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ABSTRACT 

SMEs (Small and Medium Sized Enterprises) are known as the backbone of an economy and 

they serve in the regional development of a country through the employment opportunities it 

generates. They differ from the large companies in terms of size, resources (financial, human 

etc.) and also the role of the entrepreneur where in an SME the entrepreneur is the owner as 

well as the manager.  Talking about the similarity with large companies, networking also holds 

an utmost importance to an SME (Small and Medium Sized Enterprise). Networking is one of 

an important activity of a firm in order to deal with the competitive business market. SMEs 

having features of less resources require networking in order to be able to have their business 

running. But as there are differences in SMEs and large companies, there also holds differences 

in how these companies perceive networking and the benefits they want to acquire through it. 

 

In this paper we study on the factors responsible to motivate or initiate networking activities in 

SMEs. From our study on these factors we found factors such as, Resource dependency theory, 

Inter-organizational learning through networks, culture‟s influence on networking etc.  With 

these factors affecting networking, we wanted to find if these were the motives behind 

networking activities by SMEs. Our empirical study was conducted within the SMEs situated in 

the Umea region.  

In this research we used an inductive point of application and the qualitative strategy in order to 

know the reasons behind SMEs steps towards networking. The data we have used in this thesis 

consist of both primary and secondary sources. Then after, we gathered the information through 

face-to-face interview with the owners and the responsible person of respective company. These 

persons have a good insight into the company‟s networking activities as well as its factors.    It is 

finding out the factors responsible to initiate networking specifically among SMEs.  

We found that the degree of influence of  factors vary from SMEs to SMEs, depending upon the 

nature of SMEs, entrepreneurs, network actors and so on. Therefore, some factors have high 

influence and some factors have low or even neutral influences as well.  

Keywords: SMEs, Networking, Resource Dependency, Internationalization, Culture, Board of 

Directors, Political organization, Inter-organizational learning 
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   CHAPTER ONE 

INTRODUCTION 

 

In this chapter, we give a general background to the research project. By presenting the general 

background of the research, research questions are generated which are linked with our purpose 

of conducting our study. With it follows the discussion on the research scope of our study, and 

then stating the limitations of the study. Similarly, we go on to define some terms or core 

concepts within the research, which are often used in the study. Finally, we present the 

arrangement of the thesis under the topic “Disposition”.    

1.1.Background  

 

In the world where companies are busy to introduce new products and services of competition in 

order to lead the market, winning over customers isn‟t easy. Similarly, there also exist various 

opportunities whereby an entrepreneurs‟ job is to take the opportunities and act on it (Bergh, 

2009, p.8). Opportunities for an entrepreneur could be the introduction of new goods or services 

in the market through new means or ideas (Eckhardt & Shane, 2003, p.336). Similarly, 

opportunities could also be to indulge in activities that are new to the firm. It becomes very 

important for small firms to be able to identify these opportunities as they come by in order to 

grow in the business (Hoang and Antoncic, 2003, p.175). One of the ways an entrepreneur can 

access these opportunities is through networking. Networking refers to relationships of an 

organization with other organizations within a region or outside the region (Perez & Sanchez, 

2002, p.263). As networking is important to any other organization, it also holds the similar 

importance to Small and Medium Sized Enterprises (SMEs). Networking assists in identifying 

various opportunities because it gives information to the firm about identifying and knowing 

these opportunities and also utilizing them. One of the main benefits provided by networking, 

specifically in case of SMEs is the access to scarce resources that they might lack which could be 

either financial, human or know-how. 

Talking about Small and Medium Sized Enterprises (SMEs), they have been defined as 

companies that generally have an employment to the limit of 500 employees (Muller, 2001, p.2). 

According to the revised definition by European Commission in 2003, firms having employees 

less than 250 and have an annual turnover of 50 million Euros are called SMEs (Tahir and 

Mehmood, 2010, p.7).  

SMEs have proven to be one of a great source of creating employment in Western countries. For 

instance, 122 million people are provided employment by the 20.5 million enterprises in the 

European Economic Area (EEA) and Switzerland; and more than 95% of these enterprises are 

either small or medium sized enterprises (Lukacs, 2005, p.4). In between 1995 and 1999, 2.3 

million People were employed by the new ventures in United Kingdom (U.K.) and most of these 

ventures included the small and medium firms (Kirby &Watson, 2003, p.1).  

As far as SMEs of Sweden is concerned, it has an approximation of 58 SMES per 1000 

inhabitants which is above the EU-27 average of ca 40(European commission report/SME fact 

sheet Sweden). This data is enough to prove that Swedish SMEs are occupying a big economy 
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and play a crucial role in order to enhance the economic development of country. More 

specifically, they are promoting the innovation and entrepreneurship which finally assists to the 

productivity of SMEs.  

In SMEs, the role of the owner and manager is played by a single person, who is responsible for 

everything, ranging from exploiting the opportunities to making it work (Bergh, 2009, p.8).  

Networking skills play an important role in the case of SMEs as it builds the entrepreneurial 

knowledge which means the ability to see opportunities (Politis, 2005).  

Networking plays a crucial role in an organization as it is a great source of opportunities to an 

organization. Relationships and trusts play an important role in business which refers to a 

company‟s network. In general, a concept of networks and networking becomes the means of 

exploring how entrepreneurs “do business” (O‟Donnell, 2004, p. 206). However, it is important 

to note that networking is an activity that varies according to the individual owner-manager and 

furthermore, according to the person with whom the interaction takes places (O‟Donnell, 2004, 

p. 207).  

Today, every company has their aim towards building or increasing their network in the 

domestic as well as the international level. Similarly, maintaining business networks have been 

focused a lot these days as it is regarded as a great source of innovativeness within a firm (Porter 

and Ketels, 2003). Maintaining networks includes network with customers, suppliers, entities 

like banks and even competitors, as networking is also a source competitive advantage to an 

organization (Farinda et al., 2009, p.151).  Similarly, Small and Medium Enterprises (SMEs) are 

also highly influenced by networking. There are various benefits of networking to SMEs in 

various ways ranging from the accessibility to information and resources (which SMEs generally 

lack) to the utilization of know-how among the members in the network.  

Seeing the benefits provided by networking, there exist different motives for an entrepreneur 

while entering into a network. These motives define the level of networking the entrepreneur is 

willing to maintain. An entrepreneur could be intensely involved in networking activities with 

the existing customers with a hope to do more business with the customer or that the customer is 

able to bring in more customers to the firm (O‟Donnell, 2004, p. 215). Similarly, the 

entrepreneur could think of strengthening ties or relationships with competitors in order to 

encourage a new collaboration; which depicts that entrepreneurs involve in marketing according 

to their situation, either could be gain more resources or grow in the market (O‟Donnell, 2004, p. 

2015). (Cooke & Wills, 1999, p.228) in their study found that Irish SMEs showed more interest 

towards having formal networks with SMEs outside Ireland rather than within the country. They 

(Cooke & Wills, 1999,) found that SMEs (Irish) were tending to have informal networking with 

other SMEs within Ireland as maintaining it would be of less cost to the SMEs. This example of 

Irish firms show that SMEs could have different motives from networking and it could also 

depend on the type of networking (formal or informal).   

Given the background on our study, we have tried to generate the research problem in the next 

section. 
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1.2. Research Problem:  

SMEs differ in various ways compared to large companies. In contrast to the large organizations, 

SMEs have distinct features like the role or behavior of the entrepreneur as owner/manager; 

other characteristics of SMEs includes size of the firm being small, less capital within the firm, 

lack of specialists and resources (Gilmore et al., 2001, p.6). With these different features, it is 

inevitable that conditions preferring to large companies could not be the same in case of SMEs. 

For instance, the marketing activities performed in large companies could totally differ or be 

inapplicable when such activities are performed in small companies. This means that networking 

activities also differs between large companies and SMEs. 

There are various theories and models that have derived motives for businesses in involving in a 

network.  This includes theories such as resource Dependency theory or the business networking 

model. With the view that there exists difference in the features of large companies and SMEs, 

there is a truth that the factors initiating networking in large companies differ from that of small 

companies. Due to the differences in size and range of activities, they could have differences in 

the factors that make them to conduct networking activities. But can these theories on large 

companies be generalized in case of SMEs is the question or the problem we will solve through 

our study.  

1.3.Research Question 

 

Based on presentation of background, we have formulated following research question. There is 

one key question: 

Theoretical Question 

RQ1-What are the motives or the factors that influence the networking activities in SMEs 

with other SMEs in context of Umea, Sweden? 

1.4. Purpose of the research 

The purpose of our research is to study about the motivations that influence the networking 

activities between SMEs in context of Sweden. We want to find out what benefits do the SMEs 

want to access through a network with other SMEs. There are various researches done on the 

benefits provided by networking in business which prove to be the initiators of networking. With 

this purpose we want to go through various theoretical approaches on networking, and study 

about the factors that leads SMEs to participate in a network with other firms. Similarly, as per 

the problem defined above, we also want to see if the theories or approaches on networking 

address the large enterprises only or they can be generalized in case of SMEs as well. 

Therefore, the key objectives of our study are as follows: 

 To study about the factors that motivates SMEs to enter in a network.   

 To see if networking theories, that are generally derived keeping large companies in 

mind, are applicable in case of SMEs. 
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1.5.Limitations  

As similar to any other study, our research is not away from limitations. In this research, when 

referring to limitations we will highlight variables that will limit the research of our thesis. The 

limitations are as follows: 

 

 The thesis will discuss on the factors responsible to initiate networking activities among 

SMEs that are working with the Umea University. 

  We will not focus on how these factors can be generated.    

 There are various factors that motivate or influence networking activities, but in our study 

we have just taken eight factors. 

 Our area of study is focused particularly in Umea, Sweden. 

 

 

1.6. Definition of concepts 

 

In order to simplify the readers, we are giving preliminary definition of some terms which will 

also be discussed in the chapter 3 and 4. Our effort here is to give the readers the concept of the 

terms according to the sense they are employed in the research.   

1.6.1. SMEs: 

Small and Medium Sized Enterprises are companies that have a low in size and turnover in 

comparison to the large companies. European Commission in 2003 have defined SMEs as firms 

having employees less than 250 and having an annual turnover of 50 million Euros are called 

SMEs (Lukacs, 2005, p.2). In our study, SMEs represent organizations that possess the features 

of less capital, lack of resources, lack of labor capital and is owned by an entrepreneur who plays 

the role of owner and manager of the enterprise (Gilmore et al., 2001, p.6)  

1.6.2. Networking:  

 

Networking is defined as an organization‟s relationship with other organizations that are either 

domestically or internationally situated (Perez & Sanchez, 2002, p.263). In this study, we refer 

networking as any activity that involves building or strengthening relationships with actors that 

influence the firm, which includes customers, suppliers and even competitors.  

SMEs, Networking, Resource Dependency, Internationalization, Culture, Board of Directors, 

Political organization, Inter-organizational learning 

 

1.6.3. Internationalisation: internationalization is a process by which firms both increase their 

awareness of the direct and indirect influence of international transactions of their future 

and establish and conduct transactions with other countries. Beamish (1990:77) 
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1.6.4. Factors of Motivation:  

 

By this term, we mean the various factors that influence SMEs to participate in a network with 

other firms. For example: Lack of resources, for learning purpose etc.  

 

1.7.Disposition 

 

CHAPTER II (Research Methodology): Here, we begin with defining the research 

philosophies and then moving with the research strategy and design we have used in conducting 

the study. We then present the research strategy followed by the data collection method we have 

used in the survey. 

CHAPTER III (Theoretical Framework): In this chapter we will present the literature review 

that will generate the theoretical framework. Here we will try to go through the various previous 

and existing theories on our topic of study.  

CHAPTER IV (Empirical Findings): This chapter will focus on the empirical findings (data 

collected from the interviews conducted). In we are trying to see if the  

CHAPTER V (Analysis and Discussions): Analysis and discussions of the empirical findings 

will be done in this chapter, which would also involve taking the previous chapters into account. 

CHAPTER VI (Conclusions and Recommendations): Based on the analysis and discussions 

made in the previous chapter comparisons will be done with the research problem, question and 

objectives generated in the first chapter. Finally, conclusions will be made.  
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CHAPTER TWO 

RESEARCH METHODOLOGY 

 

This chapter provides the reader with necessary information concerning us, the authors, in order 

to facilitate the understanding of our reasoning. Certain methodological choices that we have 

made will also be explained in addition to an account of how we have chosen to approach the 

problem.  

2.1. Choice of Subject 

Before writing our Master‟s thesis we both felt that we must write thesis on that area which is 

interesting to both of us. Being the students at Umea School of Business (USBE) under the 

Business Development and Internationalization as a main core subject, we thought to choose a 

common interest that is, networking. So far during our course module (third and fourth) we 

decided to write in networking activities since we both believe that we lack a deeper knowledge 

and understanding of the networking aspects that deals with SMEs. Therefore, we are very eager 

to acquire more knowledge regarding the factors that influence networking activities within the 

SMEs in Umea, Sweden.  

 

 Preconceptions: 

In this section our preconceptions will be presented briefly as it becomes important to notice 

about how our preconceptions may have affected our thesis. It is equally important to know 

about our preconceptions to the reader so that they can understand our intention of doing thesis at 

USBE.  We have both selected to read entrepreneurship as a core subject in order to gain deeper 

knowledge within the area of interest. Our studies in business administration have mostly 

concerned with international business and Multinational companies, this results to know the 

situation of these area only rather than Small and Medium Enterprises. Due to this fact our 

theoretical preconception towards smaller companies is relatively limited. None of us have 

enough experience about the factors influencing networking activities of SMEs. This area is new 

for us and unfamiliar to both of us. Thus, we are interested in working within the networking 

activities after obtaining our degree.  

 

2.2. Research philosophy:  

 

In this section we will present the different research philosophies. In doing so, an attempt will be 

made in identifying the philosophy of the research. Similarly, assumptions responsible for 

choosing such philosophy in the research will also be in the attempts of identifying.  By initially 

acquiring an understanding for the different research philosophies it will make easier to 

understand the choice of research approach and research strategy later. In order to correspond to 
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the research question generated in the earlier chapter, it is necessary to study the research 

philosophy. Similarly, it gives more knowledge on the reason behind a researcher‟s keen interest 

on a topic or researcher‟s quest for finding an answer to the research question. 

In general, research philosophy talks about different perspectives of the world. These can be 

referred as hypothesis or assumptions that assist in conducting the research, from developing the 

research strategy to the methodology of the research (Bryman 2007, pp.10-11). This means that 

research philosophy, methodology and methods are linked with each other.     

There are two philosophical research methods: ontological and epistemological orientations.  

Ontological orientations emphasizes on existence, which refers to the nature or social context of 

human beings. Ontology reflects the assumptions held about the nature of social reality.  This 

means the perception of either the reality is objective or subjective (Long et al. 2000, p.190). 

This is important to discuss in making the readers easy in presenting a reality context of the 

study. Ontology refers with the questions of whether or not an entity exists in reality, or either 

the outcome of actions is that of social actors.  It includes two view positions: objectivism and 

constructionism (Bryman & Bell, 2003, p. 19).  

Objectivism relies with the idea that social reality is the outcome of social structure (David & 

Sutton, 2011, p.86). Objectivism says that social phenomena and their meanings exist 

independent of the social actor. Culture is one of such social phenomena. Culture can be viewed 

as a social entity in which values and customs gets absorbed by actors to unit them with other 

people sharing the same cultural believes. For the actor, the culture is interpreted as something 

external and it is almost as a real object to him, something that is pre-existed. It limits the action 

of the actor (Bryman & Bell, 2003, p. 21). Constructionism says that actor and social reality have 

correlation and social phenomena which are continually being accomplished by actor (Bryman & 

Bell, 2003, p. 20). It focuses on the micro-interactions that could provide knowledge on the 

social life initiation (David & Sutton, 2011, p.86). It says that shared meanings and the 

coordinated actions of rational actors construct the social world (David & Sutton, 2011, p.78).  

Epistemology concerns with the questions of “How to study social reality?”, “What is regarded 

as acceptable knowledge?” It raises questions to whether the social word can be studied in the 

same manner as natural science. It is questioning about “What is knowledge and what are the 

sources and limits of knowledge?”  (Bryman & Bell, 2003, p. 13). Similar to ontology, it also 

includes two view positions: interpretivism and positivism (Bryman & Bell, 2003, p. 13).   

Interpretivism suggests that the way to understand the reality by interpreting the reality. This 

approach has the capacity to generate new interesting findings in which positivism wouldn‟t be 

able to find. When social sciences method fails to answer the research question, the researcher 

may need to change his method to take on an interpretive approach and gain a new perspective 

on the subject in order to find the answer to his/her research. It represents an important part in 

information systems research. (Orlikowski & Baroudi, 1991, cited in Walsham, 2001, 

p.376).This method commonly involves qualitative design. Here, the researcher attempts to 

understand from the subject perspective. The criticism of the findings is that the outcome could 

be biased as the researcher involves in the interpretation of the findings (Bryman & Bell, 2007, 

pp. 19-21). Positivism can be used in social science as well. It concedes reality exiting outside 
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and the way to prove its existence is to generate hypotheses that in turn will be subjected to 

rigorous testing.  

Considering both ontological and epistemological considerations, the research philosophy is 

based on a constructed approach of reality where social interactions are interpreted. Indeed, the 

aim is to understand in which degree networking factors affect the momentum of SMEs‟s 

business. In this way the research approach is based on both objectivism and positivism.  

In our research for the epistemoligical assumption we take the interpretivism position and for the 

ontological stance, we take the constructionism view point. We do that because we will look at 

what factors influence their decision towards their networking activities. As per the 

interpretivism approach, the researcher as per their norms and values will be study on these 

factors that influence the networking activities of SMEs of Umea, Sweden. We are trying to find 

out, is this factor can be generalized in Umea‟s SMEs as well?  Similarly, the adoption of 

constructionism view point as the ontological assumption will lead the researchers in 

accomplishing their conclusive result as per their analysis of the knowledge acquired. The 

respondents‟ opinions on the topic will also be included in the study. 

 

2.3. Deductive and Inductive Theory: 

 

With the choice of type of research philosophy, the next approach in the study is having an 

appropriate research strategy. There are mainly two approaches namely; inductive and deductive. 

These approaches describe the interaction between conceptual and empirical world (Davidson & 

Patel, 1994). Induction approach is an empirical process of arriving new generalities or theory 

from observation and it doesn‟t depend on the previous knowledge (Gebremedhin & Tweeten, 

1994). On the other hand, induction approach has a big weakness that is, the induction approach 

itself can‟t constitute proof because it‟s not possible to examine all the possible evidence relevant 

to the case (Larrabee, 1964; cited at Ethridge, 2004). This reveals that investigation rarely 

contains all the possible observation. 

 

Deductive theory characterizes the relationship between research and theory. If we see the 

deduction process, firstly researcher tries to identify which theoretical consideration is known 

about the particular study, and then form the hypothesis which must be focused on empirical 

study. For testing the Hypothesis, we need to be translated into researchable entities.  

Deductive method has its origins from the natural science researches.  It often requires a large 

sample size to enable the researches to draw a general conclusion, therefore the nature of the data 

collected are often quantitative. The first step in this approach is to develop a theory/hypothesis 

later to be exposed to a continuous and careful testing. Depending on the findings, the hypothesis 

is either confirmed, discarded or formed to become basis for a new theory. The strong point of 

deductive is that it tries explaining a causal relationship between variables (Saunders et al, 2007). 

This method is appropriate to use when already established theories exist and one wants to test 

whether the theory is valid in a different environment or not (Long,White, Friedman, & Brazeal, 

2000).  



9 
 

From an inductive approach, the research starts a specific observation to wide range of 

generalizations and theories as well. To be more specific, it observes particular phenomena and 

starts to detect patterns. At the same time, it creates the tentative hypotheses which ultimately 

develop the new theories. The researcher is part of the world he investigates and he tries to 

acquire a deeper understanding of the environment around him, such as feelings of human beings 

belonging to that world. The inductive approach often deals with collection of qualitative data, in 

other words conducting interviews. After the collection of data the researcher will attempt to 

analyze it and this later forms a theory. Within social science, it is common to use inductive 

method, as it concerns with the way to build a theory when no previous theory in this field exists 

(Saunders et al. 2007, p. 118).  

Given the characteristics of the different approaches, we believe that an inductive method suit 

our research question since we want to know generalizable inferences out of observation. Our 

study being a multiple area which typically provides a stronger base for theory-building through 

inductive approach (Yin, 1984).Therefore, this thesis method will be based on the inductive 

approach, whereby we started with observation when analyzed various factors influencing the 

networking activities in SMEs of Umea, Sweden.  

 

Here, our observation leads to interesting discovery that is, different factors influencing the 

networking activities are varies from SMEs to SMEs in terms of degree of influence (e.g. high, 

low, neutral). As regard to conclusion, it will be drawn from various observations conducted by 

an appropriate research strategy i.e. inductive process-oriented. 

 

2.4. Research Design: Cross-sectional design 

 

Basically, there are five different types of research designs; experimental, cross-sectional, 

longitudinal, case study and comparative designs (Bryman & Bell, 2007, p. 39). However, we 

will employ cross-sectional design in our research work since we are going to do the social 

survey within Umea of Sweden. It is defined as “ Cross-sectional design involves the collection 

of data on more than one case and at a single point in time in order to collect a body of 

quantitative or quantifiable data in connection with two or more variables, which are then 

examined to detect patterns of association” (Bryman & Bell, 2007, p. 55). It is also called social 

survey design. When a number of cases are done in one single point in time then it is called 

social survey design.  Particularly, in this design we are using semi-structure interview for 

different cases of SMEs in Umea, Sweden. The most important feature of this design is that data 

collection is finished at a single point in time for all cases which are inspected in research. This 

implies that the respondents are expected to answer all the questions clearly that asked in 

interview and also the results are collected properly.  

When we are trying to map out our research, we need to follow a research design. In order to 

find out the important factors that influences networking of SMEs we used the exploratory 

studies. However, there are many research design frameworks, but they can be classified into 

three basic types: exploratory, descriptive and causal. Exploratory research is on the discovery of 

ideas and insights. (Gilbert, Churchill & Iacobucci, 2005, p.74). Kent (2007, p.18) explains that 

descriptive research is concerned with measuring or estimating the sizes, quantities or 
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frequencies of characteristics.  Similarly, descriptive studies require a clear specification of what 

the research is (Gilbert et al., 2005, p.107). The descriptive survey adds to have a clear picture of 

the phenomena on which we wish to collect data prior to the collection of the data 

(Saunders,Lewis and Thornhill, 2009, p. 140). For exploratory and for descriptive research, the 

objective may simply be to collect the information that has been specified at the research design 

stage. However, causal research analyses the degree of influence of one or more independent 

variables upon one or more dependent variables.  

Furthermore, explanatory studies establish causal relationships between variables 

(Saunders,Lewis and Thornhill, 2009, p. 140). To be more specific, it highlights a situation or 

problem through study and explains the relationships between variables. Similarly, it through 

explain the reasons (why) in order to get a clearer view of the relationship (Saunders,Lewis and 

Thornhill, 2009, pp. 140-141).  

Our research focuses on the specific SMEs of Sweden which match with the definition of 

exploratory study, that is, it is more valuable while finding out „what is happening; to seek new 

insights; to ask questions and to assess phenomena in a new light‟ (Robson 2002:59 cited in 

Sanuders, Lewis and Thornhill, 2009, p. 139). Particularly, it is more useful when we have to 

clarify the understanding of a problem (Saunders,Lewis and Thornhill, 2009, p. 139). Hence, we 

want to identify and get insight into what are networking factors affect business of SMEs 

regarding the business environment of Sweden. Because of the explorative purpose, the objective 

is not to investigate all the qualities of all the processes and outputs, but rather to illuminate some 

of them. Generally, researchers follow three principal in order to conduct the exploratory 

research (Saunders,Lewis and Thornhill, 2009, p. 140). 

1. A research of the literature 

2. Interviewing „experts‟ in the subject 

3. Conducting focus group interviews 

 

As far as our principal is concerned, we used second principal that is, interviewing „experts‟ in 

the subject because we believe that expertise can give us requirement information in a systematic 

and scientific manner. Therefore, the questionnaire, along with a brief guide, was e-mailed to the 

participants the day before the interviews started. Before the interviews, we have informed the 

informants to feel free to give alternative explanation about several other factors that may have 

influenced in networking activities in SMEs. However, they paid more attention towards our 

chosen factors that may influence the networking activities in their SMEs.  

 

The purpose of this paper is to explore and imply the possible effects, but not to test hypotheses. 

Because of this explorative purpose, the qualitative analyses -interviews - are most emphasized. 
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2.5. Research Strategy: 

 

In this research we have chosen qualitative approach to the research question, and want to obtain 

much information from a limited number of respondents. However, by using the quantitative 

approach, a larger portion of the population can be investigated, than could have been by only 

using a qualitative research. Using a quantitative approach enabled the results to be conceptually 

generalized, which mean that the findings could be applicable in the sense of the critical case.  

McMillan and Schumacher (1993, p. 479) defined qualitative research as, “primarily an 

inductive process of organizing data into categories and identifying patterns (relationships) 

among categories.”  This definition implies that data and meanings are arranged in a systematic 

and scientific manner from research context. Most importantly! Qualitative research takes place 

in natural settings where a combination of observations, interviews, and document reviews are 

taking into account.  

The common assumptions of this strategy are that phenomena are viewed in its entirety or 

holistically because it is not possible to reduce complex phenomena into a few interdependent or 

independent factors. Similarly, the researchers should investigate in “nature”. Therefore, they 

don‟t allow impose their assumptions, limitations and delimitations on research design upon 

emerging data. Their role is just to record what he or she observes and collects from subjects in 

their natural environment. Moreover, the researchers need to see the existing “reality" through 

the eyes of subjects and need to record data fully, accurately and unbiased. It is required to 

emerge the Post hoc conclusions from the data and avoid the priori conclusions (Wiersma, 1995, 

pp. 211-212).  

Although the line between quantitative and qualitative might not always be so distinct, there are 

some features of qualitative method that distinguishes it from quantitative. Those are the 

involvement of theory testing and it lends much of its practices and norms from interpretivism 

and constructnism. (Bryman & Bell, 2003, p.11). 

When mapping out the networking factors influencing in business of SMEs, then we prefer to 

use qualitative approach. According to Denzin (2000) it consists of interpretive material which 

makes the world visible and they turn the world into a series of representation such as field notes, 

interviews, conversations, recordings and memos to the self. This definition reflects that our 

study involved interpreting data collected to get the networking activities that influences the 

SMEs in reality and not rely on experiments and processes that are not socially constructed. 

Furthermore, there is another explanation by Kaplan and Maxwell that will give a better insight 

to choose qualitative studies rather than the quantitative research for this paper: 

The motivation for doing qualitative research, as opposed to quantitative research, comes 

from the observation that, if there is one thing which distinguishes humans from the natural 

world, it is our ability to talk! Qualitative research methods are designed to help researchers 

understand people and the social and cultural contexts within which they live. Kaplan and 

Maxwell (1994) argue that the goal of understanding a phenomenon from the point of view of 

the participants and its particular social and institutional context is largely lost when textual 
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data are quantified
1
. 

By using the qualitative research in this study, it allows participants to express his/her point of 

view clearly, as it will also lead to richer and more valuable data. 

As we know that at the beginning we normally formulated vague research questions because we 

were not aware about what to look for or what specific questions to ask until we have spent time 

in a setting. Our situation was also same, so we spent time in a setting in order to know how 

participants view their experiences. Finally, we are able to make decisions regarding additional 

data to collect on the basis of what we have already learned. Therefore in qualitative studies we 

follow a flexible research design (Taylor S.J & Bogdan R, 1998, p. 8). 

 

Since our research is induction approach which is one of most important characteristic of 

qualitative research. Moreover, it includes the “grounded theory” which refers to the inductive 

theorizing process involved in a qualitative research (Taylor S.J & Bogdan R., 1998, pp. 7-8).   

In short, qualitative method enables us to understand better about the experiences of the 

networking activities that influence the SMEs in our study. 

 

The steps 
By using qualitative method as a research strategy, this thesis will follow the steps as outlined 

in figure 2; (Bryman & Bell, 2007, p. 406).  

 

 

 

 

 

 

 

 

 

 

 

                                                                       

 

 

 

 

                                                              

                                                              

 

 

Figure 2: An outline of the main steps of qualitative research 

                                                           
1
 Kaplan B. & Maxwell, J.A. (1994). Qualitative Research Methods for Evaluating Computer I                         

nformation Systems, in Evaluating Health Care Information Systems: Methods and Applications, 

1. General research questions 

6. Writing up findings/conclusions 

5b. Collection of further 

data 
5. Conceptual and theoretical work  

4. Interpretation of data 

2. Selecting relevant site(s) and subjects 

5a.Tighter specification of the research 

question 

3. Collection of relevant data 
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2.6. Ethical consideration:  

 

Ethics refers to codes and conducts which is very important for every researcher and they should 

follow in their research. Moreover, ethics are more related with the norms, values, attitudes 

corporate social responsibilities and so on. In terms of research ethics, it is more concerned with 

questions about how we formulate and clarify our research topic, design  our research and gain 

access, collect data, process and store our data, analyses data and write up our research findings 

in a moral and responsible way (Saunders,Lewis and Thornhill, 2009, p. 184)We are very much 

concerned about the ethical issues because we are using the qualitative research and primary data 

analysis for data collection.  

Moreover, it is important to consider the valid and reliable data in this ethical issue. "Ethical 

issues arise from the kinds of problems social scientists investigate and the methods used to 

obtain valid and reliable data" (Frankfort-Nachmias and Nachmias, 1996, p. 77).Therefore, it is 

our responsibility to maintain ethical value in the whole process of research since we are morally 

aware that we are not going to break any ethical rules and regulation.  

 

Furthermore, according to Diener and Crandall (cited in Bryman and Bell, 2007) there are four 

unethical factors that are; harm to participants; lack of informed consent; invasion of privacy; 

deception. We completely avoided these unethical factors in our work. For instance, appointment 

was decided as per the conveniences of the respondent and the research problem was sent to 

them so that they will be had enough time to understand the questions. Similarly, we are more 

concerns about all kind of confidentiality of respondents such as per their permissions their 

identity might be disclosed. Similarly, we tried to interpret and report the research in an honest 

way that is not hiding anything. Since we have been so much involved in the field, the 

interpretations and report is of course colored of our knowledge and feelings. More importantly! 

We emphasize on ethical issues associated with research design and access which finally assists 

us to act ethically. 

 

In order to avoid plagiarism we used books, journals, scientific articles and other sources are 

appropriately cited and referenced in the literature. During the interviews we used the recorders 

as per the discretion of the respondents. This proofs that we had tried to keep the ethical issue in 

high standard. 

 

2.7. Selection of Organizations of study 

As our study is focused on SMEs, we decided to interview the SMEs within the Umea region. 

With the limitations of time and resources, we decided to take the enterprises in Umea into 

consideration. 

While looking for businesses in Umea, we looked for businesses which came under the 

definition of SMEs that had less than 250 employees. Specifically, we wanted to study SMEs 

which had its business activities related with the Umea University or which regarded the 

university among its core customers. Umea University is one of the main attractions and a core 

part of Umea, Sweden. The university has many organizations who work along with the 

university in facilitating the students or day-today operations, as well as getting a business 

opportunity from it. These organizations include the construction companies involved in the 
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expansion aspect of the university, canteen facilitating companies, apartment providers etc. But 

we wanted to focus on organizations having a business connection with the university and 

worked specifically for and with the students. We wanted to study about their motives of 

networking activities with other firms.  

With these specifications on the SMEs that we wanted to observe and study, we went into 

looking for SMEs that ranked students as their main customers.  

We came along SMEs like IKSU, Uminova innovation, HHUS, Restaurant Ornen, and Umeå 

Biotech Incubator (UBI). These organizations came under the definitions of SMEs as firms 

having employees less than 250 (European Commission, 2005). We had some general concepts 

on HHUS, IKSU and even Uminova Innovation (“Uminova Innovation” assisted in providing the 

business coach facility during the 4
th

 module of course on Entrepreneurship). We were not aware 

about the activities of Umea Biotech Incubator and Restaurang Ornen previously but we knew 

that it facilitated students in some way or the other.       

As we were a member at IKSU, we knew that it was an organization that has a large proportion 

of students as customers. We also knew a little about organization like Uminova Innovation 

during our core course of entrepreneurship that it works with the students at the university by 

providing an opportunity or platform to excel in business ideas. Uminova is there to assist 

students having a business idea by providing them with components that would be necessary to 

operate in a market (legal, financial etc.).  Similarly, HHUS is a student union working for and 

with the students. Seeing this connection of these organizations with students we planned to 

interview them in order to attain our research objective. 

Before going for interview, we wanted to get more into these organizations which were available 

through the internet. It helped us in getting more familiar with the activities that were performed 

by these organizations. Since these organizations were closely located we decided to visit to 

these organizations to take a date for interview. We did not perform any pre-required 

communication with the personnel of the organizations we were planning to visit. As we were 

prepared with the questionnaire we could take an interview if we got an opportunity to do so 

while visiting the organization. Fortunately, we were able to receive positive responses from the 

organization. With our request, the staff at the front desk provided us with contact information of 

appropriate personnel who could be able to answer our questions. We then contacted each of 

these personnel via email and mobile telephone. We were surprised to see the positive responses 

from those personnel and their willingness to help us in our study. 

As for Uminova Innovation, we already had known about Annika Wikstrom as she had assisted 

us in the business plan writing during the entrepreneurship course. Although it was get an 

interview on the first visit to her, she was able to give an interview date the next day.  

 However, we have been lucky to have been able to interview respondents who were aware about 

the different activities performed by the firm, which was as wanted by us. Similarly, the 

respondents were also able to give us information on networking activities performed by the 

firm, and were able to answer the firms‟ motives from performing those activities.   
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2.8. Data collection method: 

 

Data collections method is the process from where we can gather relevant information which will 

be used for answering the research questions. It is through which we can gather the relevant 

information for our research using the primary and secondary data sources. The sources from 

where we can gather data directly or original data are collected for research is called primary 

data. This data sources include observations, experiments, social surveys like questionnaires, and 

interviews.  

 

On the contrary, data where the researcher doesn‟t involve directly for collecting the data is 

called secondary data sources. In fact, the secondary data become the sources of collecting the 

new data. Since, it gives lots of valuable information. Indeed, it uses the existing information. 

The common sources that we find in secondary data for analyzing data are social science survey 

data, data collected by the government agencies and so on. Simply, secondary data sources 

comprise of books, journals, articles, and web-based data about the specific subject (Ghauri & 

Gronhaug, 2005, p. 91-102). 

The ability of qualitative data to more fully describe a phenomenon is an important consideration 

not only from the researcher's perspective, but from the reader's perspective as well. "If you want 

people to understand better than they otherwise might, provide them information in the form in 

which they usually experience it" (Lincoln and guba, 1985, p. 120). Qualitative research reports, 

typically rich with detail and insights into participants' experiences of the world, "may be 

epistemologically in harmony with the reader's experience" (Stake, 1978, p. 5) and thus more 

meaningful. Futhermore, qualitative data refers to all the non-numeric data or data that have not 

been quantified and also can be a product of all research strategies (Saunders, Lewis & 

Thornhill, 2009, p. 480).  

 

The key data collection devices of qualitative data are observation, interview, artifact (i.e., 

records, documents, etc.), oral histories, and specimen records (behavior recorded through 

observation). It is better if qualitative researcher keep fairly detailed records of his or her 

thoughts, feelings, and behaviors while they collected the data. It is very important to determine 

whether or not the researcher is himself or herself a source of bias because it highly influence in 

the work design and research questions or hypotheses. So, we give more emphasis on these notes 

so that we can observe the changes that took place in these phenomena.   

 

In our study we collected empirical data through conducted interviews from five respondents 

representing the selected SMEs. To be more specific, the day before the interviews started, each 

respondent received an e-mail with a short presentation of the theme of the questions.  Similarly, 

the duration of interviews was half an hour approximately, depending upon how much the 

respondent wished to relate, and how busy he or she was. The interview was recorded for future 

reference. In order to make it more accurate we took down the informants statements in paper as 

well. To avoid misunderstandings and to get the interviews accepted, the transcripts were 

emailed to the respondents within one week after the interview. The entire interview was voice 

recorded in order to maintain the accuracy of respondent‟s view. 
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Moreover, the data analysis and collection are iterative in nature that involves a weaving back 

and forth between data and theory. In inductive process we organized the data and reduced 

through data classification and reduction. In additionally, the data are organized by coding, for 

example, description of behavior, statements, feelings, thoughts, etc. are identified and coded 

(Bryman & Bell, 2007, p. 14). 

Our research is exploratory in order to seeking to generate a direction for further work that is 

why our analysis will be conducted from primary data regarding motivational factors of 

networking in SMEs of Sweden.  

 

 

2.8.1. Interview  

 

According to Kvale (1996), the qualitative research interview attempts “to understand the world 

from the subjects‟ points of view, to unfold the meaning of people [sic] experiences, to uncover 

their lived world” (1996: 1). Significantly, interviewing is a particularly efficient means of 

collecting data when the research design involves an analysis of people‟s motivations and 

opinions (Keats, 2000), as was the case in the present study. 

 

There are no fixed rules as to the ideal number of interviews. Some qualitative research takes a 

positivist stance, tending to adopt the approach, “the more interviews, the more scientific” 

(Kvale, 1996: 103). Alternatively, within an interpretivist framework, Travers (2001) advises 

that researchers will simply need “enough data to explore and document a range of themes” 

(2001: 37). Therefore, we take the semi-structure interviews for the entire respondent which 

covered information relating to the factors for networking activities in SMEs (Umea) and also 

recorded feedback in systematic and scientific way.  

In order to learn the real-life information and experience about the factors that influence the 

networking activities we tried to avoid the ambiguous and complex question. The questionnaires 

and the thesis background were sent earlier via email. Our interest in the topic earned us good 

reception from respondents. The atmosphere was therefore conducive for us to ask them 

questions which they willingly answered. This enabled us to go in-depth during the interview 

and got a variety and large amount of data which we would not answer if we administered 

questionnaires.  After the interview ended the participants, who were mostly strangers to each 

other, increased their co-operation considerably. Moreover, the respondents answer results were 

findings which were very helpful to address our research question. Ultimately, the answers 

obtained from different cases are analyzed in order to find out the prominent factors for 

networking in Umea, Sweden.   

Here, mainly the theoretical background derived the main topics for the interview. The 

interesting thing that is observed were the questions also came when talking to some of the 

respondents prior to the interview.  
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Since different people working in different positions from different companies were interviewed 

the questions needed personal adjustment to suit each respondent and interview. Therefore, the 

purpose of the interview template was to be loosely structured.  

 

The template was designed to remind of certain topics, keeping the interviews on track without 

being too rigid. The interview template is included in appendix 1. The questions were based on 

the theoretical framework and divided into sub categories in order to address the research 

question. To warm up the respondent we decided to start every interview with an informal chat 

bringing the focus over to the respondent‟s background, role and position in the organization. 

Each interview was ended by a short sum up and other factors that influencing networking 

activities. 

 

2.8.2 Inductively based analytical procedures: 

There are number of inductively based analytical procedures to analyze qualitative data which 

are given below: 

 Data display and analysis 

 Emplate analysis 

 Analytic induction 

 Grounded theory 

 Discourse analysis 

 Narrative nalaysis 

 

We choose the grounded theory in order to build an explanation or to generate a theory around 

the core or central theme that emerges from the data (Saunders,Lewis and Thornhill, 2009, p. 

509). Moreover, there are three way to do the coding that is, the disaggregation of data into units 

is called open coding, the process of recognizing relationships between categories is referred to 

as axial coding, and the integration of categories to produce a theory is labeled selective coding 

(Strauss and Corbin (2008) cited in Saunders, Lewis and Thornhill. 2009, p. 509) 

2.9. Quality criteria: 
 

Quality is very significant in qualitative research strategy in order to determine the value of the 

evidence (Ritchie and Lewis, 2005). Normally, there are two quality criteria employed for the 

evaluation of research study; namely; reliability and validity 

Reliability and validity in qualitative research: Generally, reliability refers to the extent to 

which our data collection technique or analysis procedure is working in a consistent manner 

(finding) and it is evaluated through posing the following three questions (Easterby-Smith et al. 

2008:109) 
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1. Will the measure yield the same results on other occasions? 

2. Will similar observations be reached by other observers? 

3. Is there transparency in how sense was made from the raw data? 

Similarly, validity is more concerned whether the findings are really about what they appear to 

be about and to check whether the relationship between two variables is a causal relationship or 

not? (Saunders,Lewis and Thornhill, 2009, p. 157) 

Furthermore, realibiliy and validity for qualitative research include the following terms. (Bryman 

& Bell, 2007, p. 410) 

 External reliability: It reveals the level of degree to which a study can be replicated. 

However, it is difficult in this research because it is impossible to “freese" a social setting 

and the circumstances of an initial study to make it replicable in the sense in which the 

term is usually employed. 

 

 Internal reliability: When more than one members or observers ready to accepts what 

they see and hears. 

 

 External validity: The degree to which findings can be generalized across social 

settings. In particular, it is generalizability of the result where generalizability describes 

“the extent to which the findings of the enquiry are more generally applicable outside the 

specifics of the situation studied” (Kelliher 2005, p.123). 

  

 Internal validity: Finding out the matching level between researchers‟ observation and 

the theoretical ideas they develop.  

 

In order to maintain the reliability and validity we record the interview which makes us easier to 

write the exact word and meaning of interviewee. Similarly, we are more sensitive towards the 

readers because they might be able to trace the conclusions to the original findings by maintain a 

chain of evidence, this ultimately increase the reliability of information (Yin, 2009, p123). In 

order to make more reliable we keep both full written transcriptions and audio records (i.e. mp3 

files) of the interview which (documents) is available for this purpose. The big advantage of 

audio records of the interviews is not only focus on taking notes but more on being a good 

listener for instance, making keen observation or catching what might be going on (Yin, 2009, 

p.70). Another advantage is that we can keep our transcription neutral and keep the obtain 

information without bias (Yin, 2009, p.70). 

 

Normally, in data collection and interpretation we have been focused with the issue of validity. 

Since the main source of data came from the interview, we have taken all appropriate measure to 

gather valid data. Therefore, from the data collection to interpretation we have taken a 

systematical approach. 

 

However, there are some other alternative criteria which were proposed by Lincoln and Cuba 

(1985) in order to evaluate a qualitative study, that is, trustworthiness and authenticity (as cited 

in Bryman and Bell, 2007, p.411). But these concepts are more similar to the concepts of 
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reliability and validity as we discuss above. Therefore, we tried to assure the trustworthiness and 

authenticity of the research in this study as well. 

 

Trustworthiness:  

 

It becomes important for a researcher to conduct the quality of a research. As suggested by 

(Bryman and Bell, 2007, p.411) that credibility, transferability, dependability and confirmability 

being the effective criteria while evaluating a qualitative research, we have used them in order to 

test the quality of our study. 

 

Credibility: 

 

Ensuring “Credibility” in the research means to see that the research is conducted as per the 

standards and that the information collected from the respondents has been given back to them 

for confirmation (Bryman and Bell, 2007, p.411).  

 

In order to collect the primary data for our study, we have used the semi-structured interview. 

Having known the ethical implications of semi-structured interview, we have tried to apply these 

ethical issues as much as possible. The information gathered through these interviews cannot be 

said as being totally true as it depends on the respondents we have interviewed. But we have 

tried to generate correct information such that we provide credibility to our research i.e., shared 

the findings with the respondents who participated in our research.  Although we did not conduct 

many interviews, we were able to get information related to theoretical framework. Therefore, 

our research is carried out according to the approach of good practices (Bryman and Bell, 2007, 

p. 411).  

 

 

Transferability:  

 

This is parallel to external validity. It identify whether or not findings of a study will hold true in 

some other context or even in the same context at some other time, in an empirical issue (Lincoln 

and Guba, 1985, p 316). In other word, it refers to seeing if the findings hold similarity in same 

context or in some other context (Gass & Mackey, 2005, p.368). In our theoretical framework, 

we have tried to give rich descriptions such that they can be referred in making possible 

transferability in other situations. 

  

Through our qualitative study, we cannot generalize the findings, but rather assist in finding the 

connection of our theory with the empirical study. To conclude, the transferability of this 

research within Umea Sweden will be valid, but its transferability may be weak in some places 

of Sweden and other European and non-European countries.  
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Confirmability:  

 

Confirmability refers trying to ensure some level of objectivity in the research although being 

completely objective is not possible; and it can be done through not allowing personal values to 

affect the research (Bryman and Bell, 2007, p.414).   In choosing the theoretical study, we have 

chosen materials while studying on the topic, and on the basis of this theoretical background we 

generated questions that could help us in getting a proper answer to the research question. 

Although we have an interpretivist approach in our study, we have tried to be as objective as 

possible while conducting the interviews. 

 

In addition to this, our research purpose is to observe the different factors that influence the 

networking of SMEs in Umea, Sweden. Therefore, we prepared questionnaire for interview and 

sent them before so that the respondents have good knowledge and prepared for interview. In 

order to maintain the accuracy of information and avoid biasness we decided to interview around 

four or five respondents from different categories such as biotech, sport club and so on. 

 

Most important is that we will use questions which are easily understandable by respondent 

while interviewing. On the other hand, if there is any problem to understand the question then we 

will explain the questions to the respondents. This leads to the high confirmability of our 

research. 

  

Authenticity:  

This is also one important criterion apart from trustworthiness in order to assure the quality of 

qualitative research. The authenticity of the research is more emphasize on the fairness that is the 

research should be fairly represent different viewpoints of the social settings (Bryman and Bell, 

2007, p. 414). Among the criteria of authenticity, we think that our study has provided more of 

the educative authenticity (Bryman and Bell, 2007, p. 414). This is because we think that through 

our research SMEs can appreciate the perspectives of other SMEs.  Similarly, we also believe 

that our research represents the fairness criteria of authenticity. We have not been able to 

interview respondents more than one from a company, but we think that the view presented by 

the single respondent is able to represent various other respondents of different level of authority.   

  

Thus, for the purpose of authenticity, we sent the opinions and responses that were collected 

during the interviews from the interviewees in order to be authenticated by the interviewees 

themselves. 

In concluding this chapter, we want to say that the methodological discussion in this study leans 

towards cross study based upon qualitative data. At the same time we have clearly argued the 

methods that we used in conducting our study. And we were aware of the challenges of such 

method; therefore, we are able to build up the connection and compatibility between research 

question, purpose, epistemology and scientific approach. 
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CHAPTER THREE 

THEORITICAL FRAMEWORK 

NETWORKING 

3.1. Introduction  

In this chapter, theoretical framework, we have tried to provide a literature review related to our 

research in finding the factors that motivate or influence networking. This includes some 

previous theories and concepts that have been performed in this concept. Initially we start with 

the definition of major concept in our study that is networking. We then proceed with defining 

the different factors that could help in initiating networking among SMEs.   

3.2. Networking  

Networking is defined as the process of building long term contacts with the motive to have 

access towards information and resources (Aldrich and Zimmer, 1986, cited in George et.al, 

2001, p.271).  Networking as a concept emphasizes on building relationships and contacts as an 

important activity for a firm‟s growth (Johannisson, 1995, Storper, 1997). In general, a business 

network can be viewed as a set of connected business relationships where the firms share 

knowledge and coordinate their activities (Holm et. al, 1996, p.1036).   

Network and Cluster are two terms that are often used interchangeably. But the difference 

between these two is that a network comprises of relationship between firms in any form which 

could be between industries or nations; on the contrary, Cluster is a network of related firms 

which relate in terms of similar linkages with parties like buyers, suppliers or share some level of 

competition among themselves (Ferser & Bergman, 2000, pp.2-4).  

Networking brings “social capital” to a firm, which means the various kinds of resources which a 

firm can access through their relationships with other firms within the network; and more the 

social capital, more successful is the firm (Nahapiet and Ghosal, 1998, p.243). This means that 

Social capital is something that is generated from the network of a firm.  

In order to be able to exploit the business opportunities, an entrepreneur needs to have access to 

information, and this is possible through the social network that the entrepreneur possesses.     

In today‟s business, an organization isn‟t successful just because only of the resources (human or 

technical), but also due to the social relation it has with its environment (Coleman 1988; Putnam 

1993, cited in Farinda et.al, 2009, p.151). Networking is important because it is the source of one 

of the important things to the organization and that is information (Farinda et.al, 2009, p.152).   

Today, the environment where a firm or an organization operates is full of competition, where 

access to resources plays an important role in dealing with such competition; and SMEs 

generally have a disadvantage of lacking resources (Wincent et.al, 2008, p. 265). This 

disadvantage has been reduced by SMEs participating in networks (Narula, 2001, p.1). The main 

reason for SMEs to go for networks, cooperation or building relationships is to maintain a 

competitive advantage for themselves; which could be by accessing newer markets, increasing 

product range, utilizing labor force and capital from network etc. (Havnes and Hauge, 2004, 

cited in Lenihan et.al, 2010, p. 52). It is also said that SME networks acts a facilitator of 

innovation from the inter-organizational relationships which also adds another competitive 

advantage to the firm among competitors (Wincent et.al, 2008, p. 265).  
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3.3. Factors influencing networking activities between SMEs 

In this section, we have gathered seven factors that have influence over networking in between 

similar firms and analyzed them from the SMEs perspective. These factors motivate firms to 

participate in a network or relationship with similar firms for obtaining some objectives.  

3.3.1. Oliver’s Business Networking Model  

Christine Oliver‟s business network model focuses on generating six motives or contingencies 

that motivate organizations to involve in inter-organizational relationships (IOR) (Oliver, 1990, 

p.241). Here, motives are the reasons that encourage networking; whereas, inter-organizational 

relationships refers to the linkages between organizations which is important as organizations 

survival depends on these linkages (Oliver, 1990, p.242). Inter-organizational relationships 

therefore relates to the definition of networking provided in the first chapter.  

The motives explained in this theory have been derived from the organizational view, meaning 

the top level of management (generally in large companies) (Oliver, 1990, p.242). But these 

motives can also exist in SMEs as these firms are also dependent on other firms to operate in the 

market.  It includes motives of necessity, asymmetry, efficiency, reciprocity, efficiency, stability 

and legitimacy.     

Necessity refers to organizations‟ motive of building linkages for meeting the legal requirements. 

The legal requirements mean the laws that are enforced by legal authorities like government, 

associations or regulatory bodies, which is to maintain mandatory relationships between 

organizations (Oliver, 1990, p.243). The necessity motive is probable to exist in case of SMEs. 

SMEs entrepreneurs could be obliged to participate in a network due to the law imposed by the 

governing authorities or agencies. This could be an initiation towards networking among SMEs. 

There are various governmental agencies that work towards developing SMEs. For e.g. Legal 

firms in Malaysia have to be associated with the Bar Council of Malaysia in order to perform its 

activities (Farinda et.al, 2009, p.155). Therefore SMEs could be obliged to enter into networks 

because of the legislation set by these authorities or governing bodies.    

The motive of “Asymmetry” and “Reciprocity” is related with the maintain relationships with 

other firms over resources but they do differ in motives. The asymmetry motive in business 

network is to be able to access over the resources and influence through power and control over 

organizations providing those resources (Oliver 1990, p.243). But Reciprocity motive relates to 

the need of having collaborative business networks, which means firms can mutually benefit 

among themselves in terms of goals and interests; It is expecting collaboration, cooperation and 

coordination from the inter-organizational relationship rather than controlling or gaining power 

over each other (Oliver 1990, 244). SMEs as similar to any other firms could have either of the 

asymmetry or reciprocity motive. They could either approach to another firm to establish a 

relationship with a motive either to have a control over other firm‟s resources or to have a mutual 

exchange of resources with the other firm. 

Efficiency motive according to Oliver (1990) is to improve a firm‟s internal efficiency through 

business networking (Oliver 1990, p. 245). It can be regarded as a core motive of any firm which 

plans to establish network with other firms, as every firm wants to improve its performance and 

output. There could exist various anticipations towards organizational efficiency from inter-

organizational relations such as reduction in cost, waste, improving cost of production etc. This 
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means to improve the firm‟s input and maximize its output. It differs compared to the previous 

three motives of Inter-organizational relationships as it doesn‟t mean to follow the rules set by 

the governing authorities, exert power or control over resources of other organizations nor have a 

cooperation between organizations relationships (Oliver, 1990, p. 245). SMEs as any other firms 

also desire to improve its efficiency and could be motivated to enter into a network or 

relationship with another SME in order to fulfill this desire. For instance, a manufacturing SME 

could be efficient in quality production of a product, but it could be inefficient in the product‟s 

distribution‟s function. This inefficiency can be reduced if the SME has a network or relationship 

with another SME that performs a better distribution activity. Therefore SMEs could fulfill its 

efficiency motive through networking.      

Similarly, stability as a motive refers to a motive that a firm is able to minimize uncertainty or 

forecast the outcomes of their activities (Oliver, 1990, p. 246). The business environment an 

organization operates in characterized as being uncertain and inter-organizational relationships 

helps in reducing this uncertainty (Oliver, 1990, p. 246). There is an involvement of a firm in a 

wider network, not only because it would provide a learning process and sharing resources, but it 

would also assist in operating in an uncertain economic environment (Mackinnon et.al, 2004, 

p.88). The benefit of SME network is linked with the firms being able to reduce or manage risk, 

costs and innovative knowledge (Wincent et.al, 2008, p. 265). Gulati and Sytch (2007, p.63) say 

that a firm‟s being dependent to another firm is to reduce uncertainty and improve its 

performance.  

The last motive of legitimacy is to build its reputation or image in the market through 

interorganizational relationships (Oliver 1990, p. 246). There could be various opportunities for 

an organization to increase their reputation or image in the market (Oliver 1990, p. 246). In case 

of SMEs, firms which have a rather less reputation or awareness in the market could be willing 

to network with firms with a high reputation; which is done to increase one‟s reputation or image 

in the market.  

There are two kinds of views presented in Oliver‟s six motives of interorganizational 

relationships. Motives like efficiency explain the goals of the firm in gaining something or being 

efficient or economic behavior, whereas reciprocity or asymmetry are more towards explaining 

the social behavioral aspect  of the firm (Chatterjee & Ravichandran, 2004, p.4).  

It will not be appropriate to say that all interorganizational collaboration leads to success. 

Although, interorganizational relationship is seen as positive, Barringer and Harrison found out 

that it was not true from the evidences; as they said that many of these relationships prove failure 

due to various reasons like being unable to meet the expectations (Barringer & Harrison, 2000, 

p.368).  

3.3.2. Resource Dependency Theory 

The resource dependency theory (RDT) is a dominant theory that explains the reason behind a 

firm being interdependent with other firms (Hillman et al., 2009, p. 1405). It has been an 

important theory in knowing the various interrelationships between organizations such as 

mergers & acquisitions, joint ventures etc (Oliver, 1990, p.243). It also assists in explaining the 

motives towards business networking, as networking is related with inter organizational 

dependence and relations. 
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The main arguments of the Resource dependency theory are: a) organizations are not self 

sufficient in their resources and therefore seek dependency towards other organizations, b) but 

when an organization is unknown about the activities about the other organization which it is 

interdependent with, there is uncertainty of success, c) although it is difficult to manage 

relationships between organizations and they result into new forms of interdependence between 

them, they still try to manage their relationships, d) Inter as well as intra organizational power 

that affects the organizational behavior is produced from the new forms of interdependence 

(Pfeffer, 1987, 26-27 cited in Hillman et al., 2009, p. 1405). Therefore RDT emphasizes on the 

fact that environment influences has a continuous effect on the activities of an organization 

which therefore requires organizations to respond in order to reduce uncertainty and dependence 

(Hillman et al., 2009, pp. 1404-1405). This dependence on the environment according to RDT 

can be reduced from strategies such as Joint ventures, Mergers etc (Hillman et al., 2009, p. 

1405).     

RDT has been regarded as the medium for Joint ventures, Mergers and Acquisitions, Board of 

Directors, political action and Executive Succession; which are the strategies of inter-

organizational relationships that are used to manage dependencies among firms (Hillman et al., 

2009, p. 1414).   

Although Research dependency theory has been widely used in organizational theory and 

strategic management, (Hillman et.al, 2009, p.1415) suggests various ways that could improve 

this theory development. They (Hillman et.al, 2009, p.1415) say that researches that prefer RDT 

(Hillman et.al, 2009, p.1415) as their foundation can interact in order to generate a generalized 

approach to reducing environmental dependency. For instance they say that Mergers and 

Acquisition research can benefit new perspectives from Joint ventures research as they could 

provide a different nature of interdependence and relationships (Hillman et.al, 2009, p.1415). 

Similarly, they also suggest relating this theory with other theoretical perspectives such as the 

Real options theory, contingency theory etc.; and, lastly they have suggested future research that 

could deal on setting the boundary limit of the Resource dependency theory (Hillman et.al, 2009, 

pp.1418-1419). Similarly, (Casciaro & Piskorski, 2005, p.167) have criticized that there lacks 

empirical study on the Resource Dependency theory. They also say that the theory is vague as 

for instance the theory doesn‟t consider the reciprocity of dependence (meaning it just focus on 

one frim being dependent on the other but not the vice versa) (Casciaro & Piskorski, 2005, 

p.167)     

Interdependence is the reason behind an organization seeking to be in interorganizational 

relationships with the other organizations and thereby achieving the desired outcomes (Pfeffer & 

Salancik, 1978, p.40). Networking is an activity that explains this interdependence.    

From the RDT explained above, one of the motives of going into interorganizational 

relationships is to reduce the dependency from the environment which is uncertain and 

unpredictable. Therefore, this could also be used as in explaining the motives towards 

networking. Networking can also be used by a firm to reduce the influence or the dependence 

from the environmental factors. 

The features of organizations being interdependent, lacking resources and uncertainty in success 

exists in SMEs as well. SMEs is characterized or differentiated from large companies as being 
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low in terms of resources (human, financial etc.). This feature of these firms compels them to 

depend on other firms for performing their day to day activities. 

3.3.3. Inter-oranizational learning through networks in SMEs 

Learning is one of the important activities an organization (large or small) need as a means to 

suit itself with the changing environment (Nonaka & Takeuchi, 1996, cited in Tell, 2000, p. 

308).  (Alvas and Barney, 2007 cited in Bergh, 2009, p.9) have said that opportunities come from 

the interaction between organizations created through learning. Learning can be defined as the 

process that involves human interactions which leads to changes in the knowledge of the 

participants and improves their competence (Brown & Dugid, 1991, Cited in Bergh, 2009, p.8).  

Learning can be done in order to develop entrepreneurial knowledge which is being able to 

exploit opportunities as they come by (Polities, 2005). There exist programs which provide 

formal management training to build entrepreneurial knowledge among firms; but SMEs have a 

hard time in building this type of knowledge. This is because SME entrepreneurs generally have 

less qualifications or education due to which they use more of their experience and common 

sense (Bolton, 1971, cited in Bergh, 2009, p.9). Similarly, these kinds of programs have also 

been criticized as being insufficient in developing competencies in SME entrepreneurs (Bergh, 

2009, p.10). Some of the programs even fail because they focus on strengthening a single role, 

whereas SME entrepreneurs have to play different roles in their business activity (Floren, 2005, 

Bergh, 2009, p.9). (Ekanem and Smallbone, 2007; Ylinenpaa, 2005 cited in cited in Bergh, 2009, 

p.9) have therefore suggested that SME can learn from the programs that are informal.        

(Bessant & Tsekouras, 2001, p.87-88) say that Inter-organizational learning could offer the 

following benefits: 

a. Different firms‟ participation leads to seeing the same problem or challenge from 

different angles, which could bring a new idea as a solution to the problem. 

 

b. Organizations could benefit from being able to try new these new ideas that come from 

the interactions with other organizations. 

 

c. Similarly, inter-organizational learning facilitates sharing of experience which helps 

organizations to learn new ways of performing activities that is different from their 

normal way. 

 

d. Similarly if firms of similar business exchange their knowledge then they can work on 

building competitiveness of the sector they belong to. For instance, if furniture 

companies come into inter-organizational learning then by sharing their knowledge and 

experience or their resources, they can strengthen this sector‟s competency and 

competitiveness (Bessant & Tsekouras, 2001, p. 88) 

 

Network can be used as a concept of facilitating learning and knowledge through learning 

networks, which is developed for the sole purpose of increasing knowledge (Bessant & 

Tsekouras, 2001, p. 88).  SME network has been an important arena for creating knowledge and 

facilitating learning (Tell, 2000, p. 308). 
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There are various types of network that facilitate learning and knowledge development among 

inter-organizations. Formal learning network is one of them which are developed for the purpose 

of developing capacity and knowledge among the members (Bessant & Francis, 1999, p. 377, 

cited in Bergh, 2009, p.11). In this type of network, there exists cooperation among the firms in 

trying to learn together from sharing knowledge and experiences. Universities or consultants also 

help the firms in developing a platform for exchanging experiences and knowledge that could 

help them grow and be able to exploit opportunities (Bergh, 2009, p.11).But there still lacks 

research was said by Bergh (2009, p.13) about evaluating the benefits from formal learning 

network, as it is complex in nature. 

With these benefits of inter-organizational learning, there arises a question about whether there is 

a motive of learning before going into networks or not in case of SMEs.     

3.3.4. Culture influences 

The cultural distance concept is defined as the degree to which cultural values in one country are 

different from those in another country. ( Sousa and Bradley , 2006, p. 52) This is the reason why 

large cultural distance between the home and the foreign country makes the task of identifying 

and interpreting incoming signals more difficult (Eriksson et al., 2000). Thus, it has been argued 

that greater cultural distance can lead to misunderstandings (Adler 1997; incoln, Hanada, and 

Olson 1981). For example, Zeitlin (1996) suggests that the severity of culture shock is related to 

the cultural distance between the home and the host country. 

However In order to take business advantages companies have to cross both geographic and 

culture borders to be a profitable and leading actor on the market. There are though some 

geographic boundaries for companies that are having a worldwide business network and where 

the placement of different companies will lead to that direct contact between companies gets 

impossible. In these cases the direct communication will be substituted against other 

communicating ways. 

Normally, there are four different ways of communicating except from the direct meeting where 

they put their focus on telephoning, faxing, mailing, and by written letters. Based on these four 

modes of communication it is important to know how home SMEs interact with foreign country 

SMEs depending on whether the country has a low- or high context culture.  In low context, in 

LC cultures, most of the information flowing between sender and receiver is contained in the 

message itself so it requires being explicit and detailed. For instance, a low context culture such 

as the USA can be explained as a culture where the “words” are the most important tool when 

communicating and very little is left within the context itself.  High context cultures on the other 

hand it requires less explicit and detailed information because they more rely on the context of 

the communication process to convey the message. In other words, HC culture will be leaving 

much more information unsaid and within the context where outsiders will have to search for the 

information by themselves. ( Rosenbloom and Larsen, 2003, pp. 309-315) 

Most importantly! The LC cultural tends to use the e-mail and written communication (business 

letter) with LC cultural rather than HC cultural. The reason behind this is LC cultures encode 

more of the meaning of their communication in the actual words of a message than do people 

from HC cultures. ( Rosenbloom and Larsen, 2003, pp. 309-315) 
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In order to maintain sound network with other companies it is important to increase the 

frequency of communication which results into minimization of culture distance. The LC 

cultural tends to use the e-mail and written communication (business letter) with LC cultural 

rather than HC cultural. The reason behind this is LC cultures encode more of the meaning of 

their communication in the actual words of a message than do people from HC cultures. The 

most common way to communicate between business to business and between LC and HC was 

by telephoning and faxing. ( Rosenbloom and Larsen, 2003, pp. 309-315) 

Furthermore, mailing and written letter with its technology and simplicity only had a high usage 

between LC companies and not between LC to HC. To be more specific, LC culture (USA) 

requires dealing through “old fashion” ways i.e. fax and telephone when they communicating 

with HC culture such as Japan. On the other hand, when they are from same culture i.e. LC 

culture then they requires “modern” e-mail communication (Rosenbloom and Larsen, 2003, pp. 

309-315).  

In further discussion, we believe that channel of communication will more likely depend upon 

the business culture environment of that particular company and not only in culture distance 

because it varies from company to company. At the same time, culture distance is necessary to 

take into account while formulating and implementing the international networking strategy and 

then only marketing and relationship manager can achieve the competitive advantage. 

Particularly, in case of Sweden they belong to low context culture that prefer the e-mail and 

written documents while doing communication. This clearly states that Sweden‟s SMEs required 

studying the different culture, especially with whom they are going to do the networking 

activities. Before establish the network with other companies it is really important to know their 

modes of communication in terms of high context or low context so that the risk or 

misunderstanding can be minimized.  

Generally, if they able of maintain a proper communication with their networking parties such 

as, customer, bank, and competitors then there is no doubt that they keep a long and healthy 

relationship i.e. strong networking. Similarly, if they are from same culture then it will be easy to 

establish the network and result will be long-term networking. The reason behind this is that they 

both have a similar norms, value, attitude and behaviours. In addition, when they belong to a 

homogeneous group of culture then their coordination will be much better than a heterogeneous 

group of culture.   

 

3.3.5. Internationalization through Networking in SMEs 

Internationalization in simple terms can be defined as the process of increasing the involvement 

of a firm towards operations in international arena (Welch & Luostarienen, 1988, p.156). 

Similarly, (Javalgi et al. 2003, p.186) have described internationalization as the process in which 

an organization` steps its operations beyond the national barriers. (Kotler & Keller, 2006) say 

that Exporting, Licensing, Joint Venture and Direct Investment are the ways in which an 

organization can enter in to an international market.  

There are various theories that explain the internationalization process of an organization such as 

the Uppsala Internationalization model or the Innovation related model.  
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Internationalization as a concept had been previously targeted the large companies. But after 

observing the capability of SMEs to contribute in the economic development at national and 

international levels, Internationalization in SMEs has been a rising topic (OECD, 2009, p.5). An 

empirical analysis was done on the Valencia Community (Southern Spanish Region) and it found 

that SMEs take a fast step towards internationalization (Martinez, 2006, p.207). 

 On the basis of the recent research findings, (OECD, 2009, p.12) suggested that one of the key 

motives behind SMEs internalization is with the opportunity of growth associated with it; this is 

because entering in to new markets gives new possibilities to exploit which could be not 

appropriate in the domestic market (suppose if the domestic market is relatively small) (OECD, 

2004, p.15). Similarly, the study also found that knowledge assets of the SMEs either pushes or 

pulls the firm towards internationalization; which means that resources within the firm such as 

knowledge aspects, R&D or a manager‟s previous market in internationalization could push the 

firm to encourage internationalization, whereas the search for knowledge lacking in the firm 

could be a pull factor of SMEs in internationalization. 

In order to make our study easier, we have first tried to study on the problems that SMEs are 

facing in taking an approach towards Internalization. We then have tried to relate those problems 

with the solution offered by Networking. 

According to a study conducted by (OECD, 2009, p.5), there are many barriers in SMEs 

internalization. This study was conducted under OECD and APEC member companies. This 

study was able to find that lack of resources or being unable to access resources like financial, 

act as a barrier in SMEs‟ international process. Similarly the study also showed that SMEs are 

facing difficulties in obtaining relevant information about markets they prefer to enter, and it 

involved being unable to find out potential customers (OECD, 2009, p.10).  

The above barriers can be minimize with the help of networking although it also requires support 

from public or private sectors in the internationalization of SMEs, such as the Swedish Export 

Credit Corporation that provides subsidized credits for exports to SMEs (OECD, 2009, p.17). 

Since SMEs have their resources limited in terms of finance, time, management capability, 

experience and various other factors which acts as a limitation for them to operate internationally 

alone. Therefore when work with other firms through networks, these SMEs can progress in the 

international process (Coveillo and McAuley, 1999, p. 227).   

 Networking has a great impact on the internationalization process of a firm and SME is not an 

exception. As said by (O‟Callaghan & Lenihan, 2008, p.565) that networking increases the 

ability of a firm to export thereby making it more competitive, which is possible through foreign 

network. A foreign network means relationships and interactions with foreign firms, suppliers or 

buyers which could provide relevant information on the foreign market (O‟Callaghan & Lenihan, 

2008, p.565). Similarly in order to enter into a foreign market, through export for instance, a firm 

needs to gather information like customer‟s taste, about competitors (large or small), channel of 

distribution etc. and this involves cost to the firm. This cost can be minimized through foreign 

networks, which can form through channels like foreign ownership or FDI (Foreign Direct 

Investment) (Sjoholm, 2003, p.334).  
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Therefore networking acts one of the key role players in the internationalization process of a firm 

(SME). The benefits networking provides as said above is the accessibility to information and 

resources (financial or knowhow) that an SME generally lacks and which is a prerequisite for 

internationalization process. SMEs with a foreign network in other countries can provide 

information related to the market state where the SME is willing to extend its activities.  

Internationalization could therefore be one of the motives of an SME firm and networking could 

assist in this process.    

3.3.6. Networking and Board Members of an organization 

It is clearly states that the boards of directors (active board) influence the firm‟s performance 

(Dalton et al., 1999, pp.677-678). Moreover, in a meta-analysis, Dalton and colleagues proved 

positive performance implications of corporate boards. In addition, international experience and 

characteristics of the board influence decision-making and firm strategy (Carpenter and 

Frederickson, 2001, p.533). To be more specific, more focused work on social networks implies 

that ties between board members influence the degree of interaction and counseling between the 

CEO and outside directors (Westphal 1999, p.20). 

 

It is important to note that the board member should observe the external environment in order to 

cope with the changing environmental condition by changing the board composition (Hillman 

et al. ,2000, cited in George et.al., 2001, p.270). Firm‟s networking strategy is a „concerted 

effort‟ to establish relationships or ties with the firm‟s environment to gain access of scarce 

resources or to control over them; however these resources have long-term profitability 

implications for the firm(George et al.,2001, pp. 269-285). Network is classified as a strategic 

asset (Amit and Schoemaker 1993, cited in George et.al., 2001, p.270) because developing 

network ties is a socially complex routine (Collis 1994, cited in George et.al., 2001, p.270).  

(McEvily and Zaheer (1999) cited in George et.al., 2001, p.270) claim that firm which have 

geographical clusters in order to maintain networks in bridging ties can access to new 

information, ideas and opportunities. Therefore, networking strategy is very important for 

enhancing the competence capability of organization in order to achieve the goals.  

 

Indeed, social network discover that strong network is crucial to enhance firm‟s performance. So, 

social network are important tools for entrepreneurs in setting up (Birley 1985, Starr and 

Macmillan 1990 cited in George et.al., 2001, p.270) and developing the business (Hansen 1995, 

cited in George et.al., 2001, p.270). Not only this much, social network play a crucial role to 

entrepreneurship for generating trust and social capital within the network (Zahra et al. 1999, 

cited in George et.al., 2001, p.270). The entrepreneurs and members within a network can able to 

lower the transaction costs by the trust that they generate during their interaction (Williamson 

1975, cited in George et.al., 2001, p.270).  In similar pattern, they able to obtain the products or 

services at below market prices in subsequent interactions (Gulati 1998, cited in George et.al., 

2001, p.270).  

 

To date, the importance of boards is increasing day by day in small and medium-sized 

enterprises because board members are key sources of knowledge which they drawn from the 

collective experience of their members.In fact, the networking strategy among these boards of 

enterprises results the better performance of the firm(George et al.,2001, pp. 269-285). 
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Furthermore, in terms of SMEs network is defined as a set of long-term contacts between people 

or organizations in order to get informationand building resources (Aldrich and Zimmer 1986, 

cited in George et.al., 2001, p.271). In simple way, a network is a made up of peopletied together 

by work, friendship, influence or communication relations (Knoke andKulinski 1982, cited in 

George et.al., 2001, p.271). However, there are two types of network namely; formal 

(prescribed) and informal (emergent). A prescribed or formal network is collected of a set of 

formally stated relationshipswhereas an informal or emergent network refers to the engagement 

of more flexible patterns ofinteraction where the content of relationships may be work-related, 

social, or a combinationof both (Ibarra 1993, cited in George et.al., 2001, p.271). 

 

As far as Sweden‟s SMEs is concerned, they generally highlight the importance of informal 

networks (Borch and Huse, 1993, cited in George et.al., 2001, p.271). In general, the informal 

network are not tested adequately by researcher (Johnson et al. 1996, cited in George et.al., 

2001, p.271) whereas theygive more emphasize on formal networks (Pfeffer 1972, Burt 1980, 

Mizruchi and Stearns 1988, Zajac 1988, Lang and Lockhart 1990, cited in George et.al., 2001, 

p.271).Particularly, in small business the networking strategy play a prominent role in financial 

performance (Ostgaard and Birley 1994, Gulati 1998, cited in George et.al., 2001, p.271). In 

addition to this, the relationship between board size and financial performance of organization 

are systematically reviewed (Dalton et al. 1999, cited in George et.al., 2001, p.271), where 

background of the broad member also takes into accounts (Finkle,1998, cited in George et.al., 

2001, p.271). These researchers include the following things in board of directors before doing 

this empirical finding and come up with above facts. 

 

1) The use of boards to secure resources, increase prestige and achieve legitimacy (PfeÚ er 1972, 

Pearce and Zahra 1992, cited in George et.al., 2001, p.271) 

 

2) Effects of board constitution on governance decisions and mechanisms (Rediker and Seth 

1995, cited in George et.al., 2001, p.271) 

 

3) Compensation issues (Zajac 1990, cited in George et.al., 2001, p.271) 

 

4) Board structure and strategicfunctions (Pearce and Zahra 1991, Goodstein et al. 1994, cited in 

George et.al., 2001, p.271). 

 

It is important to note that the strategic role of the board is not only to acquire scared resources 

but also making important decisions which finally helps organization to adopt the environmental 

changes (Mintzberg 1983, Pearce and Zahra 1991, cited in George et.al., 2001, p.271).  The main 

activities of board member includes the attract new customers, developing strong and healthy 

relationship with existing customers, collecting competitive information, solving non-routine 

problems or challenges, and representing the firm‟ s interests on other boards(George et.al, 2001, 

pp. 269-285).  What is important is how boards perform above functions? 

 

Firstly, the boards must have strong external network that ties with other boards and other 

organizations in order to increase the chances of receiving new information. Then, this important 

new information is used to solve non-routine challenges through gaining new insights. Similarly, 

the board members with well-develop networks have information, through this information they 
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can significantly increase their skills and competence to fulfill their strategic function in a 

systematic and scientific way. Apart from information access, they can develop the contacts 

which mature into new customers and new suppliers. In this way, the importance of a board‟s 

activities reflects the success of the firm where these functions become its networking 

strategyboards (George et al., 2001, pp. 269-285).  

 

Moreover, the high competition, regulation and social forces including demographic changes and 

trends leads to invent the new way of linkage to the external environment. However, when the 

number of interlocks increased then boards started to be smaller in uncertain environment. In this 

case, firms try to pursue an active networking strategy as an environmental hostility increases 

(Boyd.1990, cited in George et.al., 2001, p.272).   There was underline by Johannisson and 

Monsted (1997) on the issue of importance of  a rich social network in a hostile environment. 

They suggests that as environmental hostility increases then entrepreneurs are more interested to 

develop resourceful personal networks which finally helps to flourish the likelihood of firm 

survival for long time. Even the firm changes their board composition depending upon the 

environmental uncertainty which helps them to cope with unknown situations (Hillman et al. 

2000, cited in George et.al., 2001, p.272). For example, firms need to adapt to the changing 

needs of various stakeholders.   

 

In addition to above discussion, the boards of SMEs which operates in hostile environment 

prefer to develop and encourage strong formal and informal networks among its board members. 

The reason for developing networks within board member is to access the key resources in a 

resource-scarce environment. 

 

As far as formal and informal networking is concerned, they play a crucial role in the 

entrepreneurial process of setting up a business (Birley 1985, Starr and Macmillan 1990, Hansen 

1995, cited in George et.al., 2001, p.273). The quality and content of entrepreneurial networks 

may vary from firm to firm depending upon the competitive strategy of firms (Ostgaard and 

Birley 1994, cited in George et.al., 2001, p.273).  Through strong integrated networking with 

strategic customers and supplier the entrepreneurial firms can gain a competitive advantage 

(Larson 1990). This implies the networking propensity of managers and entrepreneurs as 

participation in professional and service organizations (Ostgaard and Birley 1994, Carroll and 

Teo 1996, cited in George et.al., 2001, p.273).   

 

Generally, there are three main dimensions for entrepreneurial orientation; namely; 

innovativeness, proactiveness and risk taking (Miller 1983, Covin and Slevin 1988, cited in 

George et.al., 2001, p.273). It is important to study how these three dimensions fundamentally 

associated with the networking strategy. It is very clear that networking requires a degree of 

proactiveness in order to anticipating a different relevant contact. Similarly, to calculate the 

degree of risk taking i.e. the pay off from contacts versus the cost of such contact ties. And 

innovativeness is the new mechanisms of sourcing knowledge or capabilities to increase the 

firm‟s performance level. Therefore, the boards of firms with an entrepreneurial orientation are 

likely to follow an active networking strategy. 

 

Furthermore, boards member prefer to implement networking strategy in order to 

encouragement‟ of certain actions, skills, or socially complex routines (Collis 1994, cited in 
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George et.al., 2001, p.275). To gain the differentiation strategy they utilize such routines 

effectively so that it cannot be adopted by any firm i.e. imperfectly imitable (Barney 1991, 

George et.al., 2001, p.275).  Even more important is to create and sustain a competitive 

advantage that would improve long-term firm performance (Reed and DeFillippi 1990, George 

et.al., 2001, p.275).  

 

In terms of board‟s members approach, networking is the process of developing contacts such as 

with professional and trade associations, community and local clubs, civic and government 

bodies which can help in the development of the business. Therefore, networking is one of the 

primary activities of the board and firms also strongly encourage board members to develop 

networks and effectively used these networks to gain a competitive edge over others firm.  

 

3.3.7. Political influence in initiating networking 

 

As a matter of fact, European Union has many regulatory, legal and cultural differences which 

directly or indirectly affect SMEs business.  In case of SMEs, due to the lack of sufficient 

resources they are not able to pursue political decisions compare to MNCs. In fact, SMEs more 

depend on the lobbying organization, trade associations in order to represent themselves 

(Pourmand.F, Hadjikhani.A & Thilenius.P, 2008).  

 

It is important to address the question whether political decision taken by political organization 

like EU is supportive or coercive, influence business relationships and performance? In order to 

answer this question this networking approach, we need to involve both networks, i.e. political 

and business network and actors.  Normally, firm established business relationship to increase 

the business performance however, firm is affected by coercive actions and supportive actions by 

political organizations. Indeed, firm‟s business performance is not only affected by only their 

domestic country‟s political organizations but also other countries political organizations such as 

the EU.  To demonstrate this vein, we study through three unit; the firm‟s business performance, 

the focal business relationship and the political connection. In short, they are inter-related to each 

other, that is, the firm‟s business performance is highly affected by the political connection 

(directly or indirectly) through the impact on the focal business relationship (Pourmand.F, 

Hadjikhani.A & Thilenius.P, 2008). 

 

As it is state that through coercive and supportive actions political units affects the business firm 

(Hadjikhani and Thilenius, 2005). Among many goal one major goal of SMEs behind interaction 

with political units is to avoid uncertainty or reduce ambiguity and to gain support for their 

businesses. But handling the political environment is very tough for SMEs because of limited 

internal resources and high cost. Therefore, SMEs state as being passive and adaptive whereas 

MNCs can impose proactive actions to tackle with political uncertainty and gain support 

(Pourmand.F, Hadjikhani.A & Thilenius.P, 2008). 

 

It is also equally important to understand the relationship between SMEs and socio-political 

market. Even more important is study that SMEs are interwoven in a network containing both 

business and non-business actors (Welch and Wilkinson, 2004). This study reveals how political 

organization effect on business firms. Undoubtedly, mutuality and long-term relationship results 

the gain of each of the individual firms performance which require business network to achieve 
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this business performance. The focus on relationships and network activities leads to preserve the 

firms‟ long-term performance. Welch and Wilkinson (2004) and Hadjikhani and Thilenius, 

(2005) suggest that the business network context is encompass relationship with both business 

and non-business actors. In addition to this statement, business firms are interdependent to the 

political actors in order to gain support or be hindered. Consequently, political actors also 

interdependent directly or indirectly with SMES by thinking that they are the major source for 

the increase in GNP, employment and the development of local industries. This shows that, each 

of individual unit could gains from relationship with actors belonging to different structures 

(Pourmand.F, Hadjikhani.A & Thilenius.P, 2008).   

 

The business performance can maintain though firm‟s direct relationship with business 

relationships and by the political connection. Here, business performance is in terms of longevity 

in business development rather than financial performance such as revenues, market shares and 

return on investments and so on. On the other hand, the business performance can be a related to 

short-term performances, business capabilities and non-financial performance (Rust et al., 2004).  

To measure the business performance, indicators like capability in product development and 

technological development (Ford, 1990; Håkansson, 1982) or knowledge development are used 

in the firm of business long-term growth and survival of the firms (Olavarrieta and Friedman, 

2008). Most importantly! These indicators are affected not only by business operations but also 

through effect of political relationships.  In business relationships the actions of political 

organizations is explained by coercive or supportive behavior in relationship whereas the act of 

business units can be observed as influence or adaption. Coercive actions leads to the reduction 

of the business performance such as enforce the legitimate power to force business firm to follow 

the political decisions although that is adversely affect the firms. In relation to this, an adaptive 

behavior of SMEs increases the costs and reduces the business gain. On the contrary, supportive 

actions promote the enhancement of the firm‟s business performance such as financial support or 

favorable political decisions (Pourmand.F, Hadjikhani.A & Thilenius.P, 2008). For instance, The 

Green Paper of the EU in 2001, that is, concerns the issue of an integrated product policy 

(Zackrisson, et al., 2008). 

 

In general, though managerial actions the firms try to lobbying and influence on political 

organization (Ghauri and Hadjikhani, 2006) in order to establish good relationships and gain 

support. But in some case, the firms even invest some money for lobbying to affect the political 

units (Hadjikhani and Thilenius, 2005a; Hadjikhani and Ghauri, 2001; and 2008). So big 

question is how SMEs set up the healthy and strong relationship with political organizations. The 

possible actions that SMEs can do are either change the coercive behavior or strengthen the 

supportive behavior (Hadjikhani and Ghauri, 2001).  It is very clear that the accumulation of 

coercive or supportive and adaptation or influence in this interaction are positively or negatively 

affects the firm‟s business performance. This accumulation of behavior is the result of direct 

effects on business performance or indirect effects through business relationship (Pourmand.F, 

Hadjikhani.A & Thilenius.P, 2008  

Figure 1: Political Connection and the effects on firm’s business performance Boddewyn (1994) 

and Easton (1992).  
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Figure 3: Political Connection and the effects on firm’s business performance Boddewyn (1994) 

and Easton (1992).  
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In figure 1, we can see that political connection can direct or indirect effect the firm‟s business 

performance through business relationships, whether that is supportive action or coercion action. 

Ultimately, it affects the firm‟s business performance. In fact, whether it is specific or general 

effect from political organization on firms, relationship will be finally effect on business 

performance so it is just the matter of positive or negative effects. While supportive actions 

strengthen the businesss relationship whereas coercive behavior weakens them. Finally, these 

both actions effects on business performance (Pourmand.F, Hadjikhani.A & Thilenius.P, 2008). 

 

However in relations to this, the business relationships function is to creating indirect effect of 

political connection on firm‟s business performance. Both the long-term investment and short-

term investment are postulated as a result from relationships with both, business and political 

actors. When examines the effect of political connection on the business relationship then the 

strength in coercive and supportive behavior on business relationship strength. Likewise, there is 

a direct effect of political connection on business performance through the business relationship 

which more concern with the strength in the political effects in support or coercion of business 

relationship and then on business performance (Pourmand.F, Hadjikhani.A & Thilenius.P, 2008).  

 

Furthermore, the indirect effect resides on the logic of business network as any action of the 

interactive parties affect and become affected by political units. In order to tackle the political 

effect on business performance, SMEs form a construct relating to the support from EU for 

business, the investment of specific resources to handle EU rules and regulation and the level 

financial resources spent on political issues. To be more specific, the politically supported by EU 

are highly counted such as EU creates new business opportunities, simplified product 

development, and has a positive effect on business profitability and possibilities for technical 

development. Similarly, it is proven that the indirect positive effect is higher than the direct. In 

this context, it implies that SMEs is similar to MNCs (Boddeweyn, 1988) cooperate with their 

business partners to gain further support in their business. In similar pattern, the indirect negative 

Political 
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Direct effects 

Firm’s Business                    

Performance 
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Effect is rather high that reflect the exercise for legitimate power to force business firms to 

follow the political decisions. As a result, SMEs requires for bring the adaptive behavior which 

is very costly as well as reduce the gain. However, it is argued that in relation to the positive 

indirect effect, the negative indirect effect of business relationship coercion on business 

performance is lower (Pourmand.F, Hadjikhani.A & Thilenius.P, 2008). 

 

Therefore, in order to the stronger the political connection it is very important to maintain 

business relationship which finally increases the firm‟s performance whether directly or 

indirectly. Thus, political decisions taken by political organization like EU compelled SMEs to 

established and develop the network with political organizations in order to foster relationship 

with business counterpart (Pourmand.F, Hadjikhani.A & Thilenius.P, 2008).  
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CHAPTER FOUR 

EMPIRICAL FINDINGS 

 

In this chapter, the data is collected (as said in chapter two) through both the primary as well as 

the secondary sources. In order to gain an insight understanding of the topic, interviews were 

conducted as per the respondents‟ permission and convenience. Therefore, the primary source of 

data is through face-to-face interviews or via telephone, e-mail etc. In order to bring a sense of 

variability, we tried to interview SME entrepreneurs who were involved in different forms of 

activities like manufacturing, technical etc.  

In the beginning of this chapter, we first give the introduction to the SME sector of Sweden, and 

then we proceed to get some insights particularly in UMEA. We then present the different 

companies and then the data that we have collected. 

At first we give a short introduction to the SME entrepreneurs, their work experience and about 

their business. We then present the opinions of the interviewees about the importance of 

Networking and then on the topic in accordance to the interviews conducted with them.   

4.1.Small and Medium Sized Enterprises (SMEs) 

“Micro, small and medium-sized enterprises (SMEs) are the engine of the European economy. 

They are an essential source of jobs, create entrepreneurial spirit and innovation in the EU and 

are thus crucial for fostering competitiveness and employment. “ 

Günter Verheugen 

Member of the European Commission  

Responsible for Enterprise and Industry 

“The category of micro, small and medium-sized enterprises (SMEs) is made up of enterprises 

which employ fewer than 250 persons and which have an annual turnover not exceeding 50 

million euro, and/or an annual balance sheet total not exceeding 43 million euro.” (European 

Commission, 2005) 

Micro, Small and Medium sized enterprises (SMEs) are companies that generate employment of 

less than 250 persons, having an annual turnover not exceeding 50 million Euros, and/or an 

annual balance sheet total not exceeding 43 million Euro (Extract of Article 2 of the Annex of 

Recommendation 2003/361/EC cited in SME User Guide, 2003).In comparison to the large 

companies or enterprises, SMEs have features like limited resources, lessened gap between 

definition of an owner and a manager and weakness in terms of being unable to influence the 

environment (Nauwelaers & Wintjes, 2002, p.201). Although, SMEs has an advantage of being 

able to be productive in coming up with innovative ideas due to its features like lower 

communication channel, flexibility and informal way of making decisions (Maravelakis et al., 

2006, p.284) 

 

The definition of Small and Medium size Enterprises adopted in this research is that of the 

European Commission since the Swedish government also applies this classification. 

The European Commission currently defines SMEs as those companies with fewer than 
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250 employees which are independent from larger companies, with an annual turnover of 

less than €50 million and an annual balance sheet total not exceeding €43 million 

(European Commission, 2003). Table 3.2.2 presents the prevailing thresholds as well as 

the amended ones of 1996 for micro, small, and medium sized enterprises. 

 

Table 3.1: SMEs definition 

Enterprise category Headcount Turnover or Balance sheet total 

 

medium-sized < 250  € 50 million € 43 million 

Small  < 50 € 10 million € 10 million 

Micro < 10 € 2 million € 2 million 

 

Source: Official Journal of the European Union 20th of May 2003 

 

SMEs has many importance for the economy of a nation, and most of the nations comprise a vast 

majority of SMEs within their economy (Karmel and Bryon, 2002, cite in Bhaird, 2010, p.2). 

Regional development and innovation flexibility are also important contribution of SMEs 

(Bhaird, 2010, p.2). Similarly, SMEs prominent role towards employment generation within a 

region has been one of SMEs distinct features; as to SMEs being also regarded as the “Job 

Creation Machine” (Chichilnisky, 2005, p.5, cited in Bhaird, 2010, p.2). 

The nature of SMEs differs to that of the large companies in terms of motivations, constraints 

and uncertainties (Westhead and Storey, 1996, p.18).  

4.2. Interviewees’ Profiles 

Ola Viklund is the account manager at IKSU, who is also, involved in marketing and sales 

(specifically) activities of IKSU. He has been working in IKSU for the past 10 years and has his 

experience in sales, marketing and front desk activities. IKSU is the largest fitness center in 

Umea having 19000 members currently, of which around 80% of them are students. It records 

more than 20 000 entries per week during the high season. IKSU offers 33 kinds of sports 

courses that belong to one of these categories: Dancing / Aerobic courses, Cardio and Muscle 

Trainings, Martial Arts, Meditation, Swimming or Team Sports. IKSU has provided full time 

employment to 65 people and has around 185 employees who work part timely. When question 

about his view on networking, Ola replied that it was of utmost importance for IKSU, and it had 

a good relation with its customers, suppliers and municipality.  

Derehe Ornber is the owner of Restaurang Ornen that is situated at the Uminova Complex, 

Umea. Besides having food cuisine representing various nationalities, the restaurant is also 

involved in the catering business. The restaurant has six branches operating in different places in 

Umea, providing employment to 25 persons. Derehe is a cook by profession and presently he 

cooks for 3 of his restaurant‟s branches. Having had an experience for 15 years working in 

Umea, it was then when he decided to open a restaurant of his own. He believes that customers' 

satisfaction is the most important thing in his business and he is able to achieve various benefits 

due to a strong relation with them. 

 

Jimmy is the Chairman of the HHUS which is situated at the building of Umea School of 

Business. HHUS is a non-profit student organization that works on the quality of education and 
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creating an opportunity for students. It conducts various programs with the involvement of 

students. It has partners who support their cause such as Nordea Bank and other organizations. 

HHUS maintains or is an effort to maintain relationships with organizations that are situated with 

the Umea region. These partners assist HHUS financially as well as in giving students an 

opportunity to work for them. It has revenue of 2.4 million SEK in a year and about 70% of the 

revenue is generated from the E pub that is operated by them.  

 

Henrik Bergdahl is the Chief Financial Officer (CFO) of Umeå Biotech Incubator (UBI) and also 

runs his own accountancy firm. The main activity of UBI is to help start-up firms involved in 

bio-tech businesses both economical and infrastructural way. Presently, there are seven 

employees working in UBI, with annual turnover of 15 to 16 million Swedish Kronor and 

balance-sheet total of 15 million Swedish Kronor. 

 

Annika Wikstrom is a business coach in Uminova Innovation (UI). UI is a non-profit 

organization that is involved in assisting new ideas to bring itself in the market. It works with the 

ideas that come from the students or employees from the Umea University and hospital. 

Similarly it also works with the ideas coming from research institutes within Umea. UI has 

around 50 % ownership from the university. Similarly, it also has some percentages of ownership 

from the municipality of Umea, Owned county council (that works for medical care) and SLU 

(Swedish University of Agricultural). UI also has support from the EU (European Union) 

funding. UI works with various organizations such as business consultants, banks, lawyers, PWC 

Umea etc. in order to help the idea owners in being able to create business for themselves. 

Annika regards networking an important activity of Uminova, as it is through networking that 

the company is able to help the new idea owners. UI gives the opportunity for idea owners to 

access their (UI‟s) networking that helps in the development of the idea in to a concrete product 

able to come in the market. Similarly, the idea owners also have the opportunity to build their 

own networks through Uminova Innovation.  

    

4.3. SMEs opinions on networking  

4.3.1. Resource motive through networking 

 

The first question was on the resources (tangible or intangible) which the firm possessed and the 

resources it lacked which led them to access those resources from other similar firms. Ola 

Viklund responded to this saying that IKSU was in a strong position in terms of sports facilities, 

gym equipments and other facilities that are tangible resources. Similarly he also said that the 

employees at IKSU enjoyed working out there, were very hard working and motivated. This 

leads them (employees) to put extra effort in their particular activities, and the management has 

been able to get more output from the employees.  With such competencies in IKSU, he was 

uncertain about the resources it lacked. He replied that they are dependent on other companies 

but are contended with the resources they presently possess. Similarly being the biggest sport 

center has another opportunity for IKSU, which Ola regards as a resource. Through it IKSU is 

able to attract the best employees in terms of trainers, group health. 
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Derehe Ornber answered this question saying that he had employees from different nationalities 

which are the reason behind the restaurant being able to offer different types of cuisines. The 

good food that the restaurant was able to offer to its customers was the core competency that was 

able to attract new customers. Similarly, he also regarded his 15 years of experience in this 

business as a resource. Communication skill is also an important resource which Derehe regards 

as it makes it possible to build a strong relationship with the customers leading to firm‟s 

efficiency. He said that since he conducts catering services he is dependent with other firms 

doing the same business for resources like manpower; but he selects those who agree on the price 

offered by him.     

Jimmy said that HHUS has 40 students in the management of which 9 students are in the board 

of directors. It also has 200 to 250 students as active members making different activities, events 

and programs of HHUS possible. The resource that HHUS is dependent over other firms 

(partner) like banks or financial institutions is the financial resource as these partner firms 

provide financial support for the programs conducted by HHUS.   

Henrik said that the human resource at UBI were professionals which included doctorate 

employees, who were skilled in their jobs. Similarly, they the fact that they are supported by 

strong bodies like the government, financial strength also existed in the company. Similarly, 

these strong bodies also provide strong network to UBI as said by Henrik, which gives UBI the 

access to skilled professionals.    

When asked about the resources the organization possesses, Annika says that Uminova has all 

the resources needed for expert business coaches who are there to help the idea owner with the 

business concept for free cost. Similarly, there is also an efficient team of experts that assist the 

idea owner. Uminova also has a good network with banks, lawyers and various other 

organizations that would be important in taking new ideas into business. Besides the efficient 

human resource and network, the working environment is also one of the resources of Uminova 

which includes pleasant conference rooms, fully equipped offices, labs and other logistics. These 

resources are there to give a good working environment for idea owners. Annika was unsure 

about the resources the organization lacks but was confident in saying that the network of 

Uminova assisted in helping the company to perform its activities. For instance, Uminova have 

networks with various experts working in different fields and any new idea is evaluated with the 

help of these networks. Uminova has a network with an organization called “Connect” that is 

involves a board of people who are there to assist new idea owners in getting experts in the 

sector the idea is related with and also getting experts in marketing or sales activities. The 

ownership from the bodies like municipality, the university etc. also gives Uminova access to 

financial resources. Uminova also has relationships with business consultants who conduct 

market surveys on the idea to investigate the idea. Therefore Annika regards even these networks 

as resources of the company. 

4.3.2. Environmental and Cultural influence 

 

When asked about the environmental influences towards IKSU, Ola agreed on the fact that 

environment is uncertain and dynamic. But he also said that IKSU strong position in the market 

has made it able for them to face this uncertain environment and also by maintaining good 

relations with suppliers and building contractors. He said that IKSU has a great influence from 

the suppliers of gym equipments. If they are in a need of some gym equipments or any other 
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facilities, they need supplier supplying those services. Ola said that there are three factors that 

IKSU sets as criteria when deciding about selecting the best supplier or maintaining a network 

with them. It includes price (cost) factor, quality and the after sales service provided by the 

suppliers. Similarly, Building contractors is another body that IKSU has a relation with. IKSU 

has developed a lot within a period of 10 years. IKSU also has the same criteria when they 

decide to start a relationship with a building company, but along with that building time is 

another important criterion which means that the construction work should not hamper the 

business hours. Ola regarded networking with these bodies as crucial for IKSU.       

Answering to the question regarding the existence of any governing body that enforces IKSU to 

participate in a network, Ola replied that the municipality of Umea was a governing body in 

terms of watching the activities made by IKSU, but they have not enforced IKSU to be involved 

in a network. He replied saying that IKSU would build its network with other firms in 

accordance to their need if one exists and the criteria (previously told) for the network. Similarly, 

Ola believed that culture was an important aspect in networking but he said that IKSU has a 

multi cultural view while building a network which meant culture is not a parameter for IKSU 

while entering a network. It builds relations with other firms in accordance to their need and if 

they fulfill the criteria set by IKSU.  

Responding to the question on environment uncertainty, Derehe agreed that environment has an 

uncertain feature and he did rely on his networks for reducing this uncertainty. He said if there 

were any big event for him to do a catering service, then he would definitely rely on his 

networking firms that provided him with extra human resources. He said that it would be 

difficult for him to access those resources from the environment. Derehe said that there weren‟t 

any legal bodies that enforced him to participate in a network. Similarly, Derehe also had two 

view regarding culture while entering a network. He said in some cases, he preferred to do 

networking with similar culture firms, while in other cases culture didn‟t play an important role 

in networking.        

Jimmy didn‟t regard that HHUS effort in building relationships with other organizations due to 

the risky or uncertain environment, but rather to work with them for the benefit of the students 

and achieving their goals. Regarding if there were any governing or legal body that enforced 

HHUS to be a part of a network, Jimmy said that there were bodies like the university that is 

watching their activities, but it hasn‟t enforced them to participate in a network. Similarly 

regarding culture, Jimmy said that HHUS is always in an effort to have relations with students 

from different cultures and make them participate in their activities.     

According to Henrik, with the support of the university and the government, UBI was able to 

tackle the uncertainty that comes from the environment. He also said that UBI goes for building 

new relationships in tackling with the uncertainty.  Similarly, the networking activities 

performed by UBI were according to their need for any resources rather than from the any 

enforcement by a legal body. Henrik wasn‟t sure if culture was a factor in initiating networking 

activities. 

Regarding the uncertainty influence from the environment, Annika replied that Uminova is 

always trying to maintain new relationships every now and then in order to gather all the areas or 

context. This means that Uminova tries to establish new networks with other firms in order make 

it competent able to assist new ideas that could be related with any field. Further more on the 
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question, she said that bodies like the municipality or the university do have some expectations 

from Uminova, and networking helps in meeting those expectations. She says that although these 

bodies do not enforce Uminova to enter in to a network, being able to achieve their expectations 

does need a fair amount of networking activities. Similarly, speaking on culture, Annika says 

that there is less influence from the culture while making a networking decision. She said that the 

personal relationship is the important factor in maintaining relationships, rather than the cultural 

background of the parties involved in the relationship.  

 4.3.3. Networking as a motive of asymmetry or reciprocity 

While questioned about networking as being a source of asymmetric motive or reciprocity 

motive, Ola replied that it was more on reciprocity motive. Ola replied this question giving the 

example of IKSU‟s relation with the municipality of Umea. The municipality uses IKSU as an 

attraction brand to attract people towards Umea, and this definitely helps IKSU as well as it is 

able to get more members. Ola replied saying that there is cooperation between IKSU and 

municipality. He said “They need us and we need them.” Ola further added that IKSU faced no 

competition from other fitness clubs within Umea, and less competition as IKSU is bigger and 

equipped with latest gym equipments compared to other firms. Ola said that IKSU has always 

tried to maintain cooperation with other firms involved in fitness business by providing resource 

(equipments, human resources etc.) rather than using its relations for the motive of gain power 

over resources of other firms.    

 

Even Derehe responded that networking for him is to build cooperation with other firms, which 

means having a motive of reciprocity. He said that the other restaurant owners have relation with 

him and he wants to have relations with other restaurant owners so that the resources that lack in 

the restaurant can be accessed easily. So he says that there exists cooperation in the use of 

resources with other firms. 

 

Jimmy answered this question by saying that HHUS sees a reciprocity motive while making a 

new relationship with a new partner. He gave the example of the present way of making 

relationships with the partners of HHUS such as banks like Nordea. He said that these partners 

want to market their business in students and HHUS gives them this opportunity in creating 

seminars for this purpose. On the same way, HHUS gets financial support from these partner 

organizations. Giving this example Jimmy meant that there is cooperation between HHUS and 

other organizations with exchange of resources. He also said that HHUS sees this motive of 

cooperation while making relations with a new partner.    

  

Henrik said there are only four organizations in Sweden that are involved in activities like that of 

UBI. He said that they have a healthy relationship with these organizations and UBI did not take 

them as competitors against them. He said that UBI conducted discussions with these 

organizations and building relationships with them has been more towards getting more 

knowledge on developing the start-up companies. 

 

When asked about there is a motive of asymmetry or reciprocity through networking, Annika 

replied that Uminova was more towards reciprocity which is having cooperation in the use of 

resources between organizations. Uminova works with various organizations such as the 

municipality. The municipality who owns a large ownership of Uminova wants new companies 

to be developed in the Umea region and therefore support Uminova‟s activities. On the other side 
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Uminova uses its relation with the municipality in building their networks with other 

organizations by participating in the events conducted by the municipality.   

4.3.4. Networking for legitimacy (Image of the firm) 

 

Ola was positive about giving importance to the image of IKSU while entering a network with 

other firms. Ola said that as IKSU always has had a strong preference towards quality. Therefore 

it has always tried to maintain its relations with suppliers that provided quality equipments and 

services. Since suppliers that are able to supply such quality equipments are renowned 

companies, Ola believed that maintain relationships with them also built IKSU‟s image in the 

market.   

 

On speaking about networking for legitimacy, Derehe said that although networking could be a 

source of building the image of a firm, he believed that customer satisfaction is more important. 

He did agree that he has a motive of building the image of his restaurant while approaching a 

new network with a firm, but he said making good and healthy food for his customers is the main 

way he could build his image. 

 

On this question on networking for legitimacy, Jimmy responded that HHUS didn‟t give much 

importance to building image while entering into a relationship with other organizations. He said 

that more than image it would be for achieving its objectives and doing something better for the 

students. Jimmy said that HHUS could build its image when they are able to achieve its 

objectives. 

 

Henrik responded to this question saying that UBI does want to build its image in the sectors it is 

related. But Henrik said that rather than giving importance to image while making relationships, 

he said that UBI is more concerned about utilizing such networks in their efforts for developing 

the startup companies.   

 

Responding to this question, Annika said that Uminova doesn‟t emphasize more on building 

image and do not regard it as a factor responsible for networking. She said that more emphasis is 

on the value that the relationship provides to Uminova. 

     

4.3.5. Internationalization through Networking 

 

In accordance to our question regarding IKSU‟s internationalization Ola replied that IKSU does 

have a desire to go beyond Umea, but at present they don‟t plan to approach such initiations. 

IKSU doesn‟t think that it has the human resource to expand internationally at the moment. But 

Ola also believed that IKSU had many opportunities that can be addressed in Umea. But he 

agreed with that the foreign networks of IKSU would make it easier in operating itself outside of 

Umea or even Sweden.    

Derehe said that the restaurant doesn‟t have any plans to operate outside of Umea and therefore 

not outside of Sweden. He said that since he has 15 years of experience in Umea, he has a love 

for this place and even his family resides in Umea. So these are the reasons for him not having 

plans to operate outside of Umea. He has been offered to operate in big cities like Gothenburg or 
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Stockholm, from his personal networks but he has not accepted any offer. He believes that his 

business can do more in Umea.   

 

According to Jimmy, in terms of internationalization, he said that HHUS does have its interest in 

working with new organizations (partners) outside of Umea. But he said that HHUS is more 

regionally focused, that is more inclined towards maintaining relationships with organizations 

within Umea.    

   

Henrik responded to this question by saying that UBI was more focused on supporting start-ups 

within Umea region and therefore considered that internationalization was not UBI‟s motive. 

Speaking on the perspective of Internationalization through networking, Annika believed that 

networking was important part of internationalization. She said that Uminova works with the 

Enterprise Europe network in giving an opportunity for an idea owner‟s business to operate 

outside of Sweden. Uminova participates in different fairs conducted by the Enterprise Europe 

network and participate in matching up start-up companies coming from different places.  

4.3.6. Learning through networks 

 

While answering the question regarding the learning experience through networks, Ola replied 

that IKSU has a network with other university sport facilities (campus). Ola thinks that IKSU 

doesn‟t take much from the network as a motive of learning, because IKSU is among the top 

sport facilitators in terms of developing constantly and the other members within that network try 

to see IKSU ways of working. So in order to get knowledge on new trends IKSU uses other 

sources such as the training business (what‟s new, what‟s hot), computer technology, IT that 

could improve IKSU‟s business. For instance, IKSU has been looking at facial recognition scan 

(at entrance) of members which shows IKSU‟s pursue to technology. So IKSU takes these 

influences from various sectors. 

Even Derehe said that communicating with his peers in the business has a learning influence, 

although he doesn‟t regard that as a motive before entering a network. He said that by 

communicating with other firms, he is able to get new ideas or knowledge that can be used in his 

restaurant. Similarly, he also said that some of the ideas of his are from the knowledge he 

obtained through his peers who are involved in the restaurant business. 

Jimmy said HHUS does have a network with other cities student organizations that share the 

similar purpose. He said that HHUS tries to develop new network with other organizations as a 

motive of learning. 

Similarly Henrik said that UBI‟s relationships with other 4 organizations are more towards 

learning mechanism. He said that although they are competitors, UBI doesn‟t regard them as 

one. UBI conducts discussions with these organizations in the network in new ideas and sharing 

of experiences which is a learning mechanism.     

Annika said that Uminova used their networks as an important source of learning and they 

always expected learning as an outcome from the new networks they approached.  
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4.3.7. Board members’ influence 

 

When asked about the influence of board members in IKSU‟s networking, Ola replied that board 

members had a strong influence on conducting networking. Ola said that there are 9 board 

members at IKSU and IKSU tries to have board members representing different groups like 

students. Ola said that although IKSU is a private company, every member at IKSU is a co-

owner of IKSU, and they have a voting right that is conducted in the annual meeting at the end of 

March. This is done in order to have board members from different fields.    

Jimmy also had a positive response on the influence of board members in networking activities 

and he said that HHUS relied on the personal network of the members. Jimmy also emphasized 

on the cultural diversity composition of the board at HHUS.  

Similarly, in Umea Boi-tech Incubator (UBI), the board size is small that is only 4 board 

members who are actively participate in establishing the network. The board member assists to 

increase the capacity of UBI and also giving advice. To be more specific, they are more likely to 

counsel on operational problems within the business network.  In similar pattern, the boards 

always encourage the entrepreneur of other SMEs and help to start up the new business. For 

instance, a board member facilitates the essential infrastructure for development of future drugs.  

Responding to the question on board members solving the non-routine problems, Annika said 

that the board members at Uminova have a good strategic network. She said that there are seven 

board members in Uminova. Her response was that board members used their personal networks 

in solving the non-routine problems or strategic problems. 

In Uminova innovation, Annika argued that active board member always leads the company 

towards success. Their boards capable of supporting the networking activities is high since they 

are from different field such as academic, professionals, expertise, municipalities and so on.  

 

4.3.8. Influence of Political Organizations 

 

Politically, Ola says that IKSU is dependent on bodies like the university. The university 

provides customers to IKSU who are the staff or the students who account the major proportion 

of customers at IKSU. Similarly, the municipality of Umea is another body that IKSU tries to 

maintain it good relation, network (dialogue) with them although IKSU is privately owned, 

because the municipality helps to market IKSU as a brand outside of Umea. The municipality 

uses IKSU to attract people towards Umea, and this definitely helps IKSU as well. Similarly, 

Norland University hospital is another organization that has a very strong influence on IKSU. 

These organizations need IKSU and IKSU needs the support of these organizations.  

We asked if the governing body like municipality has had a coercive or supportive influence 

upon IKSU, and Ola replied that that they have been supportive politically. Besides the tax or the 

law that confines IKSU as any other organization, Ola said that they have been given the 

freedom to perform their activities according to their interest. But IKSU has set out some rules 

through the municipality. For instance, IKSU does not conduct Swimming competition at 

IKSU.IKSU doesn‟t approach to things that already exist in Umea.   
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According to Derehe, he has not had much influence from the political organizations. He said 

that he had to follow some rules from the municipality of Umea related to the quality control of 

the food. He was positive of these rules, as these rules make his restaurant to offer healthy food 

to its customers which is an advantage. 

Politically, Jimmy said that the University of Umea (USBE) evaluates the work of HHUS. 

Similarly, HHUS also works with the student union at the university. Jimmy says that these 

bodies have been supportive to HHUS, and they have given it the freedom to work on their own. 

Annika said that there are various political bodies that Uminova works with. Uminova has to 

apply for financing the projects, as Annika said that there are finances that come in the 

Vasterbotten region which support new developments. Annika said that Uminova has to meet the 

requirements of that organization and therefore they emphasize on building relationships or 

networks.     
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CHAPTER FIVE 

DISCUSSION AND ANALYSIS 

 

This chapter will focus on the analysis of the empirical findings presented in chapter four and it 

will be based on the theoretical framework that was presented in chapter three. In this chapter, 

the different factors that initiate networking presented in chapter three would be analyzed and 

compared with the factors derived from the empirical findings. 

5.1. Oliver’s networking model   

 

Oliver‟s six factors of networking include motives of necessity, asymmetry, reciprocity, 

efficiency, stability and legitimacy (Oliver, 1990, p.242). Referring to the motive of necessity as 

said by Oliver regarding a firm‟s motive to meet mandatory legal requirements through 

networking activities (Oliver, 1990, p.243); there are regulatory bodies such as the municipality 

of Umea which sets out some laws that SMEs need to follow, but the interviewed SMEs (in 

Umea) do not feel enforced by these bodies to build inter-organizational relationships or 

networks, which means they have a minimal necessity motive while entering a network.  

The reason behind this could be that these SMEs in Umea have supportive influence from the 

governing or legal bodies. This means that these SMEs although are bound by some rules and 

regulations to follow, they were not forced to enter into some kind of organizational relationships 

or networks. They generally made networking decisions according to their need for resources or 

to get their activities done. For instance, IKSU has a good relationship with the municipality, but 

the decision of making networks relies on the need of resources for IKSU. Similarly Uminova 

innovation also has some responsibility to meet the expectations from the municipality, but as 

said by Annika Wikstrom, the municipality has not enforced Uminova in making the networking 

decision. Although, Annika believes that networking is an important activity in meeting those 

expectations of certain outcomes of the municipality.          

Similarly the motive of asymmetry from a network to a firm is to be able to exert power and 

control over the other frim‟s resources; whereas the reciprocity motive is to expect mutual 

benefits from a network (Oliver 1990, 243-244). The difference between is these motives is in 

the objective they want to fulfill through networking; having power over mutual relationships. 

The interviewed SMEs showed more of reciprocity rather than asymmetry motive.  They were 

more towards cooperating with other organizations in using human, financial as well as 

knowledge resources rather than gaining control over those resources of other firms. According 

to our findings, SMEs regarded their relationships with other firms important to have access to 

those resources that they lacked rather than using it for control over other‟s resources. HHUS, for 

example has it networks with partner banks like Nordea who provide financial support in 

conducting their activities. By this way the partners get a chance to advertise themselves or get a 

chance to show their socially responsible image. Here, we see a reciprocity motive of HHUS in 

maintaining network with its partners. Similarly, UBI maintains a healthy competition with its 

network of other organizations in Sweden that perform activities similar to UBI. UBI conducts 

discussions with these organizations in trying to benefit from new ideas and vice versa.   
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The SMEs we interviewed also showed efficiency motive through networking, which meant to 

increase its internal efficiency (Oliver 1990, p. 245).  

Using networking to achieve stability motive was less among the SMEs in Umea. The stability 

motive for a firm through networking is to reduce the uncertainty associated with its environment 

(Oliver, 1990, p. 246). It also means the reduction of risk associated with its risk through 

networking with other firms (Wincent et.al, 2008, p. 265). The business environment of the 

SMEs although is uncertain, but the SMEs we interviewed were seen to be in a good position 

that they felt less of the effect of these uncertainties. This can be analyzed by saying that these 

SMEs had their own customers who preferred their services and therefore were less affected by 

the uncertainty in the environment. Similarly, the business environment in Umea is also observed 

as being stable. With these present conditions, SMEs were not seen to have motives of being 

stable or reducing uncertainty. However, in uncertain events taking place, SMEs tended to use 

their networks in making those events possible. Restaurant Ornen‟s owner Derehe Ornber says 

that in conducting big events he would definitely use his contacts with other restaurant owners 

for extra human resource in order to make the event possible.     

Lastly, the motive of legitimacy which refers to a firm‟s willingness to build its image in the 

market with networking (Oliver 1990, p. 246) was found in Umea SMEs that were interviewed. 

There could be various opportunities for an organization to increase their reputation or image in 

the market through networking (Oliver 1990, p. 246). A firm with less reputation in the market 

could be willing to have a network with a firm that is more reputed or has more awareness in the 

market. But the SMEs interviewed had primary motives of achieving their objectives and 

providing customer satisfaction through networking, rather than just taking their image to the 

next level.   

5.2. Resource Dependency theory 

 

The resource dependency theory suggests that due to the uncertainty in the environment and 

since resources are not always available; organizations depend on other organizations for 

resources which they lack (Hillman et al., 2009, pp. 1404-1405). It means that organizations are 

interdependent with each other for accessibility of resources which could be a motive for 

networking activities. In particular, since resources are not always available; organizations 

depend on other organizations for resources. This dependency was also seen in the interviewed 

SMEs of Umea and was one of the motives for them to network with other firms. SMEs were 

seen to exchange resources with its competitors although with some agreements on price. The 

resources lacking in the firms were sourced from other firms through inter-organizational 

relationship. Furthermore, the firms seemed more concerned about how to interact with firms in 

the environment. They adopt the different types of interaction depending upon the nature of the 

firms, for example they interact through collusion, cooperation and integration and so on.   

Analyzing the interviewed firms from the resource dependency perspective, we can say that 

these firms are mainly dependent on other firms in the environment for input resources and 

income. The SMEs seemed more focused on making networking with those firms that could 

contribute in strengthening the competitiveness of the SME. Similarly, the interviewed SMEs 

although had their networking with other firms and vice-versa, there was always a healthy 

competition between them with a sole motive of providing satisfaction to customers (price). In 
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short, mutual trust relationship atmosphere were develop by SMEs with other firms to exchange 

the knowledge which is mutual learning for them. This atmosphere was achieved through 

networking activities.  

Moreover, organizations become interdependent because of lacking resources and uncertainty in 

the future. It exists in SMEs as well since it also possesses a variety of resources and capabilities. 

Particularly, SMEs like Biotech characterized by valuable, rare, and costly-to-imitate resources 

and capabilities.  

According to the real option approach any uncertainty about the future of the investment requires 

certain flexibility in the firms‟ actions and more flexible (less hierarchical) governance (Barney, 

2011).  So, it is always better to have a real option theory, this finally leads towards networking 

activities of the firms. The environment aspect being uncertain as said in the theory was not 

observed much of the reason behind the dependency of SMEs with other firms. However, SMEs 

having an option is not committed to any particular course of action but remains to be flexible 

and opened to new turns and changes.    

 

5.3. Inter-organizational learning through networking 
 

Through our findings, learning opportunities was one of the strongest motives of networking in 

SMEs interviewed in Umea. The SMEs were seen to utilize their present relations with other 

organizations in with a motive to learn new ideas or methods of performing better. It was seen 

that SMEs had the intentions of generating new ideas or seeing a problem from different 

perspective through interactions with other organizations; and they even regarded interactions 

with other firms as a source of knowledge from experience from other firms (Bessant & 

Tsekouras, 2001, p.87-88). Because SME entrepreneurs generally have less qualifications or 

education, they use more of their experience and common sense (Bolton, 1971, cited in Bergh, 

2009, p.9). This creates a necessity among the SMEs to have a relationships with other SMEs or 

firms through which they can improve or increase their knowledge. This necessity was seen in 

the interviewed SMEs and they always pursued to have networks with other firms or their 

competitors in taking a learning initiative. 

But it doesn‟t mean that the SMEs‟s entrepreneur do not have any individual capability for 

creativity. They seem to have a capacity to change of action pattern. In particular, the new 

technology and knowledge intensive firms such as Uminova emphasis on how to speed up 

renewal process from basic research and break through to commercialization. And Uminova 

knows that it is only possible through networking activities like with universities and big 

research centers. This inter-organizational learning through networking activities makes the 

whole organization more dynamic.  

The SMEs interviewed generally had the informal approach to their relationships with other 

firms and used them in discussing new ideas or ways of doing activities. Similarly SMEs also 

had the learning experience from other organizations related with Information technology or 

other sectors as a way of developing. For instance, IKSU was always looking for new 

technologies in the IT sector, besides the latest developments in gym equipments; and therefore 
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developing itself. In particular, at this moment IKSU is looking for new ways of maintaining the 

entrance to the gym. They have been looking for new technologies such as the electronic face 

reading device which could be used to make the entrance more secure and fraud free. In order to 

achieve this new technology they are creating networking activities with a high-technology 

companies within Sweden and abroad.         

5.4. Internationalization through networking 

Internationalization is referred as the extension of a firm‟s activities outside the national barriers 

(Javalgi et al. 2003, p.186). It can be achieved through networking as it performing networking 

activities with foreign firms gives information about the foreign market (O‟Callaghan & 

Lenihan, 2008, p.565). Generally SMEs show a greater extent to operate beyond their national 

boundaries through foreign networks to exploit new opportunities that may not be appropriate in 

the domestic market (OECD, 2004, p.15). 

SMEs interviewed in Umea showed neutral results regarding this generalization. Although the 

SMEs had good networks outside of Umea, they were unwilling to operate beyond Umea. They 

were aware about the opportunities of internationalization but were also aware about their status 

at Umea, which would be difficult to attain easily if they operated outside the region. They were 

various reasons such as the lack of resources, family issues, or simply the opportunity they see in 

Umea. Some of the SMEs like IKSU or the restaurant believed that there were more 

opportunities to operate in Umea, rather than start freshly in cities outside of Umea. IKSU, 

although being well known in Europe, at the moment has a lack of required human resource that 

could make it possible to internationalize. It showed that resource was one of the main barriers 

for SMEs in going international (OECD, 2009, p.10).  Derehe Ornber, the owner at Restaurant 

Ornen, seemed very fond of Umea and since his family resided in Umea. This was one of the 

reasons he didn‟t want to take his business across national frontiers. 

The main reason behind these SMEs stepping back from internationalization could be that Umea 

is a growing city and there are many opportunities for them to try new things. Keeping the future 

improvements within Umea such as the declaration of “Cultural city” in 2014, the SMEs seemed 

to have the feeling of more opportunities within the region. This also was a reason behind these 

SMEs having no future thoughts of taking their business outside the region.  

In case of SMEs like HHUS, Uminova Innovation, or UBI, they were more regionally based. 

Such as HHUS is there to support the university students but it has to be from the Umea 

University. The firm does have its interests in maintain foreign networks with other student 

unions but its prime objective will be to serve the students at the Umea University. Similarly, 

Uminova innovation is an organization that is totally dedicated to support new ideas coming 

from the Umea region and initiate entrepreneurial activity within the region. The organization 

also participates in various EU networks fairs and also supported the argument that foreign 

networks assist SMEs in internationalization (O‟Callaghan & Lenihan, 2008, p.565). But an 

organization such as Uminova innovation uses these networks with a sole purpose to increase 

their ability and network to serve new ideas within the Umea region.   

5.5. Importance of Culture in initiating networking  

Generally, from our findings, culture has a mixed influence in the interviewed SMEs in 

networking decision. Some of the SMEs were more interested to build relationships with 

different cultures. They were not seen to give importance to things like context of culture, or 
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ways of communication as factors important for building relationships with other firms; rather 

SMEs were more focused on the competencies of the firm it wants to make a relationship with. 

They didn‟t count the culture differences in high extent because they believe that although the 

way of doing the task may be different but the destination is same. This states that SMEs requires 

to established the networking with other companies so culture doesn‟t matter that much. 

Similarly, some of the SMEs even were influenced by culture while making networking 

decisions. 

However, it is a fact that strong network with other companies means it minimizes the culture 

distance through the frequency of communication. Yes, we agree that most of chosen SMEs were 

more concern about the business activities of other firms rather than specific towards from which 

culture they belonged. But it is also equally important to notice their background in some extent 

in terms of culture. For instance, if Uminova and Biotech run a mutual program with other firm 

then it is important to consider the mode of communication such as e-mail, fax, telephone and 

written letter. Because mode of communication will more likely depend upon the business 

culture environment of that particular firm. Yes, of course we think that during the course of 

time, they can understand and adopt each other‟s business culture but instantly it becomes quite 

difficult to communicate in a right manner. Here, we would like to draw attention that although 

SMEs may not require to go in depth (i.e. low context or high context) during communication 

with others firm‟s business culture but relational feature is critical to networking activities.  

In addition to this, level of trust is important because it reduces complexity and enriches the 

firm's opportunities and access to resources, and influences knowledge sharing. In particular, 

Uminova and HHUS, they both belong in same culture so that they can run the networking 

activities smoothly but if they are not from same culture then they have to create an interpersonal 

trust which is not common at the beginning of establishing the network. At the same time, they 

have to fight hard to gain benefits from each other‟s which results into less willingness to follow 

new paths for networking activities of both firms. However, in the global age firms have to have 

to develop routines and procedures that are dynamic and oriented towards change rather than 

emphasizing the culture background.  

However, if SMEs extending their business in international level then obviously, culture should 

be taken into account. For instance, the if SMEs of Sweden want to expand their business 

network in South Asian countries then it is very important to understand their culture such as the 

degree of power distance is high in South Asian countries whereas in Sweden it is low. Similarly, 

South Asian countries belongs to the high context culture that prefer telephone and fax as a mode 

of communication while in Sweden e-mail and business letter are authentic.  

5.6. Networking and Board Members of an organization 

Board members are one of the main persons in a firm who reflect the firm‟s strategy and 

performance decisions (Carpenter and Frederickson, 2001, p.533). It is very crucial to have an 

active board that has members who come from different experience backgrounds as they bring a 

firm access to the social network (George et al., 2001, pp. 269-285). It has been always argued 

board members are more active in organization whereas in case of SMEs interviewed in Umea 

the employees are also equally active in order to access the information. The informal network 

aids to increase the degree of relationship that is, strong personal relationship leads to high 

networking activities. In other words, they impose the social networks for setting up the business 

and to develop business in a proper manner.  It is interesting to note that through social network 



51 
 

SMEs generating trust and social capital within the network that finally create a friendly 

environment. Every SME agree that boards of directors should highlight the significant of active 

boards in order to increase the firm performance.  

 

In the SMEs interviewed, we found that the board members were very active in order to discover 

and exploit profitable opportunities. For instance, Uminova is always active towards the 

organizational resources that keeps all parts of the company alert and orientated towards renewal 

that is, dynamic capabilities. Similarly, the network between the board members also enhances 

the business opportunities because they share the scare-resources such as high technology. In 

case of Uminova, they try to find the best combination of dynamic capabilities through formal 

network. For instance, by sponsoring the venture cup program they can generate the new 

business ideas. In particular, Uminova and Umea Business School have a contract regarding 

business plan in forth module of Master in Business Development and Internationalization. 

Through this program they conduct the competition between new business ideas and reward the 

best business ideas and also support for launching the new business idea.  Here, we can see the 

direct advantage of networking between board members which finally increase the firm‟s 

performance level.  Thus, we can say that Uminova is well aware about the importance of 

interaction to create new knowledge.  

Similarly, HHUS is interested in having multicultural board members which could represent a 

large proportion of the international students at the university. Jimmy says that it brings 

dynamism to the board and believes that accessing networks of such multicultural members 

would be beneficial to HHUS.       

 

The social network is also equally important for board members because as much as the personal 

network increases the entrepreneur‟s ability to create a hostile environment. For example, in case 

of Derehe (restaurant‟s owner), the customers visited his restaurant not only for lunch or dinner 

but also for gathering and discussion. He was able to create a cozy environment that once 

customers visit the restaurant they would want to visit next time as well (at least one time). Here 

also we observed that environmental hostility increases then entrepreneurs are more interested to 

develop resourceful personal networks which finally help to flourish the likelihood of firm 

survival for long time. In addition, boards member prefers to implement networking strategy in 

order to encouragement‟ of certain actions, skills, or socially complex routines (Collis 1994, 

cited in George et.al., 2001, p.275). In relation to this statement, Uminova and Umea Boi-tech 

Incubators used to gather new ideas in suggestion databases for further development and try to 

link the board and the management to idea creation and evaluation process. Likewise, the board 

members always look at the personal networks of the key personnel in order to develop trust 

relations to potential partners and also link companies up through joint projects, mutual exchange 

of board positions, etc. 

To sum up the networking of SMEs in Umea was highly influenced from the personal networks 

in the Board of Directors. Generally the SMEs were seen to have board members from different 

areas. Uminova, for instance, has members from the university, the county plan, SLU etc. So, 

having such diverse set of members in the board, gives the firm to utilize the diverse set of 

networking.  
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5.7. Political influence in initiating networking 

From our findings, the political influence in SMEs of Umea has mostly been from the 

municipality of Umea.  Moreover, it is significant that the SMEs must interdependent with 

political actors as they may gain support or be hindered. It is very clear that the business 

performance relies on the relationship with business or non-business interaction. SMEs 

interviewed in Umea were also highly influence by the political organization and political actors. 

To be more specific, the municipality has been supportive towards the development of SMEs and 

they have some expectations out of their operations.  

The municipality makes two routes of interaction with SMEs in Umea; namely on the basis of 

business performance and business relationship. Since the business performance is affected by 

the direct relationship between political and business actors and another is simply via direct 

business relationship. The municipality of Umea has been always trying to develop the Umea 

region and therefore are seen supportive towards the SMEs operating in this area. Realizing this 

expectation and support, SMEs seem to have been trying to involve themselves in various 

networks in order to achieve their goals through access of resources they lack. In addition to this, 

the degree of supportiveness of municipality can be analyzed as being higher rather than 

coercive. The municipality seemed well known about the fact that SMEs are major source for the 

increase in GNP, employment and the development of local industries. For instance, Uminova 

increase the number of employment through establishing the new business firms and at the same 

time increase in GNP.  

 

Another important reason of healthy relationship between municipality and Umea‟s SMEs was to 

avoid uncertainty. Furthermore, it is significant to tackle with environment uncertainty so that 

they can reduce ambiguity and increase the opportunities. For example, political actors may link 

the firm to external resources and may create the new resources internally. If we analyze the case 

of HHUS then they have a supportive action from municipality where they conduct such a 

mutual program which was beneficial to their respective target. Particularly, different politic 

party organize awareness program with HHUS which is a kind of advertise of that particular 

party on the other hand, HHUS also get sponsorship (financial or non-financial) to continue their 

daily activities. Similarly, Uminova gets the financial support from municipality or we can say a 

country council in order to run the organization. This way the Umea‟s SMEs and municipality 

emphasize on relationships and networking activities in order to preserve the firms‟ long-term 

performance. Therefore SMEs in Umea are seen to have a good relationship with the 

municipality.  

Most importantly! Business relationship should be pure and healthy because all the political 

connection depends on the business relationship (supportive action or coercion action) in order to 

improve the firm‟s business performance (Pourmand.F, Hadjikhani.A & Thilenius.P, 2008). 

After attaining the business relationships, it becomes possible for the political actors and 

business actors to become active in order to buildup the business network for mutual benefit.    

As far as coercive action by the municipality is concerned, it seems unclear about the influence 

towards networking activities in the sense that the respondents answer were not clear whether it‟s 

a coercive influence or not. But the municipality has some expectation over their support to the 

SMEs. Although these expectations were not clear, we found that SMEs like Uminova 
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Innovation needed to deliver some performance over a certain period as expected. For instance, 

in context of restaurant, the standard of food needs to be maintained healthy for it to continue its 

operation. 

To conclude this chapter, we consider these all SMES with their respective informants.  When 

we analysis all these factors that influence the networking activities then we found that both 

networking (formal and informal) which was followed by SMEs are vary in different 

perspectives. It is clear that SMEs need to adopt whole different approaches to strategic planning 

and for management which can enable it to set up an extensive infrastructure based on shared 

resources that they do network with other forms.  Similarly, in order to maintain the good 

network between SMEs, they held the information to each other‟s work and shared the goals of 

improving work efficiency and performing their tasks more effectively. This leads to increase the 

number of interrelated duties and tasks. This implies that every SMEs require to strengthen the 

structure of network for healthy relations. 
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CHAPTER SIX 

 

CONCLUSIONS 

6.1. Conclusion 

With the analysis and discussion in the previous chapter, we think that we are able to answer our 

research question. 

What are the motives or the factors that influence the networking activities in SMEs in 

context of Umea, Sweden? 

In order to answer the question, we first made an investigation in the literature that could affect 

networking, and then we proceeded on the empirical finding whether these factors were relevant 

in case of SMEs.  

We had derived the Oliver‟s six contingencies of inter-organizational relationships, resource 

dependency, culture, internationalization, inter-organizational learning, board members and 

political influence as the factors that are related with networking activities. From our empirical 

study and its analysis and discussion, we also derived the degree of influence each factors have 

in networking decision of an SME. The “High” and “Low” degree have been defined in our 

conclusion according to the subjective preference stressed by the interviewees. The following 

table explains the factors and their influence in initiating networking activities which was 

derived from the empirical study conducted in SMEs of Umea, Sweden. 

  

Factors Reasons for generation Influence in 

Networking 

activities 

Resource 

Dependency 

Environment uncertainty leading to resource 

interdependence between firms 

High 

Reciprocity motive Motive to have cooperation with other firms 

in using resources 

High 

Efficiency motive Motive to improve the output of the firm High 

Inter-

organizational 

learning 

Related to learning through sharing of 

knowledge and experience between firms. 

High 

Board members 

influence  

Handling non-routine function through 

personal relationships 

High  

Political influence  Political parties‟ or bodies‟ influence in the 

firm‟s performance (Coercive/Supportive)  

High (Supportive) / 

Neutral (Coercive) 
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Necessity motive Regulatory body that enforce firms to 

participate in a network  

Low 

Asymmetry motive  Gaining power over resources of other 

firms. 

Low 

Stability motive reduce uncertainty and risk from the 

environment 

Low 

Legitimacy motive Motive to build the image of the firm. Low 

Culture  Influence of culture in communication 

(trust) 

Neutral  

Internationalization  Taking firms operation beyond national 

boundaries 

Neutral  

 

 

 

Conclusion 1: 

In Umea‟ SMEs, the board member and employees are equally active in developing networks 

since they are using their own personnel networks. This is the reason why board members highly 

influence the networking activities. Likewise, the learning through networking is become 

important factors for networking activities because it developing new and existing networks 

through learning by doing approach. Generally, the learning through network is done through 

knowledge, experience and know-how.  Inter-organization learning factors create the new idea to 

enhance the business. The resource dependency factor is also equally important because it assists 

to put SMEs update in day to day business i.e. dynamic environment. SMEs were also highly 

motivated to improve their efficiency through networking, as these firms focused more on 

building their competencies. Last but not the least, political factors also highly associate with 

SMEs of Umea because there is very positive relationship between them that is, supportive 

action from municipality Umea.  

SMEs in Umea are seen to establishing their network in a causal way i.e. informal network. They 

prefer verbal contacts, face to face and on the telephone and so on.  On the basis of an analysis of 

these factors the SMEs of Umea were seen to emphasize more on its personal relationship. It 

reveals that these dimensions are contributing to the sustainable development and social progress 

of SMEs business.  

 

 

 

Fig: Factors and their influences in Networking Activities Source: Self made  
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Conclusion 2: 

The motive of necessity from networking is less seen in SMEs in Umea, because although there 

exists legal bodies that govern their activities, they do not enforce the SMEs to participate in a 

network. SMEs were seen to have asymmetric motive towards resources of other firms through 

networking as they believed in cooperation over the use of resources (reciprocity). They were 

also less influenced by the stability motive from networking activities. The reason behind this 

could be that the SMEs who were interviewed were competent in their respective markets to deal 

with the uncertainty from the environment, and also that the economy of Sweden being 

economically strong is less volatile. This result on stability motive differs with the theoretical 

perspective of the topic, as according to Oliver (1990), stability motive refers to be able to 

minimize uncertainty and forecast the outcome of activities through networking or inter-

organizational relationships. But through our results we can say that the extent of stability motive 

through differs with the economic position of the SMEs or the economic state of the nation the 

SME is located. Since the SMEs were seen to focus more on the output generated from 

networking, they had less of legitimacy (image building) motive.  

Conclusion 3 

Through our interviews, factors such as culture and internationalization were found neither high 

nor low i.e. neutral. Although, the SMEs regarded these factors as an influence towards 

networking activities but they showed little interest in these factors in reality. Like SMEs said 

culture was an important factor while performing networking activities, but in reality they did 

not consider cultural differences while communicating (exchange of information) with other 

firms. The interesting fact obtained from our study was that internationalization was not 

considered an important motive of networking activities by Umea‟s SMEs. The reason was less 

on resource incapability, but was more on the opportunity they had in a growing city like Umea.  

6.2. Limitations and Suggestions 

Since our study was done on SMEs in case of Umea, Sweden, our results will not be able to 

generalize in case of all SMEs situated in different regions. Similarly, we have also taken SMEs 

that operates its activities closely in relation to the Umea University. But from our study we 

realized that the factors that initiate networking activities among SMEs differ with economy that 

the SME belongs to, developed or non-developed. For instance, the reason behind culture not 

being an neutral influential factor in networking for SMEs in Umea could be due to the adaptive 

capability of the people of Sweden which is associated with the development of the country. As 

the economy or the business environment of Sweden is less changing, SMEs therefore were seen 

to have less motive of stability from networking.  

The factors discussed in our study are such that they will vary from entrepreneur to entrepreneur 

and again that they will vary depending which network actor is engaged. Likewise, it is found 

that business owners are likely to have a more extensive range of networks than their employed 

counterparts and will spend more time engaging in networking. This aids the small business 

owners to aware of the benefits that particular network relationships had for their firms. 

 

We suggests that it is necessary to continue multilateral exchange of information, knowledge, 

experience and best practices with a view to strengthening partnership and better cooperation 
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among SMEs in Umea, Sweden. As a result, major opportunities are identify in public and 

private sector actions to help SMEs in order to improve their networking activities. 

 

6.3. The Contribution of the Study  

 

Our research suggested various factors that influence in initiating networking activities among 

SMEs. Since networking is an important topic to study, we conclude that our research can help 

such study as we focused on the factors that lead to networking. These factors are the source that 

makes SMEs to involve in networking activities, so the knowledge of these factors is very 

important.  

 

6.5. Suggestions for Further Research  

 

In our study, we have included various factors that initiate networking activities in SMEs. 

Although these factors may not influence particularly in Umea, Sweden but these are highly 

relevant factors for the Umea region. Since the results of an empirical study conducted on a 

region cannot be generalized, we think that empirical studies like these can be done in other 

regions such that the results can be compared and a more generalized conclusion can be 

established. Among the various factors related with networking, we have not been able to cover 

all these factors. Being this as a limitation of our study, further research could be done on these 

relating new factors that could initiate networking activities in SMEs.        
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Appendix 

We are the students of Umea Business School and this research is for an academic thesis. 

We would more than grateful if you could give your short time in contributing to make our 

effort into success.   

     Semi-structured Interview guide 

1. General Information 

 What is your role/duty in the company? 

 What is the core business activity of your company? 

 Are you a part of any network (relationships with other firms)? If yes, what 

motivated or influenced you to enter this network? 

 What is the importance of networking to your company? Do you think it is 

important?  

   

2. Resources information  

 What are the resources that your organizations possess? (Tangible and Intangible)   

 In your opinion, do you think networking helps to access the resources your 

organization‟s lack? 

 Do you think networking assists in improving your firm‟s efficiency? 

     

3. Environmental and cultural influence: As you know the business environment is very 

dynamic, uncertain, full of risk and we cannot always access the resources from the 

environment. Similarly, by culture it means the similarity in norms, values and behavior.   

 

 Does this uncertainty compel you to have inter-organizational relationships with 

other firms? Does it reduce uncertainty? 

 Is there any governing or legal body that enforces you to enter in to a network?  

 When you make a decision to establish a relationship with another firm, how 

much influence does culture have on the decision? 

 

4. Power over resources of other firms (Asymmetry) or cooperation in resources use  

(Reciprocity)  

 Does networking hold the motive of Asymmetry or Reciprocity? 

 

5. How much do you give importance to image (Legitimacy) of your firm? Does that affect 

your networking decision? 

 

6. Internationalization: doing business beyond national boundaries. 

 Does your firm operate outside Sweden? 

 If you have, what made you decide to internationalize your firm? 
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 How much did your network assist you in the process (of internationalization)? 

 Do you see internationalization as a motive behind approaching any relationship 

with a firm? 

7. “Learning through networks”, Do you regard this statement as a purpose of your network 

with other firms? Learning referring to knowledge of new ideas, techniques or 

experience. 

 

8. In what way do you think a Board‟s networking strategy is positively related to financial 

performance of your firm?    

 

9. To what extent board members influence the degree of interaction and counseling 

between CEO and outside directors? 

 

10. The board members solve the non-routine problems or challenges through the external 

network they have. How does the board of your organization perform this process? 

 

11. How do you respond to the decisions of political organizations (like EU)? Do you find 

them supportive or coercive (force)?    

 

12. What approach do you take to cope up with this rules? Is the approach adaptive( trying to 

cope up with the rules) or passive (doing nothing)? 

 

13. Do these decisions enforce (11 and 12) you to be a part of a network? 

 

14. How does your company react (adaptive or passive) to change the coercive behavior and 

strengthen the supportive behavior?  

  

15. What are the other motives you see in networking besides the ones in the above 

questions? 
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Transcription of the interviews  

IKSU: Ola Viklund (Account Manager) 

1. What is your responsibility in the company? 

I work with sales towards companies which is my main work. But I have been involved here 

in IKSU for 10 years, so I have been working with marketing, sales, information with other 

companies, front desk etc. Therefore, I know a little of every activity within IKSU. I think 

that‟s why they send you to me for the interview. 

2. As IKSU as a company buy different gym equipments from various companies, 

what do you think are the factors that motivate IKSU for going into network with 

those companies? 

Price is of course an important factor. Besides that quality is another big factor that 

influences the decision of going into relationships with such suppliers. Similarly, we also 

take service agreements into consideration which means if the companies are able to provide 

after sales services for the equipments bought. If we buy a gym equipment it will not be 

useful if it lacks quality or if there isn‟t a personal from the suppliers who can come to fix the 

equipment if there is any problem. This becomes important when buying machineries like 

gym equipments, group training equipments or golf simulators.  

During the last 10 years we have built or expanded a lot, so building contractors is also 

another negotiation that we need. They have to hold the timetable as our business cannot 

stop. When we choose a building contractor quality, time and price is also equally important. 

Therefore these criteria of quality, price and time management exist even when we buy 

simple equipments like copying machines, money transferring services etc. 

3. Talking about the resources, as we know that companies need to depend on other 

companies on the resources they lack? So how does this dependency enforce your 

company to participate in a network? 

It depends on what resources there are. I wouldn‟t say IKSU lacks any resources at present. 

We are dependent on other companies, but still we are quite content with the resources we 

presently possess. So, the time we need others is when we decide to expand in this or that 

area. Politically, we are dependent on the university because they send us so many clients or 

customers which include all the staff (about 2000 people) and students (about 8000 people). 

The university clients include a big part of our customer stock. Although, IKSU is privately 

owned, it believes to have a good connection or network (dialogue) with the municipality. 

The municipality helps to market us outside of Umea, and in the other way around they use 

us in their marketing saying IKSU is a good place to attract new people to come to Umea. 

There are few things that can help in attracting new people to Umea which includes the 

university, IKSU, hospital and the design school. Therefore, there is a codependence with the 

municipality (we need them, they need us).  

4. Therefore is there a supportive action from the university or hospital? 

Yes, and even the municipality they like us which is a very good relationship. 
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5. Did these organizations (like municipality) directed or forced you to perform your 

activities in a certain manner? 

I wouldn‟t say they forced us other than tax law. The law book confines us to what we have to do 

otherwise we are quite free or allowed to do whatever we want. But, we have put our own rule in 

some areas. We have said to the municipality for instance that we won‟t be doing competitive 

swimming in our swimming pool. We will build a swimming pool but we will not conduct 

swimming competition, because there is already a municipality swimming pool which conducts 

such competitions. We won‟t start a badminton section for competition, because it already exists. 

So basically we have said to the municipality that we will not start any businesses or events 

involving competition which has been already started or which already exists in Umea. That‟s 

how we live or adapt in our surroundings. We don‟t do things if there is no need of it or if it 

already exists. But it‟s not a demand from anyone we think it‟s politically correct to be a good 

listener. 

 

6. What do you think are the resources that IKSU has? 

I think, the staff in IKSU is extraordinary. If you work in a sports club you don‟t make a lot of 

money, but the people who work here enjoy here. I think they put a little extra effort in whatever 

they do and that‟s why they like it here and we get the best out of them. So, the staff is definitely 

a strong resource. And since we are so big and well known in Umea, we can attract the best 

employees (if u take the group training instructors we can attract the best of them). They have to 

deliver each time to go into a class, so we can attract the best ones which is a big advantage for 

us. So the staff and our image in the market is an invisible important factor.  

We don‟t see ourselves having competitors in town. We are so much bigger than they are and we 

should be able to attract all of Umea, but it doesn‟t work that way. Health facilities are 

geographical, as people train where they live or whey they work or close to it. So that‟s why the 

other gyms survive. Like, we have almost 20% of population of Umea as members, which is 

huge but there are others in the business as well. So we don‟t regard the other gym owners as 

competitors but rather as colleagues. I think competition is good and it wouldn‟t be good if we 

were the only gym in the town. So, dynamically we have to do good things. 

We have interactions with some of the other gym clubs. We help them with providing 

instructors, conducting events, guest classes. But some of the gym clubs are regarded as 

competitors and   

 

7. So are you planning to extend IKSU’s operation outside Umea? 

We are thinking about operating in other places in Umea, and in other parts of Sweden. As you 

know we have two facilities, IKSU gym and IKSU Spa facility which is located in the other side 

of the town. May be we could extend in a five year period, but we are not thinking about starting 

a franchise even if we could because we believe we have a lot to do here. Right now we don‟t 

have the staff to extend our operation. 
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8. How many employees does IKSU have at present? 

If you count them in heads, they are 250 persons, but most of them are part time instructors who 

work two times a week. But if you make a full time list them it‟s about 65 employees.  

How many board members?? 

It‟s around 9 board members. But every member of IKSU is a co-owner of IKSU and they can 

cast a vote in the annual meeting, but many people do not know this information. That makes us 

private but we are owned by our 19000 members.  

The voting takes place at the end of March. 100-200 people participate. The members can vote 

for who they want to see in the board. It‟s difficult to run a 8 million SEK business. 

9. How many kinds of training does IKSU offer?  

We have always said that IKSU offers 33 kinds of training.  

10. Since IKSU is one of the biggest in Umea, has it though about going into 

collaboration or networking with sports club in bigger cities like Stockholm? 

Yeah! Definitely. First of all we have a network with other university facilities. They called a 

club like IKSU as a campus club, as it is situated near to the campus but it is privately owned. 

And many other cities like Stockholm, Gothenburg, Helsinki (Finland) have similar facilities. So 

we have a network where we exchange information. 

11. How much do you take this network as  a learning experience? 

Not that much, because we are still in the front of developing so a lot of people come to us to see 

how we are doing it. So we have to look around the world to look for new trends cause I mean 

we look at the training business (what‟s new, hot and coming). We also look at the information 

technology, computer technology (how to improve our business). Like for example if you are a 

member at IKSU, you need to swap the card to get in but this is an obsolete kind of 

identification. By this I mean if you get your card you could lend it to someone. This is the kind 

of things we are looking at to stay in front of the development.  I mean we need to have so much 

more than buying gym equipments. 

So you are trying to get those information from sports around the world o 

Anywhere we find it and it doesn‟t need to be a sports club like a computer distributor. We had a 

guy from china who was trying finger prints identification, but it didn‟t work. We have been 

looking at retinal scans (eyes) and other ways to improve the identification process 
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12. Is there any department like R&D that looks  into these new technologies? 

No, there isn‟t any separate R&D department. Every sections at IKSU runs its own R&D 

activities. The group training, gym, market sales look for new things on its own. The group 

training for example picked up “Zumba” as a new training facility.  

 

13. Are the networks or relationships formal or informal?  

We have both formal and informal networks. As I said our network with the university is very 

formal but then we have lot of informal relationships as well. I mean we have 120 business 

customers which have their employees training out here. So that‟s good as we have a wide 

variety of business organizations as our customers which is also kind of a network. Then we 

have our suppliers who supply every equipments or thing to us which is also kind of an informal 

network.  

Many of the board members are on the basis of competence. Usually we look outside the house, 

with someone who is related to IKSU. Today we have students as well in the board because we 

need students‟ perception as well. We want the board to be more dynamic which involves 

members from various organizations. 
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Restaurang Ornen: Derehe Ornber (Owner)  

1. How are you making your relationships with your customers? 

I have a restaurant business and a catering business as well.I make food of different 

countries. My workers come from different countries, so we make different countries‟ food. 

This is a specialty that we make varieties of food cuisines.  

2. How much do you need to depend upon your resources? If suppose you want to 

operate your business outside Umea, then what resources do you think is required to 

take that decision? 

Well somebody had offered me to start a new restaurant outside of Umea, but I denied the offer 

because I want to work in Umea. I had offers coming from cities like Gothenburg, Sundsvall and 

Stockholm also few weeks ago, but I gave an answer as “NO”. This is because I want to stay 

here in Umea as I have my family here and I don‟t want to go everywhere. It is not because of 

my family but more of the experience I have in Umea.  

3. What do you think is important to maintain relationships with your customers like 

the University? 

Well I opened this restaurant 6 years ago. I had a 15 years experience in restaurant business and 

it was then I decided to have a restaurant of my own. In the beginning stage of this restaurant, I 

had 6 persons coming to eat. Gradually it increased in a couple of days to 25 persons who were 

coming to the restaurant. I was asked by my wife about managing the service to these many 

people alone. At that time I was doing all the activities like cashier, dishing, cooking etc. myself 

and I did it for 2 years.  

Well I have a good relationship with the customers like university. Around 100 persons eat the 

food from my restaurant every day. I don‟t have any Face book account‟s because I don‟t need it. 

Customers come and they express their gratitude for the good food that is served and I believe 

that each of these customers will plan to visit the restaurant again. Customers have been so 

familiar with the food that is made that they enquire about the food that was served in their 

previous visit. So I think it‟s important that the food that is being made in the restaurant should 

be of good quality and soothing to the customers. Similarly, my communication skill also plays 

an important role in maintaining relationships with customers.  

 

4. Is there any legal body or law that needs to be followed by a restaurant business like 

yours in Umea? 
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Yes there are laws regarding the production of healthy foods for the customers. There are 

persons coming from Health control (Kommunera Umea) who inspect the food that is made in 

the restaurant.  

They are not a forcing body but a supportive body who have a rule that the customers must be 

served with a healthy food, and that is important for us as well. The Health control have laws 

regarding the defreeze, freeze, maintaining temperature of the food and various like these which 

needs to be written. They are very supportive. 

 

Price is an important factor that determines the relationship that I have with other restaurant 

business owners.  

I don‟t know about operating outside of Umea. Some guys are there from Stockholm who are 

wanting me to sell my business in Umea and start a new business in Stockholm. They say that it 

would be an opportunity to be big in the business, but I denied the offer as I am known in Umea.   

 

 


