " OECD (2004).
All partners/shareholders and other stakeholders must
be treated fairly and equally by the corporate Abu-Tapanjeh (2009);
governance structure, with their rights, duties, needs, Bosakova et al. (2019);
Equity interests, and expectations safeguarded. In addition, the =~ Cadbury (1992);
organization should ensure that its partners and GT Interagentes (2016);
shareholders have the right to participate in and OECD (2004).

influence the decisions made by the organization.
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Table 1. Cont.

Principle Description References
Govgrr'lance ager'lts, represe'nted by parm?rs, Abu-Tapanjeh (2009);
administrators, fiscal councilors, and auditors, must . .
account for their actions and accept full responsibilit Bosdkovd et al. (2019);
Accountability p P Y Cadbury (1992);

for any consequences resulting from their actions and
omissions. They should act with diligence and
responsibility within the scope of their roles.

GT Interagentes (2016);
OECD (2004).

Corporate Responsibility

Governance agents must ensure the organization’s
economic and financial viability and sustainability while
also reducing negative externalities and increasing
positive ones. They should also consider the positive
impacts of the organization’s activities, products, and
services in the short, medium, and long term.

Abu-Tapanjeh (2009);
Bosakova et al. (2019);
Cadbury (1992);

GT Interagentes (2016);
OECD (2004).

Source: Developed by the authors (2023).

3. Method

This research aims to develop a model for assessing the governance maturity of SNs
comprised of small and medium-sized firms and provide recommendations for improving
it. We used the Design Science Research (DSR) method to achieve this objective. The
method allows for creating and evaluating artifacts that transform theoretical knowledge
into organizational tools, methods, or processes (Dresch et al. 2015). The general stages of
Design Science Research were completed to create an artifact to assess the maturity of SNs’
governance, as shown in Figure 1.

The study began by identifying the problem to be solved concerning the need to
enhance the transparency and sustainability of SNs, reduce information asymmetry, and
mitigate conflicts of interest among stakeholders. First, we interviewed four executives
from SNs and entities to identify the extent to which the problem is relevant for their SNs.
These interviews were conducted from 1 September to 15 September 2021, to understand
whether the lack of a governance system poses a problem for SNs. All interviewees reported
that transparency and sustainability are significant issues for SNs as they contribute to their
effectiveness, attract new members, and ensure long-term sustainability.

During the problem identification and awareness stages, we reviewed the literature
to search for solutions, artifacts, or models that could help identify treatment options
(Dresch et al. 2015). The Systematic Literature Review followed the recommendations of
Dresch et al. (2015) and included searches in both scientific databases and grey literature.
We searched in Scopus and Web of Science for articles related to “business networks”,
“strategic networks”, “small-firm networks”, and “governance.” We selected articles pub-
lished in peer-reviewed journals, in the fields of Business, Management, and Accounting,
both in English and Portuguese. Regarding Corporate Governance, we searched for re-
ports, white papers, and documents that have been published by international entities,
organizations, and associations (e.g., OECD). The literature review identified the German
Network Governance Code (Braun 2012; Deutscher Franchiseverband 2010). This Code
does not describe an ideal management model but recommends minimum governance
standards, classified as best practices (Braun 2012; Deutscher Franchiseverband 2010).
Nevertheless, the Code can serve as the foundation for professional and successful SN
management, and its implementation can help cooperative organizations succeed (Braun
2012; Deutscher Franchiseverband 2010).
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Figure 1. Stages of Design Science Research. Source: Dresch et al. (2015, p. 134).

The next step referred to proposing the first version of the artifact. The following
factors were considered in the creation of the first version: (i) presentation of the four
fundamental pillars of governance and the items for each principle, considering the German
Network Governance Code’s minimum standards of governance; (ii) level attendance and
request for evidence; and (iii) development of a summary for quick identification of the SN,
respondent, and consolidation of the evaluation of each principle. A chart was created to
illustrate the SN governance maturity.

Under the utility guidance, artifacts are evaluated for their applicability and gener-
alizability (Deng and Ji 2018). Three Brazilian SNs from the construction materials retail
sector were invited to participate in the final testing stage. Table 2 displays the information
regarding the SNs and managers who participated in the testing stage.

Table 2. General characteristics of the SNs and managers who participated in validating the tool.

Operation Number of Manager
SN! Existence Time pere . . Code ! Manager Role  Participation Time
Region Associated Firms .
in the SN
Sao 18 member firms
A 22 years Paulo—Brazil and 33 stores GO01 SN Manager 4 years
Rio Grande do 78 member firms
B 22 years Sul—Brazil and 108 stores G02 CEO 6 years
9 Brazilian 16 member firms
C 20 years states and 17 stores G03 SN Manager 10 years

! To maintain their anonymity, SNs and participants were coded.

The SN managers were accompanied as they used the tool and reported the evidence to
support their answers. Throughout the research, three versions of the artifact were created:
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version zero (v0), version one (v1), and version two (v2). The next session describes the
steps followed to produce the artifact.

4. Artifact Development

The Design Science Research method proposed by Dresch et al. (2015) was used to
develop an artifact for measuring the governance maturity of SNs. First, raising aware-
ness and identifying the problem required gathering information from SNs’ executives.
Based on the interviews and the literature review, we identified that the recommendations
for implementing a governance system target large corporations and privately held or-
ganizations of various types (CVM 2019b). Thus, to construct the artifact, we followed
the CVM'’s fundamental governance pillars of transparency, equity, accountability, and
corporate responsibility (GT Interagentes 2016).

The concepts of the fundamental pillars were supplemented by elements of the Ger-
man Network Governance Code (Deutscher Franchiseverband 2010). This Code provides
recommendations that aim to build trust within and outside the organization while en-
couraging accountability and engagement among SN members. The Code recommends
compliance with minimum standards in corporate strategy, partner management, and
regulations to promote greater transparency and professional management beyond what is
legally required.

After analyzing the fundamental pillars of governance and the minimum standards
outlined by the German Network Governance Code (Deutscher Franchiseverband 2010),
and conducting interviews with four managers and executives from SNs and entities,
a list of items for evaluation was created, leading to the development of the initial version
(vO) of the artifact. This preliminary version of the artifact was presented to experts in
online meetings lasting 40 to 60 min. These experts have over five years of experience in
organizational management consulting and SNs management.

After these meetings, version zero (v0) of the artifact was emailed to each expert so
that they could contribute to identifying new items and improving the wording of the items
already listed. The experts’ suggestions were compiled, and the updated version of the
artifact (v1) has been shared with the group. As the experts identified new suggestions
for changes, they were recorded and contributed to creating a new version of the artifact,
version two (v2). For example, CVM Resolution No. 59, issued on 22 December 2021,
recommends including items related to environmental, social, and corporate governance
(ESG). These items were added to version two (v2) of the artifact. Finally, version two
(v2) was returned to the experts for review, and they approved it without any changes.
Appendix A shows the full version of the proposed artifact.

According to experts’” assessment, data collection for measuring governance maturity
using the artifact should be undertaken through auditing rather than self-application.
Furthermore, the respondent should provide evidence to support their answers.

After validating version two (v2), we concluded that the design and development
stages of the model had been completed. All expert contributions were consolidated and
included in this final version. The model’s initial version (v0) consisted of 23 items designed
to evaluate the governance of social networks (SNs). The final version includes 34 items
related to environmental, social, and corporate governance (ESG). Each item is scored on a
zero-to-three-point scale, with the respondent indicating the level of compliance in their
SN (Table 3) and providing corresponding evidence to support the selected level.

Table 3. Maturity level measurement scale.

Scale Performance Score
Fully complies 3
Complies 2
Partially complies 1
Does not comply 0
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In addition to the 34 indicators, the model was built with maturity levels to assess the
maturity level of strategic SN governance.

4.1. Governance Maturity Levels

Five levels of compliance were considered to evaluate the maturity of SNs’ governance
(Table 4). SNs whose answers to the 34 evaluation items reach up to 20% of the maximum
score are considered to have the lowest maturity level (Level 0—which we call Immature).
At the other end of the spectrum, SNs whose responses exceed 80% of the maximum score
have achieved the highest level of maturity (Level 4—Mature).

Table 4. Parameters for determining maturity level.

Level Percentage Description
Congratulations, the SN structured its governance system and adopted good
Level 4 governance practices. These practices are based on the fundamental governance
Mature >80% to 100% pillars and are applied within the context of SNs. Governance contributes to
aligning the interests of all parties involved and promotes transparency in
activities, with the ultimate goal of preserving the long-term value of the network.
The SN adopts good governance practices in a relatively structured manner. There
Level 3 ~60% to 80% is an opportunity to consolidate and improve the use of good practices while
Founded ’ ’ considering the SN’s context. Please note the specific dimensions that require
further improvement.
The SN adopts some good governance practices, but there is room for
Level 2 o o improvement. There is an opportunity to develop and standardize governance
>40% to 60% . . . . . .
Regular practices across various pillars. The SN should analyze which pillars can provide
the most value in the current context and for its current needs.
The SN has incipient levels of good governance practices. There is an opportunity
Level 1 to formalize and institutionalize the adoption of good governance practices, and it
Incipient >20% to 40% is essential to consider the SN’s current context. The institutionalization of
P governance practices in the SN may provide greater transparency to members,
restrict managers” autonomy, and professionalize management.
The SN does not adopt good governance practices. The SN should begin to reflect
on the importance of governance practices, considering the SN structure and
Level 0 o o characteristics. Governance helps to ensure transparency, protect members’
0% to 20% . , . .
Immature interests, and preserve the SN’s long-term value. The pillars considered are the

foundation for governance practices and can be implemented by any organization,
regardless of its size, legal structure, or type of control.

The maximum number of points that can be achieved in measuring the maturity level
of an SN is 102 (there are 34 evaluation items, each with a maximum score of 3 points). The
total score achieved by the SN is then divided by the maximum possible score to determine
the SN'’s percentage. Table 5 provides an example of the assessment.

The SN scored 72 points, representing 71% of the maximum possible score. Hence, the
maturity level of this SN is defined as “level 3”, with a percentage range of over 60% to 80%.
Therefore, the answers to the 34 items, organized into five pillars, and shown in Table 5,
indicate the level of governance maturity described in Table 4, along with its respective
characteristics. Finally, we present the results in a figure highlighting the scores obtained in
each pillar and the overall maturity of SN’s governance (see Appendix B).
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Table 5. Example of governance maturity level measurement.

Number Maximum Score
Basic Pillars + ESG . Obtained in the
of Items Score Possible
Assessment
Transparency 6 18 12
Equity 6 18 18
Accountability 6 18 12
Corporate Responsibility 6 18 18
ESG 10 30 12
Total 34 102 points 72 points
100% 71%

4.2. Testing the Model and Data Generated in the Testing Stage

We tested the model on three SNs. The executive managers of these SNs participated in
60-min online meetings. We asked the interviewee to evaluate each item of the governance
model and provide supporting evidence for their answers. As shown in Table 6, the scores
obtained by the three SNs are detailed below, considering the fundamental pillars and ESG
presented in the proposed artifact.

Table 6. The maximum score of each fundamental pillar + ESG and score obtained by the three SNs.

Basic Pillars + Number of Items Maximum Score Strategic Score Strategic Score Strategic
ESG Possible Score Network A Network B Network C
Transparency 6 18 14 10 9
Equity 6 18 15 13 11
Accountability 6 18 12 10 8
Corporate
Responsibility 6 18 12 12 ?
ESG 10 30 6 8 4
Total 34 102 59 53 41
Percentage 100% 58% 52% 40%
Maturity level Level 2 Regular Level 2—Regular ~ Level 1—Incipient

The overall percentage of SNs A and B was 58% and 52%, respectively, resulting
in a Level 2 governance maturity. There is an opportunity for these SNs to broaden the
adoption of good governance practices. However, it is important for these SNs to consider
their management context. The governance maturity of SN C is at level 1, with an overall
achievement percentage of 40%. This SN needs to improve almost all aspects of governance
pillars to effectively manage the SN.

A final evaluation was sent to these managers after the online meetings. This evalua-
tion consisted of four questions with a scale ranging from “Totally disagree” to “Totally
agree”: (1) In your opinion, do the statements used in the interview accurately reflect the
reality and context of SNs? (2) In your opinion, do the statements used in the interview
measure items that comply with the reality of your SN? (3) In your opinion, does the tool
allow for assessing the governance of your SN and does it help identify opportunities for
improvement? (4) Does the tool accurately measure your SN’s governance level?

The three respondents reported a good perception of the tool as they answered “I
agree” to questions 1 and 2. Regarding question 3, which aimed to identify the practical
use of the artifact, two respondents indicated “I agree,” and one respondent indicated “I
totally agree.” Furthermore, Question 4, which aimed to evaluate whether the tool offers
a clearer view of the SN’s governance level, received two “I agree” responses and one “I
neither agree nor disagree” response. The results make us confident that the tool provides
a valid and relevant measure for the maturity level of SNs.
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5. Conclusions

This research aimed to develop a model for assessing the maturity level of governance
in SNs. To achieve this objective, we analyzed principles and best practices of governance,
establishing a relationship between fundamental governance principles and their maturity
levels concerning the context and characteristics of SNs. Additionally, after analyzing
the current state of SNs’ governance and their pursuit of development and membership
growth, we identified the necessity of enhancing their transparency and sustainability.

We followed the Design Science Research method to develop a tool that allows for
assessing the governance maturity of SNs and provides suggestions for enhancement. The
first step involved raising awareness, identifying the problem, reviewing the literature, and
designing the model. We then produced the artifact by combining the CVM’s fundamental
governance pillars (GT Interagentes 2016) with the German Code of Network Governance
(Deutscher Franchiseverband 2010).

The evidence obtained during the artifact’s testing phase demonstrated that the pro-
posed model preserved the SNs’ characteristics and context. As a result, SNs can use the
governance maturity model to mitigate information asymmetry and potential conflicts
of interest that may arise between various stakeholders, particularly network members
and SN management. However, the requirements for managing and controlling SNs differ
from those for managing capital market-oriented companies (Deutscher Franchiseverband
2010). The final model required adjustments to accommodate the unique characteristics
of SNs. Therefore, the findings of our study cannot be generalized. Still, other types of
inter-organizational networks can use the proposed artifact with slight modifications.

5.1. Theoretical and Managerial Contributions

The study offers theoretical and practical contributions. While previous research has
focused on understanding how SN governance and management contribute to results,
development, and innovation (Klein et al. 2022; Provan and Kenis 2008; Wang and Ran 2022;
Wegner et al. 2022a, 2022b; Wegner and Verschoore 2022), this study followed a prescriptive
approach by proposing a model that allows measuring the maturity of SNs” governance.

Adopting good governance practices aligns the interests of organizations, enhances
management quality, and mitigates management issues and conflicts that may arise between
network members and SN management. The artifact connects the topics of governance and
SNs. SN federations can use it to understand the maturity level of their members, while
individual SNs can use it to showcase their governance maturity and attract new members.
This tool should be used under the supervision of external evaluators to prevent biased
responses. Conducting an audit requires a significant amount of time and investment.
However, gathering data and evidence through auditing enhances the research process and
enables the researcher to engage with the studied field.

5.2. Limitations and Suggestions for Future Studies

This study, like all others, has limitations. The main limitation is the scope of the
validation tests we conducted, as only managers of SNs in the construction materials
sector were included in the research. Future studies could test the artifact with managers
from various market segments, enabling its application in SNs across different industries.
Moreover, future studies that utilize the artifact can analyze how good governance practices
influence SNs’ performance and sustainability. Finally, another research opportunity
involves conducting studies on environmental, social, and governance (ESG) topics in
SNs and how their development impacts members’ satisfaction and intention to remain
connected to the SN over time.

Author Contributions: Conceptualization, M.W., D.W. and C.B.M.; methodology, M.W. and D.W.;
investigation, M.W.; resources, D.W.; writing—original draft preparation, M.W.; writing—review and
editing, D.W. and C.B.M.; supervision, D.W. and C.B.M.; project administration, M.W. All authors
have read and agreed to the published version of the manuscript.
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Appendix A. The Full Version of the Proposed Artifact

Fundamental Pillars of
Governance and Themes
(ESG)

Final Artifact

Based on

Transparency

(1) Despite the need for SN management transparency,
managers recognize the importance of data protection
and privacy and implement procedures to comply with
the General Personal Data Protection Law (LGPD), Law
No. 13,709.

Deutscher Franchiseverband (2010);
Return of the experts (2021).

(2) SN Management—Formal disclosure of information
related to SN management processes, rules,
responsibilities, and attributions.

Deutscher Franchiseverband (2010)

(3) SN Management—The members are aware of the
requirements, criteria, and skills for selecting SN
management members, which are decisive.

Deutscher Franchiseverband (2010)

(4) Conflict resolution—SN members are constantly
updated on any conflicts of interest arising in the SN
and how these conflicts were resolved.

Deutscher Franchiseverband (2010)

(5) SN Management—Membership—As part of
pre-contractual clarification, SN management
contributes to information transparency and entry and
exit conditions for potential SN members. It allows
potential SN participants to gain insight into the SN’s
economic situation.

Deutscher Franchiseverband (2010)

(6) SN Management—Information transparency from
the SN to external stakeholders—SN management
provides information to various external stakeholders
relevant to their cooperation with the SN.

Deutscher Franchiseverband (2010);
GT Interagentes (2016)

Equity

(1) SN Management—Assembly and dialogue with
members on the SN’s situation and development—The
SN'’s general meeting provides an open dialogue about
the SN’s situation and development between members
and the SN administration.

Deutscher Franchiseverband (2010);
GT Interagentes (2016)

(2) SN Management—Elections of members of the Board
of Directors and Fiscal Council—Members are aware of
and have access to information about the criteria and
requirements for participating in elections as members
of the Board of Directors and Fiscal Council, allowing it
to ensure equal rights to all members under the same
conditions.

Deutscher Franchiseverband (2010);
GT Interagentes (2016)
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Fundamental Pillars of

Governance and Themes Final Artifact Based on
(ESG)
(3) SN Management—Communication that allows for
.dlalogue and ahgnment of activities with memb.ers. Deutscher Franchiseverband (2010);
interests—There is an open channel of communication GT Interagentes (2016)
that allows for dialogue between SN management and &
members to align SN activities with members’ interests.
(4) SN Mana'gement'—Comphance with the SN Bylaws Deutscher Franchiseverband (2010);
and Regulations by its managers and members—They GT Interagentes (2016)
adhere to the SN Bylaws and Regulations. &
(5) SN Management—SN Committees: Other
committees are formed to meet the mutual needs of
part1c1pa.t10n and information, 51.1ch as .vxforkmg Broups o cher Franchiseverband (2010);
or experience exchange groups, in addition to the
. . . GT Interagentes (2016)
control committees (board of directors, supervisory
board) and advisory committees (advisory board that
advises management).
. .\ Deutscher Franchiseverband (2010);
(6) SN Management—Member entry and exit conditions GT Interagentes (2016)
(1) Trust and responsibility—The SNs” management
presents and provides transparency of the records of its
acts perfor.med t.o the board of directors and supervisory Deutscher Franchiseverband (2010);
board, or, in their absence, to the members, as these
. GT Interagentes (2016)
actions are necessary to create the necessary
environment of mutual trust, while always adhering to
the duty of confidentiality regarding information.
(2) Risk management and information . - Deutscher Franchiseverband (2010);
transparency—SN management acts with diligence
. - GT Interagentes (2016)
(commitment) and accountability.
(3) Risk Management—Risk assessment and
. management. A Risk Committee or Responsible Group  Deutscher Franchiseverband (2010);
Accountability

meets regularly to analyze and manage risks, allowing
the SN to monitor its effectiveness.

GT Interagentes (2016)

(4) SN Management—Accountability of the Fiscal
Council and Board of Directors—A fiscal council and
board of directors accounts for its management acts and
the exercise of its attributions regularly.

Deutscher Franchiseverband (2010);
GT Interagentes (2016)

(5) SN Management—Internal audit—The Fiscal Council
performs the internal audit, and council members have
the technical conditions for this attribution and sharing
reports generated with SN management.

Deutscher Franchiseverband (2010);
GT Interagentes (2016)

(6) SN Management—External Audit—An independent
external audit is hired, and the general meeting
determines the audit’s remuneration.

Deutscher Franchiseverband (2010);
GT Interagentes (2016)
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Fundamental Pillars of
Governance and Themes
(ESG)

Final Artifact

Based on

Corporate Responsibility

(1) SN planning and sustainability—SN management
promotes value-aligned management and long-term
strategic vision by reflecting on the cycles of growth,
maturity, and reorientation of its activities.

Deutscher Franchiseverband (2010);
GT Interagentes (2016)

(2) More collaborative and future-oriented SN
leadership—Decision-Making Process—The SN
management decision-making process is formalized and
organized so that the SN can block decisions that meet
individual interests but not common interests.

Deutscher Franchiseverband (2010);
GT Interagentes (2016)

(3) SN Planning and Longevity—Strategic plan
development—SN management develops a strategic
plan, which is discussed with the fiscal council and
board of directors, establishing guidelines and strategic
objectives. These objectives are monitored and disclosed,
and, if necessary, action plans to improve results are
prepared.

Deutscher Franchiseverband (2010);
GT Interagentes (2016)

(4) SN succession planning—The cooperation SN has
succession planning in place for the board of directors
and the presidency, which includes the identification of
potential successors as well as the management transfer
process.

Deutscher Franchiseverband (2010);
GT Interagentes (2016)

(5) SN Succession Planning—Creating a plan to deal
with the departure of Board and Chair members.

Deutscher Franchiseverband (2010);
GT Interagentes (2016)

(6) Conflict resolution—In businesses, conflicts of
interest are resolved through hierarchical structures,
whereas in SN, conflicts are resolved through
participatory processes. Internal conflict resolution
procedures may be outlined in the SN’s Bylaws.

GT Interagentes (2016)

Environmental, social, and
corporate governance
(ESG) matters

(1) Opportunities related to the ESG theme—The SN
considers the objectives and actions to be carried out
concerning environmental, social, and corporate
governance (ESG) themes in its strategic planning.

CVM (2021)

(2) The SN creates a report or document that contains
information about environmental, social, and corporate
governance (ESG) topics.

CVM (2021)

(3) Disclosure—The SN discloses social, environmental,
and corporate governance (ESG) information in an
annual report or another specific document for this
purpose and indicates where this document or
information can be found on the institutional website.

CVM (2021)

(4) Environmental practices—SN members use
renewable energy (e.g., solar panels).

CVM (2021)

(5) Environmental practices—The SN has a code of
conduct or policy for working with suppliers (who use
organic inputs or even those with environmental
certifications).

CVM (2021)

(6) Environmental Practices—The chain has a policy of
conduct or negotiation with suppliers who provide
reverse logistics of products (e.g., collection of used light
bulbs, batteries, and packaging).

CVM (2021)
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Table A0. Cont.

Fundamental Pillars of
Governance and Themes
(ESG)

Final Artifact

Based on

(7) Social—Does the SN have a mission statement and
strategic guidelines? If this is the case, it should
accurately represent the SN’s performance and explicitly
seeks to benefit society.

CVM (2021)

(8) Social—Training and Development (T&D) for SN
directors and employees—The cooperation SN invests in
training and development for its directors, president,
and employees.

CVM (2021); GT Interagentes (2016)

(9) Social—Diversity—The SN has a specific policy or
goals for gender, color, or racial diversity among its
management bodies (board of directors, the presidency,
and members of the management and supervisory
boards).

CVM (2021)

(10) Governance—The SN has established
communication channels through which critical issues
in ESG matters and practices can be brought to the
attention of the presidency or the board of directors, as
applicable.

CVM (2021)

GENERAL INFORMATION

STRATEGIC NETWORK
FOUNDATION

NUMBER OF MEMBERS
BUSINESS SECTOR

MAIN PRODUCTS
RESPONDENT'S POSITION

Appendix B. Example of Artifact’s Outcome

MATURITY LEVEL

ABC Network

01 January 2010

45

Construction Materials
Construction Materials
Executive Manager

GENERAL LEVEL OF MATURITY - LEVEL 2 [REGULAR]

40%

0%

PILLARS

Transparency

Equity

Accountability
Corporare Responsibility
ESG

60%

B80%

100%
53%

MATURITY LEVEL
Level 3
* Level 4
Level 3
+ Levell
+ Levell

Level 4 - Mature
Level 3 - Founded
Level 2 - Regular
Level 1 - Incipient
Level 0 - Immature

The SN adopts some good governance
practices but there is room for improvement.
There is an opportunity to develop and
standardize more governance practices in
different pillars. The SN should analyze which
pillars can add more value to its current

needs and context.
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Notes

! According to the European Commission (2023), medium-sized firms are defined as those with up to 250 employees or up to

GBP 50 million in annual revenue. In emerging countries such as Brazil, medium-sized firms are defined as those with up to
99 employees (commerce) or 499 employees (industry)—(BNDES 2023).
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