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The Island Vievv of Relationship
Marketing and Netvvorks
This is a densely packed special issue of Irish
Marketing Review entitled 'The Island View of
Relationship Marketing and Networks'. Its aim is
twofold. The first is to bring together, in one
volume, sample research material from Ireland of
researchers in the field of relationship marketing
and networks. These researchers often meet internationally but, to date, have not been presented as
an all-island network. The second aim is to present
a listing and profile of researchers and PhD students in Ireland working in the field. The articles
in the volume represent one from each research
institution and are representative of the individuals
rather than the tradition of the institution.
Research in relationship marketing and networks
in Ireland is thriving. The editor of this special
issue had little difficulty sourcing articles, reviewers and support. This is appreciated. If, on publication, anyone is left out, this was not the intention and every effort has been made to be
comprehensive. Given the number of researchers
and the scale of the research network, perhaps a
second volume could result? The authors often
meet at international conferences and in networks
but may have little interaction with each other
outside these forums and may not be aware of the
range of each others' work. This volume should
create such awareness and may stimulate joint
research projects and perhaps an Irish network.
The starting point for this volume was an informal
set of conversations of the 'Wouldn't it be a great
idea' variety. These conversations were fuelled by
the editor of Irish Marketing Review who encouraged this editor to actually do it. On contacting
the authors and institutions the response was rapid
and affirmatory. Initially, this editor felt that just
enough articles might be 'found'. Instead, the
island of plenty proved bountiful! It is hoped that
this snapshot of ome researcher in each institution showcases the range of current work, and that
the bibliography provides clue to deeper patterns
within the institution.

Diversity of Subiect
The picture presented by the authors in this edition is one of diversity of subject and method.
The diversity of subject is understandable,
«:> Mercury Publications

although a full analysis of the bibliographic data
presents common themes across institutions. Both
consumer and business-to-business markets feature as do large and small firms. The subject
diversity is laudable and good for Irish practice.
This subject diversity shows the scope of the field
yet an examination of themes shows communalities that leave room for researcher co-operation in
Ireland.

Diversity of Method
Turning to methods, there would appear to be
great variation in both philosophic approach and
in actual data collection method. No one view of
relationship marketing and networks emerges, neither does one approach to method. Two aspects of
comparison are worth noting. The first is a group
of authors who engage with an embedded view of
actors. Typically, this results in a theoretical
approach such as social exchange. These authors
are therefore connected epistemologically. The
second aspect of network community among the
authors is the extent to which they emerge from
European traditions of marketing research. This is
a moot point in academia but suffice to argue that
many of the authors emerge from what might be
loosely termed the IMP (Industrial Marketing and
Purchasing) group 'family' and 'tradition'. Authors
from this tradition usually take an interaction
approach to the study of markets and networks.
Readers can take a further look at research in this
tradition at the IMP website (www.impgroup.org).

New and Old Marketing on the
Island
Consumers and organisations are part of large
social systems, interconnected one to the other
and thus, in action, are constrained, enabled,
changed through their interaction rather than as
independent actors or recipients of the marketing
toolkit. Advocates for marketing as an agent for
social change and social construction would support this perspective. Of course, at extremes, it
may also be viewed as promoting market inefficiency and collusion. Cooperation does not mean
harmony but connectedness can smooth volatility.
However, in this volume, authors who view relationship as entities capable of being managed by
the firm have also found a home. This approach is
3
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closely aligned to traditional marketing as activities controlled and directed by the firm rather
than in the relationship.
Given the theme of this edition, it was a challenge
to present an article order for the reader. However,
the final choice should be interesting to readers
and has some loose rationale for the placement of
articles. Patterson and O'Malley make the case for
researchers and practitioners to view the consumer's relationship to the brand through brand
communities rather than at an individual level.
Gilmore et al. raise questions about marketing
competency development in SMEs using networks. They examine the constraints faced by
owner-managers of SMEs in transferring their
personal contact networks to employees using data
from Ireland and Australia. Lynch and O'Toole, in
a large empirical study, found that the practice of
involving users and third parties in the new product development process is underdeveloped in
Ireland, and the application of relational tools still
in its infancy here.
Keating and McLoughlin extend the network
approach to the shaping of entrepreneurial ideas in
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the early stages of a firm's start-up. McCarthy looks
at the role of trust in cultural networks in the performing arts sector. The network coordinator, often
artistic director, plays a crucial role as trust builder
enabling what are usually temporary (for example,
a specific performance) organisations.
Kennedy presents the context in which electronic
customer relationship management (eCRM) can
be best implemented and developed as a core relational tool. The paper also provides clues as to
current opportunities through its many examples.
The last two papers present reflections/studies of
actual networks. In the case of Brady and
Brennan, a research network, the Institute for
International Integration Studies (IllS), and in the
case of Torres and Whyte, an industrial network,
Information Technology Association of Galway
(ITAG), aimed at skill development but achieving
little strategic collaboration or knowledge transfer
between its small and large members.

Thomas O'Toole
Waterford Institute of Technology
September 2006

-
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RESEARCHERS' PROFILES AND
NETWORK
Thomas O'TOole
The biographies and biographic information summarised below represent a
network of researchers and PhD students in relationship marketing and
networks in Ireland. The researchers come from a variety of perspectives
and use many diHerent methodologies. The list is comprehensive but
not exhaustive.

Dublin Institute of Technology
Conor Horan joined DIT from industry where
he was a project manager and editor for the Irish
Times Business 2000 project. Previous to this
Conor was responsible for the development of
Golden Pages Online and CD Rom. He has
researched in the area of online marketing, ecommerce strategy and bibliometrics. His particular area of interest is inter-organisational knowledge creation and management. Conor is a
member of INTRE (Ireland's Network of
Teachers & Researchers of Entrepreneurship) and
the IMP (Industrial Marketing & Purchasing)
Group. He is published in a number of refereed
journals including the Journal ofBusiness Research,
Journal of Strategic Marketing and Industrial
Marketing Management.

Current research interests focus on competence
theory, marketing strategy and relationship marketing. His work has been published in the
European Journal of Marketing, Journal of
Marketing Management, Journal of Strategic
Marketing and Irish Journal ofManagement. He is
a member of the Contemporary Marketing
Practice (CMP), a global network of marketing
researchers. He has been a visiting professor at the
University of Ulster, Northern Ireland, and a visiting fellow at the Graduate School of Business,
Columbia University, New York, and at the
International Institute for Management Development (IMD), Lausanne.

National University of Ireland,
Galway
Ann M. Torres is a lecturer in marketing at

Carol Kelleher is a lecturer in marketing, research
methods and international marketing in the
Faculty of Business at DIT. Previously e-channel
programme manager with eircom, EDB 4tel,
and management consultant with Quaestus
strategy and management consultants. Research
interests include: relationship marketing, CRM,
eCRM, e-government-citizen relationship marketing (CzRM) , services marketing and the strategic
use of technology in marketing.
Aileen Kennedy is a lecturer in services marketing
in the Faculty of Business at DIT. Research interests include: services internationalisation and entry
modes;
customer relationship management
(CRM); electronic CRM (eCRM); and citizen relationship marketing (CzRM). Currently involved in
research projects exploring CRM adoption and
implementation within Irish SMEs; online retailing
and e-government policies and practices.
Dr Aidan O'Driscoll is a senior lecturer in marketing and strategic management at DIT, and is
founder and editor of Irish Marketing Review.
il:> Mercury Publications

National University of Ireland, Galway. Her
research interests are in entrepreneurial strategies,
innovative marketing practices and networks.

Trinity College Dublin
Dr Mairead Brady is a lecturer in marketing at
the school of business, Trinity College Dublin.
Her research interests focus on the analysis of contemporary global marketing practices within the
transactional to relational perspectives and the
assimilation of information and communication
technologies (ICT) into marketing both internally
and externally. She is an active member of the
Contemporary Marketing Practice (CMP)
research programme, an international research
group. This research group publishes comparative
studies of marketing practice worldwide. She is
also a research member of the 'Business as a
Conduit for Globalisation' research network
within the IllS (Institute for International
Integration Studies), Trinity College Dublin.
Dr Louis Brennan is senior lecturer in business
studies within the school of business at Trinity
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College Dublin and a research associate within the
Institute of International Integration Studies at
Trinity College. He teaches courses at undergraduate, graduate and executive levels in international
business and operations strategy. He is the Irish
coordinator for the International Manufacturing
Strategy Survey network. Dr Brennan has served
as a faculty member at several universities in
America, Asia and Europe. He has published
widely in his areas of interest. His current research
interests include international manufacturing
strategy and the evolution and organisation of
global supply chains.

University College Cork
Dr Donncha Kavanagh is senior lecturer in management at University College Cork, the National
University of Ireland, Cork. He has published in
the fields of marketing, management, and organisation studies. His doctoral research in Lancaster
University employed actor-network theory to
analyse industrial networks in project environments. This research built on ongoing work by
Luis Araujo and Geoff Easton in Lancaster and
also on pan-European studies of industrial marketing and purchasing.
Dr Breda McCarthy is a college lecturer in marketing in the department of management and
marketing, UCc. She joined the department in
2001, having previously lectured at Waterford
Institute of Technology and NUl Galway. Her
main research interests at present focus on embedded relationships, networks and the management
of cultural projects.

University College Dublin
Dr Sean de BUcca is a senior lecturer in marketing at the UCD Michael Smurfit School of
Business. He held the position of associate dean of
international affairs for UCD School of Business
in 2004-2005. He has been associated with the
Industrial Marketing and Purchasing (IMP)
Group for more than 20 years and is a member of
the IMP 2 Research Group. He currently lectures
in international marketing, business-to-business
marketing, and marketing management and was
director of the executive MBA programme. His
main research intere t is focused on the management of business relationships in international
business markets and he ha published widely in
6
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this area in books, management journals and
international conferences. His book International
Marketing: An SME Perspective was recently published by Pearson.

Dr Susi Geiger lectures and researches at
University College Dublin. Her main areas of
interest are interpersonal relationships in marketing, with specific emphasis on business-to-business selling. She has published her research on
these issues in a number of international marketing journals including Industrial Marketing
Management, Journal of Business and Industrial
Marketing, European Journal ofMarketing, Journal
of Retailing and Consumer Services (both forthcoming, 2006), and others. She is a member of
the editorial board of Industrial Marketing
Management.
Andrew Keating is a lecturer in marketing at
UCD Michael Smurfit School of Business. He has
published a number of papers on network and
market themes in journals and also has presented
at IMP conferences as well as being a member of
the cross-disciplinary STS (science, technology
and society) consortium and has presented papers
on a number of occasions at its conference. His
research deals with the organisational processes of
firms and the shaping influences of networks
upon start-up firms prior to relationship initiation
in the life sciences.
Dr Darnien McLoughlin is a senior lecturer in
marketing and director of the marketing development programme at the UCD Michael Smurfit
School of Business. In 2004, he was a visiting professor in marketing at the S.c. Johnson Graduate
School of Management, Cornell University
(USA). He has been associated with the IMP
Group for more than ten years and chaired the
1999 annual conference in Dublin. He is also a
member of the IMP Market Studies Group which
was formed in 2003 with the intention of expanding understanding of markets within marketing.
He is a member of the editorial board of
Industrial Marketing Management and Journal of
Business-to-Business Marketing.

University of Limerick
Dr Deirdre O'LougWin is a lecturer in marketing at the University of Limerick. She has published extensively from her PhD research which

Researchers' Profiles and Network

-----------------------------------------------

focused on relationship marketing and branding
issues within the context of financial services. The
research has been published in several scholarly
outlets including the Marketing Institute ofIreland
(MII) Quarterly, Journal of Financial Services
Marketing, International Journal of Bank
Marketing, Journal of Strategic Marketing, Journal
of Consumer Behaviour, Journal of Marketing
Management and Irish Marketing Review. Her
contribution to RM research includes profiling
consumer relationship typologies in addition to
highlighting supply-side and consumer-related
challenges to the implementation of RM within
financial services.
Dr Lisa O'Malley is a lecturer in marketing at the
Kemmy Business School, University of Limerick.
Lisa has held previous positions at Nottingham
University, Cardiff University, and the University
of Glamorgan. She has published widely in the
area of relationship marketing including a textbook and articles in the Journal of Business
Research, Service Industries Journal, European
Journal ofMarketing, Marketing Theory, Journal of
Marketing Management, Journal of Strategic
Marketing, Irish Marketing Review and other
scholarly outlets. Lisa's primary focus within RM
has been on the troubled implementation of RM
in consumer markets and on the utilisation of the
interpersonal relationship metaphor.
Dr Maurice Patterson is a lecturer in marketing
at the Kemmy Business School, University of
Limerick. He held previous positions at
Nottingham University, Nottingham Trent
University and the University of Glamorgan. His
output on relationship marketing includes a leading European textbook, a couple of book chapters,
and papers in the European Journal ofMarketing,
Marketing Theory, Journal of Marketing Management, and Journal of Database Marketing. His
main focus within RM in recent years has been on
relationship initiation and the troubled implementation of CRM.

University of Ulster
Professor David Carson is professor of marketing
at the University of Ulster. His research interests
lie in marketing for SMEs and service industries,
particularly in travel and tourism. He has publi hed widely in the e areas. He has wide business
experience in both con ultancy and directorship

roles. He is joint editor of the European Journal of
Marketing and president of the Academy of
Marketing.
Professor Audrey Gilmore is professor of services
marketing at the University of Ulster. Her teaching and research interests are in service marketing
and management, SME marketing, management
wmpetencies and networking and qualitative
research methodologies. Much of her research has
focused on how small business owners do networking to improve their business decisionmaking and how SMEs build relationships with
other businesses and customers in order to be
more effective in the market place. She is joint
editor of the European Journal ofMarketing and is
on the review boards of leading academic journals
in the UK, Europe, and USA. Currently she is the
Ireland Regional Chair of the Academy of
Marketing and a member of the Academy of
Marketing Research Committee.
Dr Pauric McGowan is the director of the
Northern Ireland Centre for Entrepreneurship, a
partnership between the University of Ulster and
Queen's University of Belfast. The centre is
engaged in pushing the agenda for entrepreneurship within the faculties of science, engineering
and technology (SET) and in encouraging a
greater engagement in that agenda by students at
all levels as well as staff. Dr McGowan's research
interests lie in the area of strategic marketing
decision-making in entrepreneurial firms and the
role of networked relationships in this core management activity. Current research projects focus
on buyer-supplier relationships, networks in
technology clusters, understanding knowledge
processes in new technology based firms and the
dynamics of networks utilised by male and female
entrepreneurs.
Dr Aodheen O'Donnell is a lecturer in communication and advertising. Her research interests
include small firm marketing, and her doctoral
research focused on how small firm owner-managers build networks and use the process of networking to further their businesses. Prior to this,
Aodheen worked as a research assistant with
David Carson and Audrey Gilmore in their collaborative research on SME networking activities
with Ken Grant, Richard Laney and Bill Pickett at
Monash University, Melbourne, Australia.
7
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Waterford Institute of Technology
Mary T. Holden is a lecturer in marketing in the
department of management and organisation at
Waterford Institute of Technology. She is a former
Government of Ireland scholar. Her research
interest is on the relationship between communication and the governance of interorganisational
relationships. She is widely published including in
Industrial Marketing Management and the Journal
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Rose Leahy is currently completing her PhD in the
University of Limerick. The title of the research is
'Relationship Marketing in Consumer Markets',
The Consumers' Perspective'. Essentially the
research examines the utility and applicability of
relationship marketing for consumers in the FMCG
sector. The research takes the consumers' perspective, a voice that has been missing from much of the
literature, and thus is very important in this regard.

ofMarketing Management.
Dr Tom O'Toole is head of the school of business
at Waterford Institute of Technology. His research
specialism is in the governance of interorganisational relationships, in particular, close relationships. Current research interests include governance forms, health care governance and regional
economic networks. His work has been widely
published and his book Strategic Market
Relationships (co-authored with Prof. Bill
Donaldson) has been commissioned for a second
edition by Wiley for 2006.

PhD Researchers
Sinead Acheson holds a bachelor of arts degree in
applied languages and a masters degree in business
studies in internationalisation. She is currently a
research assistant with the centre for management
research in healthcare and healthcare economics,
school of business, Waterford Institute of
Technology. Most recently she has commenced
her doctoral level studies in the area of patient and
public involvement in healthcare governance.
Alison Hampton is currently a PhD student at
the University of Ulster at ]ordanstown, working
in the area of female entrepreneurship. Her doctoral thesis is on female networking practices and
network dynamics within female-owned and managed entrepreneurial small firms. It focuses on
female entrepreneurs who have created and are
maintaining ventures in sectors believed to be traditionally 'male dominated'.
Yansong Hu is a PhD student at UCD Michael
Smurfit School of Business. He is also a graduate
of the MBA programme at Cambridge University.
His research follows the IMP tradition and is concerned with understanding how technological
evolution leads to the emergence of market niches
in the biotech sector. Yansong previously held a
number of managerial positions in China.
8

Pat Lynch is a PhD student in the department of
management and organisation at the school of
business, Waterford Institute of Technology. His
research interests are in user involvement in new
product development, and in relational research
methodologies. Pat holds a first class honours
degree and worked for many years in industry
before becoming a full time researcher.
Timothy McNichols is a PhD student in the
school of business at Trinity College, University of
Dublin, where he is an Irish Research Council for
the Humanities and Social Sciences (IRCHSS)
senior research scholar. His work has been published in a variety of international journals, conference proceedings and a book chapter. Timothy has
been involved as a reviewer and contributor to the
Decision Sciences International Annual Conference, Continuous Improvement Network (Cl Net),
European Information Systems Conference and
Bled E-Commerce Conference.
Aoife McDermott is a PhD student in the school
of business, Trinity College Dublin. A Trinity
scholar and an Irish Research Council for the
Humanities and Social Sciences scholar, she is
conducting her doctoral research into roles and
relationships in effective service improvement
change in healthcare. This entails a partial
methodological replication of a 3 year project in
the NHS, funded by the service delivery and
organisation R&D programme. She has links with
parallel researchers in DeMontfort University
Leicester, Imperial College London and Royal
Holloway, University of London.
Helen McGrath is a PhD student at the department of management and organisation at
Waterford Institute of Technology. Helen previously completed her bachelor of commerce degree
at University College Cork specialising in marketing followed by a master of business studies degree

-
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at the Smurfit Graduate School of Business. Her
main research interests lie in the area of SME marketing activities with a strong focus on the network approach as set out by the IMP Group. Prior
to engaging in full time studies Helen was
employed by Waterford Institute of Technology as
project information officer for EnAct (Enterprise
in Action), a micro-enterprise development initiative designed to increase the managerial capabilities of owner-managed businesses in south east
Ireland. Helen is currently funded by the Irish
Research Council for the Humanities and Social
Sciences for her research.
Yvonne McNamara is a PhD student at UCD
Michael Smurftt School of Business. Her research is
in the IMP tradition and seeks to understand the
outcomes of firm dissolution on industrial nerwork
activity. She is a first class honours graduate of the
BComm and MSc (Marketing Practice) programmes
at UCD. She previously worked for the ESB.

Marion O'Connor is a part-time postgraduate
research student at the school of business, Trinity

College Dublin. Her research interests include a
focus on contemporary marketing practices in
relation to the assimilation of information and
communication technologies in the hospitality
industry. Her work has been published in Strategy
and Leadership and she was the lead editor of the

IMI Handbook ofManagement.
l .......a Rooney is a PhD candidate in the Faculty of
Business at DIT and is completing her doctorate
in the area of relationship marketing and financial
servIces.
Annmarie Ryan is currently a PhD student at the
University of Limerick. Her doctoral thesis
research centres on the application of relationship
marketing in an art-sponsorship context. The relationship is conceptualised as a complex, dynamic,
open system, which provides useful insights into a
non-deterministic view of relationship development and ending. Annmarie has published previous work in the Irish Marketing Review, Journal of
Marketing Management, and Innovations in

Education and Teaching International
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BRANDS, CONSUMERS AND
RELATIONSHIPS: A REVIEW
Maurice Patterson & Lisa OMalley
Relationships have become very popular in the branding literature as a
result of the general focus on relationships in marketing and on the socalled anthropomorphisation of brands where human qualities and
personalities are proiected on to brands. However, the use of the
interpersonal relationship metaphor within the branding realm is not
without its problems. This paper reviews the emergence of the literature on
brand consumer relationships, considers problems with the concept and
suggests opportunities for future development.
More critical appreciation of the roles of brands in our lives points towards
a brand community perspective that acknowledges the network of
connections between a brand's various publics. This perspective avoids the
pitfall of stretching the interpersonal relationship metaphor too far and
provides a strong foundation upon which brand managers can build.

Introduction
Over the past decade there have been a number of
calls within the branding literature for a consideration of brand-consumer relationships (BCRs)
and, certainly, it appears that the term relationship
is fast infiltrating the branding vernacular. Such
calls are not without foundation and there are a
number of factors which provide a strong rationale for them. First, relational approaches to marketing thought remain fashionable and, thus, the
relationship concept is being applied in all manner
of situations. This fashionability is derived in part
from the intuitive appeal of the relationship concept to us as human beings and in part from the
perceived utility of the relational approach in
answering some particularly vexing marketing
questions. Second, some commentators (for example, Blackston, 1993) have underlined the supposed failure of brand image research to provide
concrete assistance to brand management programmes in terms of predicting con umer behaviour. These commentators suggest that a focus on
BCRs offers a solution in this regard. Third, the
brand personality concept and the attendant
anthropomorphisation of brands facilitate the
notion of BCRs through the urilisation of social
exchange theory (SET). This i a logical extension
of the idea of a brand personality: if brands have
personalities we can treat them as people; if they
are people then we can have relationships with
them. Fourth, the branding literature has been
concerned with the issue of loyalty for over forty
year (ee Cunningham, 1966; uest, 1964 for
10

early examples), an issue which is also of central
importance to relationship marketers. Finally,
brand management has long been at the forefront
of marketing practice and it is not unusual, therefore, for brand managers to be concerned about
the means by which they might protect their
assets from the effects of a turbulent commercial
environment. Relationship marketing (RM) views
long-term relationships with customers as a stabilising element that supports the mastering of such
challenges (Juttner and Wehrli, 1994).
Meanwhile, at the same time as relational
approaches are colonising the branding literature,
a number of commentators are suggesting that
their uncritical acceptance within marketing
thought is dangerous and in need of remedy (for
example, Hibbard and Iacobucci, 1999; O'Malley
and Tynan, 1999). Particular attention has been
paid to the problems posed by the various domain
extensions which RM has undergone; to the suitability (or lack thereof) of SET in explaining
commercial 'relationships'; and to the difficulties
posed by the process of metaphoric transfer.
First, in terms of domain extensions, relational
approaches to marketing had their genesis in
interaction-intensive contexts such as busines -tobu ines and high-contact service markets. The
observed value of relationships here drove
attempts to implement similar ideas in ma s consumer markets (for example Dwyer et al., 1987),
where they had once been deemed inappropriate
Mercury Publication
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due to the limited nature of interpersonal contact
in this context (see Gr6nroos, 1994; Barnes, 1995).
Because relationships essentially develop between
people, the importance of this point cannot be
overestimated (O'Malley et al., 1997; Fournier et
al., 1998). The application of relational approaches
in mass markets has continued to gather momentum despite routine calls to reassess their validity.
Second, although numerous theories of interpersonal relationships exist (see Sheaves and Barnes,
1996), SET became the prime resource for marketing researchers. The focus on SET becomes selfexplanatory when we consider that, in making
sense of social interaction, sociologists looked to
theories of the market for suitable concepts and
began to treat interpersonal exchanges as if they
were market exchanges. Interpersonal exchanges,
like market exchanges, were thought to be dependent upon the successful exchange of rewards
(Homans, 1950; Blau, 1964) and interaction
occurred when the rewards of exchange outweighed the costs (Thibaut and Kelley, 1959). SET
is therefore entirely consistent with the notion of
the market (Harrsock, 1983; Fischer and Bristor,
1994) and its fundamental axioms are consistent
with self-interest seeking and a calculative
approach to interaction and exchange. As a result,
it is no surprise that SET language and concepts
(trust, commitment, mutual benefit, etc.) resonated strongly with marketing researchers, or
that the models of relationship development that
employ SET have gained strong empirical support
(for example Anderson and Narus, 1984). Nonetheless, SET has its limitations in describing commercial relationships, particularly where those
relationships involve little interpersonal contact
(O'Malley and Patterson, 2005).
The process of metaphoric transfer, where concepts are borrowed from a source domain (interpersonal relationships) and applied to a target
domain (commercial interaction), inevitably foregrounds ome elements and hides other. Despite
the range of potential relation hips that could
have been u ed including collegiate relationship:
parent/child, pri oner/pri on guard (see Iacobucci
and 0 trom, 1996) there has been a tendency
within marketing to focu almo t exclusively on
the basic level of marriage or pou al relationship
(Hunt and Menon, 1995). This particular mapping ha b en fraught with contradictions in that

the concepts borrowed from the source domain
are consistent with market exchange, while the
values borrowed are more closely aligned with
communal exchange (Sheaves and Barnes, 1996;
O'Malley and Tynan, 1999). These contradictions
are highlighted when we consider that SET views
marriage as a 'restrictive trade agreement. The two
individuals agree to exchange only with one
another, at least until such time as the balance of
trade becomes unfavorable in terms of broader
market considerations' (McCall, 1966, pp. 197-8).
However, in contrast, in communal relationships
'the assumption is that each individual is concerned about the welfare of the other; the
exchange of benefits is based on the needs of the
other, not on the anticipation that benefits will be
received in return' (Sheaves and Barnes 1996: 225).
Thus, the elements that constitute the frame 'marketing as relationships' combine a theory of relationships based on self-interest seeking (SET) and
values from an antithetical communal perspective,
that is, Judaeo-Christian understandings of marriage (Tynan, 1997). The resulting frame, although
apparently insightful, ignores many of the
accepted conventions associated with the use of
metaphor. The reason for the disjuncture identified here between theory and values is that this
particular set of values possesses much rhetorical
power. A communal perspective positions marketing as helpful and fair, an approach involving
harmonic connections (Smith and Higgins,
2000). Interestingly, despite such problems the
relationship-oriented view of contemporary marketing has had a dramatic influence on understandings of branding and brand management.
This paper aims to build upon these understanding in order to provide a review and critique of
the extant literature on BCRs. In so doing, the
paper traces the emergence of the BCR concept,
utilises critiques of relational approaches to problematise our current understanding of BCRs, and
identifies some alternative understandings of how
brands fit into people's lives.

Explicating the Brand-Consumer
Relationship
Although discussion of marketing relationships
are now widespread in the literature and, as we
have seen, some (apparently ill-conceived) domain
exten ions are being criticised, a number of
author propose that further extensions of the
II
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concept may yet be appropriate. For example,
Fournier (1998, p. 343) suggests: 'despite increased
acceptance and relevance, it can be argued that the
relationship perspective has been vastly underutilised in the marketing literature'. In this way,
Fournier (1998) attempts to legitimise the application of relational concepts to the branding literature and, as such, builds upon early discussions of
BCRs (for example, Blackston, 1992a, 1992b,
1993), and subsequent examinations of the concept (for example, Hess, 1996; Moriarry et al.,
1996; Palmer, 1996).
Aaker (1997) credits Max Blackston with the original development of the BCR concept. Blackston
(1993, p. II4) proposes a focus on BCRs as a
means of overcoming the limitations of brand
image research which has 'a notoriously limited
abiliry to explain consumers' historic behaviour let
alone provide any predictive power'. For
Blackston (1992a, p. 80) 'a brand relationship is a
logical extension of the idea of a brand personaliry', and in investigating mass-market brands he
compares the BCR to a relationship between a
doctor and patient. In extending his analysis to
corporate brands, traditional concepts from SET
such as trust begin to emerge. Furthermore,
Blackston (1992a, 1992b) makes explicit the link
between BCRs and RM. This linking of BCRs to
SET and to RM has had the effect of opening the
conceptual floodgates. Consequently, Palmer
(1996), and Dall'Olmo Riley and de Chernatony
(2000) both elucidate the complementary nature
of research on commercial relationships and
research on branding. The crux of Palmer's (1996,
pp. 253-4) position is that 'it can be argued that
individuals have an underlying need for an emotional bond with high-involvement products that
they buy. Brand development and relationship
development are complementary and substitutable
strategies towards this bonding'. Dall'Olmo Riley
and de Chernatony (2000, p. 140) propose that
'the concept of the brand has evolved from a name
given to differentiate a firm's products, to that of a
relationship based on trust'. This evolution is
predicated on the fact that brands possess meaning for consumers above and beyond their functional characteristics, they have personalities
described in much the same way as human personalities, and, thus, we can have relationships
with them. Aaker et al. (2004, p. 2) go further by
suggesting that brand personaliry characteristics
12
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influence the nature of BCRs. Drawing from SET
they infer that sincere brands positively effect relationship strength, engender trustworthiness and
dependabiliry, and support relationship growth.
Exciting brands, on the other hand, tend to be
considered less worthy of long-term relationships
though excitement remains an important trait in
intimate relations.
Fournier (1998) recognises that for a BCR to exist
the brand must be a living entiry because relationships exist between active and interdependent
partners. The whole idea of imbuing brands with
life (see King, 1973; Cooper, 1979; Lannon and
Cooper, 1983) is itself underpinned by metaphorical reasoning (Hanby, 1999). That is, if brands
were living entities, they would have personalities,
would grow and develop over time and, therefore,
it would be possible to have relationships with
them. However, personification of the brand is
insufficient for the brand to be considered a legitimate relational partner (Fournier, 1998). Rather,
brands need to be anthropomorphised, or humanised, in order for people to have relationships with
them (Ambler, 1999; Fournier, 1998). While
brands can be animated through brand characters
or are somehow possessed by the spirit of past or
present others, complete anthropomorphisation of
the brand involves imbuing it with human qualities such as emotion, thought and volition.
Fournier (1998) argues that marketers perform this
transmogrification through their everyday activities, particularly those conducted under the rubric
of interactive marketing. Such activities 'can be
construed as behaviours performed by the brand
acting in its relationship role' (Fournier, 1998, p.
345), thereby qualifying the brand as a legitimate
and reciprocating relational partner.
The conceptual leap made here is that BCRs can
be treated as if they were interpersonal relationships, and Fournier (1998, p. 344) takes these ideas
to their logical conclusion in attempting to establish 'a grounded and fully articulated relationshipbased framework for the study of consumer-brand
interactions'. Fournier's work goes beyond simple
conceptualisations of BCRs as being predominantly close, committed and long-term. Rather she
expands extant conceptualisations to incorporate
different rypes and levels at which BCRs might
exist. Fournier and Yao (1997) make explicit reference to their use of the interpersonal relationship

Brands, Consumers and Relationships: A Review

------------------------------------------------

metaphor in analysing the bonds between consumers and the brands they use. Furthermore,
although they acknowledge their failure to test the
relevance of the relationship paradigm against
other perspectives, they do call for the abandonment of research on brand loyalty in favour of relational perspectives. Fournier (1998) also elucidates
the elements of brand relationship quality in an
effort to further highlight the similarities between
interpersonal relationships and BCRs. As such,
Fournier (1998, pp. 363-5) identifies six key constructs that suggest strong BCRs: love and passion,
'a rich affective grounding'; self connection, 'the
degree to which the brand delivers on important
identity concerns, tasks or themes, thereby expressing a significant aspect of self'; interdependence,
'frequent brand interactions ... and heightened
intensity of individual interaction events'; commitment, 'the intention to behave in a manner supportive of relationship longevity'; intimacy, 'elaborate knowledge structures'; and brand partner
quality, 'the consumer's evaluation of the brand's
performance in its partnership role'. There is no
doubt that Fournier's work is both compelling and
insightful. She effectively demonstrates that consumers avail themselves of interconnected webs of
brands that contribute to 'the enactment, exploration, or resolution of [their] centrally held identity issues' (Fournier, 1998, p. 359).

Critie:t.uing the Brand-Conlumer
Relatlonsl1ip
That brands have meaning for consumers over
and above their physical functional characteristics
has been accepted in the marketing literature at
least since Gardner and Levy's (1955) seminal article in Harvard Business Review. Indeed, in a consumer society, brands become part of the nonverbal language of social communication to the
extent that their consumption is routinely implicated in and connected with identity and the self
(Elliott and Wattanasuwan, 1998). With its 'disCourse through and about objects', advertising
enables consumers to portray a sense of who they
are through brand preferences, lifestyles and taste
cultures ( later, 1997, p. 152). Thus, the symbolic
value of brands may be used by consumers to
establish membership of social groups, to signal
aspirations of group membership, or to point
toward differentiation from other consumers.
Many of us even attach sacred meanings to some
of the brands we use. Belk et al. (1989, p. 16, citing

Cornfeld and Edwards, 1983) refer to quintessential objects, rare and mysterious and unequivocally
right such as the Mont Blanc Diplomat pen, the
Swiss Army knife and Dom Perignon champagne.
Many contemporary brands have achieved iconic
status (Holt, 2004). These brands appear to resonate deeply with a culture and tend to come
from lifestyle categories such as food and drink
(fo~ example, Bisto, Guinness), clothing (for
example, Vivienne Westwood) or cars (for example, Lamborghini). When brands come to possess
such meaning for consumers it is easy to see how
we might describe the connection between consumers and brands as relationships. And relationships is what they are. But, are they the same as
interpersonal relationships?
When Blackston (1992a, 1992b, 1993) argues for
the consideration of BCRs he is essentially championing the employment of one metaphor (the
interpersonal relationship metaphor) based on the
existing employment of another metaphor (the
brand as personality metaphor). On one level this
stretching of the metaphor makes perfect sense,
revolving as it does around the anthropomorphisation of brands. However, on another level we must
question the extent to which brand personalities
are the same as human personalities. The brand
personality construct has much face validity, with
researchers and consumers equally comfortable
with the idea that brands possess such qualities.
Patterson (1999, p. 419) defines brand personality
as 'the consumer's emotional response to a brand
through which brand attributes are personified
and used to differentiate between competing offerings'. Given the fact that consumers infuse brands
with personalities, it is largely held that as a result,
consumer personalities and brand personalities
should reflect one another. This is not necessarily
the case, but there may be some degree of fit
between the two if, as Lannon (1992, p. 12) states,
'brand choice is the direct manifestation of a set of
personal values'. Brand personalities, therefore, are
emotional projections used to simplify brand
choice decisions across a range of product categories. Compiled by the consumer through direct
experience of the brand, through exposure to marketing communications, through packaging, and
even through observation of what kind of people
use the brand and the occasions and situations in
which it is used, brand personality essentially represents a shorthand for the brand's attributes and
13
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associations. As such, brand personality, although
described in similar terms, is unlikely to be the
same as human personality. As Bengtsson (20°3, p.
154) stridently indicates: 'although consumers may
attribute anthropomorphous characteristics to
brands, this does not necessarily imply that sociopsychological theories of interpersonal relationships [such as SET] are adequate to represent consumers' relation to their brands'. Moreover, the
brand as living entity metaphor (Hanby, 1999), the
root metaphor to which brand personality belongs,
is only one of two dominant metaphors in the
branding literature. The other, brand as lifeless
manipulable artefact, does not fit well within the
BCR schema. Furthermore, according to Hanby
(1999) the choice of which branding metaphor an
organisation should subscribe to depends on the
organisational metaphor with which the organisation identifies; mechanistic or organic. For mechanistic organisations the brand as living entity
metaphor is untenable and, as such, a focus on
BCRs is misguided.
Blackston (1992a, 1992b) interprets the interpersonal metaphor at the level of a doctor-patient
relationship. Although Blackston may not himself
recognise this, a doctor-patient relationship is a
particular type of interpersonal relationship;
namely, a 'formal' or 'role' relationship (Hinde,
1979). As such, Blackston's conceptualisation is
very different from the close personal relationships
such as marriage implicitly relied upon by the
majority of relationship researchers. Role relationships are task-specific, and in the example
employed by Blackston (1992a) the doctor-patient
relationship centers on attempts by one to cure the
other (Hinde, 1979). Thus, Blackston (1992a,
1992b) may have hit upon an interesting idea, but
one that has not received explicit attention. That
is, in the conceptualisation of BCRs as doctorpatient relationships the consumer is positioned as
unhealthy or lacking in some manner, while the
brand is viewed as the means by which the consumer is saved or cured. Furthermore, in choosing
a role relationship, the emotional attachment
between consumers and brands which other
authors (e.g. Fournier, 1998; Gordon, 1996; Restall,
and Gordon 1993) hope to capture through the
personification of brands is largely inappropriate.
The interpersonal relationship metaphor has been
useful in that it has emphasised the positive ele14
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ments associated with exchange. Depending on
the exact relational perspective adopted these
could include adaptation, flexibility, sharing, trust,
intimacy and protecting the interests of the partner. The metaphor has also been useful in terms
of offering a new perspective on the brand-consumer interface and demanding that the focus of
research be extended beyond single, isolated
exchanges (Houston and Gassenheimer, 1987).
This has required the adoption of a more holistic
perspective best illustrated in the work of Fournier
(1998). However, Aggarwal (20°4, p. 89) cautions
that 'given ... obvious differences between social
relationships and consumer-brand relationships,
it is important for researchers to not overextend
the relationship metaphor when studying consumer behaviour'. The use of a metaphor is also
subject to certain limitations (Arndt, 1985). First
and foremost, it 'always emphasises some aspects,
de-emphasises others, and hides still others' (Van
den Bulte, 1994, p. 413). While the interpersonal
relationship metaphor has highlighted the longterm nature of exchange and the positive characteristics of ensuing relationships, it has resulted in
only a partial truth. In many ways the metaphor is
too powerful. That is, many advocates have forgotten that it is a metaphor that is being used.
BCRs have been reified and researchers have
treated them as though they really were interpersonal relationships (Bengtsson, 2003). The reification of BCRs has led to an almost exclusive
emphasis on concepts from SET in their description and explication. However, there are a number
of conceptual difficulties associated with transferring concepts from the interpersonal literature
into commercial situations. For example, discussions of trust (particularly in marketing) suggest
that it is generally relevant only in situations
involving vulnerability. However, as Cowles (1997)
suggests, the existence of population and organisational level safeguards (that is, legislation, warranties, guarantees, returns policy, etc.) reduces
consumers' vulnerability in commercial situations.
Consideration of BCRs may be further questioned
because of their implicit emphasis on the individual and his or her dyadic interactions. While this
focus on the dyad has been insightful where both
parties to that dyad have agency, it may be less so
when one party is a conceptual entity managed by
a corporation for its own gain. In other words,
while the consumer may act and react, 'a brand

--
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cannot respond in an individual manner to a
request from a consumer and therefore lacks an
important attribute that characterises human relationships' (Bengrsson, 2003, p. 155). Indeed,
Bengtsson (2003) argues that the lack of any real
reciprocity on the part of the brand has problematic consequences for Fournier's (1998) facets of
brand relationship quality and, in particular, for
love and passion, interdependence, commitment,
and intimacy. The brand may also be considered an
Outcome of the efforts of a number of actors: brand
owners, brand managers, users, celebrity endorsers
and marketplace purveyors. Such an understanding
suggests that for brands to possess real value their
meanings must be shared. Furthermore, the meanings of brands are works in progress, constantly
acted upon by the brand's various publics.
Individual dyads are interesting but not particularly
insightful, because, when meaning must be shared,
this unit of analysis is too small, too limiting and
too parochial. Indeed, this is demonstrated by the
majority of brand building activities taking place in
mass media environments rather than through
direct consumer communications. Moreover, the
move from dyad to network signalled a maturing
of the emerging relationship literature (Ford, 1990).
It recognised that a focus upon individual dyads
obscured understanding of the wider notion of networks. Networks are where strategic insights can be
truly materialised, and where competitive advantages can be gained and sustained (Thorelli, 1986).
Thus, while a focus on BCRs may have intuitive
appeal, it detracts from the importance of the
wider coalition of production and consumption
communities.

Brands and Communities
In recent years academic treatments of consumption activities have begun to move away from a
focus on the individual to considerations of the
communal. Enduring communities have been variously labelled as 'consumption communities'
(Boorstin, 1973), 'subcultures of consumption'
(Schouten and McAlexander, 1995), 'cultures of
consumption' (Kozinets, 2001), 'brand communities' (Mufiiz and O'Guinn, 2001; McAlexander et
al., 2002), and 'brand cults' (Belk and Tumbat,
2005). More temporary communities have been
referred to as 'social collectives' (Greenwood, 1994),
'neo-tribes' (Cova, 1997), and 'life-mode communities' (Firat and Dholakia, 1998). What is particularly interesting from the perspective of branding is

the linking value that brands provide to individuals
seeking to become part of these new communities.
Recent conceptualisations of these communities
within marketing owe a huge debt to Cova's (1997,
p. 307) argument that, in contemporary consumer
society, brands should be considered as objects used
to facilitate social interaction: 'The system of consllmption is not always perceived as first and using
the social link, but often as second, and in service
of the social link: the link is more important than
the thing'. At the core of this argument is the
acceptance that 'relationships with objects are never
two-way (person-thing) but always three-way
(person-thing-person)' (Bengtsson, 20°3, p. 157,
citing Belk, 1988).
These communities neatly capture the notion that
people have relationships with other people and that
brands may become a fulcrum around which such
relationships are constructed. The Harley Owners
Group (HOG) is one of the earliest examples of the
brand providing such linking value (Schouten and
McAlexander, 1995; Fournier et al., 2001). Through
such conceptualisations there is no longer any need
to stretch the interpersonal relationship metaphor
and, as Mufiiz and O'Guinn (2001, p. 427) point
out: 'developing a brand community could be a critical step in truly actualising the concept of RM'.
Here, meanings no longer reside so much in the
brand as in the social links that people form as a
result of using the brand. 'Sustained interpersonal
interactions can lead to relationships that transcend
mere common interest in a brand and its applications' (McAlexander et al., 2002, p. 43). These
meanings are likely to be derived from the key elements of communal interaction (Mufiiz and
O'Guinn, 2001, p. 413): consciousness of kind, 'the
intrinsic connection that members feel toward one
another, and the collective sense of difference from
others not in the community'; shared rituals, which
'contain the drift of meanings ... set up visible
public definitions ... and social solidarity'; and
moral responsibility, 'a felt sense of duty or obligation to the community as a whole'.
There are an increasing number of descriptive studies detailing the nature of such communities: Sun's
Java Center community (Williams and Cothrel,
2000); in-line skating (Cova and Cova, 2001);
Macintosh user groups (Belk and Tumbat, 2005);
Star wars fans (Brown et al., 2003); and Nutella
(Cova and Pace, 2005). Taken as a whole, these
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communities are expected to provide a raft of benefits for the organisation: they positively affect brand
equity; they create a solid base of loyal, enthusiastic
and forgiving consumers; and they provide many
opportunities for up-selling and cross-selling
(Mufiiz and O'Guinn, 2001; McAlexander et al.,
2002). Of course, it may be difficult for every brand
to foster the development of community. Rather,
brands that perform well in this regard tend to be
characterised by an aura of religiosity (Schouten and
McAlexander, 1995; Kozinets, 2001; Belk and
Tumbat, 2005; Mufiiz and Schau, 2005), utopianism (Kozinets, 2001; Brown et al., 2003), authenticity (Kozinets, 2001; Brown et al., 2003), and a
preponderance of narratives (Kozinets, 2001; Brown
et al., 2003; Mufiiz and Schau, 2005).
Religiosity has been a prominent theme in consumer research ever since Belk et al.'s (1989, p. 13)
exposition of the sacred in consumer behaviour:
'that which is regarded as more significant, powerful and extraordinary than the self Sacred occurrences may be ecstatic; they are self-transcending.'
While there is little doubt that consumers may
imbue consumption objects themselves with
sacredness, there is also religiosity to be found in
rituals associated with the object (Schouten and
McAlexander, 1995), in the membership of a community of shared belief (Schouten and
McAlexander, 1995; Kozinets, 2001), and in the
martyrdom and sacrifice associated with devoting
oneself to a brand that may be stigmatised by the
mainstream (Kozinets, 2001; Mufiiz and Schau,
2005). More importantly, such devotion underlines 'the very clear and resilient need humans
have to believe in something or someone outside
mundane reality' (Mufiiz and Schau, 2005, p.
739). In a consumer culture brands may replace
traditional religions as the site of our identity and
life-goal investments (Kozinets, 2001).
Brand-centred communities may also be typified
by their endeavours to open up a utopian space in
the chaos of the contemporary world. Utopianism
stitches 'impossibility and dreaminess together with
deep motivational power and desire' (Kozinets,
2001, p. 73). But utopianism is not merely an
escape into fantasy; rather, it enables consumers to
engage with reality and to situate themselves within
that reality (Geoghegan, 1987, cited in Maclaran
and Brown, 2001). That is, the utopian has the
ability to both transform and subvert, and its
16
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power 'lies in its challenges to the status quo',
(Maclaran and Brown, 2001, p. 376). Moreover, the
subversive power of the utopian helps consumers
within these communities to draw contrasts
between their sense of communalism and the more
individuated world outside (Kozinets, 2001).
The search for authenticity may be a defining characteristic of contemporary consumer culture given
the inauthenticity that abounds in that culture
(Brown et al., 2003). Authenticity may be indexical
and/or iconic but it is never inherent in the consumption object itself (Grayson and Martinec,
2004). Rather, authenticity is in the eye of the
beholder and its shared perception within a consumption community represents the workings of an
idioculture: 'a system of shared knowledge, beliefs,
behaviours, and customs shared by members of an
interaction group ... [which] can be employed to
construct a social reality' (Fine, 1979, cited in Belk
and Costa, 1998, p. 232). Linked as they are with self
and social identity, powerful brands must carry an
aura of authenticity if they are to be used as a
marker of differentiation within the mass market.
For Holt (2002, p. 83) these 'brands must be disinterested; they must be perceived as invented and
disseminated by parties without an instrumental
economic agenda, by people who are intrinsically
motivated by their inherent value. Postmodern consumers perceive modern branding efforts to be
inauthentic because they ooze with the commercial
intent of their sponsors.'
Finally, these brands also tend to be characterised
by particular narratives. In essence every brand is a
story in and of itself (Twitchell, 2004), and these
stories are the culmination of interactions between
the organisation and consumers; what the brand
management literature distinguishes as brand concept (Park et al., 1986) and brand image
(Patterson, 1999). From the perspective of the
organisation, a brand-centred community provides the ideal audience for origin myths that
create a sense of heritage and bolster shared
notions of authenticity. 'Brands like Airwalk and
Patagonia rest their laurels on their street credentials among the most discerning skateboarders and
mountain climbers. Any product that has a credible historical or subcultural story to tell seems to
be telling it' (Holt, 2002, p. 85). Furthermore, the
tales members of these communities tell about the
brand serve as 'morallegories' (Brown et al., 2003),
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cautionary moral anecdotes that help these consumers acquire and manipulate brand meanings
through processes of integration (Holt, 1995), and
that allow members to differentiate themselves
from other consumers of the brand.

Conclusion
This paper has suggested that the focus on BCRs as
close, emotional and committed relationships is a
direct consequence of the employment of the interpersonal relationship metaphor primarily at the
basic level of marriage. This results in the implicit
acceptance of normative ideals regarding marriage
being transferred to consumers' interaction with
brands. Although other interpersonal relationships
have been acknowledged, for example Blackston's
(1993) reference to doctor-patient (role relationships) and Fournier's (1998) recognition that relationships may reflect task or duty rather than emotion, formality rather than informality, imbalance
rather than equality, hostility rather than conviviality, and force rather than choice, all have been
eschewed in favour of the more beguiling and
appealing use of marriage. Rather than advancing
understanding of the connections between consumers and brands, most work has served only to
legitimise further use of RM terminology and concepts in the branding arena.
The paper acknowledges that brands possess
meanings above and beyond those of a functional
nature, and accepts the notion that we project
per onalities onto those brands that are salient to
us. However, the paper cautions against using
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these arguments to propound a focus on BCRs
and the attendant use of SET.
More critical appreciation of the roles of brands in
our lives points towards a brand community perspective that acknowledges the network of connections between a brand's various publics. This
perspective also avoids the pitfall of stretching the
interpersonal relationship metaphor too far and
provides a strong foundation upon which brand
managers can build. In particular, the paper highlights how brand meanings may derive from the
very nature of communal interaction and underlines the tools such communities use to construct
personalised brand meanings.
For managers, the major lesson to emerge from this
work is that consumers are the ultimate arbiters of
brand meaning. As such, managers need to pay
close attention to how customers themselves define
their various connections with the brand. If consumers truly view these connections as relationships, managers need to be wary of unthinkingly
adopting an RM frame to understand them.
Rather, they must adequately analyse the nature,
characteristics and boundaries of those relationships and act accordingly. If, on the other hand,
consumers view these connections in terms of communal interaction with other consumers, then
managers need to identify how best to facilitate
that interaction without overtly intruding upon it.
This work suggests that the fostering of brand narratives, particularly those centring on authenticity,
sacredness and utopianism is a useful place to start.
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NETWORKING IN SMEs:
FINDINGS FROM AUSTRALIA
AND IRELAND
Audrey Gilmore, David Carson, Ken Grant, Aodheen O'Donnell Richard Laney &
Bill Pickett
Given the resource constraints and limitations of small to medium-sized
enterprises (SMEs), networking is a very useful business activity for
expanding business activities. During the life of their enterprises SME
owner-managers' networks evolve and change to suit particular business
needs. Networking is considered by SME owner-managers to be important
in company development, adding value to business activities and gaining
competitive advantage.
This paper outlines a qualitative study that aimed to discover how
networking is used by SME owner-managers. Some evidence from a
longitudinal empirical study carried out simultaneously in Northern Ireland
and Australia is presented. Particular attention is given to diHiculties
experienced by SME owner-managers in encouraging other managers and
staH within the company to engage in networking and expand their
marketing networks in order to grow the firm.

Introduction
The literature addresses many aspects of networking in SMEs and the nature of networking within
the field of entrepreneurship and owner-managers
of small firms has been tudied in some depth
(Aldrich and Zimmer, 1986; Shaw, 2000). It
includes interest in the dynamics and research
approaches relevant to entrepreneurial networking
(Blackburn et al., 1990), the training/development
of profe ional networks and how SMEs do marketing by networking (Gilmore and Carson, 1999).
This paper focuses on SME owner-managers' perspective on networking and how and when to
pa s them on to other staff within the organisation. ME owner-managers develop their industry
network contact and exploit this in a variety of
ways, to gather information, to reduce risk, or to
promote the business. The overall re ult i that
.ME marketing is based upon networks and relatlonships with their markets and customers.
Empirical work for rhi tudy involved in-depth
qualitative interviews with a total of lIO SME
Owner-managers in Au tralia and Ireland. The evi~ence from rhe empirical re earch carried out
Simultaneously in Ireland and Australia over a
three-year period contributed to an understanding
of how and why networking i u ed by ME
owner-managers throughout company development to gain competitive advantage. The srudy
highlighted the context of networking and the dif© Mercury Publication

ficulties experienced by SME owner-managers in
expanding business activities by encouraging other
managers and staff wirhin the company to engage
in networking.

Networking and Marketing in SMES
The characteristics of marketing in SMEs are
determined by key constraints such as limited
resources, in the form of lack of finance, lack of
time and lack of good market information or
information source . SMEs also suffer from a lack
of marketing expertise that may be due to the
owner-manager's limited skills in marketing or the
absence of a marketing specialist, and SMEs have
a limited impact on the marketplace because of
these characteristics. In describing the nature of
SME marketing, the key constraints have resulted
in marketing that i simplistic, haphazard, often
responsive and reactive to competitor activity
(Car on, 1993; Carson et al., 2001). Indeed, marketing planning in SMEs is described as flexible,
informal and short term orientated (Stokes, 1995;
arson, 1993), where SMEs develop a common
en e approach to marketing.
Networking is used by managers to make sense of
what happens in complicated markets and provides under tanding of inter-organisational relationships (Olkonnen et al., 2000) and busines
relationships. It is an important business activity
given the resource constraints and limitation
MEs work within (Deakins, 1991; ]ohannis on,
21
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1990, Gilmore et al., 2001). This is especially true

in relation to the marketing decisions of SMEs, as
owner-managers recognise the need to utilise their
limited resources more effectively to compete with
increasingly powerful competitors (Falemo, 1989;
Welsch and Young, 1983).
Establishing the nature of networks and their role
is a complex challenge given that networks are
ubiquitous (Thorelli, 1986), intangible (Gilmore
and Carson, 1999), difficult to isolate and analyse
in order to gain a meaningful understanding of
them (Turnbull et al., 1996). In a competitive
environment owner-managers have network contacts that consist of everyone he/she has ever
known (Burt, 1992). Potential members of an
individual's network are those who might provide
some specific service or support or from whom
they might expect service or support (Mitchell,
1969).

In the context of SMEs, owner-managers networks are built around normal interactions and
activities (Gilmore et al., 2001). SME ownermanagers' networks may include personal contact
networks, business networks, industry and marketing networks (Rocks et al., 2005) and will be
built around the owner-manager's personality and
activities. From the literature, there is clear evidence that SMEs actively network (Bryson et al.,
1993; Johannisson, 1986) and that networking
activity is carried out predominantly by the
owner-manager (Gilmore et al., 2001). Mo t studies of owner-managers' networks have viewed networks as all relations extending from, or converging on the owner-manager (Chetty and Holm,
2000; O'Donnell et al., 2001; Chetty and
Eriksson, 2002). Marketing networking in SMEs
encapsulates the network processe that are carried
out by SME owner-managers in managing their
marketing activities. The focu of thi paper is to
investigate how MEs can increase the use of networking of other people within the company to
expand overall marketing networking activity.
There is limited evidence in the literature focu ing
on the network processe of MEs ( ilmore and
Carson, 1999), or an acknowledgement of the
need for marketing networks to be proactively
developed by SME and passed OntO staff members as a company develop over time. In thi context the objectives of this study are to find an wer
22

to the following questions. How can SME ownermanagers pass on their networks to other managers and staff within the company? What issues
does the owner-manager need to address to set the
scene for encouraging staff to become actively
involved in networking? The methodology
employed ro address these questions is described
below.

Methodology
The research instrument and approach used in
this research was based on the refinement of a
qualitative methodology. This study specifically
focused on identifYing all the issues involved in
the consideration of how SME owner-managers
could pass on their networks to other managers
and staff and encourage them to carry out networking activities. In doing this a two-stage
approach was used, stage one using in-depth interviews with owner-managers and followed in stage
two by carrying out focus group discussions with
these owner-managers.
At stage I, in-depth interviews were carried out
with selected owner-managers of SMEs in both
Northern Ireland and the Melbourne area,
Australia, at an appointed time, often in the early
evening to suit respondents. The participating
companies operated in a wide array of industrie
including engineering, textiles, food and professional services. These SMEs employed between 12
and 250 employees (thus in keeping with the
European Commission definition of SMEs). The
econd criterion for firm selection was that the
firm had been in operation for more than five
years. This wa to eliminate those firms that were
experiencing the growth volatility that i normally
associated with the start-up phase, e pecially in
the first four years of trading ( torey, 1989). The
focus of the research was on networking activities
rather than industry pecific details and therefore
the influence of indu try was considered to be
outside the cope of this re earch. All firms
remained with the tudy throughout the three
year period although busine circumstances dramatically changed in a number of SMEs as new
competition entered their marketplaces. The ME
owner-manager were committed to the research
over the time period and were interested in the
finding from the tudy. The same ream of
re earcher maintained contact with firm ver rhe
three year period.

Networking in SMEs: Findings from Australia and Ireland

---------------------------------------------

Each in-depth interview lasted between one and
two hours and was carried our by an academic or a
consultantlresearcher. All interviews were taperecorded. Entrepreneurs were encouraged to talk
openly and were assured of confidentiality. The
research followed an interview protocol designed
from a comprehensive search of the literature combined with the experiential learning of the research
team involved in the project. When eliciting socially
constructed knowledge, formally structured questions were minimised; and any subsequent interventions took the form of prompts and probes, based
on the words of the informant (Riley, 1996).
Previous studies have shown that owner-managers
will adopt the mode of the recipient to their views,
particularly if they have prior knowledge in an area
of discussion (Hills and LaForge, 1992). To avoid
this circumstance, questions completely avoided the
use of marketing terminology and focu ed instead
on what the entrepreneur does in relation to various
aspects of his/her business. The reason for this was
to avoid leading questions that could influence
responses by the interviewee. Therefore the quesrion were open-ended and de igned to encourage
rhe interviewee to 'volunteer' information regarding
the use of networking and passing on networks to
other managers and staff in the company.
The analysis was carried out as follows. Each interview tran cript was analysed by individual re earchers and then findings and researcher understandings
and interpretations were discus ed (ensuring
researcher triangulation). After thi , the key findings
were written lip. A ummary of the key issue,
together with illu trative quotes from the transcripts
Was u ed to prepare a hort (twenty minute) presentation for the participant entrepreneurs in the study.
At tage two, groups of ten-fifteen entrepreneurs
who participated in the in-depth interview were
invited to a central location to attend a presentation
of the study findings. ntrepreneurs were randomly
elected from the first stage of the research according to availability and willingne to attend the
focus group di cu ions at pecified dates in
Melbourne and Belfast. The time was arranged for
early evening to uit all participant and a buffet
meal was provided. A total of five focu groups were
held at six to nine monthly intervals as the research
tudy unfolded, three in Melbourne and twO in
Belfast. At these fo u group meetings one or more
academic researcher pr ented the key finding to

date in such as way as to encourage comment and
discussion about all of the issues taised. The focus
group discussions included three academics, two
consultant researchers and the ten-fifteen entrepreneur participants who were hearing the 'collective'
interpretation of findings for the first time. The
implications and interpretation of these findings
were then discussed. During these focus group discussions the interpretation of the findings was
debated further, expanded with more detail and
made more context specific by all participants.
Often the entrepreneurs responded with clarifications, additions and examples from their own experience. The ensuing discussions were tape-recorded
for further analysis. Over time further interviews
and focus groups were carried out to consider new
research issues and new insights from the findings of
previous interviews. This part of the research developed over a further longitudinal time period of
three years. During this time all participants contributed to identifying research issues. Most significantly, they produced new research phenomenal
outcomes that elongated the longitudinal ongoing
dimension of the re earch programme.

Findings
The findings indicated that SME owner-managers
in Australia and Northern Ireland face similar
challenges in developing, passing on and encouraging the networking activities of others within
the firm. Organisation culture and values underlie
most of the difficulties owner-managers encounter
when handing over or expanding their marketing
networks. In both locations it was very noticeable
how much time and effort respondents had
expended trying to encourage others in the company to become involved in networking. There
was no significant difference between the way in
which Irish and Australian owner-managers managed their networks. However there were a
number of i sues on which respondents' comments centred. These included transference of
trust, lack of networking competence among staff,
hesitancy of owner-manager to let go, the need to
develop commercial skills of employees, a reluctance of staff to assume networking responsibilities and the need to match staff to clients/customer . The e are discussed below.
Transference of trust
One of the major difficultie inhibiting the transfer of personal networks is that the very effective23
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ness of the relationship depends on high levels of
trust. These nerworks, often developed over many
years, provide a set of standards, values, capabilities and behaviour that is predictable and
accepted.

which needs to be developed. In this study it was
found that many SME owner-managers believe
that the employees within an organisation were
not good at developing marketing nerworks that
assist the ongoing development of the business.

Most of those interviewed felt that it was very difficult to hand over personal relationship nerworks:

Hesitancy of owner-managers to let go
An important step in handing over nerworks has to
be an acceptance by the owner-manager that the
business has grown to the point where other members of the company must become involved in
external marketing processes. Often the ownermanager can hold on for too long and fail to realise
that the time is right to delegate more and get
others involved. This can have a detrimental effect
on the business as the following examples show:

I don't think you can transfer a network to others in
the organisation. I think the network is a personal
thing that you forge yourself. It is difficult to hand it
on to somebody when actually the other person isn't
interested in dealing with somebody else ...
Where the respondent felt that the nerwork could
be handed over, the role of trust played an important role:
I think they can be transferred. I think you have to
carefully pick the person that they are going to be
transferred to, and the first person who has to earn
their trust is me. I will have trust then because I am
giving them my network. That is pretty important
to me because there are other people our there who
trust me ...

Lack of networking competence among staff
Regardless of the relative importance of the personal or professional relationship involved, the
owner-manager must have confidence in the ability of the staff to adequately perform the expected
nerworking role. Where this is lacking or where
there is uncertainty the owner-manager will be
reluctant to withdraw or hand over the nerwork.
Many of the SME owner-managers believed that
the employees within the organisation (while
being strong in certain areas) were not good at
developing marketing nerworks that assisted the
ongoing development of the business:
There are people who are great managers, but as far
as networking goes they haven't got it.

there are firms who are saddled with a patriarch
who is over-the-hill, out of touch with technology,
out of touch with industry. They can't change and
are hindering the business.
And:
I know an owner-manager who is in his seventies,
and he doesn't know when to retire. If he doesn't
go soon the partners will all resign ... then the partners will leave and set up their own business.
The results indicated that handing over the network and involving others could be quite difficult,
especially where the owner-manager enjoys high
levels of personal satisfaction in dealing with the
external environment. Therefore owner-managers
are often hesitant or unwilling to hand over their
nerwork and get others involved, since they see
this as handing over not just the nerwork, but a
high degree of personal self-satisfaction:
I'm going through a period of frustration at the
moment, because on the one hand I'm the sort of
person that likes to be involved at all levels, but
when you pass on re ponsibility and delegate to
other people, you have to let go ... I'm really delegating job satisfaction.

And:
I have employed people who have been sent out to
get those referral bases in. Some of them can't do it.
Some of them don't want to do it. Yet they are really
good at seeing clients, but they don't want to take it
that step further and go our and actively get work.
These issues relate to the recognition that networking calls for a 'nerworking competence'
24

Need to develop the commercial skills of
employees
The owner-managers experienced great difficulty
in developing the commercial skills of the staff,
due to apathy of the staff or the perceived inappropriateness of the course to meet the employees'
requirements. Thus, more relevant courses were
chosen with the aim of developing relevant skills
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needed to do the job, but also to improve them as
people:
The NVQ route hasn't worked very well. They are
cumbersome to implement and their delivery is a
rigid, strict, school, academic environment, but in a
dynamic, fast-moving, small organisation, where the
goal posts change day by day, I find the delivery
mechanism of the NVQ very difficult to work with.
Short, sharp courses that have accreditation
attached to them would be better and I'm running a
series of programmes like rhar which work very well.
There is also a distinct lack of commercial focus
among the employees, which limits the growth of
the business. In several instances, owner-managers
intend to do more employee training as the business grows and in so doing withdraw from the
networking activities related to marketing.
However some owner-managers were trying to
remedy this by providing a series of short courses
in a number of areas:
I ran a team leader course to help the guys understand what some of the basic tenets of management
are. Now you can't be a team leader unless you
practise it, so we're asking them to practise it, bur
it's very difficult. I want to be in a position where
in three or five years' time there are people here
who will be coming and knocking on my door, and
asking 'What's in it for me?'. I want them to come
and do that to me, rather than me dragging them
through. So we're working towards that.

Also, the owner-managers recognised the need to
develop the commercial skills of employees through
greater training so that they will deal with some
queries without automatically referring to the
owner-manager. This also involves the owner-manager educating the customers to deal with others in
the firm and getting them to build their trust and
develop relationships with these new people:
It's not a preference of speaking to me, it's a training, you know because I have been here all the
time, they just out of habit ask for me whereas, if I
tried to retrain them gradually ... other people in
the place could deal with them, could deal quite
well with them ... So all of a sudden I'm dealing
with lots of young people who don't have experience and then I can sometimes become frustrated
with it because they're asking me all the que tions
that I re olved with the older people years and years
ago. 0 in real term I should be trying to rrain
someone else here to make more contact, and I

have done but not entirely. I long for the day when
it's done entirely, that I'll no longer have to ... bite
my tongue.
Firms reported the commercial ability of staff as
being a major issue with them. It is perceived that
the lack of commercial focus among employees is
definitely a limiting factor on the growth of business.

Reluctance of staff to assume networking
responsibilities
There is evidence to suggest that staff do not see
that a large proportion of their own professional
networking and relationship building is closely
related to marketing. A misunderstanding or negative perception of marketing often leads to reluctance to undertake a marketing role. Owner-managers find that there is resistance to marketing or
selling because of the employee's concept of what it
is, rather than a resistance to forming relationships.
For example, an owner-manager of a civil and
structural engineering practice discusses how he
anticipates breaking into a new market by joining
ranks with an established company in the new
market. To this end he plans that someone within
his company will visit several potential practices
but feels that although a staff member could do
this, due to their reluctance and apathy and a
feeling that it is beyond the scope of their present
job, inevitably the task will be left for him to
undertake:
Expanding and growing the business is really about
picking up the telephone or writing a letter or
knocking on a door. Everybody looks for a strategy
but you can't do it. When am I going to get onto a
train and go down and knock the door of an office
in Dublin? When am I going to go and do something? I know what needs to be done. It's trying to
get our structures in place and our people in place
to do it, bur what bothers me is if we increase the
burden, it will be me. The problem with the staff is
that they try to delegate things up and so everyone
would as ume that it would me who would go
chasing his tail around Dublin ...
Staff reluctance to take on networks is allied with
the related points of the owner-managers' need to
hold on to them and the customers' de ire to keep
dealing with the owner-managers and not others in
the organisation (as discussed in a previous section).
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Need to match staff to clients/customers
In handing over networks, the owner-manager
must (as far as possible) try to match staff to customers. They will choose those members of staff
who they believe can best handle the client's needs
and try to encourage the client to develop a relationship with these new members of staff, rather
than the owner-manager:

• the reluctance of network players to deal with

You have to get some trust before you can really get
into all of your networking functions. You can't
just say 'Well, this is Gary, he works for me, rherefore trust him.' You can introduce someone, but
after rhey have been introduced they have to
develop that trust and people have got to say that
this person is ok in their own right ...

The findings discussed in this paper have substantial managerial implications. Owner-managers
and their advisers need to incorporate marketing
network expansion and hand-over programmes
into their formal marketing strategies for SME
business. Furthermore, owner-managers need to
develop conscious and specific strategies and
implementation plans when the time comes for
the networks to be developed and handed over.
This needs to be managed carefully in terms of
the individuals who are given responsibility for
assuming ownership of the networks and how
they develop their own networking skills using
the established network contacts. The timing of
the hand-over is crucial; hand-over needs to be
managed in 'good' time with a suitable gestation
period involving transfer, probably incorporating
dual ownership for an appropriate time period.
All these issues will have implications for management and must therefore be considered carefully
before any decision or course of action is embarked upon.

And:
... part of my frustration i I don't want to let any
of our customers feel that I'm ignoring them, that
I'm passing them ontO somebody else ... I don't
want to be treading on Bill's [new person] toes ...
so I'll find a diplomatic way to say to the customer
during the conversation, 'I think you need to speak
to Bill', and bring him in on the conversation and
make him aware of what's going on, and hopefully
persuade the customer to ask for Bill the next time,
rather than keep asking for me.
And furthermore:
If you pick the right person and that person earns
your trust you can go around and say to the people
in the network that this person is going to be in my
place because I am going to do something else. I
want you to trust them, but if there are any dramas
in the short term contact me.
Thus, the client match with those staff in the company is seen as an important aspect of the entrepreneur's ability to hand over marketing networks.
Successful owner-managers are also aware of and
actively manage the relationships between the firm
and the firm's customers.

Conclusions and Managerial
Implications
In summary the findings from SME owner-manages in both Australia and Ireland identified five
key issues relating to the passing on of networks to
others within the firm. These are:

• the changing role (over time) of the ownermanager's role to a less hands on approach;

anyone other than the owner-manager;

• lack of trust and confidence in the abilities of
employees or next generation;

• deciding and identifying suitable people to
hand networking responsibilities tOj and

• lack of networking competence (that is, good
managers are not necessarily good at networking).

From this study other issues arose, which could
provide future directions for the research. These
include examining the differences in network
expansion and hand-over activities between manufacturing and service firms, as respondents in this
study indicated that it was much easier and more
straightforward to hand over a network in manufacturing environments than in service equivalents. This is because service environments were
considered to involve more complex and more
interpersonal relationships.
Likewise, the comparison of firms who have
handed over networks to staff and those who have
handed over to family members could be studied
in relation to the differences, results and impact of
these on the firm. This would provide a valuable
contribution to future research in the area.
Looking at the role that particular industry norms
play in relation to and the impact they have upon
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network hand-over is another area where there is
scope to develop further research.
The research to date illustrates that the issue of
handing over networks is one of acute interest to
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INVOLVING EXTERNAL USERS AND
THIRD PARTIES IN THE NEW
PRODUCT DEVELOPMENT PROCESS
Pat Lynch & Thomas Q'Toole
New product development (NPD) is increasingly being viewed as a dynamic
interplay between two or more actors. The basic tenet of this relationship is
that linkages with other actors help firms create value by combining
resources, sharing knowledge, increasing speed to market, reducing risk
and in general creating a competitive advantage that is likely to be
sustainable. Despite the increasing importance attributed to the
involvement of external actors such as users and suppliers in NPD, little is
known about current practice in the Irish context. Based on empirical
evidence collected from 572 Irish manufacturers, external cooperation
remains latent and relatively unused as a mechanism for Irish firms to
develop new products. Implications of these findings for managers and
researchers are discussed.

Introduction
In aggregate terms, Ireland lags considerably
behind other EU and GECD countries in terms
of new product development (NPD) activity. For
example, Irish levels of expenditure on research
and development (0.97%) are still well below the
2003 EU average of I.l3 per cent of GDP and the
GECD average of 1.45 per cent, placing Ireland in
15th place out of the 30 EU/OECD countries
(Forfas, 2oo5a). Ireland's low level of research and
product development activity becomes even more
evident when compared to the leaders in Europe
and the GECD: Sweden (3-30), Finland (2.40),
France (I.36), United States (1.79), UK (1.26).
There is current widespread agreement at government and industry level that Irish manufacturers
need to become more innovative (Forfas, 2oo5a).
Indeed, it is only through the creation of new
products that most Irish firms can hope to sustain
growth and profitability in the long term (Forfas,
2oo4a). However, NPD appears to be a difficult
task for Irish companies which is illustrated by the
fact that although Irish firms spend approximately
two-thirds of research and development expenditure on new products and process development
(Forfas, 2Oo5a), the output in terms of success,
that is patents registered, is regarded by most as
being unacceptably low (Forfas, 2oo4b, 2oo5b).
Indeed, the complexity of product development is
exacerbated by the ever-increasing costs of
research and development, the shortening product
lifecycles, declining markets, and the increasingly
sophisticated demands made by customers on
suppliers (Thomas, 1993; Crawford, 1997; Bessant,
2003). Faced with whar is clearly a risky and
© Mercury Publications

uncertain process, many practitioners and academics are no longer viewing NPD as being the sole
preserve of a single company, but rather from a
relationship marketing perspective whereby innovation is viewed as an interplay of external relationships with strategic partners such as users
(both consumer and indusrrial), suppliers,
research institutes and even competitors.
Due to the relatively small size of Irish firms when
compared to our international competitors, the
importance of collaborating with external parties
to achieve a competitive advantage is made even
more critical. Indeed, many government initiatives
aim specifically to involve external partners in new
product development, for example, Science
Foundation Ireland supports the creation of
CSET (Centres for Science, Engineering and
Technology: Campus-Industry Partnerships) designed to support biotechnology and ICT university-industry innovation and research partnerships. The National Linkage Programme (NLP)
sought to develop linkages between multinational
companies based in Ireland and indigenous
sub-suppliers. Enterprise Ireland's Research
Technology and Innovation (RTI) grant schemes
fund collaborations between companies and
between companies and third level institutions or
research bodies. However, as noted by Forfas
(2oo 4d ), there is a lack of data on the extent to
which Irish manufacturers involve external parties
in their NPD process. Existing evidence is mainly
anecdotal in nature such as the number of RTI
funding applications that have been taken up
(Forfas, 2oo4d). One notable exception is Ledwith
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(2000) who found low external involvement in
NPD using a methodology comparable to this
study. However, the focus of that study was on
one particular industry, electronic hardware and
the sample size was small (n = 36), making generalisations across industries difficult.

The purpose of this study is to report on the practice of involving external parties in the NPD
process of Irish manufacturers. This is the first
comprehensive study with a sole focus on external
involvement in NPD processes in Ireland. It
answers key questions such as whether Irish manufacturers are adopting a collaborative model, the
type and number of collaborating partners that are
involved, the reasons for their involvement and
the stages of involvement. Without a clear understanding by policy makers of the current practice
being adopted by manufacturers, the translation
of worthwhile policies into practice is severely
restricted.
The rest of the paper is organised as follows. First,
a discussion on the most salient aspects of the literature that led to this investigation is presented.
Thereafter, the methodology employed in this
research is discussed and subsequently, the results
of that analysis are presented. In the concluding
section, managerial and further research implications are explored. Limitations and future directions for research are also discussed.

User and Third Party Involvement
Over the years, NPD has been studied from a
number of different perspectives. Historically
researchers perceived product development as the
sole province of the manufacturing firm (Tidd et
al., 2001). The manufacturer was viewed as the
dominant source of innovation, the party that
both initiated and controlled the product development process. However, in the late 1970S a new
research impetus occurred in the new product
development literature with the publication of
Eric von Hippel's two seminal investigations
(1976, 1977) in which he advocated the involvement of users in the idea generation stage of the
new product development process. Von Hippel's
conceptualisation of a customer active paradigm
(CAP) (1978) gave focus to a new generation of
researchers and to an emerging field of study into
the involvement of users not only in the creation
of ideas but in the whole new product develop30

ment process (Foxhall and Tierney, 1984; Shaw,
19 8 5; Voss, 1985; Parkinson, 1982; Biemans, 1991;
Hakansson, 1987; Gruner and Homburg, 2000).
In addition, a group of international researchers,
the International Marketing and Purchasing
Group (IMP) argued that characterising the product development process as being a dichotomy
between manufacturer and customer active paradigms is too narrow a focus (Hakansson, 1982;
1987). Instead they argued that a combination of
these two views should cover the whole spectrum
of product development and proposed that the
development of new products should be seen as
an interplay between a number of actors and so
taking place within networks.
The basic tenet of NPD from a relationship marketing viewpoint is that linkages with other actors
help firms create value by combining resources,
sharing knowledge, increasing speed to market,
reducing risk and in general creating a competitive
advantage that is likely to be sustainable
(Hakansson, 1987; Dwyer et al., 1987; Anderson
and Narus, 1990; Buttle, 1996; Ford, 1997; Dyer
and Singh, 1998; Barringer and Harrison, 2000).
In the words of Ford, 'relationships produce
something that neither of the two can produce in
isolation and something that cannot be easily
duplicated' (1997; 152). From an NPD perspective,
the potential rewards associated with adopting a
relationship marketing concept have been well
documented. Empirical analysis from numerous
research studies supports the involvement of external parties in the NPD process (see, for examples,
Hakansson, 1987; Gemunden et al., 1992, 1996;
Bonaccorsi and Lipparini (1994); Campbell and
Cooper, 1999; Lilien et al., 2002). In one of the
classic studies on network involvement, Biemans
(1992) studied the Dutch medical industry and
found collaborative relationships with partners
such as governments and research institutes stimulated innovation. He also found that through
interaction with a major customer or third party, a
company can develop products and services that
fit the needs and wants of the market better, share
development costs, gain access to new technologies, enjoy increased development efficiency
which in turn results in reduced time to market.
Similarly, Imai and colleagues (1985) provided evidence from five case studies of Japanese firms that
supplier involvement in the product development
process resulted in increased development effi-
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CHARAGERISTICS

Respondent Sample Details

RESPONDENTS (%)

RESPONDENTS (%)

Turnover (2003)

Nature of business
Pharmaceutical!chemical

CHARAGERISTICS

18.4

Under €5 million

65.4
17.7

Electrical and electronic engineering

14.5

€5 million-€9.99 million

Industrial machinery

28.8

€10 million-€19. 99 million

9.3

Food, tobacco & beverages

11.7

€20 million-€49.99 million

5.1

11.4

€50 million-€99.99 million

Metal manufacture
Timber, furniture & paper

8.9

Telecommunications

4

Others

2.3

Number of Employees
1-50

66.1

51-100

15.7

101-200

10

€100 million plus
Companies engaged in continuous NPD

.8
1.7
71.3

Companies engaged in occasional NPD

28.7

Companies with formal NPD departments

37.6

New Product Development Activity

201-500

5.8

Developing new product

501-999

1.5

Improving existing products

64.2
66.4

1000 plus

.9

Developing line extensions

12.2

Developing products for retargeted use

4.9

Ownership
Irish owned

80

Foreign owned

20

(n=572)

cieney, reduced time to market and faster response
to competitor moves. Buchel et al. (1998) advocated that the involvement of competitors in the
NPD process diversified and spread the risk, while
also reducing innovation and development cycles.
Research conducted by the IMP has also provided
supporting evidence that successful product development is significantly correlated to relationships
with other parties (Hikansson, 1987). Indeed,
much of the literature on the involvement of
external parties in the development process has
been positive and generally implies that contact
with users and third parties early on in the development process results in a higher probability of
commercial success.

The Study
The research presented in this article is based on a
structured telephone survey used to determine
how widespread is the practice of involving external parties in the NPD process. Companies
included in this research were selected from a
Kompass Ireland database, which consisted of
2842 manufacturing companies dispersed across
eight industrie. Managing directors and NPD
managers were selected as key informants for this
study because of their high level of knowledge
about the company and its NPD activities
(Rindfleisch and Moorman, 200I). The survey
was conducted over a three-month period in 2003,

and to ensure high contactability of respondents
call-backs were made at different times and on different days. After five failed attempts at contact,
the company was considered a non-respondent.
From the database, 1400 companies agreed to be
interviewed of which 638 (46%) were actively
involved in new product development. Only those
companies that engaged in NPD activities in
Ireland were included in the analysis. This process
eliminated 66 firms, giving a population total of
572 (638 - 66) firms. The high response rate and
the high proportion of firms engaged in NPD is
an excellent indicator of the robustness of this
studies findings.
Table 1 presents the analysis of the respondent
details across the eight industry categories. The
largest number of firms are in the pharmaceutical/chemical, electronic and electrical engineering
and industrial machinery sectors (350 firms in
total) which reflects the overall higher number of
manufacturing firms in these sectors (CSO, 2003).
The type of development projects that respondents engaged in are also detailed. Indeed, characteristic of this sample is the strong focus on innovation and product improvement (64.2 and
66·4%), which is encouraging for policy makers in
terms of future competitiveness and reaching
international standards where the country currently lags. However, line extensions and products
31
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Table 5

Engaged in collaboration
Collaborated with one external party

Number

(%)

326
207

(57)
(36.2)
(14.9)
(3.5)
(2.4)

Collaborated with two external parties

85

Collaborated with three external parties

20
14

Collaborated with four or more external parties
(n=572)

Table 3

External Parties Involved in the New Product Development Process

Type of external actor
Users from the consumer market
Users from the business market
Competitors
Suppliers
Research Institute
Government
Other parties

Number

171
112
49
124
24
19
6

(%)
(29.9%)
(20.9%)
(8.7%)
(21.7%)
(4.2%)
(3.3%)
(1.2%)

(n=572)

rargeted for new uses appear to be under-utilised
by this study's respondents. Another noteworthy
characteristic of the respondents in this study is
the lack of formal NPD departments (37.6% of
the firms). However, this is probably a function of
small size of the Irish firm (66% under 50 employees). Nevertheless, 71.3 per cent of the sample is
engaged in continuous new product development.
Ownership, employee and turnover figures are
also provided. These figures did not have any significant effect on the extent of external involvement in NPD.

Research Findings and Discussion
The data presented in Table 2 shows that the percentage of Irish manufacturers involving external
parties in NPD activities is relatively high (57%)
and at the outset, a very encouraging trend. It
tends to indicate that Irish manufacturers are perhaps heeding the initiatives of the government
and involving external parties in their product
development process. Nevertheless, on deeper
inspection, this finding may be somewhat misleading. The majority of firms tend to involve
only one external party in their development
process (36%) and even when multiple actors are
involved, the respondents indicated that it is the
same select few who are continuously used in all
their development projects. This display of ossification is in itself a worrying phenomenon because
it means that in most instances, Iri h manufacturers make the mistake of limiting themselves to just
32

one type of cooperation partner as a reference for
development, production and universal product
acceptance. Indeed, research in psychology and
related fields has consistently shown that familarity of experience beyond a point has a negative
effect on innovation, in that ideas become stagnant and stultification and entropy emerge among
project members (Esser, 1998; Baron & Byrne,
1987; Katz, 1982; Janis, 1972).
Table 3 profiles the external partners used in the
NPD process of the firms surveyed. The main
external actors in the NPD process are users and
as expected this is high in both consumer and
business-ta-business markets. Perhaps the interesting feature of the statistics is the high involvement
of suppliers, used by 124 firms in the sample. This
high supplier involvement is explained by the
integrated nature of many operations in which
suppliers play a vital role in delivering new products, often being responsible for key components
right up to the final stages of manufacture
(Biemans, 1992).
A more detailed examination of the different
types of external partner involved by industry is
reported in Table 4. The high pattern of external
involvement is noticeable in the telecommunications sector in comparison to all others and this
may be attriburable to the rate of change in the
industry and the rate of ob olescence making
close involvement with external parties of all

---
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~volvementof External Parties

Industry

%of Ex~rnal Customer
involvement by
industry

Industrial Supplier Competitor Research
user
Insntu~

Government Other

~arrnaceutical! chemical

==104)
Electrical & el t '
.
.
IN 8
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types a necessity. In general, the level of customer
involvement is similar across all industry types.
Industrial user involvement is characterised at a
high level in the electronic and electrical sector
but seems to be at a low level in other sectors
even where higher rates of partnership might be
expected, for example, in industrial machinery.
The involvement of suppliers is generally
high. Competitor involvement, while low, has a
higher pattern in the food, tobacco and beverage
sector pointing to competitor consortia in new
product development. Low use of research institutes and government is evident across sectors
with the obvious exception of the food, tobacco
and beverage sector, with national institutes such
as Teagasc involved in development activities.
The latter may also explain competitor involvement in national research projects coordinated by
the government or its agencies.
Although the data in Table 4 tend to indicate
that Iri h manufacturers across a number of industries are involving external actors in their development projects, it nevertheless provides only limited information about their actual involvement in
the development proces . Most of the data published about cooperation during NPD within the
Irish context examines only whether or not firms
involve external actors, not the actual involvement
of these various parties in the NPD process. Table
5 summarises the extent of external involvement
acro s an eight-stage model of product development ( ooper, 1983). The table demonstrates a

low level of involvement overall but does highlight
the greater importance of consumers, industrial
users and suppliers at all stages. Indeed, the percentages indicate that no significant difference
exists between these three parties, as they appear
to mirror each other with the same peak involvement throughout the process. The table may be
evidence of a pattern of involving different partner
types at different stages adding to the complexity
of the overall process. However, in general, the
low state of practice indicates that the performance implications alluded to in the literature
have not attracted a corresponding change in the
practice of involving external parties. The results
clearly indicate a reluctance amongst Irish manufacturers to involve external actors in their development processes. The implication of this is that
Irish companies may not be utilising all the
resources available to them and that a competitive
advantage can be gained by manufacturers
through increased interaction with external actors
(Hakansson, 1987; Biemans, 1992). For instance,
greater involvement of consumers and industrial
users in predevelopment activities can enhance the
development proce s through the provision of
innovative ideas and increasing the likelihood of
sound product concepts proceeding to developmental stages and justifying their development in
the first place (Lilien et aI., 2002; Gruner and
Homburg, 2000; Biemans, 1992; Cooper, 1983).
The low level of cooperation between industry
and research institutions such as univer ities is also
disconcerting, especially considering the emphasis
33
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Table 5

The Extent of External Involvement in Product Development Stages (%)
17

2

Idea
Marketing &
Technical
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Concept

Development

2

Testing

Trial

4
2

Launch
Consumer
(n:572)

Industrial
user

Supplier

Forfas and the government have placed on developing such innovation clusters (Forfas, 2oo4d).
The main reasons for involving external parties are
given in Table 6. These reasons are consistent with
the literature but what is surprising is that they do
not lead to a greater level of external involvement.
Given that over 43 per cent or 246 companies had
no external participation in their product development process, analysis was carried out on the reasons for the slow uptake of the external involvement concept. Using an open-ended format,
respondents (n=246; 572 - 326) were asked to indicate the major reason(s) for not involving external
parties in any development activity. The responses
obtained were categorised by the researchers and
are presented in rarik order in Table 7.

As can be seen from Table 7, the main reason
cited for not involving users and other third parties in the development process was that they had
always done it this way and saw no reason to
change. These respondents believed that no additional skills outside the company were required
and that their development process was self-contained. Similar to Bidault and Cummings (1994),
34

Competitor

Research
institute

Other

this study's respondents noted that the fear of proprietary information being leaked into the marketplace was a major deterrent for involving external parties in development projects. Other
significant reasons for not engaging in collaborative product development centred around the
issue of ownership and the belief that external
partners would complicate, lengthen and make
the development process more costly. This finding
is consistent with research by Littler et al. (1995)
on technology based products, who found that
while the majority of respondents did consider
external involvement to be beneficial, they nevertheless felt that it complicated the development
process and made it more difficult to control and
manage. A small number of respondents also
highlighted the fact that the reason that they did
not involve other parties was their lack of collaborative experience.

Conclusion
Establishing networks of collaborators to reduce
costs and to improve the NPD process remains
latent and relatively unused as a mechanism for
Irish firms to develop new products. The reluctance of Irish manufacturers to adopt a coopera-
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Reasons for Involving External Parties in Product Development

Open ended question asked:

What were the reason(s) for involving external parties in your product development process?

% of respondents mentioning factor

Reasons given
In response to supplier/customer needs
The need to be more innovative than competitors
Because of their expertise
To reduce costs
In response to a market opportunity
To reduce development risk
To reduce development times
In response to technological changes
Other

43.3%
33.7%
22.1%
16.9%
12.6%
12.6%
10.4%
10.1%
2.2%

(141 )
(110)
(72)
(55)
(41 )
(41 )
(34)
(33)

(7)

(n=3261

Table 7

Reasons for Not Involving External Parties in Product Development

Reasons for not involving users in development stages
Always done it this way (no additional skills needed)
Fears of sharing proprietary information
External involvement complicates product development,
making it more difficult to control and manage
Loss of control (ownership)
Makes product development more costly
Lengthens the development process
Product development is too specialised
Lack of collaborative experience

%of respondents mentioning factor
23.2%
19.1%

(57)
(47)

17.9%
10.9%
10.9%
10.9%
5.7%
2%

(44)
(27)
(27)
(27)
(14)
(5)

(n=246)

tive mindset is in itself surprising considering that
the small size of Irish firms would provide a logic
for involvement to maximise resources in the
process through cooperation. The investment and
prioritisation of state policy in the direction of
industry-state institution co-involvement in
developing new products is still playing a minor
role. The objective of national policy to create a
national system of innovation through linkages
and all parties working together is therefore in an
embryonic stage. In general this finding is consistent with the assessment made by The National
Competitivenes Council that in terms of developed innovation networks and clusters, Ireland
Was limited in comparison with other advanced
economie (ForH, zo04a).
Moreover, in this study, the involvement of external parties was not tested for its intensity and it is
probably safe to suggest that, if measured for
depth, the level of involvement would be much
lowet than that reported. This study is the first
comprehensive tudy with a sole focus on external

involvement in Ireland. Comparison with previous research is therefore difficult as objectives
have varied. Ledwith (2000) in a study on electronic hardware products (n=36) found low external involvement on a frequency scale comparable
to this study. Howevet, in contrast with this
study, Ledwith found a high level of involvement
with universities in developing new products.
Perhaps the reason for low industry-university
cooperation during product development has to
do with the inability of Irish companies to identifY what re earch is being carried out in third
level (Forfas, zo04a) and the general belief that
research conducted in academia has no practical
relevance for business (Forfas, Z005C). In a UK
study, Freel (zo03) found similar results with a
comparable sample to this study albeit with a low
response rate (11.5%). In the UK study, 5°% of
the companies did not involve external parties,
which is higher than the current study. One
implication of this is that involvement is only
possible where a set of collaborative competencies
is ptesent.
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Involving external parties requires a tolerance of
risk and complexity. The sources of risks were well
described when the firms were asked why they did
not involve external parties. These barriers might
be considered more ephemeral than real but do
give weight to the argument that collaboration is
not good for everyone and that perhaps an equally
efficient mechanism can be found in noncooperating firms. Nevertheless, a telling insight
that emerged from the response by some firms who
suggest the reason for non-involvement was the
lack of collaborative experience is that perhaps a
fundamental gap exists between what academics
describe as best practice and the tools practitioners
need to cooperate effectively. Indeed, there is little
practice description of the 'how to do variety' as
much comment tends to focus on the pitfalls and
factors conducive to success. The process must be
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ORGANISING FOR INITIAL MARKET
RELATIONSHIPS: THE ROLE AND
SHAPING EFFECT OF NETWORKS
Andrew Keating & Damien McLoughlin
This paper explores the process of firm creation and organisation prior to
initial market relationships. How a firm organises, and the shape in which it
emerges, are shown to be aHected by the entrepreneurial imagination
which is bounded by the institutions operating within a focal network, as
well as the direct and indirect capabilities that a firm can access. What
emerges is the importance of knowledge and the central role that networks
play in the initial phases of firm development.

Introduction
As the IMP (Industrial Marketing and Purchasing) group moves from infancy and adolescence
to maturity much has been added to the fields of
academic endeavour in marketing and management. Always at the forefront of the relational
approach to industrial marketing, the IMP
approach has moved from the initial focus upon
dyadic relationships (see Hakansson, 1982),
widening to the market as network approach (for
example, see Axelsson and Easton, 1992). In the
canon of IMP and network literature, there has by
necessity been a concentration, in general, on
exchange and in particular on connected relarionships (whether direct or indirect) and an emphasis
upon the importance of continuity and network
embeddedness and context. Much has been added
and achieved, with the likes of the ARA (actorresource-activity) network model of Hakansson
and Johanson (1992) and Hakansson and Snehora
(1995), and the theories of networking positioning
by Johanson and Manson (1985, 1992) to name
but two examples. However, although there has
been much work done, which has strengthened
and deepened knowledge around the relational
approach and the multiple facets of the ARA
model, there is a paucity of research, within this
approach, abour how firms organise to enter into
initial market relationships and what shapes the
firm in this organisational process.
Most work within the IMP tradition, understandably, concentrates on firms with some form of
developed resource base and acrivity chain with
multiple actors involved. However, certain aspecrs
are missing, particularly in the sense of how do
start-up firms create a resource base and (more
pertinently) understand which resources are necessary for them to enter into a market relationship?
Similarly, how do firms learn abour and initiate
activities thar will have exchange value? Finally,

how do firms learn which actors to approach and
acquire rhe skills necessary to successfully
approach actors that will both enable and generate
the initial exchanges for firms and create some
form of network position?
In reconnecting with the spirit of adventure contained within the IMP tradition, as opposed to
replicating pale shadows of previous IMP
research, it is our aim to explore the antecedents
to the onset of commercial market relationships.
To achieve this we need to understand how firms
organise and what affects that organisation.
Speaking plainly, we are interested in the creation
of a nascent firm's knowledge and resource base
and what are the shaping influences upon firms
prior to the initiation of market relationships.
The interest lies in these elements because they
hold key influences on the firm prior to successfully entering into commercial exchange relationships. Like the semi-porous field of IMP research
(which does not readily recognise any hardened
boundaries between marketing and management
per se) we dip into management and entrepreneurial studies, studies on venture capitalism,
return to the influential theory of the growth of
the firm by Penrose (1959) and most pertinently
the work of Loasby within the field of evolurionary economics. We do not pretend that we offer a
panacea to all of the above questions regarding
the emergence of a firm and its organisation prior
to the formation of initial market relationships.
Our field of interest lies in the world of srart-ups
in the life science/biotech space in Ireland and
this has greatly informed what is to follow.
However, this short piece does offer some ideas
about the shaping and birth of a firm prior to
market relationship development and the part
that networks have to play in this. To begin this
brief exploration ir is necessary to begin with the
entrepreneurial process.
© Mercury Publications
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The Entrepreneurial Process
Central to the successful emergence of a nascent
firm is entrepreneurship. A large initial part of the
entrepreneurial task is that of opportunity recognition, idea generation, initial organisation, and
product development. This generally falls under
the rubric of the entrepreneurial process. As outlined by Gartner (1985) studies of process have
explored the locating of business opportunities,
resource accumulation, product production and so
fOrth. In undertaking such activity information,
skills, finance and labour are required (Greve,
1995). Complementary to this entrepreneurial
process is the phase development of firms (Katz
and Gartner, 1988; Reynolds and Miller, 1992;
Greve, 1995; Greve and Salaff 2003) where firms
follow a path (often evolutionary) through various
developmental phases from idea development,
organising the founding of a firm, through to the
running of business (Greve, 1995) or motivation,
planning and operations (Greve and Salaff, 2003).
Increasingly spotlighted as central to the entrepreneurial process and development sequence/stages
are networks (see Greve and Salaff, 2003; for a
review of networks in entrepreneurial studies see
Hoang and Antoncic, 2003), where network forces
play a role in the development of the firm, in
influencing the connections that they make ro
others, the resources that they receive and the
activities that they undertake. By networks what is
implied here is similar to that of the traditional
IMP approach which is that of the embeddedness
and connectedness of firms where networks of
resources, actors, and activities have a sustained
influence through rime upon the actions of a firm.
However, with regard to start-up firms, the interest lies in the process of breaking into a given network of interest for commercial activity, creating
connections of value, and accumulating sufficient
resources to begin trading. So the accent is upon
the development of a firm's network, the shaping
effect of the focal net on the firm in its initial
development and upon the creation of some form
of network position.
This leads us back to our primary concern which
is, how can we understand the organising of a
firm prior to the initiation of primary market relationships? To explore the above, and to explore
the influence of a focal net upon the emergence of
a firm, we look at four distinct but inter-related

areas that greatly affect nascent firms - the entrepreneurial imagination, connectivity, institutions
and capabilities. A discussion of each of these elements will now follow.

Entrepreneurial Imagination
To begin to understand the organising process of
any firm prior to market relations we need to understand in some form the role of imagination. The
entrepreneurial imagination is central to firms spotting opportunities and making vital connections that
allow entrepreneurs to exploit potential gaps in a
given market. A starting point to understand imagination and networks is that of Penrose (1959!I995)
and her conception of the managerial imagination
and the productive opportunity of the firm. For
Penrose (1995), three elements play a vital role in the
growth of the firm - resources, the managerial team,
and the productive opportunity. Resources within a
firm act as a set of possible services. How these services are seen and acted upon depends upon the productive opportunity. What the productive opportunity means is '... all the productive possibilities that
... ' a firms '... "entrepreneurs" see and can take
advantage of' (Penrose, 1995, p. 31). So, the opportunities or possible services to be rendered from the
resources are tied to whether the managerial team
(or firm 'entrepreneurs') can see the opportunities in
their environment. However, even if the team can
see them they may be unable to act upon them for
various reasons such as time, market, financial constraints. They may also be restrained by uncertainty
and/or an aversion to risk or other personality characteristics.
Tied into this aspect of the productive opportunities of the firm is the part that expectations play.
What is of interest here is that the environment
and the productive opportunities are an 'image' in
the mind of the 'entrepreneur'. These expectations change and become increasingly aligned to
the market through time and the productive
opportunity set becomes more sharply focused
through the accumulation of knowledge. This
occur~ through formal knowledge and/or through
expenence.
So, in discussing the growth of the firm in particular, and the nature of the firm in general, the
expectations, possibilities, and opportunities of a
fi~m. are held within the mind of the managers
WlthlO that firm. So, the entrepreneurial imagina39
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tion becomes central. Implicit in this, and discussed by Penrose (1995, pp. xiii-xiv) in her introduction to the third edition of The Theory of the
Growth of the Firm, is that in the spotting and
development of productive opportunities that 'history matters'. Firms can only work with the
resources they have inherited through time and the
management team that they have. It helps determine whether an opportunity is seen and whether
the firm has the necessary resources to take advantage of that opportunity or, as a further developed
firm, whether they can change the configuration of
their resource base that has been affected by previous decisions. Necessarily, tied into this then is the
accumulation of knowledge. As Penrose states
(1995) 'I have placed the emphasis on the significance of the resources with which a firm works and
on the development of the experience and knowledge of a firm's personnel because these are the factors that will to a large extent determine the
response of the firm to changes in the external
world and also determine what it sees in the external world' (pp. 79-80). In brief, the central elements to be taken are that the resources available
through time and the accumulation of knowledge
affect the opportunities perceived and acted upon
by a firm. Therefore, with regard to start-up firms,
experience and knowledge are of utmost importance. This point is born out to some extent within
the literature on venture capitalism (for example
Hall and Hofer, 1993; Shepherd, 1999) where the
experience of the management team is one of the
main criteria for venture funding.
Now it is worth pointing our that Penrose alone
will not suffice for exploring the elements of the
entrepreneurial imagination and the role of networks. This is for a number of reasons. Firstly,
Penrose's (1995) focus was upon, and by design,
characteristics and limits on the internal growth of
a firm. To understand the effect of networks upon
start-up firms and their organising processes prior
to initiating market exchanges we need to take
account of the forces external to the firm that shape
how it perceives its environment. Also, as pointed
to by Garnsey (2002) and not unlike many studies
within the IMP tradition, the theory of the growth
of the firm is based on firms already of some size
with an ample resource base (though that is not to
deny that Penrose does make reference to small
firm and their special problems). Finally, in mentioning the entrepreneur and his or her perception
40

of the world (for the element of the productive
opportunity), equally important, particularly for
the entrepreneur, is how he or she is perceived by
others (Garnsey, 2002). However, Penrose (1995)
has been of value through the highlighting of the
importance of the embedded managerial imagination, the concept of the productive opportunity,
and the centrality of knowledge accumulation in
the development of firms. Nevertheless, to more
fully realise our interest in the shaping of emerging
firms and their organisational processes it is necessary to turn and explore the concepts of connectivity, capabilities and institutions.

Knowledge and Connectivity
Having pinpointed knowledge as a central element
to the exploitation of the productive opportunity it
is necessary to explore knowledge in a little more
detail. The first thing to note is that knowledge is
about creating connections. How change within
knowledge occurs is through individuals imagining
different connections that can be made between
things and this can happen because different events
(such as the direct perception of an anomalous
chemical reaction) can alter our state of knowledge,
which leads to variation within knowledge.
Similarly, imagination itself is a mental process
where new connections lead to new representations
(Loasby, 200Ia). Knowledge also exists in time.
Finally, knowledge is path-dependent but not pathdetermined and although changing there is some
stability because for knowledge to change there
must be a base for it to change from.
What is of prime value, from this conception of
knowledge, is an understanding of how knowledge
is built and changes, which is through making connections. These connections are made through the
imagination of individuals. In relation to the work
at hand, it is not a massive leap to see that a primary facet of the entrepreneur, whether it is to spot
an opportunity in the market or to build or modify
a product/service, is through connections being
made within the entrepreneurial imagination. This
holds similarity to the 'productive opportunities' of
Penrose (1995). Another important idea is that of
events and knowledge, where events in the world
can lead to changes in knowledge and these
changes can be directly or vicariously perceived.
What emerges here is that this idea of connectivity
and knowledge complements the Penrosian con-
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cept of the 'productive opportunity'. It tells us
that entrepreneurs imagining and making connections between different categories of knowledge
create these entrepreneurial opportunities. Tied
into this, changes in events lead to changes in
knowledge and in productive opportunities and
these changes are either directly or vicariously perceived. So for example, the connections made
between biotechnology and Irish economic development lead to investment in tertiary education
and investment in structures to stimulate the creation of firms in this area. Potential entrepreneurs
then scan their environment and spot and make
connections to potential opportunities in this
area. However, not all connections are possible or
accepted. At this point it is necessary to turn to
the role of institutions.

The Role of Institutions
An important aspect that impinges upon knowledge is that of institutions. Institutions act as
mental shortcuts or heuristics on how to do
things, on how to make decisions and so forth
(Loasby, 200Ib). Institutions, as described above,
are an internal form of organising things.
However, because of our limited cognitive capability, our capacity for vicarious learning and the
social world in which we live there are also external forms of institutions. These take the form of
explicit or implicit rules of behaviour, such as conventions on how to act in certain situations or
what is expected and acceptable behaviour. Such
ideas provide the basic core to literature on new
institutionalism (for example, DiMaggio and
Powell, 1983; Hodgson, 1994; Honig and Karlsson,
2004) and the starting point for complementary
literature on the nascent firms' search for legitimacy (for example Staff and McMillan, 1990;
Aldrich and Fio!' 1994; Aldrich, 1999;
Zimmerman and Zeitz, 2002).
Institutions exist within a given context (which
for us, and in the terminology of the IMp, is a particular focal net). They also exist in time and are
subject to change. Although they have a shaping
effect, they do not determine the individual
because there is space for the individual to create
new connections and through the creation of new
connections they can change institutions that exist
within their context. So for this account of institutions, in similarity to the arguments around the
avoidance of overembeddedness (Grabher, 1993)

within network studies, individuals are not completely determined by the institutions but are to
an extent shaped by them; however, with an
assumption of freewill, the individual has the ability to create new connections and by extension
change knowledge and thereby possibly modify
the institutions. Therefore, institutions shape
knowledge but knowledge can also change institutions (Loasby, 200Ib, p. 407).
Turning to the problem of innovation, with innovations being a part of the creation of new knowledge, the above conceptualization of institutions
allows for an account of the emergence of innovation. As Loasby (200Ia) states, (... innovation
depends on differences between individuals, first
in their perceptions of a situation as problematic,
and second in the responses to that situation as
problematic' (pp. 15). This once again feeds into
the idea of the entrepreneurial imagination and
perception of possible connections. Of some
interest is that institutions are a mixed blessing for
innovative behaviour (Loasby, 2000, 200Ia). This
is because institutions are anchored in the past
and are necessarily retrospective so it can be difficult for new innovations to be accepted because it
involves, for an innovation to diffuse, changes in
knowledge which can be inhibited by institutions.
Echoes of this can be seen in the literature on
technology and particularly on the diffusion of
innovation (for example, see Rogers, 1963).
However, institutions can play a positive role
because when knowledge is institutionalised, as
mentioned previously, it frees up cognitive capabilities to search and create new connections
therefore leading to new innovations.
Certain elements can be seen to be of interest from
this idea of institutions, in particular the normative
and shaping aspects of institutions. For example,
for an entrepreneur without experience of setting
up a firm institutions play a significant role in
shaping rhe nascent firm, in how to organise, the
requirements of what is expected in rhe shape of
company records, accounting procedures and so
forth. Similarly, in rhe process of raising capital, for
example, institutions will come into play, as well as
in the assembling of business plans (Honig and
Karlsson, 2004), or in how to meet the expectations of the choice criteria laid out by venture capitalists (Hall and Hofer, 1993; Shepherd, 1999). So
an important component in the creation and the
41
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transformation of the firm and its resources lies in
the shaping force of the institutions in the focal net
in which it operates. Similarly, institutions can
inhibit, for the entrepreneur's potential market, the
understanding or the diffusion of particular innovative products or ideas that they may have. What a
new firm must do is discover what particular institutions are in place in the network that they wish
to access to be able to develop their company. Brief
examples of institutions in place for assessing startups in the life sciences/ biotechnology include a
firm needing to have and prove potential intellectual property, knowledge of and proof of a potential sizeable market, and a commercially experienced team.
In sum, what has been discussed so far revolves
around the construction, organisation and
changes in knowledge that inform theories of
change and the transformation of firms.
Knowledge acts as a structure made of different
categories that are generally agreed upon but not
closed to alternative interpretations and representation. It exists in time and can be altered by the
imagination of individuals who learn to get rid of
and/or create new connections between things.
Knowledge is also changed by events, which can
cause new representations and feed into the entrepreneurial imagination. However, all is not in flux
and stability exists. This stability can take the
form of institutions, which are both internal and
external. These institutions are learnt either
directly or indirectly and provide a shaping influence, particularly as guides to how to behave and
think, therefore helping individuals deal with
uncertainty and complexity. They also give people
confidence in their actions. However, although
they are stable, they are open to change and are
shaped by as well as shaping knowledge. This
openness allows for variation between ideas and
organisations, and true to evolutionary thought,
not all variations survive: some modifY institutions and become 'naturalised' (to borrow the terminology of Berger and Luckmann, 1966), while
others die away for numerous reasons. So, in the
arguments presented about knowledge by Loasby
(2oOIb) there is a move away from the idea of
there being complete knowledge, of which it is
worth noting that Loasby is dissenting from
knowledge as encapsulated by neo-classical economics, towards partial and changing knowledge
that is constructed and changed through connec42

tivity, but connectivity from a system that already
exists and operates on a process of selection.
In placing the arguments above in the context of
this work, the centrality of imagination, particularly entrepreneurial imagination, can be seen.
However, this is not an unbounded imagination
but one that is fettered by certain restrictions in the
form of institutions and will depend upon a
process of selection as to whether the new connections will be made and legitimised by others. As
stated earlier we are interested in the 'productive
opportunity' of Penrose (1995). So far what we have
is a more fully developed explanation of the productive opportunity because of the further development of the bounded entrepreneurial imagination
through the effects of institutions on the creation
and emergence of an idea and also a firm. So we
have moved from the managerial imagination and
the productive opportunity and what constrains a
firm internally to briefly outlining the role of institutions external to a firm and how they can play a
role in the shaping, organising and perceptions of a
firm. However, the story is incomplete. A vital
component that is missing is how the bounded
imaginings of a firm become realised. It is now necessary to visit the area of capabilities.

Capabilities
Ideas about capabilities have their antecedents in
Penrose (1959!I995) and Richardson (1972).
Although a well developed field of theory exists in
the form of the dynamic capabilities/knowledge
based view of the firm (for example, see reader by
Dosi, Nelson and Winter, 2002), our interest in
capabilities resides within the idea of the development and use of knowledge as presented by
Loasby (20olb). Capabilities, for this paper, are
about the knowledge or skill about how to do
something. So, although knowledge might reside
about productive opportunities there is the need
for the availability of the skills to take advantage
of it (Loasby, 1998a).
'Capabilities' is a slippery concept; as Loasby
(1998a) states, 'Capabili ties are the least definable
kinds of productive resources. They are in a large
measure a by-product of past activities, but what
matters at any point of time is the range of future
activities which they make possible' (Loasby, 1998a,
p. 144). Capabilities exist in many different forms:
they could for example be in the form of how to
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find and produce particular goods or services; they
could be in the form of interpreting information
and seeing opportunities; or they could be in the
form of organisational skills. For a discussion on
definitions and taxonomies of capabilities and
resources see Helfat and Liberman (2002).
Although capabilities are difficult to define, the
presence or absence of certain capabilities will shape
future actions by allowing certain paths to be followed and constrain other imagined connections.
Capabilities will also affect problem representation.
This point here mirrors the idea of Penrose (1995)
and the productive opportunity and the management team where the productive opportunities to
be imagined and followed are hedged by the capabilities of the firm, which are developed through
experience. Capabilities also need to be organised;
how they are organised will affect what new knowledge, new productS, and new skills will emerge.
For a firm, having a certain capability in organisation and production is not enough (Loasby, 1998a).
They need also to have the capability to see opportunities within a market and to be able to make
connections, similar to Penrose's (1959!I995) managerial imagination, between existing resources and
possible 'services' to be rendered. For this to occur,
they have to have the necessary imagination to
make connections within a firm to produce these
opportuniries and also the ability to realise these
opportunities, which holds similarity to the needs
of an entrepreneur of having the capability of persuasion for the acceptance of entrepreneurial vision
as discussed by Win (1998a). As distinguished
berween by Loasby (1998a), firms and in particular
their managers need direct capabilities, which are
the knowledge of how to do things for themselves,
but they also need indirect capabilities, which deal
with a firm having the ability to get things done for
it that it cannot, at a particular point in time, do
for itself

As pointed to by Loasby (1998b) and Araujo,
Dubois and Gadde (2003), this plays upon the
distinction made by Nelson and Winter (1982)
berween knowing how to do something and how
to get something done and further develops
Penrose's (1959!I995) resources and productive services and Richardson's (1972) capabilities and
activities. So 'know how' has rwo forms - the
knowledge of a firm of how to do something fOt

itself and the 'know how' to create the necessary
connections to access something that it cannot do
for itself (Loasby, 1998b). This idea of indirect
capabilities is an important aspect, particularly for
a start-up firm, although it does depend on the
circumstances and context of the firm, in that one
of the main activities of the firm is in developing
indirect capabilities that give it access to other
forms of resources and capabilities. So 'knowledge
how' is combined with 'knowledge whom'
(Loasby,1998b).
Nascent firms, in the main, begin with little or no
resources bar the personal resources and initial
organisational endowments that they bring (Shane
and Stuart, 2002; Brush, Greene and Hart, 2001).
In the field of entrepreneurship, particularly for
new firms with thin resource bases, these indirect
capabilities are often viewed as being especially
crucial to start-up firms because to survive they
must gain access to many different forms of
resources (for example, finance) and a major
determinant of survival and growth is their connections to others and the knowledge of when and
how to use these connections. In the literature
such capabilities come in the form of personal
resources, which in this instance are often
expressed in the form of social capital and the
level of capital is seen through the depth and quality of their social nerworks (for example, see
Aldrich, 1999; Aldrich and Martinez, 2003; Brush,
Greene and Hart, 2001; Greve and Salaff, 2003).
So the necessity of these indirect capabilities, especially in realising particular opportunities, is the
ability to see what capabilities the firm does not
have and cannot develop itself for various reasons
and to have the knowledge to make the necessary
connections to access those missing capabilities.
How we access capabilities is through inter-firm
co-operation and the mechanism of the market. In
developing access to markets, as noted by Loasby
(1998a) and commented upon by Araujo and
Easton (2001), investments need to be made that
are both internal and external to the firm. External
investments involve gaining a reputation, building
relationships and doing business with firms over
time in the market operated in. These external
investments take time to develop. Internal investments involve developing and adapting capabilities
and anticipating needed capabilities (knowledge of
which accrues from experience); often the capabili43
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ties earmarked for development are rhose that are
of interest and value to the market. This holds
much similarity to the market and marketing
investments as outlined by Johanson and Mattsson
(1985). However, for start-up firms they are only
making these initial market and marketing investments and a key aspect is not so much established
inter-firm co-operation but rather the development
of inter-firm co-operation.
In sum, capabilities are types of intangible
resources that take the form of skills in the ways of
directly doing things as well as knowing how to
access other capabilities not held by the firm,
seeing potential opportunities and finding ways of
realising those opportunities. Capabilities are developed through experience. Firms specialise because
of the capabilities that they have but within this
specialisation in particular areas there is variety
because of imagined connections and the realisation of these connections. The capabilities that a
firm has impinge upon how they see the world and
the paths along which they develop. How the capabilities that are held within a firm are organised
affects what new skills will emerge. Finally, a key
aspect of capabilities is the ability to realise the lack
of certain necessary capabilities within a firm,
which leads to the primary need for the creation of
connections with others that give access to necessary skills to develop a firm or a new product or a
service. As Loasby (1998a) states, 'the knowledge
required to make and sell any firm's products
resides in the structure of direct and indirect capabilities within that firm, supplemented by the
structure of indirect capabilities that connect it
with other firms.' (p. 154) So, knowledge is developed by connections but the possibility of those
connections being made resides in the capabilities
of the firm to realise those connections and the
acceptance of these new connections by those
within the firm and those external to the firm. So,
what we get is a further developed idea of the 'productivity opportunity' of Penrose (1959!I995) and a
strong link into the ideas of Richardson (1972) on
the centrality of co-operation between firms.
A key question that arises, though, that has not
been broached, is how do we know what capabilities are important and which succeed and which
fail? An answer to this resides in the institution of
the market and how, as previously discussed in the
evolution of knowledge, institutions can affect what
44

is accepted and what is not; however, changes in
those institutions can also lead to changes in the
capabilities that are required. Of interest then from
this brief outlining of capabilities are the aspect of
capabilities as experience, the different forms that
capabilities take, and the role of imagination. For a
start-up firm the relatively undeveloped nature of
their capabilities, although depending on the previous experience of the entrepreneurs, affects how
they act, behave and organise within the firm.
Similarly, it will affect the forms of capabilities that
they possess, for example their production knowledge, their understanding and interpretation of
market information and their ability to access and
make connections to various resources and to
develop them accordingly. The development of
indirect capabilities is crucial to the start-up firm
because of their lack of many things like financial
resources or experience or knowledge of patenting.
Finally, the centrality of imagination is held within
the idea of capabilities but one that is further developed in that, implicit in the inaction of the imagination, certain capabilities must be present for these
entrepreneurial imaginings to be realised. These
capabilities, depending on the situation, include
organisational, interpretative, and relational skills.

Conclusions
It has been our undertaking to find avenues for the
exploration of the process of firm creation and
transformation through networks prior to the initiation of market relationships. In doing this, we
have seen the firm as being made up of resources
that are influenced in their use by the management
team. As firms are made up of bundles of resources
that are inherited through time, their future use
and configuration and the avenues in which a firm
can travel are affected by what is available to management and the experience of the management
team. In coming to this point we have seen that
what holds our interest is the ideas of managerial/entrepreneurial imagination, direct and indirect
capabilities, institutions, and markets as networks.
In looking at these elements, what we have found is
that in the initial interest in the semblance of the
productive opportunity and the entrepreneurial
imagination we find a fuller expression of this idea
in the concepts of connections, knowledge, institutions and capabilities. This is becau e when talking
about the creation and transformation of nascent
firms what we can see is that thi process is bound
by the knowledge of the firm in the type of con-
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nections that firms make and also that those connections are hedged by the institutions within a
network. Central to this is the idea of capabilities.
However, adding value to the concept of capabilities is the aspect of indirect capabilities. This is a
central element in the creation of a firm because
the capabilities that it has, although this is mitigated by idiosyncratic factors such as capital and
experience, are quite likely to be limited. Therefore, the creation of external connections to others
and the knowledge of whom to use to create these
connections are central to the creation and initiation of market relationships.
To speak more practically, the process of firm creation entails the use and development of networks
that enable the development of initial market relationships. New firms have to be able to develop new
ideas, which arise through the entrepreneurial imagination, and to have the capabilities and experience
to exploit these ideas. However, many firms lack the
necessary resources and capabilities to exploit new
ideas. Therefore it is necessary for firms to know
what resources and capabilities they need and to
gain access to and develop the necessary resources
and capabilities to initiate market relations. How
this is achieved is often through creating connec-

Authors
Andrew Keating is a lecturer in marketing at UCD
Michael murfit School of Business. He has published a number of papers on network and market
themes in journals and also has presented at IMP
conferences as well as being a member of the crossdisciplinary STS (science, technology and society)
consortium and has presented papers on a number
of occasions at its conference. His research deals
with the organisational processes of firms and the
shaping influences of networks upon start-up firms
prior to relationship initiation in the life sciences.
Damien McLoughlin is a senior lecturer in
marketing and director of the marketing
development programme at the UCD Michael
Smurfit School of Business. In 2004, he was a
visiting professor in marketing at the S.c.
]ohnson Graduate chool of Management,
Cornell University (USA). He has been associated
with the IMP Group for more than ten years and
chaired the 1999 annual conference in Dublin. He
is also a member of the IMP Market Studies

tions to others; for example for start-ups in the life
sciences, it could be with venture capitalists, relevant practitioners within industry, and figures
within government agencies. As well as this, firms
need to be aware of the institutional forces at play
in the network that they wish to access, for example
the criteria for financing a potential start-up, or the
criteria used by potential relational partners and the
wider network to judge what is and is not an
acceptable and usable product/service.
To conclude, this short piece has explored the
antecedents to the creation of market relationships
in networks. In the spirit of the IMP we have tried
to account for, through a range of literature from
evolutionary economics to entrepreneurship, what
happens to and shapes a firm prior to market relations. Similar to the IMP perspective on networks,
connectedness, context, and the generic ARA
model are all in some way central. However, to
add to the IMP perspective, what we have tried to
do is to put an emphasis upon the bounded imagination, the shaping influence of institutions
within a focal net, and the centrality of 'knowledge how' and, in particular, 'knowledge whom' in
the initial stages of development of nascent firms
prior to market relationships.

Group which was formed in 2003 with the
intention of expanding understanding of markets
within marketing. He is a member of the editorial
board of Industrial Marketing Management and
Journal ofBusiness-to-Business Marketing.

References
Aldrich, H.E. (1999), Organisations Evolving, Sage
Publications, London.
Aldrich, H.E. and C. Fiol (1994), 'Fools rush in? The
institutional context of industry creation', Academy of
Management Review, vol. 19, pp. 645-70.
Aldtich, H.E. and M. Marrinez (2003), 'Entrepreneurship as
social construction', in Z.]. Acs and D.B. Audretsch (eds),
The International Handbook ofEntrepreneurship, Keuwer,
Dordrechr.
Araujo, L. and G. Easton (2001). 'Investments, position and
strategy from a network perspective'. L-G. Marrsson's
Festschrift, Stockholm School of Economics.
Araujo, L., A. Dubois and L.-E. Gadde (2003), 'The multiple
boundaries of firms', Journal ofManagement Studies, vol. 40, no.
5, pp. 1255-77.
Axelsson, B. and G. Easton (eds.) (1992), Industrial Networks: a
New View ofReality, Rourledge, London.

45

Irish Marketing Review

Volume 18

Number 1

& 2

2006

----------------------------

InternationalJournal ofResearch in Marketing, vol. 3, no. 2, pp.

Berger, P.L. and T. Luckman (1966), The Social Comtruction of
Reality, Ooubleday, Garden City, New York.

18 5---95.

Brush, c., P. Greene and M. Hart (2001), 'From initial idea to
unique advantage: the entrepreneurial challenge of
constructing a resource base', Academy ofManagement Executive,
vol. 15, no. I, pp. 64-78.

Johanson, J. and L.-G. Mansson (1992), 'Nerwork positions and
strategic action - an analytic framework', in B. Axelsson and G.
Easton (eds.), Industrial Networks: a New View ofReality,
Routledge, London, pp. 205-17.

OiMaggio, P. and W. Powell (1983), 'The iron cage revisited:
institutional isomorphism and collective rationality in
organisational fields', American Sociowgical Review, vol. 48, pp.
147-60 .

Kat2, J. and W.B. Ganner (1988), 'Properties of emerging
organizations', Academy ofManagement Review, vol. 13, no. 3,
pp. 429-41.

Oosi, G., R. Nelson and S. Winter (eds.) (2002), The Nature
and Dynamics ofOrganisational Capabilities, Oxford University
Press, Oxford.

Journal ofEconomic Behavior and Organisation, vol. 35, pp.

Garnsey, E. (2002), 'The growth of new ventures: analysis after
Penrose', in C. Pitelis (ed.), The Growth ofthe Firm: The Legacy
ofEdith Penrose, Oxford University Press.
Gartner, W. (1985), 'A conceprual framework for describing the
phenomenon of new venture creation', Academy ofManagement
Review, vol. 10, no. 4, pp. 695-706.
Grabher, G. (1993), 'Rediscovering the social in the
economics ofinterfitm relations' in G. Grabher (ed.), The

Embedded Firm: On the Socioeconomics ofIndustrial Networks,
Roucledge, London, pp. 1-32.
Greve, A. (1995), 'Nerworks and entrepreneurship - an
analysis of social relations, occupational background, and use of
contacts during the establishment process', Scandinavian
Journal ofManagement, vol. II, no. I, pp. 1-24.
Greve, A, and J. Salaff (2003), 'Social nerworks and
entrepreneurship', Entrepreneurship, Theory and Practice, vol. 28,
no. I, pp. 1-22.
Hakansson, H. (ed.) (1982), International Marketing and
Purchasing ofIndustrial Goods: An Interaction Approach, John
Wiley and Sons, New York.
Hakansson, H. and J. Johanson (1992), 'A model ofindusrrial
nerworks', in B. Axelsson and G. Easton (eds.), Industrial
Networks: a New View ofReality, Roucledge, London, pp. 28-3 6 .
Hakansson, H. and 1. Snehota (eds.) (1995), Devewping
Relatiomhips in Business Networks, Routledge, London.
Hall, J. and C. Hofer (1993), 'Venture capitalists' decision criteria in new venture evaluation', Journal ofBusiness Venturing, vol.
8, no. I, pp. 25-42.
Helfat, C. and M. Lieberman (2002), 'The birth of
capabilities: market entty and the importance of pre-history',
Industrial and Corporate Change, vol. H, no. 4, pp. 725-60 .
Hoang, H. and B. Antoncic (2003), 'Nerwork-based research in
entrepreneurship: a critical review.' Journal ofBusiness Venturing,
vol. 18, no. 2, pp. 165-87.
Hodgson, G (1994), 'The rerurn of institutional economics', in
N. Smelser and R. Swedberg, The Handbook ofEconomic
Sociology, Princeton University Press, Princeton, NJI, pp.
108-37·
Honig, B and T. Karlsson (2004), 'Instirutional forces and the
written business plan', Journal ofManagement, vol. 30, no. I, pp.
29-48.
Johanson, J. and L.-G. Mansson (1985), 'Marketing
investments and market investments in industrial nerworks.'

Loasby, B. (I998a), 'The organisation of capabilities',
139-60.
Loasby, B. (I998b), 'The concept of capabilities', in B. Loasby
and N. Foss (eds.), Economic Organisation, Capabilities and CoOrdination: Essays in honour ofG.B. Richardson, Roucledge,
London, pp. 163-81.
Loasby, B.J. (1999), Knowledge, Imtitutiom and Evolution in
Economics, Roucledge, London.
Loasby, B. (2000), 'Market institution and economic
evolution', Journal ofEvolutionary Economics, vol. 10, pp.
297-3 0 9.
Loasby, B. (200Ia), 'Cognition, imagination, and institutions in
demand creation' Journal ofEvolutionary Economics, vol. 21, pp.
7-2 1.
Loasby, B. (200Ib), 'Time, knowledge and evolutionary
dynamics: why connections matter', Journal ofEvolutionary
Economics, vol. II, pp. 393-412.
Loasby, B. (2002), 'The significance ofPenrose's theory for the
development of economics', in C. Pitelis (ed.), The Growth of
the Firm: The Legacy ofEdith Penrose, Oxford University Press,
Oxford, pp. 45-59.
Nelson, R.R. and S.G. Winter (1982) (1997), 'An
evolutionary theory of economic change', in N. Foss (1997),
Resources, Firms and Strategies: A Resource Based Reader, Oxford
University Press, Oxford, pp. 82---99·
Penrose, E. (1959) (1995), The Theory ofthe Growth ofthe Firm,
Oxford University Press, Oxford.
Reynolds, P. and B. Miller (1992),' ew firm gestation:
conception, birth, and implications for research, Journal of
Business Venturing, vol. 7, pp. 405-17.
Richardson, G.B. (1972), 'The organisation of industry', The
EconomicJourna~ vol. 82, September, pp. 83---96.
Shane, S. and T. Smart (2002), 'Organisational endowments
and the performance of university start-ups', Management
Science, vol. 48, no. I, pp. 154-70
Shepherd, O. (1999), 'Venture capitalists' assessment of new
venture survival', Management Science, vol. 45, no. 5, pp. 621-3 2.
Starr, J.A. and LA. McMillan (1990), 'Resource cooptation via
social contracting: resource acquisition strategies for new
ventures', Startegic Management Review, vol. II, pp. 79-9 2.
Win, U. (1998), 'Imagination and leadership', Journal of
Economic Behavior and Organisation, vol. 35, pp. 161-77·
Zimmerman, M. and G. Zeit2 (2002), 'Beyond survival:
achieving new venture growth by building legitimacy',
Academy ofManagement Review, vol. 27, no. 2,
pp. 414-31.

~----------------------------

BUIILDING AND SUSTAINING
TRUST IN NETWORKS: LESSONS
FROM THE PERFORMING ARTS
Breda McCarthy
This paper focuses on the role of the network coordinator in creating an
atmosphere of trust in a cultural network. The study describes motivations
for participating in networks and their associated consequences. The study
emphasises that although network members and artistic programmes are
subiect to change every year, temporary relationships exist within a
permanent, stable structure. The paper describes different types of trust rational, swift and latent - that are associated with this type of network

structure. 1

Antecedents of Trust in Network
Settings
Networks are defined as an enduring relationship
between two or more organisations (Thorelli,
1986). The literature on network forms emphasises
the need for a high level of trust (Miles and Snow,
1992; Creed and Miles, 1996). Trust constitutes
the bedrock of networks, which 'are by definition,
embedded in personal relationships and social
dynamics' (Nassimbeni, 1998, p. 547). Trust exists
when one party has confidence in an exchange
partner's reliability and integrity (Morgan and
Hunt, 1994) even in the face of risk (Lewis and
Weigert, 1985). Trust is one party's willingness to
be vulnerable to another party based on the belief
that the latter party is competent, honest, concerned and reliable (Mishra, 1996).
Networks tend to specialise in the exchange of
goods or services that are difficult to contract,
such as a cultural good. Culture refers to 'manmade artifacts or performances that move us and
expand our awareness of the world and of ourselves' (Cowan, 1998, p. 5). Cultural goods are
designed to stimulate, provoke reflection, entertain and improve quality of life (Lampel et al.,
2000). Cultural institutions include heritage
(mu eums, galleries and built heritage), the performing artS as well as the film, television broadcasting and book industries (Boorsma et al.,
1998). Given that trust is a key constituent of
industrial networks, one would expect trust to be
a major lubricant of networks engaged in the production of a cultural good. In the arts sector,

1

The work reported here was supporred by a grant from the
Irish Research Council for rhe Humanitie and Social
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there are a myriad of ways in which actors can
disappoint: a sponsor may fail to honour funding
commitments, artistic disagreements and rivalries
may hamper performances, volunteers could disappoint by withdrawing their labour. The possible consequences of a trust deficit are poor
reviews, loss of reputation, delays, cash-flow
crises, and ultimately, the failure of the network.
Moreover, people in the arts sector are faced wirh
the problem of building trusting relationships
under conditions that do not enable trust to
flourish. Creative enterprises are characterised by
commercial and artistic risk (Hirsch, 1972). Lack
of funds, coupled with uncertainty about the
results of artistic production (Hirsch, 1972) is
often a factor that curtails innovation. Artistic
productions are akin to research and development
ventures and face similar challenges: 2 under-funding, job insecurity and protection of intellectual
property rights.
Studies show that a wide range of factors (including personality) influences the propensity to trust
(Mayer et al., 1995). The arts sector is a small
close-knit community, and studies show than in
such a setting, information on reputation can be
easily spread, and trust is driven by both the
threat of punishment and the rewards derived
from maintaining a good reputation (Shapiro,
Sheppard and Cheraskin, 1992). Professional
musicians devote themselves full-time to rehearsal
and performance; a live performance is a creative,
non-standard, 'experience' good and it is an
example of a product or service that is difficult, if

2

The Arts Plan 1995-1997 published by the Arts Council,
1994; Coopers and Lybrand, 1994; The Forte Report, 1996;
Goodbody Report,

2003.
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not impossible, to enforce contractually (Uzzi,
1996; Caves, 2000). The audience for an artistic
product is the self, together with one's peers,
industry professionals and the public at large
(Hirsch, 1972) and academic excellence and academic recognition are the main sources of reward
(Hirschman, 1983).
The sociologist Zucker (1986) views trust as being
process-based, characteristic-based and institutionally-based. In the process mode, trust arises
through experiences of reciprocal exchange. This
argument is a variant on the concept of trust
being knowledge-based (Lewicki and Bunker,
1996) where one party trusts another party
because they have interacted reliably with each
other in the past (Bromiley and Cummings,
1992). Characteristic-based trust is rooted in
social similarity, where people tend to respond
positively to similar others since behaviour can be
reliably predicted (Kramer, 1991; Zucker, 1986).
Trust based on common membership of a social
identity group is a 'depersonalised' form of trust
(Brewer, 1981) and it emerges quickly in temporary systems (Mayer et al., 1995). Trust is also
institutionally-based (Zucker, 1986), which refers
to the public's trust in the professions, as well as
civil laws and regulatory agencies which allow
those wronged in commercial transactions to
complain or sue (Tyler and Kramer, 1996). This
argument is similar to the view that trust is deterrence-based (Shapiro et al., 1992) and to that of
political scientists (Axelrod, 1984) who argue that
the 'long shadow of the future' serves to induce
cooperative behaviour. This approach reflects an
essentially 'calculative' notion of trust (Deutsch,
1973) where the costs and benefits of acting in a
distrustful way are evaluated. Social groups can
exert informal control over the behaviour of individuals, such as' refusing to deal with rule-breakers. Thus, three main factors: past exchange,
expected future exchange and presence of third
parties (Zucker et al., 1996) help engender trust.
Thus:

Proposition

I: The possibility of future exchange is
a critical ingredient in the formation of rational trust between network actors.

Proposition

2: Past exchange is a critical ingredient
in the formation of rational trust between network actors.

The rational model of trust, however, is hard to
reconcile with the practice of project-based organising. Dynamic networks (see Snow et al., 1992) are
often designed to facilitate the completion of projects. They are temporary in nature; in other
words, they have a short- or medium-term focus;
decisions about lifespan are based solely on the
duration of the project and product lifecycle
(Kasper-Fuehrer and Ashkanasy, 2003). Projects are
vety diverse, and include film, theatre, election
campaigns, juries, construction, paramedics, where
a team of people is assembled to carry out a task,
and then disbands once the task is accomplished
(see Meyerson et al., 1996, for an excellent review).
Projects are defined as temporary coalitions of
actors that are assembled by a project manager, via
a web of social contacts, ties and actors from previous projects (Grabher, 20ma, 2002a; Ekinsmyth,
2002). All projects share common characteristics:
they are goal-oriented, time-limited and contain
unique or non-repetitive elements (Engwall, 1998).
These characteristics are commonly found in arts
organisations.
The concept of 'swift trust' has been developed by
Meyerson, Weick and Kramer (1996) in an attempt
to account for the presence of trusting behaviour in
a project-oriented environment. Recent studies of
virtual organisation Gones and Bowie, 1998;
Kasper-Fuehrer and Ashkanasy, 2003) and global
virtual teams (Jarvenpaa et al., 1998) have posited
that swift trust is applicable in these domains. In
these situations, there isn't always time for trust to
emerge between members (Defillippi and Arthur,
1998) given that trust requires personal contact and
bonding over time (Handy, 1995).
Projects are examples of temporary systems which
'exhibit behaviour that presupposes trust, yet traditional sources of trust - familiarity, shared experiences, reciprocal disclosure, threats and deterrents, fulfilled promises and demonstrations of
non-exploitation of vulnerability - are not obvious in such systems' (Meyerson et al., 1996, p.
167). In temporary teams, there is a strong
emphasis on task performance and team members
work together under tight deadlines. The members have never worked together and do not
expect to work together in the future, but they act
as if trust is present from the start. According to
Meyerson et al. (1996, p. 180) , wift trust may be a
by-product of a highly active, proactive, enthusi-
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Trust in Network Settings: Towards a Conceptual Framework
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astic, generative style of action.' The presence of
leaders who are goal-driven and willing to take
the initiative helps engender swift trust in temporary teams Oarvenpaa et al., 1998). Other factors
reduce trust requirements. For actors in temporary systems, reputations are vulnerable and
prospects for future interactions are at stake
(Meyerson et al., 1996). Thus, trust flourishes in
temporary systems due to the 'reputational
factor', small labour pool in which word can
spread, high level of interdependencies and rolebased interaction. Trust is 'category-based' rather
than 'personality-based' in the sense that professionals are expected to adhere to the values of
their profession. A drawback of 'swift trust' is its
fragile nature, and violation of trust by an individual may be highly damaging. The swift trust
that exists in temporary teams is also made possible by the presence of a co-ordinator or contractor whose reputation is also at stake because he is
responsible for assembling the group in the first
place (Meyerson et al., 1996, p. 171). Therefore:

Proposition 3: The role of the nerwork coordinator
is critical in creating an atmosphere of trust.

dimension, it is rational, and it emerges between
project members due to shared experience. These
writers use the term 'latent organisation' to
describe an entity that is not developed, manifest
or visible, but it awaits developing. A 'latent network' can be re-activated quickly, at short notice,
when the need arises. According to Grabher
(200Ib), projects are 'embedded in layers of networks, localities and institutions'. Likewise,
Goldman et al. (1995) argue that virtual enterprises are based on an underlying stable network,
i.e., a pool of firms, from which members can be
recruited when a specific business opportunity
arises. A study on the German television sector
(Sydow and Staber, 2002) found that project networks are 'institutionally embedded', which
implies the presence of institutions such as training institutes, state agencies, sponsors, banks,
and so forth, that provide resources but also
implies high levels of interaction among interdependent actors. Thus,

Proposition s: In dynamic systems, trust is latent,
but trust also emerges swiftly and it enables network members to perform clearly defined roles
under tight deadlines.

Proposition 4: The presence of third parties facilitates the formation of trust.
In recent times, scholars have started to challenge
the notion of the 'lonely project' (Engwall,
2003), i.e., the treatment of projecrs as solitary
units, detached from history and context. Rather
it is proposed that, over time, effective project
teams are based on longstanding relationships. A
study on the UK television industry (Starkey et
aI., 2000) found that freelance workers develop
social and reputation ties, which carry them from
project to project. Thus trust has a historical

Figure I proposes a conceptual framework of the
factors influencing trust in the performing arts,
which is based on the five research propositions
outlined in the literature review.

Motivations for Entry into Networks
in the Cultural Sector
The resource dependence theory of organisations
(Aldrich and Pfeffer, 1976; Pfeffer and Salancik,
1978) calls attention to resource constraints that
explain the rise of nerworks. The resources
exchanged between actors include capital, informa49
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tion, advice, emotional support and legitimacy signals (Hoang and Antoncic, 2002). Research shows
that all kinds of relationships develop berween arts
organisations and other entities out of necessity
(McCarthy and Torres, 2005). For most artists, a
primary concern is employment or performance
opportunities. Studies show that artists' careers are
dependent on their position in nerworks and their
relationships with other artists, galleries and cultural institutions (Giuffre, 1999; Holmlund and
Tornroos, 1997). Studies in creative realms such as
advertising (Grabher, 2002b) and film (DeFillippi
and Arthur, 1998) show the cumulative impact of
social nerworks on career progression.
Nerwork legitimacy leads to nerwork persistence
because it helps actors attract resources
(Holmlund and Tornroos, 1997). Legitimacy
(Suchman, 1995, p. 574) is 'a generalised perception or assumption that the actions of an entity
are desirable, proper or appropriate within some
socially constructed system of norms, values,
beliefs and definitions'. Legitimacy refers to the
need to appear to conform to the prevailing
norms, beliefs or expectations of external constituents (DiMaggio, 1992). In a general sense,
legitimacy comes to the fore in debates about
'what is art', and 'does art merit public subsidy?'
and it reflects the level of socio-political support
afforded to the arts. Gatekeepers have the power
to confer legitimacy on art or an artistic organisation. Hirsch (2000) has emphasised the critical
roles played by a gatekeeper - the art critic - in
connecting the creators/artists to a mass audience.
Cowan (1998) defines gatekeepers more broadly, as
individuals who make judgements about aesthetic
quality and have the latitude to educate audiences,
refine and develop sophisticated and specialised
tastes. Thus the artistic director can play the role
of gatekeeper in the sense that they guard access to
the nerwork and can open or close the door to the
producers of an artistic product. Thus,

Proposition 6: Legitimacy i a key resource in networks and needs to be leveraged by the network coordinator.

• What role does the artistic director play in
shaping trust in the performing arts domain
and influencing nerwork members' perceptions?
• How does swift trust unfold during the life of
an artistic project?

Research Methods
A decision was taken to focus on the performing
arts, since this sector represents temporary systems
and specific settings in which a 'set of diversely
skilled people work together on a complex task
over a limited period of time' (Goodman and
Goodman, 1976, p. 494). The performing arts
include theatre, dance, opera, symphony music,
and choral music, and are distinct from other art
forms (Bensman, 1983). The performing arts are
characterised by live performances and the finality
of performance. As the most directly social of all
the arts, the performing arts place a premium on
the performer's star quality, personality and presence. Moreover, the musicians are profe sionally
trained, and intense occupational commitment
and interpretation are typically associated with the
performing arts. Another trait linked with the performing arts is dependency on external support,
such as orchestras and grants, to subsidise the
rehearsal and performance of new works. The performing arts are di tinct from other art forms
which may have implications for nerwork theory,
e.g., the social and quasi-commercial nature of
venture, the presence of mainstream, well-established organisations in a national context, but also
young art organisations, which should provide
good contrast. Finally, re earch intO the construct
of truSt in a particular type of nerwork has been
very limited.
A qualitative methodological approach was chosen
on the grounds that it would best explain the
proce s of nerwork formation, type of relationships formed and the rea oning behind tru ting
behaviour. According to Huggins (2000), qualitative approaches are be t suited to exploring the
motivations to nerwork and characteristics of networks. Thi study wa exploratOry and its purpose
was to gain experience and raise issues for further
re earch.

Research Obiectives and Questions
The research questions of this study are as follow:
•

What are the factors that facilitate the formation of trust in cultural nerworks?

Methodologi ally, the paper i ba ed on ten emistructured interviews with experts and founder of
art organisation . The interview la ted for one to
rwo hour and were conducted berwecn June 2003
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and June 2005. The sample was drawn from the
music and theatre sectors. While all of the subjects
were well-established organisations (and therefore
enjoyed the trust and support of key actors), one
organisation that launched an innovative theatre
project was chosen to help illuminate the notion
of 'swift trust'. Experts were as follows: a member
of the Arts Council, a professor of music, director
of music from a TV broadcasting station, and
director of the Music Board of Ireland) Secondary
data sources included arts programmes, government reports, newspaper articles, books and websites.

Research Findings
Role of network coordinator: building trust
and leveraging personal assets
The role of the artistic director is central to the
Success of the network. In the words of one
expert:
A good director in a resource organisation can do
an immense amount of good ... can energise an
entire region for a year by virtue of the people
he/she brings in, by bringing in major international
figures, local and national artists ... he/she can
make all orts of interesting combinations and possibilities that spark in people's minds, can give
people a sense of being valued, of being on the
map, socially as well as professionally, a good
charismatic director of a festival can do that ...
First and foremost, the arts organisation has to capture the imagination of the public it serves and it
aI 0 has to satisfY the ponsor that it is doing that
on the basi of prudent financial management ...
Without that committed, charismatic, passionate
individual, the best designed support systems in the
world won't work.

Thus, the per onal attribute and skills of the
ani tic director - charisma, personal contacts,
friend hip, knowledge of mu ic - are all assets
that are leveraged in order to develop a successful
ani tic programme. The network was designed for
the exchange of an intangible resource, a live performance, that draw an emotional response from
the audience. In the words of one respondent
(company D):

3 The Mu ic Board of Ireland was established in 2001 [0 act
as a f, rum for debate and [0 advise policy makers on how
b t [0 upporr the mu ic ectOL

For us, the music is the most important thing. We
are not going to get caught up in selling a product
to people who don't know what it is they are getting. It is very important that when they come they
have as much information as possible ... it's important that they begin to develop some involvement
with music itself and don't come for social reasons.

The study shows that the commitment of the
founders/directors enabled them to create an
atmosphere of trust. In the words of one respondent (company A):
The two people running it are the two people who
started it ... it's our baby and that puts a whole different focus on it. It's not really a job where you get
paid for it at the end of the month ... our strengths
lie in the closeness of the people that are actually
running the competition. We built up the competition because of the trust and enthusiasm of the
people.

Another respondent remarked that the major
strength of the orchestra was the 'commitment'
and 'belief' of everyone to the organisation. These
quotations suggest that trust is personality-based
and it was the sheer force of the artistic director's
personality that generated suppon from network
members.
Role of the network coordinator: establishing
legitimacy
The case study data suggests that legitimacy is a
key resource in the network, and it contributed to
the longevity of the network. One chief executive
(company E) remarked that:
The legitimacy of the product, of what we are, that
is of paramount importance. Public perception is
very important, it is important that the public
knows about this orchestra ...

In the que t for legitimacy, the artistic directors
acted as gatekeepers and screened and selected
suitable performers. They went to conferences,
attended live performances, and regularly received
c~rricula vitae and sound recordings from musicians.
The artistic directors were pioneers: in the words
o~ one respo~dent (co:opany C), he 'belonged to a
different era. In relation to company A, the mission was to 'raise awarene s and standards of
musical education, most specifically piano'. The
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competition was founded at a time when Irish students had to go abroad to attend competitions
and experience the standards of their peers. The
founders needed to attract the support of legitimate actors and institutions, and they measured
success in terms of scholarship awards, performing
opportunities for competition winners, and enrolment of competition winners at prestigious music
schools. In the early pre-network stage, the
founders forged connections with business leaders
in order to establish legitimacy. Former Presidenrs
of Ireland were patrons of three evenrs. One
respondent (company B) noted that the people on
the board were 'very, very important'. Another
respondent claimed:
You need a high-profile board if you are going to
go places. We are a very ambitious organisation and
for us to succeed, we would need three things: the
best board, the best musicians and the best venues.
One respondent remarked that when he was
appointed to the board in 1993, there was no real
infrastructure for music and he had to build up
this infrastructure from scratch:
Not only were we developing an orchestra, we were
developing an infrastructure for concens. We
became promoters, publicists, everything that we
had to become.
In the quest for legitimacy, respondents were keen
to dispel the myths and stereotypes surrounding
arts organisations; they stressed that they operated
in a commercial arena and that financial constraints dictated the artistic programme. By acting
in a pragmatic manner, the artistic directors were
able to rely on conrinued support from network
members. According to one respondent:
It was run like a very tough art business ... it's run
like a business ... and that is why it has been successful, that i why we have hung onto the sponsorship.

For the respondents, legitimacy was equated with
having a strong reputation. One organisation
employed both a public relations officer in Ireland
and a publicist in New York, and it was believed
that national television coverage enabled them to
attract and keep a sponsor. The respondent noted
that being well established and having 'a fairly
decent reputation' helped them attract a ponsor,

talented musicians, jury members and an audience.
Another respondent believed that the high profile
nature of the event, together with its economic
impact and tourist potential, assured them of continued support from the Arts Council. Another
remarked that: 'the reputation of the orchestra is
critical from a marketing perspective.' One respondent (company B) noted that it was essential to
build up a repuration both locally and internationally, and garner the respect of the local business
community. Ir is hypothesised that trust was 'rational' in the sense that these organisations had a
track record and network members were aware of
the coordinator's standing in the arts community.

Role of third parties in sustaining trust
According to the literature review, trust in networks is made possible by the presence of third
parties who monitor network performance. In this
study, the Arts Council and the Board of
Management fulfilled this function. The survival
of the network, and perhaps the reputation of the
network co-ordinator, was at stake if these third
parties withdrew their support.
Professionalism was a key value espoused by the
network coordinators and it was critical to ensuring the continued trust of the Arts Council.
Formal guidelines or rules existed in relation to
grant money, and respondents were clearly aware
of the importance of accountability. In the words
of one respondent: 'This is taxpayers' money we
are talking about, 0 everyone has a responsibility
to be good stewards.' According to one informant,
the Arts Council did not tolerate mismanagement
of funds and the recipients of grant-aid were
expected to achieve their stated objectives.
However, it was stated that an event could be a
success in an artistic sense and not in commercial
term (that i , mass audience appeal) and thi was
not a problem for the Arts Council. Thus, reviews
from art critics were important.
The Board of Management al 0 monitored performance. One respondent (company B) stre sed the
professionalism of the organisation and stated that
the artistic values and business values were fairly
equally balanced. According to one re pondent
(company A):
Success comes from hard work not funding. Total
100 per cent commitment. You work full-time. We
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don't look on it as a half on, half hearted event that
is sponsored. This is a statement that comes from
the board. There are very tough people on that
board and very eminent people on that board.
There is no possibility that you don't do it properly, no leeway to go into deficit, no leeway not to
be better than the last time, that doesn't enter the
philosophy at all ...

One chief executive (company E) remarked that
the board held the power ultimately, they were
responsible for the orchestra, and that it was very
much a 'business structure'.
Trust: swift, latent, rational
In contrast to industrial networks, the exchange
process in the performing arts concerns an experience, a live performance, an emotional bond,
rather than a simple material transaction. The
musicians, be they professional or amateur, were
seen to possess a great love of music and were
intrinsically interested in doing their best work;
this labour was creative and emotional in nature,
which helped foster 'swift tru t'. For example:
Trust can happen quickly within the room
musicians making music together ... it's a different
working environment, there's something about creating synchronised sound together, music is a form
of non-verbal communication, it's pure sound and
of course music is a language of emotion - how
doe that affect your relationship with other people
in the room? They are playing it with you remember ...

You can't pay someone to be ftee with their emotions, to create, you can't force someone into that
creative space ...

The study revealed that personality conflicts and
'people issues' were a problem which needed to be
resolved if the artistic project was to be delivered
on time. The timing of the event was fixed and
the show had to open on time regardless of the
state of preparation. The coordinator of the network had to organise and control activities in an
efficient way, yet also allow for experimentation,
and resolve conflict if the deadlines were to be
met. This was a challenging task:
If conflict comes out at rehearsal it can ruin a whole
morning's work, people need creative space to do
what they want to do ... Even in the arts, experimentation makes artists feel unsure, they don't
know if they are doing the right thing and need to
be nurtured ... in multi-disciplinary projects, first
there are the visual artists, very different personalities, they speak a very different language, they have
different ways of dealing with problems ... people
from the outside work in a close way with the internal politics of the organisation and it is quite difficult; the artistic process was very successful but very
draining on an emotional level ... Through hard
experience, we have had to develop formal procedures for dealing with grievances ... (company F).

The de ire to create music is not something that
can be written into a contract and easily enforced,
thus trust becomes an important issue. The form
of tru t that emerges between musicians can be
labelled 'swift' in the sense that it emerges
between parties who have no prior relationship
with each other:

The literature conceptualises swift trust as fragile,
thus the network coordinator played a key role in
nurturing 'swift trust' among performers. Trust
between the artistic partners also has a rational
basis. All of the artistic directors were practitioners
and had a high degree of affinity with the musicians. They had a deep understanding of the basic
needs of musicians and had a genuine interest in
their welfare. One respondent claimed that the
ability to know and trust the people and the
music was 'sacrosanct'. Another remarked:

Musician [traditional] come together without
rehearsal but yet they can play for 2 to 4 hours,
they don't have to know each other's names, they
can come late, leave early, they needn't come at all,
no money change hands neither with the person
who owns the public hou e nor with the people
who come to listen to you ... you don't have a contract with them ...

When you are working in a creative environment,
people have to trust one another 100 per cent, they
are coming up with ideas, they may be dancing
togerher, it is a very phy ical thing as well, they
have to deal with each other in a very physical,
intimate way ... by nature they are very emotional
and can't do their job properly if there are problems ...

In the words of another respondent:

Another respondent remarked that:
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The whole of classical music, from rehearsal to performance, is based on a highly efficient model ...
In Ireland, a lot of them would know each other,
but they may not have played together before, or
for a long time ... in a typical scenario, there are
[Wo 3-hour rehearsals and rhe performance is that
night. There are vety definite rules of engagement,
a good location for rehearsal, they have to be able
to read the music, they are music readers, light is
very imporrant, temperarure is also imporrant, they
don't want to be cold when playing ...

Thus, there is a strong indication that the network
is highly reliant on the knowledge and skills of the
network coordinator. The desire to meet the needs
of the artists was shown in practical ways: a flexible expense policy, the purchase of high quality
equipment, the aim to improve working conditions for performers in terms of contracts and job
security, being service-oriented (for example, chartering an airplane to bring musicians to venues so
that they would feel refreshed before the performance). One respondent claimed that a performer
did pro-bono work in order to help them out
during a financial crisis, illustrating how strong
the bond became over time.
The literature 'analyses the formation of trust in
terms of past experience, contemporary context
and future intentions. Thus study confirm that
trust cannot be detached from reputation. One
respondent remarked that
If the concerr is sub-standard and if musicians feel
bad about it, they may not particularly want to
work with you again, your value, taru, within
your peer group goes down, so over a period of
time, musicians learn to uu t ...

The study showed that there was a high level of
interdependencie in the network. The mu icians
54

were compelled to join networks in order to perform and earn income (for example, in the words
of one respondent, 'they want a gig') and the artistic director required creative talent. Musicians
were encouraged to perform in ensembles; talented musicians were asked back as soloists after
they had became well established. Although the
artistic programme had to be unique or different
each year, there was an element of continuity to
the programme. Thus, one can conceptualise trust
in the network in terms of future intentions.

Discussion
The study suggests that the network coordinator
assumes a central position in the network and is a
catalyst of trust in the network (see Figure 2). In this
type of network, high trust seems to be a substitute
for contracts, and the network depends on traditional and non-traditional sources of trust. Trust is
'swift' due to the nature of live performance; it is
'latent' due to the network co-ordinator's links with
key actors built up over time; it i 'rational' since it
depends on reputation, knowledge bond, and the
pre ence of third partie who monitor network performance. Figure 3 proposes a conceptual framework
of trust which incorporates these factors.
The finding indicate that cultural projects are
embedded in a complex web of societal ties, and
that trust binds actors together. Many scholars have
stressed the concept of 'embedded ne ' ro explain
how economic activity takes place within a larger
social context (Granovetter, 1985). The notion of
embeddednes is clo ely intertwined with the
notion of 'social capital'. ocial capital is generally
defined as tie to re ource . ranovetter' (1973)
strength of weak tie theory how how social ties
can result in access to information and as ist job
search. The publication of Burt's work on ' truC-
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Trust in Network Settings: A Conceptual Framework
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tural holes' (1992) has directed attention to an
actor's network and how it can lead to positive outcomes, such as promotion. Burt equates social capital with the lack of ties among actors, a condition
he names 'structural holes'. He argues that the
bridging of structural holes provides an actor with
benefits, thus he suggests that an actor exploits his
or her network position in order to maximise gain.
Putnam (2000) sees social capital as overlapping
connections in society. In his famous book BowLing
ALone, he laments the fact that even though bowling has become more popular in the US over the
years, bowling in leagues has declined. Putnam
argues that associations, such as organised bowling
leagues, bring group members closer together, and
ultimately this helps ociety prosper. Thu , most of
these studies concentrate on the benefits of social
capital, and scholars seek to explain the role that
social ties play in success. In recent times, scholars
are beginning to explore the 'dark side' of social
capital. Ekinsmyth (2002, p. 235) remarks that
embedded relationship can re ult in:
... an exploitative form of social relations between cap-

ital and labour. Under the mantle of friendship and
co-operation, a ruthless business model is operated.
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The accepted wisdom in the arts sector has been
to keep costs, particularly labour costs, as low as
possible in order to survive. Thus the cultural
network is akin to the 'lean and mean' industrial
network, and there is a need for furure research
to explore how trust is sustained given the possibly exploitative and sometimes temporary nature
of networks. According to the literature, a negative factor associated with this type of network is
over-embeddedness and lock-in (Grabher,
200Ib), where project teams become too stable
and new talent is not introduced to the network.
The idea of 'de-activation' (O'Toole, 1998) has
been used to denote the introduction of new
actors to change participant dynamics when
appropriate. Thus, tensions may emerge over
time in an embedded network, which are worthy
of further study.
In conclusion, the contribution of this study to
the literature was in elucidating the sources of
tru t in cultural networks. Empirical research into
the construct of swift trust in cultural networks
has been limited, and there remains significant
scope for furthering our understanding of this
construct in various settings.

Galway. Her main research interests at present
focu on embedded relationships, networks and
the management of cultural projects.
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ELECTRONIC CUSTOMER
RELATIONSHIP MANAGEMENT
(eCRM): OPPORTUNITIES AND
CHALLENGES IN A DIGITAL WORLD
Aileen Kennedy
Electronic customer relationship management (eCRM) is seen to arise from
the consolidation of traditional CRM with the e-business applications
marketplace and has created a flurry of activity among companies. eCRM is
the proverbial double-edged sword, presenting both opportunities and
challenges for companies considering its adoption and implementation. This
paper explores the marketing opportunities eCRM creates for companies
such as enhanced customer interactions and relationships as well as
personalisation options, all of which are potential sources of competitive
advantage. It also explores the challenges confronting companies
implementing eCRM such as managing an on-line channel, data integration
issues and information technology (IT) architecture challenges. Directions for
future research are also suggested.

Introduction
Customer relationship management (CRM) is
about identifying a company's best customers and
maximising the value from them by satisfying and
retaining them. As a business philosophy CRM is
seen to be firmly rooted in the concept of relationship marketing, which is aimed at improving
long-run profitability by shifting from transaction
based marketing to customer retention through
effective management of customer relation hips
(Christopher et al., 1991). Recently it has been
acknowledged that company relationship with
customers can be greatly improved by employing
information technology (Karimi et al., 2001; Ryals
and Payne, 2001) which can facilitate and enhance
customer relationships in various ways but mainly
enables companies to attain customi ation, which
is the essence of a customer-centric organi ation
(Stefanou et aI., 2003).
In thi context CRM has emerged as the ideal
vehicle for implementing relation hip marketing
within companies, with ome practitioner uggesting that CRM provides a platform for the
operational manife tation of relation hip marketing (Plakoyiannaki and Tzokas, 2002). For many
organisations the most obvious way to implement
CRM is through the u e of software applications
in the form of electronic customer relationship
management (e RM) technology.
This type of CRM oftware provide the functionality that enables a firm to make the customer the

focal point of all organisational decisions (Nemati
et al., 2003) and innovations in such technology
and the Internet are just some of several factors
that now make relationships through one-to-one
initiatives a reality (Chen and Popovich, 2003).
The Internet has allowed new patterns of intermediation to emerge, allowing firms to adopt CRM
to focus on effective customer relationship management as well as harnessing the application of
on-line technologies to facilitate customer supplier
relationships (Wright et al., 2002).
The objective of thi paper i to pre ent a coherent
view of eCRM technologies. It promote the value
of eCRM by exploring the oppoftunitie created
for companies and the net benefit they have
realised in practice uch a enhanced customer
interactions and relation hip, po sibilitie for personalisation and the creation of a competitive
advantage in the marketplace. The di cussion also
acknowledges the formidable challenge which
e RM adoption and implementation pose for
companies in the areas of customer relation hip,
~anaging on-line channels and data integration
I ue.

Exploring eCRM
e RM describes the broad range of technologie
u ed to UppOft a company' RM trategy. It can
be seen to ari e from the consolidation of traditional RM with the e-bu ine applications marketplace. Bradway and Purchia (2000) ee e R.M
a the inter ection between tw important indus-
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try lllltiatlVeS, the booming Internet market and
the shifting focus to customer-centric strategies.
eCRM is sometimes referred to as web-enabled or
web-based CRM and emerging from this view
eCRM has been defined by Forrester Research
(2001) as 'a web centric approach to synchronising
customer relationships across communication
channels, business functions and audiences'. LeeKeUey et al. (2003, p. 241) highlight the relative lack
of literature in this domain and suggest as a working definition that eCRM refers to 'the marketing
activities, tools and techniques delivered via the
Internet which includes email, world wide web,
chat rooms, e-forums, etc., with a specific aim to
locate, build and improve long term customer relation hips to enhance their individual potential'.
Typically electronic and interactive media such as
the Internet and email are seen as playing the most
significant role in operationalising CRM as they
support effective customi ed information between
the organisation and customers. However, eCRM
can also include other e-technologies and new echannels including mobile telephony, customer
call and contact centres and voice response systern. The use of these technologie and channels
means that companies are managing customer
interactions with either no human contact at all,
or involving reduced levels of human intermediation on the supplier side (Anon, 2002).
The emergence of mobile commerce has led to
the introduction of new products, new ways of
eUing products to cu tomers and new learning
Curve for companies in term of how to manage
interaction with cu tomers (Wright et al., 2002).
For example, financial organi ations acro s
urope are now beginning to take advantage of
mobile marketing ervice and in particular
mobile banking, ba ed on wireless application
protocol (WAP) technology, as a powerful new
marketing tool to build long la ting and mutually
rewarding relationship with new and existing
CUStomers (Rilvari, 2005). Mo t major banks are
using mobile RM in some form a a new channel for cu tomer acqui ition, a SM text messaging i till in a growth mode in new market segment , and al 0 to project a new image for the
c mpany. Mobile operator uch as Vodafone and
health care provider uch a VHI have also used
M text me aging to enhance customer rela-

tionships. Mobile channels, especially SMS, are
seen as immediate, automated, teliable, personal
and customised options providing an efficient
way to reach customers directly (Sinisalo et al.,
2005) and to manage customer relationships. In
December 2003 the largest bank in Italy, Banca
Intesa, announced it would introduce a comprehensive mobile banking service. Alongside SMS
and WAP functions, multimedia messaging is also
available for banking transactions for the first
time in the world. The service is initially available
to the bank's 500,000 on-line banking customers
(Rilvari, 2005). Other sectors exploring mobile
CRM include retailing. This implies that eCRM
using mobile marketing may indeed offer an
effective way to reach, and build relationships
with, demanding customers in rapidly changing
markets (Sinisalo et al., 2005).
Another e-technology offering companies opportunities for managing customer interactions is voice
response systems. In 2004 eircom, Ireland's largest
telecommunications company and former incumbent, introduced the user friendly eircom Voice
Recognition (e-VR) '1901' system which uses the
late t voice recognition technology, giving over one
million eircom customers instant access to fault,
billing, account and payment enquiries. The system
handles over 100,000 calls per week. This has meant
that many services are now available 24/7, which
increase customers' choice of when they can conduct business with eircom. The pecific goals of the
project included driving costs our of the call centre,
increasing customer service quality and also differentiating the eircom brand in a fiercely competitive
marketplace. I This introduction demonstrates innovation in the management of bu iness information
and knowledge within eircom and has shown the
po itive impact that speech technology can have on
business efficiency and customer ervice.
ince the on-line world and e-technologies have
become such an integral part of day-to-day business and as they appeal to such a mass global univer e of consumers, businesses are constantly
searching for innovative yet cost-effective ways to
reach remote customers, moving eCRM from a
'nice to have' methodology to a 'must have' meth-
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odology (Parekh, 20°3). This paper now explores
the opportunities and challenges facing companies
engaging with eCRM technologies.

eCRM - Opportunities
eCRM is not here to change marketing but to
enhance it by presenting opportunities to companies
to improve their effectiveness and to deliver customer
value (Scullin et al., 2004). It can reduce the costs
involved in communicating to customers, optimise
work flows as a result of integration with other enterprise systems, facilitate better market segmentation
and enable enhanced customer interactions, relationship and personalisation opportunities (Adebanjo,
2003). The goal of eCRM systems is to improve customer service, retain valuable customers and to aid in
ptoviding analyrical capabilities (Fjermestad and
Romano, 2003) within an organisation.
CRM applications take full advantage of technology innovations with their ability to collect and
analyse data on customer patterns, interpret customer behaviour, develop predictive models,
respond with timely and effective customised
communications and deliver product and service
value to individual customers. Using technology
to optimise interactions with customers' companies can create a 36o-degree view of customers to
learn from past interactions to optimise future
ones (Chen and Popovich, 2003). It is also the
infrastructure that enables the delineation of, and
increases in, customer value and the correct means
by which to motivate valuable customers to stay
loyal (Fjermestad and Romano, 2003).
Industries that tend to be more eCRM ready are
aware of distinct contact with customers, are very
competitive and are constantly seeking differentiation (Ragins and Greco, 2003). eCRM can be used
as an approach to relationship management with
multiple stakeholders
including customers,
employees, channel partners and suppliers. Specific
opportunities of eCRM highlighted here include
enhanced customer interactions and relationships,
managing customer touch points, personalisation
options and leveraging eCRM capabilities as a
potential source of competitive advantage.
Enhanced Customer Interactions and
Relationships
Kalakota and Robinson (2001) suggest that e RM
involves three phases, all of which are designed to
60

manage the customer life cycle and maximise customer lifetime value: acquiring new customers;
enhancing the profitability of existing customers
and retaining profitable customers for life. All of
these phases are dependent on the quality of customer information and insight available to the
organisation. By collecting information on-line
the company has data that is already in a format
to be pulled into its analytical processes without
the steps of data entry necessary when collecting
information through traditional channels. Streamlining of the data collection process enhances
information quality and timeliness. The company
can also capture more information through the
on-line channel leading to better use of decision
analyrics to predict customer behavior, resulting in
more targeted and customi ed relationship strategies. Through CRM the value of the relationship
e calates for both parties: cu tomers receive products and services more closely related to their
needs and lifestyles and the organisation cultivates
a base of high-value, low-risk customers.
Compaq is a good illustration of a company maximising efficiency through eCRM technology
applications. Recognising it could learn from its
rival Dell, Compaq responded to the challenge of
eCRM by developing and employing electronic
channels to fulfil customer orders through itS
reseller partners. Within the call centre agents
now have a 'Centre Web' button on the screen
which allows them to send a caller's information
directly to a resell er's own website. Within six seconds a transfer of data has taken place with the
reseller partner receiving a data set on the new
lead. Partners can track the volume of leads they
acquire and how well they are performing against
customer requirements. The overall goal is to
improve cu tomer satisfaction (O'Rourke, 2003)'
The core of the knowledge base in CRM systems
consists of individual information items and
dynamic knowledge bases which when properly
designed and implemented can remove many of
the administrative demands within organisations
and present better information to customer at a
lower co t (Ahn et al., 2003). Well defined egmentation will also lead to cost effective marketing effortS and increased profit. oupled with
other technology at the back end such as cu tomer
databases, warehousing and data mining, value
adding and per onali cd products or ervices can
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be offered which in turn create an edge over competing companies (Ab Hamid, 2005).
The approach to well defined segmentation facilitated by eCRM technology can be seen in the case
of KPN Mobile N.v, a leading European mobile
telecommunications network operator and
provider of mobile voice and data services with
over 15 million customers. As a result of high customer churn and low sales within the saturated
mobile market, KPN turned its attention to its
high-value customers and launched a CRM
Implementation for Very Important Customers
(CIVIC) programme. These customers were prioritised when calling the contact centre and
routed immediately to a dedicated CIVIC team
member. All details of the customer's history are
shown on the agent's monitor including contact
details, mobile call and service behaviour as well as
ongoing campaigns and individual privileges to be
offered. As a result of this initiative customer satisfaction ratings reached 90% and more and more
contracts were being renewed. Success of the programme at KPN is measured using the following
key performance indicator: reduction of customer churn, increased customer lifetime value
and reduction of operational costs. 2
Another company which has recently adopted
eCRM technology is the engineering division of
ESB International (E BIEFM). The company
recogni ed that it required a better understanding
of customer and their expectations in order to
focus the organisation's resource where they are
most required. The business requirement for readily available real-time accurate information was
identified as a priority. It was recognised and
acknowledged that customer information and data
acquired by customer-facing personnel and account
managers should not reside with that person alone
but should be a shared organizational asset available to relevant per onnel within ESBIEFM and
embedded within the company. ESBIEFM defined
its e RM needs a the development of a systematic
approach to the management of its cu tomers,
aligned to objective metrics to monitor client satis-

2
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faction, delivering and exceeding specified levels of
service provision and building and maintaining
client relationships. The company selected an offthe-shelf software package to assist it in embedding
aspects of best marketing practice as well as reducing development costs. The company chose a
browser application as opposed to a stand-alone
system so that it could be easily accessed by customer facing staff via laptops and other mobile
devices worldwide (Kennedy et al., 2005).
Within ESBIEFM customer profiles have been
developed and updated within the eCRM system
and the company has been able to drill down into
workflow processes in terms of managing projects
from the first initial enquiry or contact through to
developing the business proposal, winning the
business, and through to signing the contract,
follow-up and prospecting for repeat business.
Approximately 500 customer profiles are currently
on the system, which enables all customer issues to
be tracked and monitored in order to determine
and improve resolution timeframes with the aim of
further improving customer service. Metrics
emerging from the eCRM system focus on issues
such as the success rates in winning business and
mea uring repeat business with customers. The
system also allows tracking of issues with clients to
ensure satisfaction. There are difficulties inherent
in the process of defining metrics to be used given
the diverse range of clients involved both domestically and internationally but these are under constant review (Kennedy et al., 2005).

It is obvious from these case examples that the
Internet and other electronic channels now offer
important new dimensions to customer interaction. With the advent of eCRM customer relationships have become more dynamic and interactive, allowing companies to use information to
communicate better with customers. The Internet
offers the possibility of implementing effective
customer management operations through the use
of IT applications. Now a company can track customer behaviour and use this data to maximise
customer profitability and loyalty throughout the
entire life cycle (Gurau et al., 2003).
Managing Customer Touch Points
Cu tomers are moving between traditional and onli~e chann~ls ~ith greater frequency when dealing
with organisations. eCRM systems suppOrt multi61
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channel touch points with the company and a key
challenge is providing a consistent experience for
the customer. Offering multiple interaction paths
scores convenience points for customers but this
benefit quickly evaporates if the customers are
forced to repeat rhemselves because one part of rhe
organisarion is nor synchronised wirh another. 2
Customers accustomed to real time information
and responses must be catered for when they switch
to an alternative channel. It shouldn't in principle
make any difference whether a customer interacts
with the company through the sales force, over the
Web or indirectly through a reseller. For this reason
effective multi-channel management has emerged as
a hallmark of a successful CRM straregy (Crosby
and Johnson, 2002) within organisarions.
One of the greatest benefits of eCRM comes from
using it to link every operation in a business that
affects the customer experience. Technology allows
companies to capture customer feedback at more of
the 'touch points' berween a company and its customers across channels and functions, for example
meetings with sales people, customer service
enquiries, Internet purchases and cu tomer surveys
to improve relationships and value for individual
customers. However, as mentioned, providing uch
consistent and timely customer service becomes a
complex process as customers increasingly make
enquiries through these multiple channels and touch
points. The increased number of communication
channel heightened customer expectations of DHL,
which addressed this issue through eCRM technology. The technology employed enables agents, partners, managers and other users to maintain a single
view of all customer information, gain instant organi ational knowledge and efficiently interact with customers across multiple communications channels.
The ability to provide a single, enterprise-wide view
of the customer has led to vast improvements in customer service and allowed the company to improve
the bottom line at the same time)
To achieve similar type of benefits companies
need to be .able to integrate all their customer

2

Graharn Technology, 'Powering Process. Powering
Profirability',' T-X: An Eircorn ase rudy',
www.grner.com.
DHL, hrrp://www.dhl.com and hrrp://www.s aglobal.
corn/epiphany

databases to meet the needs of the customer who
emailstodayandcallstomorrow.This will also
allow companies to communicate with the customer more effectively and in the manner each
individual customer prefers (Scullin et al., 2004),
further enhancing the relationship.

Personalisation and e-Loyalty
With new eCRM technologies it becomes possible
for a company to tailor the whole customer experience to the individual. Tailoring based on customer data, active personalisation, includes information content presented, the products offered
and also advertising from other organisations. The
existence of direct-to-customer channels is the key
enabler for automated systems to be able to deliver
highly relevant content because of the amount of
data that can be collected (links clicked in emails,
items viewed but not purchased on-line, etc.)
(Anon, 2002). For example, every Amazon customer gets personal recommendations for books
based on Amazon's personalisation technology.
The personalised web pages of American Airlines
have provided a source of competitive advantage in
a fiercely competitive marketplace, as has the
Hertz Rent a Car strategy with its unique service
for preferred customers (Davids, 1999). Through
such per onali ed web ites customers are empowered to customise the site to suit their preferences
and facilitate their navigation (Ab Hamid, 2005).
Internet-ba ed CRM technology has allowed
Nestle to personalise its interactions with individual customers, cut the number of phone calls into
its call centres and provide employees with one
computer system to tap for information acrosS
numerous sales channels (Anon, 2001). Nestle has
also installed several web-ba ed CRM systems to
support customer loyalty and retention programmes such as Netspresso, an initiative rewarding frequent drinker of the Nescafe brand. LeeKelley et al. (2003) inve tigated whether the u e of
on-line cu tomer interaction information to deploy
targeted personalised tools leads to loyalty on-line.
The tudy found that e RM could directly
improve the loyalty levels of Internet cu romers.
Salmen and Muir (2003) also demonstrate, through
their study of Internet banking operation, that
electronic cu tomer care tools can be used to create
cu tomer e-Ioyalty in the banking field.
The knowledge management dimen ion of e
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implementation including data mining and personalisation has been shown in research to be a critical
success factor for companies implementing eCRM
(Chen & Chen, 2004). Weiss (1999) also suggests
that such personalisation and on-line interactivity
can be used to help build emotional connections
with customers in ways that no other medium can.
These relationships provide an opportunity for the
company to realise economies of scope.
Leveraging eCRM as a Source of Competitive
Advantage
When executed correctly eCRM implementations
are designed as a digital loyalty cycle that continuously improves to create lasting competitive advantage. When a company uses eCRM technology and
redefines its business processe in customer acquisition and retention, it strengthens its capabilities in
key areas that determine a customer's purchase
decision including pricing, product quality, marketing, sales and customer service to create a virtuous digital loyalty cycle (Anon, 2001).
For companies at the forefront of CRM development, opportunities exist to reinforce their competitive advantage through the extension of the
customer-centric strategic orientation to incorporate innovative eCRM strategie and technologies.
Fot example, eircom has adopted eCRM as a
strategic imperative with net benefits for both the
company and its customers. eircom's on-line sales
and service channel, www.eircom.ie. was first
developed as a high-level tatic marketing site in
1999 but since then has been upgraded to a fully
integrated enterprise-scale portal application,
incorporating a personali ation platform and content management system, which currently supPOrt over 180,000 e-customers. The implementation of e RM has dramatically reduced the cost
of communicating with customer and has led to
reduced administrative and operational costs. Online transactions are fully integrated with eircom's
core provisioning and other enterprise application . e RM has developed significant calability
benefit to the organisation in compari o~ to traditional call centre and sales force operatIons and
the on-line channel is perfectly placed to posi-
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tively meet any increased traffic. 2
With eCRM customer-centric companies can use
customer information to better manage pricing and
marketing decisions in real time, and in the case of
eircom e-customers are incentivised by reduced
prices for a number of ptoducts and services online. All channels access eircom's core CRM application, making a 360-degree view of the customer
possible. Key performance metrics include customer usage and an on-line satisfaction barometer.
E-customer feedback is critically evaluated and
used to constantly improve the e-customer offering. Strategic initiatives planned for the on-line
channel include the integration of a sophisticated
billing analysis tool and ongoing usability analysis.
eircom is also turning its focus to re-engineering
the corporate extranet experience to deliver the
benefits of eCRM to its customer base. 2

Challenges of eCRM
With eCRM customers drive the interaction
deciding on the type and duration of contact permissible. The ability to create intimacy with the
customer is limited and building trust can be difficult. When managing an on-line channel companies are faced with the fact that greater choice
creates fickleness among customers and with the
competition only one click away there are no
second chances to recover mistakes in these
remote channels (Fairhurst, 2001). Data integration and IT architecture challenges also exist for
organisations adopting eCRM technologies.
Customer Interactions and Relationships
The use of an eCRM system enables traditional
physical customer proximity to be substituted by
digital proximity. The need for customer reassurance in the purchase decision can be exacerbated
by new e-channels and needs to be addressed by
the creation of, for example, on-line communities,
on-line shop assistants, customer testimonials and
general reassurance about buying strategies and
purchase choices for customers (Anon, 2002).
almen and Muir (2003) promote the value of creating further contact possibilities between customer , in this case banking customer, within the
context of virtual communities in which customer
experiences can be exchanged. The ability to
create intimacy with the customer does not exist
on-line and due to the remoteness of these channels building trust is more difficult, with the relation hip element of eCRM harder to build
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beyond a purely transactional one. In the absence
of such trust it is harder to get customers to share
the data which is essential to creating effective
CRM strategies. Privacy policies and guarantees
become an essential element in building trust and
consequently effective eCRM initiatives for companies (Fairhurst, 2001).
Managing an On-Line Channel
Fairhurst (2001) sees eCRM as merely part of the
bigger picture of enterprise-wide CRM, as CRM
enabled by the use of new electronic and interactive media. The on-line channel is described by
Parekh (2003) as merely one piece of the CRM
puzzle but one which will become increasingly
important for companies who must now learn to
manage relationships with e-customers as these
electronic channels mature and the e-customer
base proliferates. eCRM is now a priority for the
majority of companies as the impact of electronic
initiatives on sales and service requirements continues in tandem with the increased levels of
investments in Internet-related delivery made by
companies (Parekh, 2003). eCRM can then be
seen to provide a structure for the possible strategic
evolution of a technology-mediated relationship
marketing business framework. Kalakota and
Robinson (2001) suggest that such a framework
has three primary goals: using existing relationships to grow revenues; using integrated information for excellent service; and inttoducing consistent replicable channel processes and procedures.
This orientation positions eCRM as an integration
framework and a business strategy but not as a
product in and of itself (Taylor and Hunter, 2002).
Companies cannot treat the Web as a single channel that stands in isolation from others. This new
channel still needs traditional front and back
office systems in place to make it function successfully. Companies setting up such new channels
must make every possible effort to integrate them
tightly with existing business processes and/or
channels first. As interest has intensified in doing
business on the Internet many companies have
approached this as a separate project to their
CRM strategy. uch an approach makes for an
inconsistent and unsatisfactory cu tomer experience which will not make any business successful
(Bradshaw & Bra h, 2001). The ability to match
eCRM initiatives to an institution's own business
model has emerged as a characteri tic of successful

companies in the eCRM arena (Bradway and
Purchia, 2000). Bradshaw & Brash (2001) in their
research of UK firms found that organisations
addressed different customer facing processes
(sales, marketing, services) and channels (call
centre and Web) as separate projects, giving little
chance of providing the customer with consistency. Companies were managing individual
transactions and interactions when they should
have been managing relationships.
Also the on-line channel must not be allowed to
cannibalise other valuable customer contact points
and should attract and retain only those customers
best served through this contact point. In other
scenarios traditional contact points may remain
the most appropriate (Butler, 2000). For example,
eircom views www.eircom.ie. its on-line sales and
service channel, as a complementary rather than a
competing customer channel to traditional contact points, which continue to service a large proportion of the customer base. Similar patterns can
be seen within the provision of financial services
and retailing in the marketplace, where a limited
number of customer segments migrate to on-line
delivery options. An associated challenge for companies is trying to assess eCRM performance.
Traditional eCRM has proved difficult to assess in
terms of company performance and return on
investment (ROI); similarly companies need metrics to track the efficacy of their eCRM initiatives.
Some research (Nemati et al., 2003) has incorporated specific benefits of eCRM such as ROI
expectations, user satisfaction levels and the creation or absence of new sources of competitive
advantage as survey research variables, but such
research to date has been limited.
Challenges of Data Integration and IT
Architecture
From a technology perspective an eCRM system
represents a mas of eams that need to be tightly
stitched together, in es ence a mass of integration.
No single software application is able to fill the
gap, nor is it likely to be filled internally. To
implement eCRM companies will need a variety
of hardware/software applications and tools
(Anon, 2002). Thi suggests significant resource
and cost implications, which companies mu t
incorporate into their overall trategic planning.
An eCRM ystem is al

0
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neighbouring systems to be effective, for example:
traditional 'front office' CRM which has to be consistent with an eCRM system at both data and
process levels; back office systems which supply
product availability and pricing information as well
as previous customer transaction details; an existing
data warehouse/mart consolidating customer
related information; and finally Web content management and authoring tools (Anon, 2002). All of
the e linkages need to be effective and operational
for eCRM to successfully impact company activities and will present a host of challenges as business
processes may have to be modified. This reinforces
the need for companies to have well-developed
business processes and information and technology
infrastructures on which to build and sustain
eCRM competences (Fairhurst, 2001).
In the area of on-line retailing, BUY4Now, Ireland's
on-line shopping centre, has successfully dealt with
this data and systems integration challenge.
BUY4Now has developed its own order fulfilment
system (OFS4Now) which allows parmer retailers
to view orders on their websites. Retailers receive
orders and then pick the items from the shop floor.
As the orders are filled they are updated on the
system so that the customer can view their order
statu. Updates to the OFS4Now ystem link to the
warehouse system operated by BUY4Now Logistics
and to the BUY4Now portal and call centre system,
allowing customer queries to be efficiently and
effectively dealt with, increasing the level of customer service offered and enhancing customer relationships (Kennedy and Coughlan, 2004)·
Integrating data from multiple ources, both online and off-line channels, is a critical issue in
facilitating successful and valuable eCRM analytics ( emati et al., 2003) but will represent a challenge for even the most progressive of companies
initially. Nemati et al. (2003) suggest that
although on-line, off-line and external data integration ha its complexities, the value added is significant. Their research uggests that companies
integrating data from various customer touch
points achieve ignificant benefits with higher user
satisfaction and ROI rates than companies that do
not deal with the data integration challenge.
However, having access to and managing technology i only half the battle. Bradway and Purchia
(2000) ee the ability to effectively integrate
e RM with other CRM initiative which require

a great deal of technology integration, in addition
to process integration, as a core capability that will
distinguish best eCRM practice among companies. Such integration represents a formidable
challenge for companies but if successfully managed can generate a source of competitive advantage in the marketplace.
A number of these issues are illustrated by the
experiences of eircom, which has designed and
implemented an eCRM solution integrating its
sales, marketing and service delivery activities.
Within eircom this eCRM business solution was
implemented throughout seven contact centres
nationwide. Sales and support staff now have
access to customer data, provisioning and billing
information and a comprehensive marketing database. The information is stored in a number of
disparate servers throughour eircom. The solution
was enhanced with the implementation of an integrated customer information database (ICID).
This enables eircom to have a single view of its
customers across several key systems. The database
holds the details of the customers, the individuals
and the accounts that make up that customer and
all the relationships the individuals have with both
the company and each other. ICID also provides
the central facility to capture communications
with customers from the many different channels
within eircom, including the contact centres and
the Web. It has transformed the way eircom interacts with its customers, bringing a cu tomer-centric approach to the company. The benefits
included consistent and higher quality customer
care, faster time to market for new products and
increased sales and productivity. A product query
can now be fully answered in three minutes as
opposed to ten under the old system. Reduced
training time and costs is another benefit to the
company, as staff can be trained on the new
system in three days compared with the need for
ongoing training with the old system.!
The re ult of this initiative was that eircom successfully achieved full integration: electronic diary and
order management, recording of all customer history details and consistent call handling. This in
turn resulted in shorter call duration, lower costs
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per contact and more efficient and automated
processes where the system performs all the tasks.
Leveraging the customer base with eCRM can
facilitate cross-selling complementary products as
well as 'selling up' to higher quality substitutes
(Ragins and Greco, 2003). In the case of eircom,
call centre operators are now empowered to up-sell
products and services as well as discount plans to
customers with a high propensity to churn. Key
performance indicators to assess improvements
included: average call processing time, revenue per
decision making contact, speed of answering calls,
service levels and electronic enablement levels. 2
Also, the introduction of the eircom Voice
Recognition (e-VR) '1901' system means that
many tasks can be completed within the automated system, removing the need for agent intervention. However, other services continue to be
handled by call centre agents, but through the
addition of speech enabled data collection and the
passing of this data directly to agents handling
time is reduced, as is the cost per calP Within
E BIEFM the main priority for future CRM
developments is the integration of financial information with the eCRM system. It is planned to
integrate fully with the organisation's accounting
system to get real time financial information for
people facing the customer (Kennedy et al., 2005).
Chen and Chen (2004) have explored the key success factors of eCRM strategies in practice and
suggest that system integration dimension consisting of sub-factors such as functional integration, data integration, system compatibility, experience comparability to offline CRM and
integration with other CRM channels were critical
factors for companies. However, organisations are
continually challenged when integrating Web
technologies
into
their
existing systems.
Challenges can include scalability issues, managing large click-stream databases and a general lack
of organisational experience (Nemati et al., 2003).

Marketing and IT Alignment
The IT function is an e ential enabler of business

I
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development within an organisation. However,
mismatched perceptions and expectations between
the Marketing and IT functions can often impact
and delay eCRM strategies. Marketing users often
focus on the front end of applications and assess
the functionality of the eCRM system with limited
understanding of data and Web integration issues,
while the IT function tends to assess its technical
quality. An additional concern is that eCRM projects driven by a functional head, such as
Marketing or IT, rarely produce an enterprise view
of customers and modelling applications to a single
functional view can often lead to failure. Successful
eCRM strategies necessitate improved levels of
integration between functions to successfully harness the opportunities available. This is reinforced
in research by O'Leary et al. (2004) which highlights the need for collaboration between
Marketing and IT teams to facilitate successful
integration. Chen and Chen (2004) highlight the
need for a holistic view of business models, system
architecture and integration of business and IT
strategies. An organisation's success in eCRM will
involve creatively using appropriate analytical techniques to exploit the data (Gurau et al., 2003)
while simultaneously increasing the interaction and
alignment between Marketing and IT to maximise
relationship opportunities and to facilitate true personalisation and customisation. uch alignment or
re-alignment of functions must be addressed if
companies wish to pursue effective and successful
e- ervice quality initiatives.

Conclusion
As e-technologies continue to develop into the
future in tandem with the proliferation of an e-customer base, companies must attempt to harness the
opportunities available to deliver sustainable competitive advantage in the digital world of e RM.
To inform uch strategies there i an ongoing need
to examine how companies are translating investments in eCRM technologie into u tainable competitive advantage in the marketplace. The role of
eCRM in the development and management of
multi-channel strategies is al 0 an issue for further
research. It can be difficult for companies to put in
place the correct metries to evaluate e RM trategies, and further re earch on gauging the effectivene of e RM through performance mea urementS
within organisations would be u eful. Though the
literature on self-service technologies i growing
there is an ongoing need to examine the response
of cu tomer to a company's e RM strategie .

Electronic Customer Relationship Management (eCRM): Opportunities and Challenges in a Digital World

Given the complexity of the issues involved in
data integration and the significant role it plays in
achieving eCRM's goals (Nemati et al., 2003), it
also appears an area ripe for further research. It is
suggested that eCRM has the potential to alter
business processes significantly and as a result
interdisciplinary approaches examining the impact
of technology innovations on marketing are
needed. Though research is available on design
concepts for CRM systems (Ahn et al., 2003) dealing with data processing, mining and analytical
techniques (Padmanabhan and Tuzhilin, 2003;
Nemati et al., 2003), the focus within marketing/

business academe has been on the front end of
eCRM applications with limited investigation of
IT issues with a marketing-oriented focus. There
is recognition in the academic literature of the
marketing benefits and the IT challenges of
eCRM, but these appear almost separately. At the
moment a knowledge gap exists between the
adoption and implementation of eCRM in practice and robust research-based insights and principles. This paucity of academic research needs to
be addressed given the positioning of eCRM as
the latest paradigm of relationship marketing 10
the e-world (Chen and Chen, 2004).
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A RESEARCH NETWORK
RESEARCHING NETWORKS:
CHALLENGES AND IMPLICATIONS
Mairead Brady & Louis Brennan
'Business as a Conduit for Globalisation' is both a national and an
international research network based within Trinity College Dublin and a
network of researchers studying networks from diHerent perspectives. This
article explores the operations of this research network and also showcases
the network-oriented research undertaken by the researchers. The
conclusions call for more research networks in business and social sciences
research and increased funding applications and provisions from the
funding agencies. In a globalised world where business networks are a
driving force, the need for academic research to guide and direct organisations is of paramount importance. 1

Introduction
'Busine s as a Conduit for Globalisation' is an IllS
(Institute for International Integration Studies)
Trinity College Dublin funded project of three
years' duration that commenced in November
2003. The objective of the research network is to
fo ter interdisciplinary re earch and to build networks of scientific rigour and research excellence
within the university. The research is multi-paradigm and multi-method.
Thi re earch group is engaged in investigating the
ways in which the practice of international business provides conduits for globalisation. By examining the workings and consequences of specific
bu ines practices and organisations, it seeks to
understand the enactment of globali ation via the
tudy of flows of people, idea and products.
Re earchers from bu iness and management discipline as well as sociology and economics bring a
multidi ciplinary, interdisciplinary and multiple
methodological approach to this area of enquiry.
Research networks are a fundamental part of how
academic re earchers operate. The research network has had a traditional role within certain academic di ciplines and less developed roles in
other. For example, most cientific research operates within a network of re earcher while business
research ha more traditionally focu ed on indi-
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vidual researchers pursuing areas of interest or
excellence. In the contemporary funding environment the need for networks is becoming paramount and research funding is being allocated to
network rather than to individuals.
The paper is organised as follows. First, research
networks are reviewed and this network is showcased as indicative of the operations and requirements of same. Next, the individual research projects are explored, outlining the main focus of the
research, the rationale and networking linkages and
the publications to date. Finally, we call for the
development of more research networks and more
funding for the social sciences in the current era of
globalisation and change.

'Business as a Conduit for Globalisation':
Historical Development
The re earch network commenced in November
2003 following a funding call for interdisciplinary
researchers from the HIS. Any researchers interested in globalisation went to a 'town hall' type
meeting and areas of expertise and interest were
discu sed and developed. Arising our of this
meeting, groups applied for funding, one of
which was the cross-disciplinary grouping of sociology (headed by James Wickham) and business
(headed by Louis Brennan) with the title
'Busines as a Conduit for GlobaJi ation'. Within
that group five research areas joined together they are a follows:
1.

2.

International Supply Chains, Networks and
Continuous Improvement
I T Assimilation as a Driver of Globalisation
and Uniformity in International Marketing: A
Transactional to Relational Perspective
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3. Mobile Lives - employment generated travel
and the globalisation of business practices
4. Made in Ireland Il - benchmarking Irish SME
practice and performance
5. Trade Fairs in the Context of Global Business.

•
•
•

This is interdisciplinary research with researchers
from the School of Business and the School of
Social Science and Philosophy. There are six academic staff, one postdoctoral researcher and four
PhD students from TCD involved in the project
(see Appendix I). Each project group to a greater
or lesser extent brings in a wider national and
international nerwork of researchers. There are
over 15 external (non-TCD) research collaborators
working with the research group (see Appendix 2).
Each researcher focuses on her/his own research
group and the collaborative links and leverages are
discussed and developed at group meetings.

A book publication (discussed below) is being
used as an integrating mechanism for the
research nerwork.

Operations of the Research Network
The inter-group relations and interactions within
each researchers' group nerwork and berween networks to form the overall research nerwork reflect
complex inter-level dynamics (Rashford and
Coghlan, 1994). What is needed is an understanding of how researchers participate in individual projects and nerworks and how they then participate in
a research nerwork and in turn operate as part of an
overall research theme from the IllS, which in turn
is part of the Trinity College Strategic Plan, which
links to government strategy for research and development within third-level institutions.
Several projects within the nerwork address relatively unexplored topics and the theme as a whole
is novel and an area at the frontier of research.
The group is multi-disciplinary, with members
drawn from backgrounds in economics, sociology
and different areas of management and business
studies. Multiple methodologies ranging from different forms of surveys, both on-line and off-line,
to ethnographic fieldwork are used.
The nerwork operates through informal email and
personal contact and formal monthly agenda
meetings attended by all members, with minutes
and the following features:
•
•
•
70

acceptance of minutes of previous meeting
a roll over for each project
conferences and visitors

publications: updates on any publications.
funding issues
as the nerwork developed, project groups have
presented their research projects to inform
members and to investigate synergies.

Researching Relationships and
Networks
Business today operates within dynamic complex
integrated nerworks. In many ways 'all organisations are nerworks - patterns of roles and relationships - whether or not they fit the nerwork organisation image. However, the nerwork organisation
is a specific organisational type. The chief structural characteristic of a nerwork organisation is the
high degree of integration across formal boundaries of multiple types of socially important relations' (Coghlan et al., 2004, p. 38).
The following sections briefly describe each of the
five projects, with more depth in the case of the
rwo projects most relevant to the relationship and
nerworks topic, describing both the research network and the nerwork research.

Proiect 1
International Supply Chains, Networks and
Continuous Improvement
Researchers: Louis Brennan (TCD), Deirdre Crowe
(TCD) and Alessandra Vecchi (TCD)
Every few years the International Manufacturing
Strategy Survey (IMSS) nerwork - a cooperative
nerwork of leading business schools and major
manufacturing companies - conducts a comprehensive study of manufactuting. The IMSS is a
questionnaire-based survey conducted in various
countries. Its aim is to study manufacturing strategies on a global scale and at a national level, and
to establish a common database on strategies,
practices and results. The survey covers 17 countries and focuses on industrial ector in metal fabrication and fabricated goods.
The Output from IMSS offers new theoretical and
empirical perspectives on the performance of firms
in the context of the increasing integration of manufacturing worldwide and offers insights on the
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process of convergence within the global manufacturing arena. By analysing firm-level data, it underpins and contributes to the understanding of trends
in relation to international competitiveness. The
IMSS network also serves as a vehicle for the dissemination of research findings in business circles.
Faced with increasingly dynamic, hypercompetitive and very volatile environments, firms are
being advised to concentrate on their 'core competencies' (Prahalad and Hamel, 1990). In order to
implement such a strategy, firms often engage in
an intelligent downscoping or a straightforward
downsizing of their activities.
In some industries, such as automotive, electronics, retailing or film, large vertically integrated
organisations transform into networks - where
networks are increasingly deployed as a sourcing
and manufacturing strategy; in others, such as the
financial services, machine-building or software
production, small firms engage in networks to
gain advantages of bigness while keeping the flexibility of smallness (Sydow and Windeler, 1998).
In particular, in relation to manufacturing networks or supply chain networks recent studies
have shown that power relations in supplier commodity chains tend to privilege downstream distributors and retailers rather than upstream manufacturers (Hughes, 1999; Kaplinsky, 2000). In the
case of original equipment manufacturers'
arrangements and subcontracting, for instance,
there is limited evidence to suggest the emergence
of hierarchical networks between major manufacturers and their functionally integrated suppliers
(Cho, 1997). Other studies have investigated the
role of network externalities in facilitating information flows, production sharing and diffusion of
technologies (Capello and Nijkamp, 1996).
Since different sectors tend to endorse different
institutional arrangements reflected in a wide
range of network configurations bearing different
externalities, the network form is becoming a crucial institutional arrangement and, as such, it
deserves a deeper theoretical understanding
(Sydow and Windeler, 1998).
Within this context, the IM S survey seeks to
assess the increasing integration of manufacturing
networks worldwide by offering in-depth insights

on the process of convergence within the global
manufacturing arena. There are two dimensions
of comparability that are chiefly addressed by the
survey - the international dimension (over 17
countries where the sample firms are purposefully
selected as representing best-practice companies)
and the sector dimension. By gathering data
across a wide range of countries as well as manufacturing sectors, the IMSS survey seeks to offer
valuable insights on specific manufacturing network dynamics by assessing similarities and differences among best-practice firms.

Proiect 2
leT Assimilation as a Driver of Globalisation
and Uniformity in International Marketing: A
Transactional to Relational Perspective
Researchers: Mairead Brady (TCD), Heidi
WinkLehofer (University ofNottingham), Mike
Saren (University ofLeicester), Rod Brodie
(University ~fAuckLand), Martin Wetzels
(University ofEindhoven) and]aquie Pels
(Universidad Torcuato Di TeLLa).
This world-wide study seeks to research the level,
use and sophistication of information and communication technology (ICT) within transactional to
relationship marketing and the challenges encountered and overcome for best practice in this area.
ICT has rapidly diffused through marketing practice, with companies experiencing major successes,
major difficulties and ongoing challenges. The role
of ICT within marketing has expanded and
changed rapidly, indicated by a framework of over
100 ICTs used within the marketing operations of
organisations (Brady and Saren, 2005). Thus the
study documents the dominant marketing practice
from transactions, database, interaction or network
(Coviello et al., 2002) and mirrors the ICT requirements within each. Prior exploratory research indicates that networked organisations have made
sophisticated use of ICT than transaction-focused
organisations, a finding which will be tested empirically in this study (Brady et al., 2002).
A quantitative descriptive study of ICT use in
marketing world-wide has been developed and the
research instrument is being refined. This study
would result in a global understanding of the
range and use of ICTs within marketing practice,
at the customer interface and internally, and
would lead to much discussion at industry, gov71

Irish Marketing Review Volume 18

Numbers

I & 2

2006

---------------------------------

ernment and societal level while also resulting in
major academic publications.
This study is part of an international research network, the Contemporary Marketing Practice
(CMP) (www.cmpnetwork.intranets.com) international research group. See Appendix 3 for the
current research members. The CMP network was
founded in 1997 by a group of researchers at the
University of Auckland and followed two major
publications in the journal ofMarketing Management (1997) which supported the development of
a conceptual framework to study marketing practice within organisations called the contemporary
marketing practice (CMP) framework. A journal
of Marketing article in 2002 consolidated the
framework as a major contribution to the field
and study of marketing practices on a national
and international base. The main findings from
over IQ major studies to date are:
•

Some support for the contention that consumer and goods firms are more transactional,
while business and service firms are more relational.
• Firms can be grouped into those whose marketing practices are predominantly transactional, relational or a transactionallrelational
hybrid. Each group comprises approximately
one-third of the sample, and includes all types
of firms (consumer goods, consumer services,
business-to-business goods and business-tobusiness services).
• Marketing practices tend to be pluralistic, and
managerial practice has not shifted from transactional to relational approaches per se.

The network meets once or twice a year. The
EMAC Conference, which is the main European
marketing conference, has become the main
meeting venue. The researchers meet to discuss
publications to date and planned projects for the
following year. Members of the research group
work in teams on a number of different projects
depending on work and time constraints. There
are various smaller networks within the group: for
example, three researchers are positivists,
acknowledged experts in survey design and statistical analysis techniques. Others have more of a
phenomenonological approach and use added
dimensions such as with this project to track ICT
usage.

Proiect 3
Mobile Lives
Researchers: Alessandra Vecchi (TCD) and james
Wickham (TCD).

Technology plays a key role in theories of globalisation. In particular, the increasing inter-connectedness of the globe is explained by the expansion
of ICT on the one hand, and easier physical
travel, especially air travel, on the other. However,
unlike ICT, air travel remains largely taken for
granted and unexplored in the globalisation
research literature. Mobile Lives aims to challenge
this; it is part of a growing interest within sociology and geography in studying 'mobilities' as
such.
The first part of the project examines the factors
that promote the growth of business-related air
travel. Rather than simply assuming that air travel
will grow inexorably in line with econo~ic
growth, we critically examine theories from SOCIal
geography and economic sociology (e.g. role of
clusters, global cities, rise of network organisation); we examine the relationship between electronic communication and physical travel through
a case study of the Irish software industry. The
second part of the project will research the impact
of high levels of (airborne) mobility on social rel~
tionships and citizenship. Linking the twO mam
parts will be analysis of the specific role of travel
in the dissemination of business practices.

Proiect 4
Made in Ireland 11
Researchers: Paul Coughlan (TCD), Louis Brennan
(TCD), Richard Keegan (Enterprise Ireland),
William Kingston (TCD) Sean O'Riordain (TCD),
jim Stewart (TCD), Alessandra Vecchi (TCD),
Brian Fynes (UCD) and Ann Ledwith (UL).

The Made in Ireland II study, funded by Enterprise
Ireland (El), takes a broader disciplinary perspective on the issues facing SMEs in Ireland than the
original Made in Ireland. The original study was
completed largely from a single disciplinary perspective (operations management) by researchers
from a single research institution. The Made in
Ireland II research network brings a breadth of
cross-disciplinary and cross-institutional competences to bear on the issues. The network comprises researchers from Trinity College, UCD and

A Research Network Researching Networks: Challenges and Implications

'-----------------------------------

University of Limerick. In addition to operations
management, the researchers are drawn from
finance, international business, innovation and new
product development.
El has developed two databases relating to manufacturing practice and performance in SMEs. The
data gathered using Microscope have been published as Made in Ireland (Keegan, McSherry,
Fynes, Roche, de Burca, 2001); the data gathered
using the Benchmarking Index have been published as Learning to Lead the Field (HewittDundas, 2003). El has used both instruments to
gather additional data since 2001 which, individually and collectively, can support the development
of new contemporary insights.

Proiect 5
Trade Fairs in the Context of Global Business
Researchers: Grainne Coffins (TCD), Emma Calvett
(TCD) and]ames Wickham (TCD).
Networks have replaced many other analytical categories in examining organisations, people within
organisations, customer-supplier links and learning,
knowledge acquisition and innovation (Aalbers et
al. 2004; Belussi and Pilotti 2002; Thompson
2004). While networks are recognised to be crucial
for success in many arenas, they are not as well
understood or researched as they should be.
An ethnographic research study of trade fairs
where actual point of network contact between
buyer and seller, among buyers and to a lesser
extent between sellers could be researched in
depth is the focus of this research project. The
three-person team (respectively a sociologist, an
economist and an economic geographer) attended
trade fairs and actually saw and studied how
people interacted. This revealed some startling
insights (exhibitors 'stealing' paper-towels from
other exhibitors' displays, salesmen complaining
about the product to manufacturers, clusters of
expertise previously unknown in the literature who knows for example that Italy is the world
leader in producing piano stools?). This project
has explored the role that trade fairs play in
spreading globalisation with two methodologies.
First they conducted ethnographical field trips to
two trade fairs. Second they developed an online
questionnaire to see why people (suppliers and
buyers) attend trade fairs.

Research Network Publication
Outputs: The Ultimate Challenge
The measure of success of an academic research
network is based on publications. What gets measured gets managed and so a funded research network needs to show publications as returns from
funding provided.
The group was founded in November 2003 and in
the three years to date has collectively published as
follows.
•
•
•
•
•
•

4 journal articles
8 conference papers
1 book chapter
3 working papers
2 research funding applications
1 guest speaker invite

The success of the research group is also indicated
by its achieving mid-term funding from the same
source of almost €IOO,OOO. This will greatly assist
the group in driving forward its research agenda.
There are ongoing publication plans for each of
the projects. Over the past year or more the
Conduits group has worked together as a team in
a collegial fashion providing critical inputs across
the boundaries of individual projects. A5 a result
of this interaction, the network has begun to
develop linkages across the projects. What is proposed is a book integrating the apparently disparate activities which illuminate the inter-relatedness that is at the heart of globalisation. The book
centres on the movement of products, people and
ideas, all themes from this research. There is also a
collective aim to produce a book based on the
core projects and addressing a need in the market
for a better understanding of globalisation, its
consequences and impacts on broad areas and also
narrow arenas.

Moving Forward: Research and the
Research Network Imperative
With many opportunities for funding from a variety of bodies, Irish academic researchers need to
be aware of the focus, direction and requirements
related to accessing these funds.
The Brirish government recently announced that it
is more important for the EU to spend money on
research than on agricultural protection (Wickham
and Collins, 2006). Wickham (2004) argues that
73
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EU funding led to innovations in research topics
and research processes along with 'more money'.
The EU focus is on research that is policy relevant
and involves users - a novel and major development, moving the traditional knowledge generation away from universities. Therefore research
needs to have more user (company) involvement as
contributors to and even as co-shapers of the
process (Wickham and Collins, 2006).
There is major need for research networks within
the social sciences to develop areas of excellence
on this island. The challenge of future developments within business and also within the governmental research requirement for the third-level
sector means that it is of crucial importance that
researchers leverage the economies of scale and the
network benefits to become leading national and
international researchers in defined areas.
The importance of business research as a means to
develop economies is apparent. Fitzgerald (2006)
calls for a move away from the almost exclusive
focus of research funding on manufacturing (science, technology and engineering) and with the

Authors

changing world-wide orientation towards service
calls for more research funding into business related
international service provision and exportation. This
mirrors the winner of the Irish Exporter of the Year
(2006) award which was Citibank - an internationally traded non-tangible financial service. The focuS
on relationships and networks in this special issue
aligns with the programmatic nature of much
research funding, i.e. funding which is targeted at
specific areas of enquiry and business focuses.
In 2002 Ireland was ranked as the most globalised
nation in the world; in 2005 it dropped to second
place in the A.T. Kearney Foreign Policy magazine
globalisation index rankings (A.T. Kearney, 2005)'
Ireland is therefore an ideal laboratory for the
study of international networks and aspects of
same. Globalisation is all about networks. A fundamental hallmark of globalisation is the development, growth and proliferation of networks.
Given Ireland's premier position in the globalisation ranking, Irish academic researchers are perfectly placed to lead the way in the development
of research networks and of researchers researching networks.

studies within the school of business at Trinity
College Dublin, and a research associate within
the Institute ofInternational Integration Studies
at Trinity College. He teaches courses at undergraduate, graduate and executive levels in
international business and operations strategy. He
is the Irish coordinator for the International
Manufacturing Strategy Survey network. Dr
Brennan has served as a faculty member at several
universities in America, Asia and Europe. He has
published widely in his areas of interest. His
current research interests include international
manufacturing strategy and the evolution and
organisation of global supply chains.

Dr Mairead Brady is a lecturer in marketing at the
School of Business, Trinity College Dublin. Her
research interests focus on the analysis of
contemporary global marketing practices within
the transactional to relational perspectives and the
assimilation of information and communication
technologies (ICT) into marketing both internally
and externally. She is an active member of the
CMP network (www.cmpretwork.intrenets.com)
an international research group, which includes
researchers from the University of Nottingham,
Cranfield School of Management, University of
Auckland, Leicester University, Eindhoven
University of Technology, Universidad Torcuato
Di Tella, Argentina, and Georgia State University.
This research group publishes comparative studies
into marketing practice worldwide. She is also a
research member of the 'Business as a Conduit for
Globalisation' research network within the IllS
(Institute for International Integration Studies),
Trinity College Dublin.

A.T. Kearney (2005), Foreign Policy, A.T. Kearney,
Washingron, DC.

Dr Louis Brennan is senior lecturer in business

Belussi, F. and L. Pilotri (2002), 'Knowledge creation,
learning and innovation in Italian industrial districts',
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Academic StaH Involved (with school/department aHiliation)

Name

School

Background

Professor James Wickham
Dr Louis Brennan
Professor Paul Coughlan

Sociology
School of Business
School of Business

Dr Mairead Brady
Dr Jim Stewart
Professor William Kingston
Dr Grainne Collins
Dr Alessandra Vecchi

School of Business
School of Business
School of Business
Sociology
illS

Sociology
International Business
Operations Management/
Product Development Management
Marketing
Finance
Innovation
Economic and Sociology
International Business

School of Social Science
and Philosophy
School of Business
School of Business
School of Business

Sociology
Assimilation of ICT into Marketing Practice
Marketing to the ICT Mediated Market
Manufacturing Strategy

PhD Students
Emma Calvert
Marion Jones
Ethel Claffey
Deirdre Crowe

Appendix 2

External (non-lCD) Research Collaborators Working with the Research Group

Name and university

Background

Collaborators from 30 countries within the IMSS network.
University of Twente, Aalborg University, Politecnico di Milano.
Dr Brian Fynes, Smurfit Business School, UCD
Dr Ann Ledwith, University of Limerick
Dr Richard Keegan, Enterprise Ireland
Professor John Urry, Centre for Mobilities Research,
University of Lancaster, UK
Dr Paul Haynes, Said Business School, University of Oxford, UK
Professor Mike Saren, University of Leicester, UK
Professor Rod Brodie, University of Auckland, NZ
Professor Wesley Johnson, Georgia State University, USA
Professor Martin Wetzels,
Eindhoven University of Technology, Holland
Dr Heidi Winklehofer, University of Nottingham, UK
Dr Roger Palmer, Cranfield School of Management, UK

Appendix 3

Operations and Supply Chain Management
Operations and Supply Chain Management
product Development Management
Enterprise and Economic Development
Sociology of Mobilities
Previous research assistant on 'Mobile Lives'
research project
All from Marketing Project:
The CMP International Research Network

Researchers in the Contemporary Marketing Practice (CMP) Research Network

Name

Country

Title

University

Brady, Mairead
Brodie, Rod
Brookes, Richard
Coviello, Nicole
Dominguez, Luis
Johnston, Wes
Leopoldo, Arias
Little, Vicki
O'Driscoll, Aidan
Palmer, Roger
Pels, Jaquie
Saren, Michael
Wagner, Rolf
Wetzels, Martin
Winklhofer, Heidi

Ireland
New Zealand
New Zealand
New Zealand
Colombia
USA
Chile
New Zealand
Ireland
UK
Argentina
UK
Germany
Holland
UK

Dr
Prof
Mr
Prof
Mr
Prof
Mr
Dr
Dr
Dr
Ms
Prof
Prof
Prof
Dr

Trinity College Dublin (University of Dublin)
University of Auckland
University of Auckland
University of Auckland
Florida Atlantic University
University of Georgia
Adolfo Ibanez University
University of Auckland
Dublin Institute of Technology
Cranfield University
Universidad Torcuato Di Tella
University of Leicester
University of Bielefeld
University of Eindhoven
University of Nottingham

ITAG IRELAND:
A SYMBIOTIC NETWORKING
RELATIONSHIP OR AN
OPPORTUNITY MISSED?
Ann M. Torres & Martin A. Whyte
The study explores the similarities and diHerences between the large and
small firms that make up the Information Technology Association of Galway
(ITAG) and the desired and actual benefits obtained from
membership of the network. It consists of a web survey to identify the key
themes that warranted further investigation through unstructured in-depth
interviews. Surprisingly, the dynamic between small and large sized
network participants was not strongly evident.
Although there was successful collaboration among ITAG member firms for
the purpose of skill development through ITAG's Skill net initiative, there was
little evidence of strategic collaboration on issues such as research and
development, marketing strategies and exporting. Indeed, it was expected
that multinational companies (MNCs) would provide a gateway for small to
medium-sized enterprises (SMEs) to break into new markets. However, the
research did not support this proposition. Further studies should focus on the
ideal conditions for learning and knowledge processes in alliances with
diversely sized members as well as methods for addressing the diHiculties in
measuring organisational learning outcomes.

Introduction
The information communication and technologies (I T) sector has become a dominant industrial sector in the Irish economy. Irish ICT exports
recorded their highest level in 2001, valued at over
€30 billion and accounting for 40 per cent of all
exports (OECD, 2002). In 2003, Irish ICT
exports dropped to 36.5 per cent of all exports and
currently these are estimated to account for 33 per
cent of all exports (Cassidy and O'Brien, 200 5).
Due to the small size of the domestic market, the
challenge for indigenou ICT firms is to achieve
scale and penetrate export markets. About 70 per
cent of indigenous firm have ale under El million and ju t 55 per cent of them are profitable.
Failure to engage in trategic alliances to create
ale growth and consolidation ha been identified
a a seriou challenge (HotOrigin, 2004)·
Organisational networks such as the Information
Technology Association of Galway (ITAG) can facilitate uch requirements for scale. A decade ago,
oviello and Munro (I995> p. 49) examined entrepreneurial firms in the New Zealand software industry, commenting that 'networks have come under
examination as a clearly emerging organizational
© Mercury PubliGltions

design appropriate to the global high technology
industry which is characterized by high growth,
entrepreneurial
ventures'.
More
recently,
Schonstrom (2005) has observed an increased focus
on interfirm networks due to faster product innovation processes, which are a result of more intense
competition. Coviello (2005, p. 39) observes that
'research on networks has become a topic of interest
in disciplines ranging from sociology to marketing,
entrepreneurship to international business'.
According to McKeon et al. (2004), foreign
MNCs can act as a catalyst to indigenous SMEs
engaging in entrepreneurial learning and new
business creation. They cite Needham's (1999)
finding that six years after Hewlett Packard's
Galway plant (formerly known a Digital and subsequently as Compaq) significantly downsized, IQ
per cent of those who lost their job had started a
new business in the Galway region, albeit not necessarily in the ICT sector. As a network, ITAG
encompas es diversely sized organisations and provides fertile ground to explore this area. Bernal et
al. (2002, p. 239) state that 're earch on internationalisation through networks has tended to
focus on the networking process being driven by
77
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the influence and impetus of large manufacturing
organizations [despite the importance of] small
service and knowledge-based firms to the global
economy'. This research also addresses this gap.

The ICT Sector in Ireland
The ICT sector is one of the more important
industrial sectors to the Irish economy, as 60 per
cent of all software sold in Europe originates in
Ireland (Enterprise Ireland, 2004). It is estimated
the Irish industry encompasses 900 indigenous
firms and 400 foreign direct investment firms
(HotOrigin, 2004, p. 8). Although indigenous
software firms have existed since the 1970s, it was
not until 1989 that the Irish government recognised the Irish software industry as a separate
sector, primarily due to a campaign led by the
Irish Software Association (ISA) (Gallen, 2001).

indigenous software sectors have developed in parallel with little interaction between the twO sectors
(Gallen, 2001). The indigenous software sector in
Ireland in the 1990S was 'characterised by a particularly high start-up rate as well as a low closure
rate among established software companies'
(Crone, 2002, p. 8), which resulted in an indigenous industry characterised by either very large or
very small firms with few medium-sized firms.
HotOrigin (2004) found 70 per cent of indigenous
firms had sales under El million with only 55 per
cent of firms being profitable, and concluded that
there is a need for consolidation in the Irish marketplace. In support of HotOrigin's (2004) findings, the ISA states that only 3 per cent of Irish
software firms in Ireland have a turnover of greater
than €2 million (Clark, 2003).

Information Technology Association
of Galway (ITAG)

Since then, the Irish software industry has accelerated significantly, developing into a robust, flourishing sector. The so-called 'Celtic Tiger' of the 1990S
saw Ireland emerge as 'a hotbed of software development activity and a key node in the global software
industry' (Crone, 2002, p. 8). Central to the successful growth of this sector was the participation of
venture capitalists and the support of established,
successful entrepreneurs in start-ups. The marked
downturn that followed the bursting of the 'dotcom
bubble' has seen the 'mood in the eBusiness circle
[swing] from extreme exuberance to one of extreme
caution' (Biswas and Krishnan, 2002, p. 681).
However, there are reports that ICT spending,
merger and acquisition activity and venture capital
activity are on the increase (HotOrigin, 2004).

ITAG was established in 2000 and is a network of
40 start-up and multinational enterprises which
provide software, telecommunications, computer,
internet, online and systems integration products
to a national and international client base. ITAG is
a young association network, established for the
purpose of regulatory lobbying, self-regulation,
promoting professional education and stimulating
a specialist labour supply. Given that it has
diversely sized firms as members, it is an example
of what Echeverri-Carroll et al. (1998) call an
'asymmetric network'. Its mission is to advance
ICT networking and business opportunities in
Galway by fostering strategic business partnerships.

Another key factor in the development of the Irish
ICT sector is foreign direct investment (FOI) by
high-technology multinationals. Ireland's economic turnaround is attributed to the influx of
FOI in the sector, starting in the mid-1980s and
continuing through the present day (Gray 1997;
Kearns and Ruane, 2001; Crone, 2003). Although
there is no denying that the presence of multinational software firms has benefited the Irish economy, there is less evidence of interaction between
multinational subsidiaries and smaller indigenous
firms. Gallen (2001, p. 2) observed that 'few Irish
software firms [were] started by ex-multinational
employees, nor has there been [an extensive] history of [indigenous firms] subcontracting with
multinationals'. Hence, the multinational and

According to Johannisson (1998), a major characteristic of entrepreneurial networks is the 'spati~
dimension'. The local and regional socioeconomIc
context 'is both a major determinant and a major
outcome of entrepreneurial activity' Qohanniss on ,
1998, p. 300). Although Galway, located on the
western coast of Ireland, is regarded as an attractive place to tart and grow a business, only 9 p.er
cent of indigenous Irish ICT companies (that ~s,
about 80 firms) have their head offices located 10
the region (HotOrigin, 2004). According to
O'Oonnell et al. (2001, p. 753), 'The network
approach has become a popular means by whi~h
to describe the creation of mall, entrepreneunal
firms'. Examining a network such as ITA affords
the opportunity to continue this investigation and
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Figure 1

Network Typology Based on Organisational Interdependence
and Network Durability
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Source: Heracleous and Murray (2001)

consider the extent to which networks contribute
to entrepreneurial activities. Among the firms in
ITAG there is an opportunity to find a mix of
firms with respect to size, length of establishment,
intensity of technological initiatives, and degree of
entrepreneurial orientation. Even though ITAG is
entrepreneurial in its mission as a means to attract
investment and economic development, not all of
its members are entrepreneurial. Nevertheless, it
may be possible to observe whether network participation influences entrepreneurial activity
among ITAG member .

Heracleous and Murray's Taxonomy
of Networks
The management and strategy literature describes
networks as a type of collaboration where organisations with a common interest work together to
exchange ideas, knowledge and/or technology in
some areas (Dean et al., 1997), but still maintain
their autonomy in other areas (Kosa and Lewin,
2000). Resource constraints (Aldrich and Pfeffer,
197 6 ; Pfeffer and alancik, 1978), the desire for
legitimacy (DiMaggio, 1992) and the need to overcome the liability of newne s ( tinchcombe, 19 6 5)
are identified as key factors in explaining the rise

of networks. Networks also have the possibility to
provide access to less tangible commodities such
as power, influence, credibility, favours and opportunities (Giuffre, 1999).
Heracleous and Murray (2001) propose a taxonomy of five network types (see Figure I) based on
the dimensions of interdependence and durability
to classify networks and to explore the potential
motivations for and consequences of network participation. The dimension of interdependence
refers to the extent to which firms in the network
use each other's outputs and resources in their
own operations. Durability refers to the extent to
which networks persist in the longer term with
broadly similar participants, structure and content. The five network forms, as outlined by
Heracleous and Murray (2001) are: atomistic, edge
of chaos, association, embedded and brokered.
The atomistic network has negligible interdependence other than through independent transactions and no durability of relationships beyond
the individual transaction. An edge of chaos network has extensive operational and strategic interdependence but does not persist for long or
79
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require dense ties in order to function. Research
consortia best exemplify an edge of chaos network, where temporary coalitions of actors are
assembled by a project manager.
The association network has a high degree of durability, but limited interdependence and is best
exemplified by industry associations. Industry
associations, such as ITAG, are formed for the
purpose of regulatory lobbying, the institution of
self-regulation, or promoting professional education and regulating a specialist labour supply. The
social or interpersonal dimension can be important in association nerworks. Indeed, AhlstromSoderling (2003) has observed that nerworks
having informal processes tend to survive for a
longer period of time.
An embedded network has a high degree of durability as well as an extensive level of inter-organisational dependence. Japanese Keiretsu, which reflect
deeply entrenched institutional features derived
from the structure of kinship and family, best
exemplify embedded nerworks. A brokered network, located in the centre of Figure I, has moderate levels of interdependence and durability.
Brokered nerworks include hub-and-spoke network structures and often involve a strategic
centre, which acts as a leader and co-ordinator of
the nerwork.
It is important to note that the distinctions
berween Heracleous and Murray's (2001) nerwork
forms may not be clear-cut in practice. In addition, the location of nerworks within the taxonomy is not static, as 'firms may, at the same time
be involved in different types of nerworks, features
of nerworks may change over time and nerworks
can form at intermediate positions of Figure I'
(Heracleous and Murray, 2001, p. 145). The
changing nature of nerworks is supported by
Huggins (2000, p. 132), who claims that 'strong
formalized and sustainable nerworks should initially be catalysed through informal processes'.
As discussed above, the motivations for entering
into nerworks are numerous and include increasing innovation, gaining access to new markets,
sharing resources, reducing cycle times, decreasing
transaction costs, managing uncertainty or lobbying (Heracleous and Murray, 2001). Despite these
potential benefits, nerwork costs are the associated
80

partICipation expenses of an economic, operational and/or contractual nature (Morrison, 1994)·
Drawbacks associated with nerworks are a reduction in organisational flexibili ty and independence, the considerable time and commitment
required and the difficulty in managing nerwork
relationships (Drago, 1997; Kosa and Lewin,
2000; Elmuti and Kathawala, 2001). 'Nerworking
berween organizations has increased dramatically
in number and diversity during the last decade,
yet a very large proportion of alliances fail to meet
partners' expectations and generate any real value'
(Ho, 2006, p. 202). Nerwork relationships are
complex and as a result can easily fall short of
their expected benefits. Findings indicate that
rwo-thirds of all alliances experience severe problems in the first rwo years and berween 50 per cent
and 70 per cent of alliances fail or underperform
(Accenture, 2001; Kosa and Lewin, 2000).

The Strategic Rationale of Network
Participation for SMEs
The late 1980s saw researchers beginning 'to question the widely held view that entrepreneurs, as
economic actors, were isolated and that the entrepreneurial process was distinct from other social
phenomena. Instead, entrepreneurs were seen as
intimately tied, through their social relationships,
to a broader nerwork of actors' (Hoang and
Antoncic, 2003, p. 167). Hill (2001, pp. 228-9) sees
the use of personal contact nerworks in SMEs as
being 'rooted in a strong sales orientation' where
the role of the sales function is not merely as an
'adjunct of marketing or part of the paraphernalia
of the promotions mix but the central tenet of
marketing ... thus, it can be concluded that it is
the sales orientation which actually determines the
marketing competency spectrum and hence the
marketing character of such firms'. SME managers
are more likely than their large firm counterparts
to rely on information obtained from customers
and suppliers, which could be erroneous (Ottes en
et al., 2004). As a result, Ottesen et al. (2004, p.
604) recommend that 'SMEs - as part of their network marketing activity - should actively reflect
on and try to triangulate new information about
issues relevant to their marketing performance'.
In the early stages of the start-up firm's development, 'entrepreneurs' contact nerworks [are] composed predominantly of social ties, with only limited development of more business focused
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contacts' (Hill et al., 1999, p. 78). Focusing on the
use of informal networks of family and friends in
the start-up phase, Birley (1985) found that entrepreneurs relied extensively on the informal network of family, friends, and business people and
less on the formal network of banks, accountants,
and lawyers. This finding has been confirmed by
Andersen and Christensen (2004) as well as Greve
and Salaff (2003), who found that these types of
networks can be especially important for micro
enterprises (i.e. fewer than ten employees) faced
with 'insufficient resources, inadequate specialised
expertise and limited opportunities to make an
impact on the marketplace' (Torres, 2001, p. 229).
Networks are particularly important in dynamic
industries such as the ICT sector. Coviello and
Munro (1995, p. 49) note that 'increasingly, networks have come under examination as a clearly
emerging organizational design appropriate to the
global high-technology industty which is characterized by high-growth, entrepreneurial ventures'. This
perspective has been more recen tly confirmed by
Chatterjee (2004, p. 714) who observes that 'given
the rapid pace of technology obsolescence, lack of
dominant standards, global price transparency and
competition, and high burnout rate of firms,
alliances are critical to making value chains efficient
and necessary for survival'. In Ireland, networks are
believed to have played an important role in bringing about the innovation needed to drive performance in the ICT sector, as innovation occurs most
frequently in collaboration (Forfels, 2003).
The opportunity to engage in organisational
learning (OL) is a potential benefit to network
participation. Although there is no agreed definition of OL (Liu and Vince, 1999), Murray and
Donegan (20°3, p. 51) believe a useful starting
point is that 'organisational learning is concerned
with improving the behaviour and capability of
individuals so that the organisation can more
effectively respond to its environment'. OL has
attracted greater levels of attention from marketing academics in recent years (Morgan, 2004; Lim
and Chan, 2004; Holmqvist, 2003)· Dawes (20°3,
p. I) notes that 'scholars in the field of marketing
have only recently begun to explicitly address this
topic'. For firms under pressure to continually
acquire and develop new knowledge and skills,
such as those in the ICT sector, 'the rate at which
individuals and organisations learn may become

the only sustainable competltlve advantage'
(Shata, 1989, p. 64). The challenges and opportunities of globalisation have also placed renewed
strategic emphasis on OL (Lundvall and Borras,
1997)· According to O'Keefe (2002, p. 138), 'the
increasing role of intellectual capital in particular
and its unique capacity to create knowledge
becomes the raison d'etre for organisations'.
Boussouara and Deakins (1999, p. 204) observe
that a distinctive weakness of ICT entrepreneurs
'is the lack of attention paid to marketing and the
development of marketing strategies'. This is a
serious lacuna in their skill sets, given their urgent
need 'to translate promising technologies into a
stream of economic returns' (Gans and Stern,
2003, p. 333). Similarly, Irish ICT entrepreneurs
have the same weakness with respect to marketing
skills. According to HotOrigin (2004), 70 per cent
of indigenous Irish firms had sales under €1 million and find it difficult to close sales and make
exits through initial public offerings or mergers
and acquisitions.
In addition to poor marketing skills, Irish SMEs
also have poor networking skills. Kuznetsov et al.
(2000, p. 105) compared Russian and Western
European entrepreneurial behaviour and found a
key difference:
Russian conditions require entrepreneurs to be able
to effectively mobilise intangible assets, in particular the ability to create or join informal nerworks
... such nerworks [are] ... a great benefit that translates into reduced transaction costs, a stable customer base and preferential access to information.

Research Methodology and
Objectives
All research methodologies have their advantages
and limitations and no one approach is better than
all the others for all research purposes (Cepeda and
Martin, 2005). This study is designed to provide a
preliminary insight into the dynamics between the
diversely sized participants in the ITAG network.
The research follows the work of Verspagen (1999,
p. 230), who found that 'the impact of large corporations on local networks of innovation' is an area
worthy of investigation.
Dredge (2006) notes that there is no agreed
methodological approach to researching networks.
81
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Quantitative methods enable description and
analysis at one point in time, but will not highlight
longitudinal changes. Consistent with scholars
engaged in entrepreneurial research and who advocate empirical research of a phenomenological
nature (Bygrave, 1989; Brockhaus, 1987; Churchill
and Lewis, 1986), this research aimed to be sensitive to ICT firms' characteristics. 'Methodological
approaches to the study of inter-firm nerworks that
are purely quantitative have been criticized on the
grounds that they explain little about the actual
content of firm relations and connections'
(Huggins, 2000, p. II3). Therefore, qualitative
approaches that aim to explain rather than predict
phenomena are considered appropriate (Leavy,
1994; Gordon and Langmaid, 1988).
The study consists of rwo phases. Initially, a web
survey was conducted in June 2005 to establish
preliminary support for the research objectives
and identify the key themes that warrant further
investigation, namely the role of nerwork marketing, relational marketing practice, export orientation, and organisational learning through the
Skillnets development initiative. The second
phase, conducted in July and August 2005,
involved a series of unstructured, in-depth interviews. The use of in-depth interviews allows unexpected or novel issues to be explored (Evans et al.,
2001). This rwo-stage research design facilitates
triangulation, as the macro level phenomena identified in the web survey were tested in the second
stage of research. Swartz and Boaden (1997, p. 61)
have used the same design in a similar con text and
found that such a 'berween-methods triangulated
research design is the most suitable for researching
information management in small firms'. Wincent
(2005, p. 444) has also used a similar rwo-stage
methodology specifically in the context of SME
nerwork research, where personal surveys were followed by additional interviews 'to illuminate the
phenomena studied'. The methodology used in
this study is consistent with Stokes and Bergin
(2006, p. 34), who state that individual depth
interviews are useful where there is 'a specific,
well-defined issue to investigate'. It is also consistent with the approach used by McKeon et al.
(2004), who combined quantitative and qualitative techniques using questionnaires and interviews in their study of entrepreneurial learning in
the Irish IT sector. McKeon et al. (2004) invited
executives from 20 firms to complete an online

questionnaire; 18 responses were received and the
data gained from the questionnaire was supplemented by five in-depth interviews.
The first stage of the research utilised what
Domegan and Fleming (20°3, p. 197) call a 'centralised internet survey approach', in that the
survey questionnaire was placed on a web site and
e-mails were sent to the sample units inviting
them to take part in the survey. The decentralised
approach involves sending the questionnaire as an
attachment to the e-mail or in the main body of
the e-mail. The decentralised approach is rarely
used in contemporary internet survey practice, as
it is relatively easy to create web questionnaires.
Moreover, centralised web questionnaires afford
the advantage of avoiding the data entry task, and
offer a greater degree of user-friendliness for
respondents. There is, however, a need for further
research in this area. Grant et al. (2005) believe
that there is a lack of research investigating technology-based survey methodologies, particularly
in a B2B context.
Nevertheless, 'a web survey application can
achieve a comparable response rate to a questionnaire delivered by surface mail if the web version
is preceded by a surface mail notification [and]
the cost advantage of a mail notification/web
questionnaire delivery combination suggests that
this approach may be beneficial for studying populations with full access to the Internet'
(Kaplowitz et al., 2004, p. 100). Grant et al. (20 0 5,
p. 664) have also stated that 'the reachability of
respondents via the internet (including e-mail)
and the necessary technological expertise regarding the professional design and programming of
web-based questionnaires can be seen as a 'conditio sine qua non' for using this sophisticated
approach.' Given the nature of the survey population in this research, the appropriateness of the
web survey methodology is assured.
The e-mail invitation was distributed on-line to the
CEO or a senior executive from each of ITAG's
member firms. Two further e-mails were sent to
these executives over a rwo-week period to encourage survey participation. A usable response was
achieved from 16 of the possible 40 member firms,
which translates into a rate of 40 per cent. The
survey sample is small, which does not allow for
parametric testing and limits the generalisability of
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the results. Statistical analysis is limited to averages
and frequencies to provide a general profile and to
identify the broad trends emerging among respondents about their use and perceptions of networks.
Of the CEOs and executives who replied to the
web questionnaire, nine are from indigenous startups, while the remaining seven are from MNC
subsidiaries. Of the on-line survey respondents,
nine CEOs agreed to give in-depth interviews;
five were CEOs of indigenous SMEs and four
were CEOs of MNCs. The sample of CEOs interviewed reflects the length of establishment and
size of ITAG's member firms. Similar to many IT
clusters in Ireland, ITAG comprise many young
micro and small enterprises, few medium-sized
firms, and a substantial number of well-established MNC subsidiaries. The industry sectors
represented among respondents are predominantly software and web technology, followed by
IT consulting and training, telecommunications,
and medical devices. Respondents identify business to business (B2B) as the most important customer group, followed by consumers (B2C) and
the government (B2G).
Respondents to the on-line questionnaire were
invited to participate in a 30-minute interview;
nine CEOs agreed to be interviewed. The research
tested the following propositions:

ITAG Membership and Participation
PI: Participation in ITAG has a strong strategic
motivation.
P2: ITAG membership is more important for
smaller firms.
P3: ITAG membership is an important facilitator
of organisational learning.

Marketing and Export Effirts
P4: The organisation of marketing is more informal in SMEs than in large MNCs.
P5: SMEs are more likely than MNCs to have a
relational approach to their customers.
P6: SMEs use MNCs to facilitate export activity.

Findings
ITAG Membership and Participation
PI: Participation in ITAG has a strong strategic
motivation
The motivations for joining !TAG vary. ITAG's
killnet development programme arises as a strong

reason for participating as ir addresses some of
member firms' organisarional learning needs in a
highly efficient way. Many MNCs stare thar their
participation in ITAG fits with their corporate
policy of networking. CEOs of MNCs find that
ITAG membership is an excellent means of lobbying national government for improvements to
Galway's transportation and technology infrastructure as well as fostering a cluster of technology firms to attract good employees and customers. On an individual level, CEOs of MNCs
value participation in ITAG for enhancing their
personal contact network.
Many SMEs join !TAG as a result of Enterprise
Ireland, a government development agency, which
sponsors the SMEs' membership fees. Most
importantly, SMEs view participation in ITAG as
a means to develop their personal contact network, identify potential opportunities for
alliances, as well as participating in a technology
cluster, which may attract resources. With respect
to personal networking, the following quotes are
representative of the benefits from ITAG membership:
There is a level of trust built over a number of years
so that there is a comfortable interaction. Hence,
when opportunities arise, they can be grasped
quickly, as it is not necessary to go through the
relationship building process.
Face-to-face time with colleagues who may have the
same problems [is valuable]. Even if colleagues
don't know you and your firm, there is a built-in
referral system.

The main benefits MNCs seek from participation
in ITAG, in order of priority, are: I) access to
management expertise, 2) access to new technologies and enhanced reputation, and 3) market intelligence and opportunities for mentoring. SMEs
believe that the advantages to ITAG are: I) access
to new technologies, 2) access to market intelligence, management expertise, and enhanced reputation, and 3) opportunities to influence regulation. All firms agree that time is the main
drawback to !TAG participation. The CEOs find
it time-consuming to participate in ITAG, but
realise a time commitment is required in order to
gain benefits from their membership of the association network. All respondents believe ITAG is
growing in strategic importance to their firm,
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although the CEOs of SMEs found this to be the
case at a significantly higher rate. The kinds of
advantages firms seek from ITAG in the future, in
order of priority, are: increased knowledge sharing,
additional opportunities for personal contact networking, more links with academic institutions,
and further opportunities for mentoring and supplementary assistance with funding opportunities.
The findings relating to the advantages and limitations of network participation are largely consistent with the literature. Firms pursued network
participation pragmatically with a specific strategic intent and consequently firms sought immediate benefits from their participation. However, it
is surprising that SMEs do not view participation
in ITAG as a means for sourcing funding and
mentors. With respect to funding, an earlier
ITAG study (Torres and Whyte, 2004) found that
only a few firms received venture capital investment over the past five years, which indicates that
Irish venture capital firms are not actively involved
in network establishment and/or maintenance.
P2: ITAG membership is more important for
smaller firms
Research by Wu and Cavusgil (2006) concluded
that smaller firms depend more on collaboration
for resources such as financial capital or market
power as compared to larger firms. An earlier
study by Torres and Whyte (2004) on ITAG
found a lack of embedded networks, which suggests ITAG members might miss opportunities
made possible through longer-term collaborations
and may fail to identify opportunities for mutually beneficial mergers or acquisitions.

In this study, it is surprising to learn that SMEs do
not actively seek collaborations with their larger,
well-established associates within ITAG. Nor do
they see ITAG membership as a source for future
funding either through venture capital investment,
semi-state initiatives or joint ventures with MNCs.
Perhaps this finding is partially a result of SMEs
striving to surv:ive and meet their day-to-day obligations. Moreover, many of the MNCs' headquarters are located outside of Ireland and the Irish subsidiaries may not have sufficient leverage, scope
and/or interest to pursue strategic alliance with
smaller partners. MNCs do identify a need for
closer collaboration between ITAG members and
academic institurions as a future objective.

P3: ITAG membership is an important facilitator of organisational learning (OL)
In large businesses OL is more formalised and
planned whereas in small businesses, learning at
this level can exist in a more informal way. Both
SMEs and MNCs viewed organisational learning
as highly important. However, while all large
firms have an explicit training and skills development strategy, only six out of nine SMEs have
one. Those that do not have a strategy are micro
firms with fewer than ten employees, who believe
their firm is too small for a training strategy to be
viable. This finding is consistent with the
Information Society Commission (2005), which
found that 80 per cent of businesses with fewer
than ten employees do not have a training programme. The research also finds that all the
MNCs participate in ITAG's Skillnet programmes, bur only four out of nine SMEs participate. ITAG's Skillnet programme is part of the
nationwide government-funded Skillnet initiative
established in April 1999 by employer bodies and
trade unions to support enterprises to develop
strategic answers to their joint skill development
needs. It is a successful example of a governmentsponsored initiative in the area of network development, an area that is clearly on the Irish government's agenda. The Irish Department of
Enterprise, Trade, and Employment (DETE) has
recently announced funding of €2.5m to foster
'industry led networks or groups of companies to
undertake time limited collaborative projects that
have the potential to achieve additional benefits
over and above what the individual companies can
achieve on their own' (DETE, 2006).

Through its network approach, Skillnet encourages
industry to identify, develop and certify organisationallearning and development initiatives. ITAG's
Skillnet programme aims to strengthen and
develop the IT sector in Galway by improving
competitiveness, reducing tuition costs and promoting investment in employees through tailored
skill development and educational programmes.
Thus, it provides the opportunity to make leadingedge organisational learning programmes accessible
to employees and build a skills base within the
Galway IT sector, enabling Galway to compete in
an increasingly challenging marketplace.
Not only does ITAG's killnet programme support the Galway IT industry by boosting the
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employability of staff, it increases networking
activity in tandem with skill development by providing the infrastructure and communication
channels to allow regular exchange of information
among members. In 2004, ITAG's Skillnet programme provided tuition to 224 employees in over
22 programmes and saved ITAG members over 40
per cent of the cost of such tuition (ITAG, 2005).
ITAG member firms believe ITAG's Skillnet programme is facilitating Galway's efforts to be a
centre for IT development.

P5: SMEs are more likely than MNCs to have a
relational approach to their customers
Interestingly, it is MNCs, not SMEs, that demonstrate a slightly higher relational attitude towards
marketing activities. MNCs view marketing as a
means to develop cooperative customer relationships and to coordinate activities with partners in
the wider marketing system as well as facilitating
personal relationships with customers and suppliers. The following quotes from CEOs of MNCs
demonstrate this increased relational perspective:

Marketing and Export Efforts
P4: The organisation of marketing is more
informal in SMEs than in large MNCs
As expected, the marketing function in SMEs is
primarily carried out by the CEO and is informally organised. In contrast, MNCs organise
marketing along functional lines and rely more
heavily on specialist marketers. Increasingly, both
types of firms rely on more highly targeted methods of communicating with customers rather
than on forms of mass communication. SMEs in
particular believe that targeted methods provide
greater value for their marketing communications spend. Clearly these types of communication also provide the opportunity to create and
maintain a dialogue that could facilitate the need
to 'build relationships with potential buyers over
time and then develop the most promising
potential buyers into strategic partners'
(HotOrigin, 2004, p. 27). Although SMEs believe marketing's primary purpose is to acquire
new customers, they are also keenly aware of the
importance of personal contact in cultivating
customer relations, particularly if their target
market is small. The following quotes are representative of how SMEs view marketing:

We used to build to stock, but increasingly it's
build to order ... in fact, we now call it engineer to
order, building once-offs for specific customers.
This [increase in tailored products] is changing the
nature of our customer interactions.

It is highly important to develop ties with customers. The predominant manner is personal visits
and face-to-face discussions with customers.
Although face-to-face meetings are costly in terms
of time, they can provide invaluable customer feedback on the firm and competitors.
It is easy to identify customers; there are only a
handful of customers, which are vety large. Our
firm is more a partner in our customers' firms than
just a supplier, and in this respect, we need to know
cu tomers' industries exceedingly well. The firm
becomes a trusted consultant who needs to be able
to advi e customers strategically and operationally.

You have to have the relationship above the project
level. It's not about technology; it's about 'people
buying people' to cooperate and solve problems.

With respect to measuring customer relationships,
MNCs are more disciplined in their approach
with many of them availing of quarterly customer
satisfaction surveys conducted by external market
research consultants. Some MNCs perform oneto-one customer feedback sessions every time a
new system is installed or enhanced, to obtain the
'voice of the customer'. A few SMEs are precise in
measuring their communication efforts by logging
every response to an advertisement, every telephone call and every e-mail so as to obtain a conversion rate of communication effort to sales.
Most SMEs are informal in their approach to
measuring customer relationships and rely on a
'general sense' of customers' level of satisfaction.
Other SMEs expect it will take four or five years
to see a return on marketing communication
efforts as their firm becomes become more established and gains a reputation.
P6: SMEs use MNCs to facilitate export
activity
Since the extremely small domestic market means
that Irish ICT firms have to export to survive,
networks can be a key component of an export
strategy. The relationship between networking
and export performance is under-researched;
Babakus et al. (2006) conclude that SMEs that
develop domestic and foreign networking ties are
more likely to enjoy better export performance.
This view is supported by Brouthers and Nakos
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(2004), who found that SMEs' limited resources
constrain foreign market search and analysis activities, with the result that SMEs often prefer nonequity modes of new market entry. Therefore, it is
posited that networks are a key component of
SMEs' export efforts. A statement from a small
firm respondent in work carried out by Wincent
(20°5, p. 450) illustrates this:
We [a smaller hrm] do not have the competence or
the contacts to enter that foreign market without
this hrm [talking about a larger hrm]. Therefore,
we need this hrm to do it. In fact, I do not see any
possibility of accomplishing something like that
with another hrm of our size ... of course they [the
other hrm] may beneht more than we do ... but
anyrhing is beuer than nothing.
Overall, Irish SMEs take one of two approaches
towards exporting. In one approach, the SMEs
predominantly provide products and services for
the domestic market and expect that up to 50 per
cent of their turnover will be attributed to the
export market in the next five years. Alternatively,
the SMEs' turnover is roughly split between
domestic and export markets with the expectation
that the greater part of their turnover (60-90 per
cent) will be attributed to the export markets in
the next five years. All the MNCs in this research
engage in export activity. In comparison, only half
of the SMEs see their future export plans being
influenced by ITAG. The finding that SME
export market strategy is not heavily influenced by
larger ITAG partners differs from Coviello and
Munto's (1997) proposition that the fate of many
high-tech SMEs lies in network relationships.

Conclusions
Ireland's relatively small size on the global stage
means that Irish ICT firms should focus on building barriers to entry by developing knowledge and
expertise in technological clusters (Clark, 2003).
Achieving domain clusters is a challenge considering the small size of indigenous firms trying to
market to much larger firms. Hence, it is uggested that firms within the Irish ICT secror need
to engage in a greater degree of strategic collaboration as a mean to address the problem of scale
(O'Riain, 1997).
The marketing function within MEs is informally managed primarily by the CEO, while in
the MNCs marketing is managed along func86
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tional lines by marketing specialists. Since Irish
ICT firms have to export to survive, networks are
postulated to be a key component of an export
strategy, as knowledge gained through network
participation may provide the competitive advantage the sector needs in order to survive and
progress. However, the findings indicate that
SME export market strategy is not heavily influenced by larger parrners in ITAG, as suggested by
the literature.
Both SMEs and MNCs within ITAG display a
clear relational orientation. SMEs believe that
marketing's primary purpose is to acquire new
customers, but MNCs demonstrate a slightly
higher relational attitude as they believe marketing's purpose is to develop cooperative customer
relationships and to coordinate activities with
partners in the wider marketing system. With
respect to measuring customer relationships,
MNCs are more disciplined in their approach, as
many avail of quarterly customer satisfaction surveys. SMEs are informal and rely on a 'general
sense' of customers' level of satisfaction.
The findings relating to the advantages and limitations of network participation are largely consistent with the literature. The advantages of network participation include reputation, credibility,
organisational learning, information exchange and
hared resources. The disadvantages to network
participation are time and cost. It is surprising the
SMEs do not view participation in ITAG as a
means for sourcing funding and mentors. The
findings suggest that interactions between ME
and MNC firms within ITAG may be limited and
the relationships formed are not highly strategic.
Perhaps this lack of strategic relationships is
because ITAG is a relatively young network and
has not had sufficient time to foster these more
embedded relation hips. For example, when
re earching SMEs in technological networks in
Italy, Denmark and the UK 12 years ago,
eremeti (1994) found there were very few examples of networking among high-technology SMEs
in the UK. Longitudinal studies are needed.
All participants recognised the importance of OL
for their firm. ITAG's Skillnet has been an important strategic initiative. Its significance lies not only
in delivering specific skills to member firm but
also in fostering increased interaction and mutual
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understanding among ITAG members. SMEs and
MNCs view access to management expertise and
the Skillnet programmes as major benefits to ITAG
membership. Despite these successes, the major
strategic advantages that could stem from a truly
symbiotic networking relationship remain to be
realised. However, there is enough evidence in this
study to endorse the findings of Echeverri-Carroll
et al. (1998, p. 731) who studied high-technology
firms in Texas, and conclude that 'asymetric relationships could be an important component of
local small firms' competitiveness. In particular,
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