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Abstract. Inter-organizational networking is said to be one of the most important tendencies of recent
time. The numerous benefits provided by cooperation of independent organizations help them to meet the
challenges of globalization and improve country’s competitiveness. Moreover, globalization and ad-
vances in IT enable to network with remote partners. One of the success factors of inter-organizational
networking is actors’ motivation to cooperate. Therefore, the aim of the paper is to reveal the benefits of
inter-organizational networking from perspectives of different network actors in the context of globaliza-
tion. In order to reach this aim, literature analysis was applied as a research method.
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1. Introduction

The growth of inter-organizational networking
among independent companies is one of the most
important tendencies of recent decades (Grant,
Baden-Fuller 2004). The benefits of such coopera-
tion relate not only firms but also regions and
countries. One of the most famous examples of
successful inter-organizational networking is the
Silicon Valley, encompassing a big number of in-
novative high-tech firms (e.g. Hewlett-Packard,
Intel, Oracle, Apple, Cisco Systems, Yahoo!,
eBay, Google) which created employment for
thousands of people. Moreover, a survey of 175
networks in Denmark in 1991 showed that even in
economic  recession inter-organizational co-
operation provide benefits such as improved inter-
national competitiveness, turnover, product devel-
opment activities and reduced costs (Gelsing and
Knopp (1991) as cited by Hanna and Walsh,
2002). These benefits are important as globaliza-
tion is changing competitive environment and the
increasing global competition results in pressures
for lower cost, higher product and service quality,
shorter delivery time and wider assortment
(Abonyi, Slyke 2010). In addition to this, global-
ization and advances in IT enable to exploit the
benefits of networking even with remote actors.
Despite the growing popularity and important
benefits of inter-organizational networks, many of
them do not meet the expectations of their partici-
pants or fail for other reasons (Barringer, Harrison
2000). Therefore, networks have become the sub-

ject of interest for many researchers. The early
papers in this field were published in late 1940s,
and the amount of scholarly work has grown ex-
ponentially over the past half-century, mainly fo-
cusing on the properties and overall pattern of re-
lations between and among organizations that
pursue a mutual interest while also remain inde-
pendent and autonomous (Cropper et al. 2008).
The majority of studies found when writing this
article had explored certain case studies of inter-
organizational networking and covered the bene-
fits of it fragmentary. There were some studies
concentrating on motives for networking among
organizations (e.g. Pesamaa 2007); however, they
sought for causal relations and were limited in
terms of industry or actor type.

The aim of this article is to bring together the
benefits provided by being a part of inter-orga-
nizational networks. The information presented in
the article could encourage organizations to form
networks or help networking organizations to
check if their relations exploit possible benefits of
cooperation. Literature analysis was chosen as the
research method for this article. The first part of
the article presents deeper theoretical explanation
of networks, and afterwards the benefits of inter-
organizational networking are reviewed.

2. Networks and networking

Cropper et al. (2008) cites Mitchell (1969) as one
of the first authors who developed definition of a
network concept. According to it, a network is a
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specific type of relation linking a defined set of
persons, objects, or events. Due to the broadness
of the concept and variety of object it relates, a
term “network® is used in many different fields
and disciplines such as IT, biology, sociology, etc.;
and Cropper et al.points out that the concept of
“network” has often been used rather loosely. In
social sciences, network is researched as a system
of relationships among individuals and organiza-
tions (Jucevi¢iené 2007). Talking about concept of
“networking”, Oxford Reference Online defines it
as “the process of establishing and maintaining
connections among individuals and agencies, or-
ganizations, either as an end in itself or to achieve
some specific objective” (Last 2007). This article
will concentrate only on inter-organizational net-
working whose members have an intention to co-
operate over the longer term than buying-selling
transaction. For the rest of the article “network”
definition provided by Jucevic¢ien¢ (2007) is used,
according to which inter-organizational network is
organizations related by mutual interest and seek-
ing for a certain aim in order to pursue a common
activity.

According to Cropper et al. (2008), a network
as a manifestation of the existence of inter-orga-
nizational relations may sometimes have a name of
alliance, collaboration, federation, partnership,
association, consortium, joint venture, relation-
ship, cluster, constellation, strategic alliance, coali-
tion or cooperation. The organizations can be pub-
lic, business, or non-profit and the relationships
can range from involving just two organizations to
huge networks of many organizations. Jaku-
bavicius et al. (2008) note that business associa-
tions, technology platforms, clusters, integrated
centres of science, studies and business-valleys are
the most prevalent forms of inter-organizational
business networking.

3. Benefits of inter-organizational networking

Inter-organizational networking is complex since it
requires cooperation of independent organizations
having not only mutual but also different goals,
paradigm, culture, values, attitudes, etc. Scholars
like Pesamaa (2007), Juceviciené (2007), Sivadas
and Dwyer (2000), Mu et al. (2008), Morris et al.
(2006), Maskell and Malmberg (1999), Lorentzen
(2008), Ferrary and Granovetter (2009), Bessant
and Tsekouras (2001), Hakansson and Ford
(2002), Oprime et al. (2011), Inkpen and Tsang
(2005), Isaksen (2009), Bathelt et al. (2004),
Giuliani (2005) tried to detect the factors influenc-
ing the success of inter-organizational network-
ing. Oprime et al. (2011) as well as Pesamma
(2007) found out that one of the factors which are

important for the development of network rela-
tionships are motives revealing firm‘s intention to
cooperate. According to Pesamma, motives affect
the way partners are selected and the direction to-
ward which the relationship will develop. In addi-
tion to this, identifying the interests of each com-
pany should be a pre-condition to plan further
projects for the network (Oprime et al. 2011).
Therefore, it is important that network actors
would have some benefits to seek for in a network.

One of the benefits of inter-organizational
networking is cost reduction (Porter 2000; Oprime
et al, 2011; Altenburg, Meyer-Stamer 1999).
Members of a network can cooperate in resource
purchase and exploit economy of scale. Besides,
they may share physical resources such as labs
(Bramwell et al. 2008), premises, and equipment.
According to Altenburg and Meyer-Stamer (1999),
members of clusters can benefit by having lower
costs of customer search, because once a cluster
has gained a reputation as a production center for
certain goods, intermediaries come from all over
to these places where they can choose between
hundreds of producers.

Another factor motivating firms to enter into
network relationships is a wish to be more flexible.
A theoretical example of this is given by Chung et
al. (2006) exploring strategic alliances in knowl-
edge industries. According to him, if two small
consulting firms have the expertise in two different
areas and a client is in need of expert advice in
both spheres, networking between those two firms
may be a solution. Neither of the consulting firms
in such situation can handle the project alone;
however, if those two firms combine their know-
how and resources, they can provide service which
would be unrealized otherwise for their client with
complex needs.

Another benefit of networking is an access to
information (Porter 2000; Altenburg, Meyer-Sta-
mer 1999). According to Porter (2000) in his arti-
cle exploring clusters, the existence of repeated
personal relationships and community ties leads to
better or cheaper access to and flow of extensive
market, technical, and other specialized informa-
tion accumulated in the network. Bramwell et al.
(2008) gives an example of access to research in-
formation in case of cooperation between industry
firms and university. As their study revealed, there
are firms who are eager to keep up with what is
happening at the research level, even though they
know they will not have any proprietary access to
the intellectual property.

Knowledge sharing and learning is another
one benefit of networking. Contemporary litera-
ture comes to generalization that learning and in-
novation are the results of interactive processes in
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which different actors come together to collaborate
in solving particular problems (Bathelt et al.
2004). However, the ease of sharing knowledge
depends on its peculiarities. Researchers distin-
guish two types of knowledge: codified (explicit)
and tacit (implicit). Codified (explicit) knowledge
can be told, written down in paper or fixed in other
similar way. As a result of globalization, explicit
knowledge may spread over the world more easily
due to relaxed trade regimes, emerging markets for
intellectual property rights and improvements in
information and communication technologies
(Bathelt et al. 2004). However, there are many
tasks that involve skills and insights that cannot be
codified. Such knowledge is called tacit and, ac-
cording to Mu et al. (2008), is often the source of
innovation and competitive advantage. As noticed
by Maskell and Malmberg (1999), the more easily
codifiable knowledge can be accessed, the more
important becomes tacit knowledge for sustaining
and enhancing the competitiveness of a firm. Un-
derstanding how tacit knowledge could be caught
and transferred is still a big question not only to
the practice but to theory as well. As such knowl-
edge resides in people’s beliefs, values, experi-
ences, other intangible elements of organization
like routines, structures, institutions (Inkpen
1998), it makes complicated to formalize, pur-
chase and share such knowledge. Acquiring tacit
knowledge requires personal demonstration, ex-
perience, practice and imitation or, in other words,
learning by doing (Pinch et al. 2003). Members of
networking organizations can explore each other’s
working ways, principles, ask questions and learn
new things from others. Bessant and Tsekouras
(2001) state that shared learning also offers bene-
fits such as structured critical reflection from dif-
ferent perspectives, reduction of perceived and
actual cost risks in trying new things. Moreover,
different perspectives can bring in new concepts
(or old concepts which are new to the learner) and
shared learning helps explicate the system's prin-
ciples.

Organizations enter network relationships mo-
tivated also by a wish to innovate (Porter 2000;
Oprime et al. 2011; Niu 2010). Possibility to inno-
vate being in a network is bigger due to several
reasons. Firstly, having relationships with univer-
sities and/or other members of the network, firms
often can get to know about new materials, ser-
vices, equipment, opportunities and exploit them
faster or more easily (Porter 2000). Besides, firms
working in a network may improve the ability to
identify market needs (Oprime et al. 2011). Fi-
nally, as Malmberg and Power (2004) notices as
cited in Malmberg and Power (2005), most inno-
vations are based on some form of problem solv-

ing. Someone realizes a problem and approaches
someone else for help and advice. Consequently, a
supplier, a customer, a competitor or some other
related actor helps to specify the problem and de-
fine the ways for its solution.

One more benefit of networking is the access
to specialized work-force (Porter 2000; Oprime et
al. 2011; Altenburg, Meyer-Stamer 1999). For ex-
ample, enterprises which network with university
may expect to benefit from qualified graduates as
prospective employees. There are examples of
strong networking between firms and universities.
Nelles et al. (2005) tell about university study pro-
gram developed in cooperation with industrial
firms. Students of the program get internships in
cluster firms; thus, the firms can employ students
who a) are well aware of the products the cluster
works with b) take the newest information from
lectures to firms c) has relevant job experience d)
can be evaluated during internships before being
employed for a long time.

One more motivational factor to enter net-
works is the ability to get financing from govern-
ments (subsidies, infrastructure, etc.) (Solvell et al.
2003). Due to benefits some networks such as
clusters provide to state, governments tend to sup-
port creation and development of networks by
granting financial help or taxing exemption.

The ability to network is of a paramount im-
portance for small and medium firms. As Hanna
and Walsh (2002) say, a small firm needs to inno-
vate to remain competitive and also minimize the
cost. However, a small firm with its own product
range and scarce resources will rarely be able to
update its portfolio without collaboration. It is also
unlikely it to purchase such quantities which
would let to get the price the big firms get. There-
fore, cooperation via networks in purchasing,
manufacturing, distribution, marketing, innova-
tion, etc. may be a solution having a significant
impact on the ability of small firms to compete in
the global marketplace. Oprime et al. (2011),
Chung et al. (2006), Barnir and Smith (2000)
agree that networking helps small and medium
firms to compete with huge firms meanwhile stay-
ing small and flexible.

Not only firms but also other organizations
are interested in networking. One of the most ex-
tensive study exploring benefits networking gives
to university was the one of Nelles et al. (2005).
According to it, universities can benefit from net-
working by exercising empirical research while
analyzing activities of firms. Furthermore, if the
university is a part of a certain network, it can pro-
vide students not only with academic but also
practical knowledge by arranging internships in
network‘s firms. As a result, the students of net-
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working university would be better prepared for
job market. In addition to this, a university work-
ing in a network may create or develop study pro-
grams which would keep abreast with fast chang-
ing technical, managerial or other kind of
achievements present in business. In case a special
study program is developed for network members’
needs, often firms finance procurement of tech-
nologies needed for student learning. Finally, uni-
versities working in cooperation with well-known
industry firms raise their prestige and, as a result,
may expect to attract a bigger number of talented
students.

As mentioned above, belonging to inter-orga-
nizational network is beneficial not only for firms.
States and regions have also interest in such rela-
tions. One of the reasons that motivate govern-
ments to promote development of inter-orga-
nizational networks is the fact that such inter-
organizational relationships stimulate the growth
of economy and welfare of citizens (Moraca et al.
2010). For example, clusters are thought to con-
tribute to the growth of economy by generating
employment, attracting new enterprises and direct
foreign investment, increasing export. Collins
(2008) gives an example of significance of bio-
medical cluster for recovery of Kobe (Japan)
economy. A powerful earthquake in Kobe in 1995
took lives of thousands of people and shattered the
economy of one of the most energetic regions of
Japan. However, 3 years after the disaster a group
of local leaders prepared a plan to develop the city
as an international biomedical research and inno-
vation center. During the period from 2000 to
2007, the project attracted 211 enterprises which
created employment for 2690 specialists (it is es-
timated that the number will grow to 311 firms and
9700 employees in 2015). In addition to this, the
governments substantially increased revenue from
collected taxes. Therefore, the second reason mo-
tivating governments to support development of
inter-organizational networking is the ability to
collect more revenue form taxes in the future. Fi-
nally, successful clusters improve the image of the
region and the country and, as a result, attract not
only new firms but also talents (Porter 2000). The
former result is achieved not only with a help of
improved region image but also by bigger salaries
for cluster employees. As the example from Wax-
ell (2009) study shows, remuneration in firms be-
longing to Upsala Biotechnology cluster distin-
guished by bigger growth comparing with the
region and country.

One more party interested in inter-organiza-
tional networking is potential investors (Waxell
2009). Business angels, venture capitalists and
other investors are motivated to enter into network

relations due to perspective investment possibili-
ties. As networking influences formation of new
businesses (Porter 2000), innovations, productiv-
ity, they are potential objects for good investment.

The list of the benefits mentioned above is in-
definite and depends on certain actors of a net-
work. For instance, there are examples of network-
ing municipalities which cooperate in order to
share experience, obtain financing, just develop
relationship (Kern, Bulkeley 2009), share knowl-
edge, cooperate in search of new solutions and
learn from best practices (Keiner, Kim 2007).

4, Conclusions

There are a big number and variety of benefits of
joining the network. They depend mainly on the
nature of the network and help business organiza-
tions to stay competitive or create competitive
edge.

Firms are motivated to form or join networks
by the ability to reduce costs, increase flexibility,
learn and share knowledge, access information and
specialized work-force, develop innovations and/or
obtain financing from governments or special
funds. Networking is especially important for small
and medium size enterprises.

Universities are also interested in networking
because it provides the ability to exercise empiri-
cal research in needed real environment, update
teaching programs according to newest conditions
and needs of a certain education field, train stu-
dents with practical tasks, get financing and raise
prestige.

Other beneficiaries of inter-organizational net-
working are the governments and potential inves-
tors. Due to possibility to receive more revenues
from taxes and attract new talents, governments
tend to support networks. As for potential inves-
tors, they are motivated to join networks in order
to get bigger profit and substantial return on in-
vestment.
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