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This paper presents an analysis of the relationship between Virtual Organization 
Inheritance and Organizational Memory. It also frames the concept of process 
management as being an element of Organizational Memory under the scope of 
Collaborative Networked Organizations (CNOs). The authors argue that the 
transformations occurring in processes executed by Virtual Organizations are 
elements  of  Organizational  Memory  and  shall  be  stored  for  future  use  by  the  CNOs’  
members in order to improve their performance as time passes by. 

 
 
1.  INTRODUCTION 
 
New ways of thinking in organizations are arising and are going to the opposite side of the 
bureaucracy. Bureaucracy has dominated the organizational studies in the last century, but 
when concerning the new world scenario nowadays it is not profitable anymore (Drucker, 
2006). The organizational reconfiguration that has occurred since the beginning of the 
20th,   started   by   Taylor   and   Ford’s   ideas,   where   organizations   were   hierarchical   and  
bureaucratic, has been changed. New approaches by which organizations work embrace 
new strategies like collaborative networks, including Virtual Organizations Breeding 
Environments and Virtual Organizations (Camarinha-Matos and Afsarmanesh, 2006).   

 Despite the foundations coined in the beginning of the last century have been 
innovative for that time, they are not, only by themselves, adequate enough to the 
customers’   requirements   and   expectations   nowadays   (Friedman,   2005).   Actually,   such  
requirements and expectations have increased due to many factors. It is possible to cite 
some:   people’s   interconnectivity   (throughout   the   Internet),   the   reduction   of   customs  

09 



 
 
 
 
 
 
 
88                                                                              Innovation in Manufacturing Networks 

 

barriers, higher participation of women in the society, as well as the rising of the Eastern 
Asian economies in the commercial scenario just to mention some.  

As one alternative to face this new reality and the changes that are day by day faster 
than the day before, organizations are looking for new approaches, like working in 
strategic alliances with other organizations or in collaborative networks, as argued in 
ECOLEAD (2006). 

The discipline of Collaborative Networks has risen as the answer to coordinate, 
manage, and arrange tasks, as well as processes among all agents that are part of the value 
chain. It means that this approach involves Information and Communication Technologies 
(ICTs), processes, organizations, individuals, and the learning related to this kind of 
relationship between organizations and the market. 

The rationale behind this paper is that processes are part of the Organizational 
Memory and processes also foster organizational learning. Such learning may help to 
provide further reconfigurations in business opportunities that may be shared and used by 
all actors taking part of the Collaborative Networks. It is seen that processes in 
Collaborative Networks have not been explored so far as one element of Organizational 
Memory. Taking this idea into consideration, the paper also investigates the relationship 
between the assets that may be re-used (inherited) in alliances among organizations (see 
section 2) and the foundations related to the discipline of Organizational Memory.  

In this sense, this research was done as an exploratory and descriptive investigation. 
Despite processes management and Collaborative Networks (a branch of strategic 
alliances) be relevant topics in industry and academia (Pereira-Klen et al., 1999; 
Camarinha-Matos and Afsarmanesh, 2007), both communities do not approach in deep 
the relationship of organizational memory, inheritance, and processes management 
altogether, characterizing an exploratory investigation. On the other hand, it is descriptive 
because it identifies and describes process management in Collaborative Networks under 
the scope of Organizational Memory. 

In order to support this research, studies about strategic alliances, virtual 
organizations, organizational memory, and processes management were done. It allowed a 
conceptual analysis and the identification of relevant information to this work. 

The content of this paper is divided as follows: section 2 stresses the importance of 
alliances among organizations, mainly represented by Collaborative Networks; section 3 
presents the discussion about Virtual Organization Inheritance and Organizational 
Memory. The relationship between Organizational Memory with Process Management is 
shown in section 4; finally section 5 provides the final considerations.  
 
 
2. ALLIANCES AMONG ORGANIZATIONS 
 
According to Charim (2004), partnership shall be any agreement among organizations, 
even if it is a relationship of buying-selling. As a result, partnerships are the seeds to a 
higher interaction among organizations. Gaspareto (2003) argues that the main activities 
executed in partnerships, under a traditional view, may be represented by joint ventures, 
holdings, consortia, outsourcing and strategic alliances. 

Regarding the topic of strategic alliances, Child (2003) also argues that the term 
Strategic alliance refers to cooperation between entities in order to improve their 
objectives. Strategic alliances may range from contract-based joint ventures to less formal 
collaboration forms (Child 2003), like Collaborative Networks. 

The authors of this paper recognize that under the scope of strategic alliance is framed 
the discipline of collaborative networks. Collaborative Networks that have some kind of 
organization, like ethical code, rules, and roles, are called as Collaborative Networked 
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Organizations (CNOs) and comprise a variety of entities. Such entities may be either 
organizations or individuals (Camarinha-Matos and Afsarmanesh, 2006) and most of them 
are autonomous, geographically distributed, and heterogeneous. This heterogeneity also 
considers different environments and the culture of the involved entity (Camarinha-Matos 
and Afsarmanesh, 2007).  

In a slightly different way, when compared to other kinds of networks, the 
collaboration   process   under   the   CNOs’   scope   is   an   intention   that derives from shared 
believes. Members of a CNO may achieve common objectives that would not be feasible 
due to high costs and lack of knowledge in specific issues if they would be done by a 
single organization (Camarinha-Matos and Afsarmanesh, 2006). There are many 
manifestations of collaborative networks, for a detailed overview about this topic see 
Camarinha-Matos and Afsarmanesh (2006). 

This   paper   explores   only   the  CNOs’  manifestations   known   as  Virtual  Organizations  
Breeding Environment (VBE) and (Dynamic) Virtual Organization (VO). The former 
stands for a set of organizations that are willing to collaborate with each other and, as 
such, establishes a long-term cooperation agreement aiming the sustainability of this 
network (Camarinha-Matos and Afsarmanesh, 2006). The main objective of the VBE is to 
enable the creation of (dynamic) VOs. The latter (VO) is characterized as temporary 
alliances among organizations. These alliances are created in order to share skills or core 
competencies and resources as well as to better respond to collaboration opportunities. 
Usually VOs are supported by computer networks (Rabelo and Pereira-Klen, 2004). 

However, despite VOs increase agility, flexibility, and provide an efficient utilization 
of resources and knowledge among organizations when facing new business 
opportunities, they are not continuous. The aspect of temporary arrangements brings some 
challenges (Karvonen et al. 2004), like loss of information, loss of knowledge and other 
values (Karvonen et al. 2007). It composes the assets that can be used to create value in 
the future, not only to one specific organization, but also to all entities taking part of the 
VBE and improving its preparedness for future collaborations in the forms of VOs.  

Hence, these assets must be gathered, stored, properly handled and managed, and 
retrieved when it is necessary either by other VBE members or by other VOs. Based on 
that, VO inheritance (VO-I) has emerged as the practice for dealing with issues related to 
how the information, knowledge, devised practices, products and services may be 
managed accordingly (Loss et al., 2006). Loss et al., (2006), Karvonen (et al. 2007), and 
Picard (2007) have explored this topic. It is believed that VO-I is closely related to the 
Organizational Memory (Walsh and Ugson, 1991; Huber, 1991; Nilakanta et al., 2006), 
however the literature about VO-I have not yet explored this intersection so far. Next 
section frames the characteristics of VO-I under the scope of the Organizational Memory. 

 
 

3. VIRTUAL ORGANIZATION INHERITANCE AND 
ORGANIZATIONAL MEMORY 
 
According to Karvonen et al., (2007) and Loss et al., (2006), VO inheritance is related to 
the practice of transmitting the experience and other non-proprietary assets that were 
created in a collaboration process. Karvonen et al., (2007 p. 254) coined the term VO 
heritage to describe the contents of the VO-I.   VO   heritage   is   defined   as   “the   different  
assets  which  are  inherited  from  a  VO  to  a  VBE”. 

The rationale behind the VO-I is that after VOs accomplish their tasks, the lessons 
learned and the useful outcomes of a certain VO shall return to the VBE, so that the VO-I 
shall: i)  improve preparedness of the VBE; VOs can be created and started faster, and 
better managed as well; ii) VOs may be more effective and reliable regarding time and 
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costs, as well as ensure the quality of its products; iii) VO management efforts are reduced 
and trust relationships reinforced. It is argued therefore that VO-I  contributes  to  the  “VBE  
bag  of  assets”.  The  VBE  bag  of  assets  is  defined  as  “all  valuable  elements  that  different  
VBE Members may wish to share with others and which are available to all VBE 
members”  (ECOLEAD  2006  p.  16). 

Likewise the VBE bag of assets, the Organizational Memory (Walsh and Ungson, 
1991; Huber, 1991) seeks for keeping both tangible and intangible assets produced by 
organizations, working in strategic alliances or not. Walsh and Ungson, (1991) argue that 
Organizational  Memory   is   structured   in   five   “retention  bins”,   namely:   i)   individuals;;   ii)  
culture; iii) transformations; iv) structures; and v) ecology. Furthermore, they recognize 
that  Organizational  Memory   also   resides   in   “external  archives”.  These  external  archives  
are identified as former employees, clients, suppliers, and so forth. Consequently, both 
organizational memory and VBE bag of assets are constituted not only by human 
memory, but also by retention elements. 

Bringing these research fields together, VO-I and VBE bag of assets could be framed 
under the conceptualization of Organizational Memory. ECOLEAD (2006) elected 
different forms of assets that may be inherited by the VBE, the three main types are: i) 
financial capital; ii) intellectual capital; and iii) social capital. Under the perspective of 
Organizational Memory these forms of assets are classified as: 

Financial Capital corresponds to the retention bin called Transformations. 
Transformations   correspond   to   the   “logic   that   guides   the   transformation   of   an   input  
(whether  it  is  a  raw  material,  a  new  recruit,  or  an  insurance  claim)  into  an  output”  (Walsh 
and Ungson, 1991 p. 65). Financial Capital is seen as a Transformation because the profit 
of a certain VO was produced by processes and tasks executed by the VO members. Even 
being a tangible asset (money or equipments), common procedures or tools used to 
generate this asset shall be recorded/stored and are part of the organizational memory, but 
in an inter-organizational context. 

Intellectual Capital corresponds to both retentions bins called Individuals and 
Culture. According to ECOLEAD (2006), Intellectual Capital is split into:  

 Human Capital – it is nearby to the retention bin called Individuals that retain 
information and knowledge based on their own experiences and competences (tacit 
knowledge, skills, and so forth) and their capacity in creating new value; and  

 Structure Capital and Innovation & Learning Capital – they are related to the 
retention bin called Culture.   Culture   comprises   the   way   of   “thinking   and   feeling  
about   problems   that   is   transmitted   to   members   in   the   organization”   (Walsh   and  
Ungson, 1991 p. 63). It comprises quality standards, management systems, as well as 
the understanding of the marked conditions, business and technological solutions. 

Social Capital corresponds to the retention bin called External Archives because it 
refers to the relations and logistic channels that an organization maintains with its clients, 
suppliers or other organizations. Social Capital is also related to the retention bin called 
Structure due to the influence and the perception of the activities executed by certain 
people and the roles concerning employees, customers and other organizations.  

The retention bin called ecology is related to the physical structure (setting and design) 
and it is not covered neither by the VO-I nor by the VBE bag of assets. An illustration 
about VO-I and Organizational Memory can be visualized in XFigure 2 X. 
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Figure 1. VO-Inheritance. Source: Loss et al., (2006) 

 
As a result of this framing, VO-I can be seen under the scope of Organizational 

Memory. It also goes beyond the limits of human knowledge (tacit or explicit) as argued 
by Loss et al. (2006). VO-I is not stored in one single spot, indeed it is split over the 
members and distributed across the organizations.  

On the other hand, it is observed that neither VO-I nor Organizational Memory are 
approaching the management of processes (distributed or not) when dealing with CNOs. 
Although the research about VO-I and Organizational Memory has been intensified, 
aspects related to process management are not yet characterized. It is believed that the 
characterization of process management is an important facet that must be taken into 
consideration   because   processes   store   and   provide   vital   information   to   the   VO’s  
functioning (Pereira-Klen et al., 1999) and thus, they might be seen as one element that is 
part of the VO-I, and as a consequence, part of the Organizational Memory. 
Consequently, it is important to study the role of process management under the scope of 
CNOs as an element of Organizational Memory. Next section gives special attention to 
this issue.  

 
 

4. PROCESS MANAGEMENT 
 
In order to formulate and/or change the organizational behavior and become more 
competitive, organizations shall fulfill certain prerequisites. Some of these prerequisites 
are closely related to choices in organizational strategies, for example, working in a 
Collaborative Networked Organization-like, the evaluation about resources availability, as 
well as working either in a vertical or in a an horizontal (organized by processes) way. 

It seems that organizing duties by processes is an interesting alternative in order to 
provide some level of standard to the inputs and to the outputs in a value chain. Process 
management, when seen as a organizational methodology, gives the opportunity to 
enterprises to reach higher efficient rates than the traditional approaches when providing 
goods and services, adapting themselves to the market changes, leading to efforts 
integration, and the capacity to learn (Gonçalves, 2000). It implies to represent 
organizations as a set of processes in order to facilitate the comprehension and increasing 
business performance, customer relationships, and market share to the stakeholders. 
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Under the context of CNO, VOs may work based on processes. It means that 
organizations, being part of a certain VO, are responsible for a set of processes. In this 
way each organization plays the role of either client (receiving inputs) or supplier 
(providing outputs) for a certain process, as shown in XFigure 3X. The whole Collaboration 
Opportunity will result in a value chain producing and delivering goods or services to the 
final client. 
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Figure 2. Processes in a Virtual Organization 

 

Hence, processes (represented in XFigure 3 X by each organizationF

1
F) may be understood 

as  “any  activity  that  receives  an  input,  performs  transformations  in  order  to  add  value,  and  
produces   an   output   to   an   internal   or   external   client”   (Harrington, 1993). As such, the 
creation of concrete results will depend on resources availability and their use by the VO 
members. 

Wearing the lenses of Organizational Memory, processes and the retention bin called 
transformation are alike. Processes have embedded the knowledge and resources to 
transform an input into an output, similarly as stated by Walsh and Ungson (1991). These 
transformations are important to be remembered in the future and may be re-used by other 
VBE members in another collaboration opportunity, so that it shall constitute one more 
element of the VO Inheritance (Karvonen et al., 2007). 

It is argued that all duties in a VO could be executed as processes and thus, it is 
possible to realize how the duties are executed. As a result, process management break 
functional barriers and embrace into the VO management model the final client, goods or 
services, and the workflow executed by the VO itself.  

Once duties are split into processes, it is possible to monitor the VO members (owners 
of the processes) like  “black  boxes”  with  their  inputs  and  outputs.  The  operations  on  “how  
the   tasks   that   compose   a   process   are   executed”   may   be   inherited   by   the   VBE   and   be  
further improved or re-used.  At   the   same   time,   these   “black   boxes”   deliver   products   or  
services according to a specified criteria. 

In   order   to   measure   “how   good”   or   “how   bad”   is   the   inherited   content   (process),  
benchmarking tools and performance indicators might be used. Once a process is an 
agreed and formal procedure in the organization, it is possible to recognize its level of 
success. 
 

                                                           
1 One organization may be responsible for one or more processes. 
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5. FINAL CONSIDERATIONS 
 
This paper highlighted the relationship between Virtual Organization Inheritance (VO-I) 
and Organizational Memory and framed the process management as one element of VO-I. 
It also conceptualized the financial, intellectual, and social capitals pointed as elements of 
VO-I  by  ECOLEAD  (2006)  according  to  the  “retention  bins”  of  Organizational  Memory  
proposed by Walsh and Ungson (1991). 

As a result, one may consider the following relationship: 
 Financial Capital is related to the retention bin called Transformation; 
 Intellectual Capital is related to the retention bins called Individual and Culture; 

and 
 Social Capital is related to the retention bins called Structure and External 

Archives. 
 

The retention bin called Ecology is related to the physical structure and is not 
approached under the scope of CNOs, mainly when dealing with Virtual Organizations 
because VOs do not have a physical venue.  

Process management was framed as the retention bin called transformation due to the 
inputs are processed and returned as outputs (goods or services). It means that the 
processes are the learning instruments used to produce knowledge represented by either 
tangible or intangible assets. This knowledge may be reused in the future collaboration 
opportunities. 

Next steps include a deeper investigation of this study in order to characterize the 
retention bin transformation in a wider context. It is believed that transformation is part of 
all other retention bins and it aggregates values from all other retention bins. 
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