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Corporate Networking for S@Pateqi: Advantage

Networking is not a new phenomenon. It has begen
discussed widely in social sciences ané Drganiéatinn Theaoary,
Development Administration, titerature under titles like inter-—
organisational co—ordination, interwmrganiﬁational linkages etc.
Such s%ﬁdies.are in the context of not-for profit organisations,
Iin recent years the importance of networking as & part of
management strategy has started r;céiving attention especially
in Europe’and North America but nuf%ing so far has been done in
developing countries.. However, the research ef}n;ts in
analysing it conceptually and empirically seem to be inadequate.
The purpose of this paper is to look at the vari;us conceptual
dimensions of corporate level networking and its applications to
gain strategic advantage}

Darparaté survival and growth have for long been
associated with corporate ability to competea successfully.
Farter (19800 developed his framework of competitor analysis
and compstitive strategy formulation based on this p;emfse.
Later (Jarillo, 1988) pointed to the need for looking at' the
collaborati@e aspects of a firm’'s strategy. By linking itself

formally or informally with various other organisations a firm

can enhance its strategic advantage.

What is networking?

Accopding to Jarillo (1788, networks .are

conceptualised as a mode of organisation that can be used by

by

1 " For the purpose of this paper we define gtrategic advantage
as an advantage in terms of an ability to identify and
exploit early and appropriately the opportunities and
threats in achieving corporate objectives.
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" managers ‘or entrepreneurs to position their firms.'in a stronger

competitive .stance.

It is widely recegnised that successful firms formulate
their strategies in  tune with changes in the . external
environment. Metworks are seen as a complexr set Df_relatianships

amang firms operating in the external environment. These are

PR

establishéd “through conscious and unconscious interaqﬁions“ with
each other. Networking is therefore found to,Q; an efficient
tool to achieve corporate objectives (Birley and Cromie, 1988;
Wiewel and Hunter, 1985). Although the importance of this
CDHCEpt was recognised only Pecenﬁly: the positive aspects of it
have been viéible in all successful enterprises. Inter-
functional networking within an arganisation has been underlined
in management literature, and it is widely éppﬂeciated that
strategic %anagement attempts to draw synergy out of it. The

novelty ~ therefore, is in terms of its applicability to inter-

organisational relationships for achieving corporate objectives.

L

Networging has both unfair and fair aspects. © There
could be instances of organisations working tcgéther to
compreﬁend the implications of new phenomenon like the
possibility of ‘Cold Fusion’. There could be also instances of
networking for pufting undue pressure on the other party to get
th;ngs- done.. Of course; where fairness ends and. uhfairness

begins 1is debatable: However, in this note we are concerned

with those aspects of networking that are within the legal
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Types of ngtworking”

Based on the naturey prncesses.in building, and purpose

of the linkage netwbrking can be clagssified into the following:

(a) Formal—-Informal Networking

Formal netwan1ng is one where networking relat1onsh1p

S
- L

y . -
is established with the enterprise’s busxness or business- related

F

parties with explicitly specified domain of mutual interests and

mEans creating and sustaining the relationship for their |

- -

. - i ] o . S ;
achievement. The interactions among the members are at regular

or irreqular intervals with pre-specified agenda..  Such networks
could be with the suppliers of materials and resources including

funds, or buyers of output. Birley's (1985) studies in St.

., » -

Joseph County' and later in Northern Ireland (with Cromie, 1988Y

show the usefulness of developing such relationships for the

-»

success of business. In informal networks the relationships are

loose, interests broad and implicit. Soccial natworks of
!

entrepreneurs are examples of these types.

It may be hypnthesised that social networking may be
more important than formal networking in " developing countries.
This statement is based on tﬁe authars field experience in India
and corroborative evidence gathered through di;cussions from some
other developing countrie;; For instance, an application 'fyq;
finance from a bank will get attention and approval faster if the

_ §p231c§?t knows a few off1c1als thetre. Most of the bureaucratic

- " "‘L ot “"!3 S '%&m»m ¥ A 1""‘“L')m v . :..r‘!r r-!s"‘ *"’E ---——"—:""*’;ﬂ -’slﬂ'a,‘j‘*‘s’lr'gf”‘""
knots may be undone, thrcugh ‘contacts’ Sometimes, a4~ known’

’

.

person’s friend may be a friend of the brother of _  the bank
manager and such contacts are explored and exploited to~ get
things done. 1t appears. that in advanced countries such contacts

T v -

may be of little importance.



Tt can also be hypothesised that! both formal ‘-and
informal networks wuuid,Feinforce each nther for enhancing the
strateqgic advantage of the firm. It is possible that formal
relationship could lead to informal contacts and networking, and
vice versa. Therefore an entreprengur may develop netwbrking

w1th a banker formally to start with, but 1nfurma1 networking may

e lﬁ‘“ - - ' 'J*fﬁ -

evolve out Df it. Slmllarly, an entrepreneur may use his

|

_informal cnntacts __to get to know of another entrepreneur as a

o S

prelude“tn establishing formal networking relationship.
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" (b) Primarx-fl'gﬁdndérz networking

R

Some networking with one’s own suppliers of all - kinds
of inputs and buyers of output is unavoidable.. Networking of

‘this nature may bhe called primary netwoPklng and is 1mpoﬂtant as

- - - LT PR ;‘ L sl %”'Gﬁ"m‘uiﬁr

it affects the very survival of business. In such situatians the

firm is networking with organisations with whom it comes in

I

contact as a part of its day to day business operations and

interactions in ‘the market place. -

There can be secondary level networking with firms with
which no direct business dealings exist. For instance, an
automobile manufacturer may establish contacts with suppliers of

1 ~

inputs such as foam and rexin for seat to his subcontractor for

complete seats. It may be done with. the strategic DbJEEthE .af
. - - B o oes a
backward integration. Or faor that matter, a company .could-

develop active contacts with research institutions to know. the

potential threats” from the’ dévelopment of ‘substitutes. -~wIgassars

S

- ’ k4 .
An entreprensur may often have secondary networking
g ° " - e - . - . 1 -

relationship with another entrepreneur both of whom have common

distributors for their products. For instance, a camera

4



manufacturer may network with manufacturers of films to derive
long term competitive advantage. Since the products in this
case have complementary deménd, such relationship can be called

complementary nétwarking.

(c) Industry — Institutional netwarking
Networking with enterprises with which business

dealings exist or/are likely to exist is grucial for the survival
and growth of business. 1t may be formal or informal and primary

or secondary networking.

Institutional networking is also unavoidable because
all businesses have to deal with governmenﬁal .and non-
governmental agencies for various purposes such- as baorrowing
funds, obtaining licences or permission and payment of taies.
Some of these networking might be developed in the process of
fulfilling statutory reguirements while the others might be

develaoped as part of survival or growth strategies of the firms.

Survival/Strategic Networking.

It is clear from the above discuszion that there can be
a variety of networks which are not mutually exclusive. The
important guestion is undar what circumstances a firm would
network and with whom. Based on its characteristics each
network can be placed on a survival-grawth network continuum ‘as
shown below. To illustrate, firms belonging to the same
industry often organise to and oppose introduction of new taxes
by the government when they feml that such taxes would affect
their survival. Such networks can be called survival networks;

these are formed generally to solve a specific problem and are

temporary in nature.
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Survival Growth

Networking Continuum

-

Strategic networks can be noticed in successful firms
which systematically plan and nurture networking relationships.
It should be noted however that in some cases the same
relationship may appear to be survival for Dné and growth network
for another. For instance, subcontracting of component
production and networking for it with the small firms can be a
definite growth strategy as is noticed in several engineering
firms. Subcontracting can be often resorted to as part of
turnaraund strateqy and networking for this pﬁrpose may be
considered as a survival network. In this case, although
temporarily the netwark is for survival, it is expected that it

would lead to long term growth ot the firm.

These networking relationships will belong to any one
of the types of relationship mentioned above. For instance,
networking with a commercial bank may be for survival purpbses at
some time, and for growth purposes at some other time. While
survival networks emerge under pressure, strategic networks are

planned, developed and nurtured carefulfy.

Dvnamics of Networking

Networking is a dynamic procéss undergoing changes
over a period of time. For instance, the nature of networking at
different stages of growth of a firm would be different. Ia.the
initial start up and survival stages when the entreprensur would
be learning and gaining confidence, it is likely that

entrepraneurs would develop strong networks with as many

environmental constituents as possible. At the growth stage,

£



entrepreneurs would be more selective in developing networks for
twWwo reasons. D?e, they would already be having the minimum
networks already strangly developed, and two, over a period they
must have grown wiser in terms of selecting what would be good
for them. One may notice more of strategic networking at this
phase. For instance, a firm which is in the household plastic
business and is planning to enter PVC pipes for agricultural
purposes would do well hy starting networks w{th the agricultural
departmenﬁ of the government, agricultural financing agencies and
big farmers. Ideally, such networking should be started when the
decision to enter this business was taken and thus make use of

the prmject implementation phase to grow it strong.

We havg yat to come across studies that have tried to
brirmg out the facilitating and.constraining factors 1aadingf to
the development or otherwise of appropriate networks. There are
a fow studies refgrred to earlier throwing light on the process

of network building.

. . IRRAR SAR LIBRAR -'
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In a dynamic environment, the strategies of a firm
cannot remain the same for ever. Broad changes in the macro
environment (technology, population, regulations) and gpecific
changes %n'the market environment (Consumers, dealers, suppliers,
competitors) will necessitate changes in the nature of
relationship a firm has with the constituent elements of the

P

environment menticned above.

Wwhen demand outstrips supply as it happens during the
growth phase of a product, networking is likely to be easy
without much effort put in. Conscious, planned networks will,

-



however, have to be developed when a product enters the maturity

phase and campetition hots up.

As part of envirchment ° scanning and network
development, entreprensurs have o watch changes in  the ;ife
cycle of the products of their suppliers. Such analysis can be
eutended to same of the government assisted programmes and people

associated with them.

-

Canclusion

o

It iz clear from the abave discussion that any
networking can Tind a place oan the survival—growth continuum,
because aof the dynamic nature of network necessitated by the
internal and external factors. This dogs not, however mean that
managers who network should behave like “fly by night’ operators.
The top managemant has to decide what type of networking is
required at any given peint in time for achisvirg the corporate
objectives and maintaining competitivensss. in the proress aof
redrawing networks, garlier existing networks should not be cut
off completely and suddenly ta antogonise the other end of fhe
netwarking., What may be reguired is the emergence of natworks as

a strategic process.

Top management has ta identify factors which snable ar
constrain development of networing. This may be internal ar
sxternal. A total environmental analysis might be found useful
in this regard. Success and sustanance of any netwarking depends

on the stylie of netwarking also..



This -paper'has attempted to conceptualise and identify
the nature and characteristics of nefworking. It has emerged
from the discussion that substantial research opportunities exist

this area.
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