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Business Networks and Local Partners
In Global Competition

Margherita Corniani

Abstract
More and more firms address collaboration and caapen as strategic topics

in order to build up competitive networks and breadhe global competences
provided by the community thus created. These faamscooperate with partners
to share resources, competences, risks or cosEd@&® penetrating new markets
can be easier when associating with new partnetse process to select an
adequate partner for a specific objective is a kastor of success and it varies
depending on many aspects, even during the rekgtipritself.

Keywords.: Global Competition; Networks; Partner Selectiomside-Out
Management; Outside-In Management

1. Global Marketsand Corpor ate Development through Business Networ ks

The corporate policy of forging relationships wither companies (whether of
the equity or the non-equity type), and that ofeleping companies ‘disseminated’
around the world to perform specific activitiesshgenerated complex corporate
structures, commonly described as networks (Bron2@d3).

The development of network structures is a respdoseéhe challenges of
globalisation: due to the gradual decrease in thportance of geographical,
administrative, political, currency, tax, legisletj linguistic and other barriers
networks have allowed companies to access broademare open markets, with a
large number of end customers but also with largalrers of companies operating
at all levels of the supply chain. The scale of @pmities and threats has thus
expanded enormously and companies have seen phygaees and relationships
open up, in terms of markets and companies witlchvio cooperate (Asmussen,
Pedersen, Devinney, Tihanyi (eds.) 2011; Brond0622.

Companies have been influenced to a certain ekietttis phenomenon, because
of the effects that the opening up of the market henerated in numerous
industries, from large industries which have alye@éen transformed by global
dynamics, to smaller, more local industries thatlass susceptible to the effects of
globalisation. However, the opportunities to aceess markets and new customers
were a choice for some businesses and an obligstepyfor others. The vicinity of
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particular sources of supply or the proximity tortjgallar outlet markets forces

companies to make decisions regarding the locatidmanches or the development
of relations with local partners in specific areéie results of this action are often
linked to the extent of a country’s institutiona@v@lopment, rather than only to the
characteristics of the businesses involved (Crsnhd, Makino 2008).

In global markets, the creation of business netwoskth different territorial,
proprietary and functional characteristics, is ¢eed decisive for the
development of competitive advantage, to the pibiat companies often recognise
that this advantage is due to the relations theye hastablished with other
companies: “We can provide additional support foe heed to gain a broad
understanding of resources. This includes consigesuppliers as being resources
of a firm, even when such resources are locatesidrithe legal boundary of the
firm” (Steinle, Schiele 2008; Dyer, Singh 1998).tivihe result that, at a global
level, we can refer, for example, to different aegr of involvement in global
sourcing relations when analysing their effect @anfgrmance (Kotabe, Murray,
Mol 2008).

In fact, “purchasing is a genuinebtrategic function only if it contributes to
establishing a competitive advantage. The managenénfirm-addressable
resources, especially suppliers, can be such &egictaask” (Steinle, Schiele 2008,
p. 12). If relations between companies (from simgl@ply agreements to more
complex forms of alliance) are to be justified,rthenust be an advantage for all the
companies involved in the relationship. This mustdd an economic nature (i.e.
immediately exploitable such as access to supmieso markets that are less
expensive than other alternatives) or knowledgatedl (i.e. able to lead to
knowledge or a potential for knowledge that is ligthan other alternatives, the
outcome of which envisages economic benefits inmntedium-long term) (Murray
2001; Christiansen, Maltz 2002; Ellegard et al. 200It is widely assumed that
firms establish joint ventures only when the perediadditional benefits from joint
venturing outweigh expected extra costs” (Niels@2 Beamish, Banks 1987;
Geringer 1991).

“A firm will ally with another only if it foreseesa probability of future
strategically or financially benefits from the @aibration” (Overby 2005; Stuart
1998).

2. Relations between Companiesand Linkswithin Local Areas

“When approaching the firm-territory nexus, an artpnt first step is to realize
that firms have to be understood as part of broswdkerstrial systems. For analytical
convenience such systems are defined in functioattier than territorial, terms,
although, of course, all systems are simultaneoostiz functionaland territorial”
(Dicken, Malmberg 2001). In fact “firms in compaetit interpenetrate each other’s
territories in highly complex and contested way#jid.), which is why it is
important to define where to look for partners, htmavset up networks (in other
words which partner to choose) and how to managev#hious relationships that
are established in time.

In some cases, the choice of the area in whiclpéoate depends on the choice of
the partners, which are identified by companiesth®y type of activity that they
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perform and by the potential competitive opportesitfor the company if it
establishes relationships with those specific aggdions.

o Hon Hai, which is known commercially as Foxcontednational
Holdings Ltd, is a multinational corporation bormea listed on the
Taiwan Stock Exchange, with manufacturing and neteaentres in
numerous countries around the world. It producesctbnic
components premises under contract for several -kvelivn
companies, including Apple, Amazon, Dell, HP, Msaft, Motorola,
Nintendo, Nokia, Samsung, Sony and others. It aasdied in Taipei in
1974 to produce channel-changing knobs for blackd amhite
televisions, but then converted to connectors fonputers. Starting in
1988, it established manufacturing plants in ShenzhChina, and
began to expand into various countries around tharldv (Czech
Republic, Hungary, Mexico, Brazil, India and Viatmawith research
centres in the USA and Japan) and, thanks to cativeetess and the
quality of its supplies, it became the largest @smexporting company
and the world's largest supplier of electronic campnts. (Jason
Dean, The Forbidden City of Terry Gou, in The Wateet Journal, 11
Aug 2007).

On the other hand, when companies prioritise tloécehof a region over that of a
partner, the manner in which they activate thetieiahip can vary from simple
supply or distribution contracts (Moore et al. 21® various forms of equity
investments, right down to real greenfield invesitag in other words, direct
investments in the area of interest, establishihglly or partially own subsidiaries
(Harzing 2002). Of course, each of these solutroests different needs, which are
also linked to the peculiarities of the area in ahhto intervene. In fact, entering
foreign markets underlines various types of prolslefrom the risk endemic in the
country itself, to legal restrictions and markebwth, all factors which, if they
become extreme, may make it more prudent to eil¢emiarket by agreements with
local partners rather than with wholly owned suiasids, in order to reduce at least
some of the risks (Morschett et al. 2010).

Individual companies may have different policiekted to corporate strategies
rather than to specific aspects of the country #reyentering.

o For example, Ferrero International S.A. is the g@ir company of
the Ferrero Group, which comprised seventy-threensobdated
companies at the end of 2013, with twenty manufiacfylants serving
over one hundred end markets. Starting from th&t falant in Alba
(Italia), the company began its process of inteioralisation back in
the 1950s, establishing subsidiaries abroad by agty existing local
firms, or by opening direct branches for all theiotries selected.
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Sometimes, the need to operate in a specific are@ oestock with specific
components makes it necessary to develop relaijmnah specific territorial areas,
or risk losing the related opportunities. Thisriget for example, in the automotive
market; when selecting suppliers, distributors ealdrs in the various countries
around the world; it is necessary to choose, @dorselling to specific areas.

o “We provide evidence that suppliers do learn mqreckly after
participating in Toyota’'s knowledge-sharing netwoflyota’s network
has solved three fundamental dilemmas with regardkriowledge
sharing by devising methods to (1) motivate memioepsarticipate and
openly share valuable knowledge (while preventingdesirable
spillovers to competitors), (2) prevent free rideasid (3) reduce the
costs associated with finding and accessing diftetgpes of valuable
knowledge. Toyota has done this by creating a gtmoetwork identity
with rules for participation and entry into the metrk. Most
importantly, production knowledge is viewed as pumeperty of the
network. Toyota’s highly interconnected, strong tetwork has
established a variety of institutionalized routingsat facilitate
multidirectional knowledge flows among supplier®yer, Nobeoka
2000).

As it is shown by the Toyota policy, one cruciattta when selecting partners in
order to develop a company’s own network is theeefthe prevention of
advantages for the competition; in other words,sblecting those partners who
might otherwise be chosen by competitors and reptesompetitive edge for them.
In fact “the nature of relationships may matter entiran the nature of resources in
the networked environments” (Lavie 2006).

3. Relations between Companiesand Links between Territories

In other cases it may be the entry country thas se¢ access conditions for
foreign partners.

o In China, for example, the entrance of foreign itpis fast-
tracked provided the investment is in partnershiih Wocal companies;
otherwise, it may be the conditions on the potémtiarket that suggest
direct commitments abroad rather than more flexfolens of entry (Li,
Li 2010; Minagawa et al. 2007).

o On the other hand, Chinese companies also have alagn entry
strategies for foreign markets, depending whethey tare private or
state-owned MNEs (Lin 2010).

The decision to enter foreign markets obviouslyeat$ the need to obtain a
series of results ranging from the search for neavkedge to the search for raw
materials, semi-finished products and products @natnot available elsewhere, or,
simply, the search for processing costs that ameddhan elsewhere. In this sense,
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we refer on one hand to outsourcing policies, wiiah naturally be put in place
locally or in distant locations -offshore outsomgi (Benito 2013; Farrell 2005),
depending on the related economic convenience (L2041).

The creation of a network constitutes a means eéigong the global dimension,
and explains how strategic alliances effectivelyiftsthe very basis of competition
to a new level — from firm to firm to (...) rival gupings of collaborators” (Powell
1987) “which means that the performance of a figniritimately tied to the
performance of its collaborative engagements” (OyeR005; Dyer, Nobeoka
2000). In fact, “today competition is often regatdes taking place between well
run inter-firm constellations” (Deligonul et al. 28).

In the last thirty years, the frequency with whigtationships have been forged
between companies on a national and a global dtade generated numerous
management studies which reflect different appreadio identify the underlying
motivations that have prompted companies to establarious types of
relationships with other companies. For example,dbvelopment of international
collaboration agreements between companies has b#ebuted to market
globalisation and the increase in competitive dyisamthis has triggered in many
sectors (Harrigan 1988; Glaister, Buckley 1996).foBe globalisation was
introduced to stimulate the development of thesatiomships, alliances between
companies were explained as a consequence of aemwhiactors, from different
theoretical perspectives to corporate studies: ttheory of transaction costs
(Williamson 1985; Hennart 1991), that of resourepehdency (Pfeffer, Nowak
1976), the theory of organisational learning (Hai@91; Grant 1996), the theory
of strategic positioning (Porter, Fuller 1986) andtitutional theory (DiMaggio,
Powell 1983; Meyer, Rowan 1977). Most managemesgaehers therefore had to
examine the motivations that could induce these paomes to try to establish
relations with other companies, attributing spedifinportance to these motivations
as part of defined theoretical approaches to thalyasis of companies and
management decisions. However, only a small nurabscholars concentrated on
problems that were more specific but extremely irtggd for the running of a
company, such as the method and motivation belhi@choice of specific partner
companies (Nielsen 2002).

The selection of the companies with which to adlyaivery significant part of the
creation of alliances between companies (Gulatb),9%s the success of an alliance
depends on the characteristics of the partner ch@s® the sum of the skills and
resources that the partner intends to invest irrefaionship, in combination with
the strategic objectives of the partnership itsetir this reason too, selecting a
partner for an alliance is a highly significant ges and constitutes a specific
decision in the process of creating an allianceickvinighlights the question of
which is the right partner to involve (Reynolds 29de Hoghton 1966), although
the problem of identifying the correct partnergthing but simple (Overby 2005).

Some scholars have developed this idea, identifgpegific criteria that make it
possible to define a partner's correctness (Glaidi@96), distinguishing in
particular between criteria linked to the task eéopgerformed (task-related criteria)
and criteria regarding the partner (partner-relatateria) (Geringer 1991). The
former, in particular, refer to the skills and cgt@wnal expertise at the partner’s
disposal, which he can contribute to the partnersthie latter, on the other hand,
regard the partner's own characteristics, in tesfreffectiveness and efficiency.
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Others still have focused on criteria linked to tdtural (both corporate culture
and national culture), strategic, organisational inancial aspects of the partners
(Yan, Luo 2001). But these perspectives have hagkdid the difficulties inherent
in defining the partner selection criteria in adsgnsuggesting that “the relative
importance of partner selection criteria may besdeined, on a contingency basis,
by the variables associated” (Geringer 1991; ReRigchie 2004). In fact,
contingency regards a whole variety of elements$ #na very important for the
construction of alliances, which include the spedsituation in which companies
operate at a particular moment (with referencénéoavailable skills and resources)
but also elements foreign to the company and lirtkethe competitive context of
its activities. As a result, the partner selectioiteria can change even during the
life cycle of an industry, prioritising aspectsKked to the resources to be shared at
certain times, and aspects linked to the partradsibty to relate to other parties at
other times (Overby 2005).

4. Corporate Relationsand I nside-Out M anagement

The selection of a partner to involve in its adi@s to a greater or lesser extent
and for a shorter or longer period, always obligeompany to open itself up (and
its information systems in particular) to the odésworld, and to a third party that it
cannot control. This aspect is the central critwaiht that underpins any decision
to interact with other companies, and becomes evare important the greater the
company’s involvement in the partnership, i.e. theader the heritage of
information that the company must share with iterm and the higher the risk
shared by the companies in the partnership (co-rebk® (Brondoni 2005).

Usually, when co-makership relations are developleel,parties involved share
the corporate risk and are therefore all stimulatedadopt behaviour that is
instrumental to the goals of the co-makership ati|a For example, this is true for
franchising agreements where the franchisor andréimehisee are, obviously, both
interested in promoting the business in the samecttbn. It is also true for
relationships that evolve between a few key suppb@d important companies, for
both of which the success of their respective #@w#®/ depends strictly on the
smooth operation of the co-makership partnershtpbéshed. However, not all
partnerships are of the co-makership type and veheampany has to open up to
other companies, sharing information with thems thighlights the problem of the
risk of opportunistic behaviour on the part of tbempanies involved, and it
reduces companies’ readiness to sustain investnogdgcated to the smooth
functioning of the relationship. This is quite am@oon situation in the context of
partnerships that entail the transfer of proprietanowledge such as the fruit of
research or development, carried out for exampla Bypplier which, the more it
fears that its clients might appropriate its R&Dolredge, the more cautious it is
to promote investment in the development of retsionith specific clients
(Martinez-Noya et al. 2013).

Naturally, these fears regarding the misappropmatof knowledge and the
cancellation of potential advantages deriving frdire partnership depend
enormously on the content of the knowledge trartedhithrough the partnership,
but also on the nature of the companies involvedn@r 2012; Li, Xie 2011).
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Numerous scholars see this primarily as a problenmelations with countries with
a lower technology content, where manufacturingvéiets can be outsourced in
order to cut costs. In this case, the characteriiimma is based on the alternative
between granting expertise (and often the technyoitsglf, in terms of machinery,
dedicated personnel, etc.) and teaching other coiepato enable them to turn out
high tech products at a lower cost, thus creatiogemqgial competitors. The
alternative is to forgo this significant reductionmanufacturing costs and not to be
competitive on global markets (Peng 2012; Wen, @guw010; Trott, Oecht 2007).

The risk of opportunistic behaviour on the parttioé companies involved in
corporate networks has been the subject of extenaivalysis in literature,
particularly in the context of sociology studies igh analyse the sociological
motivations underpinning the alliances, focusingraton on the issue of trust in
the development of networks between companies, idedtifying them as an
important factor to be taken into consideration wiselecting partners to involve
(Day et al. 2013; Varis, Conn 2002).

It is therefore possible to characterise the apgrda partnerships according to
two perspectives: the inside-out perspective ardotlitside-in perspective, which
underline the different approaches that compareesl to adopt as part of the
process of identifying and managing their relatiopsvith other companies. From
an inside-out perspective, in the context of thebgl markets the partner that a
company looks for is one to be “exploited” for network system, to obtain a
specific competitive advantage for itself. The campis therefore looking for third
parties to which it can transfer its own productsfrom which it can stock up
without being prepared to transfer knowledge ooweses, even motivated by the
risks of opportunistic behaviour by the other party

This prospective of “exploiting” short and even nusa-term opportunities, is a
feature of relations in which a dominant compang choose different outlet or
supply alternatives, drawing on the competitiveaadsges of a particular market in
terms of the size of the outlet market, the backiwass of the market itself, the
availability of natural resources at a low costcess to inexpensive manpower,
etc.).

o Where textile production is concerned, there 1&gy large area of
the world, made up of Southeast Asia and in padicaountries like
Bangladesh, Pakistan, India and Sri Lanka, where world's large
textile and clothing manufacturers stock up becawsethe low
manufacturing costs. The companies in this regioe able to
manufacture products at various quality levels thoeir clients around
the world, in very high quantities, basing their ngoetitive cost
advantage on the availability of low cost manpowand local
legislation that makes it possible to cut the aafsenvironmental and
social protection. The relationships developed leetwthe large global
textile and clothing companies and the companieatéxd in this vast
global region are not driven by formulas of shariagd openness, but
rather by the need to achieve low cost, even desticaroducts. The
level of know-how sharing can therefore be very, lfavouring an
approach based on the exploitation of the suppdiecording to an
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inside-out perspective on the part of global comesarthat supply
themselves there (Burki, Cadden 2011).

From an inside-out perspective, companies haveifgpeesources inside their
structure, and their competitive ability lies inn@oining these resources so as to
achieve an edge over competitors who do not hawesgime resources, or do not
know how to combine them in a similar way (Arrigf12; Sciarelli 2008). This
capacity to combine resources (inside) also conltatesp the possibility of
“exploiting” the “opportunities” for transactions relations with other companies,
in order to put a competitive product range onrttagket (outside).

Clearly, from this inside-out perspective, the arinvolved do not tend to invest
in developing the relationship, which functionslasg as the envisaged economic
advantages exist for both parties, from the petspeof “exploiting” mutual
advantages. Networks whose aim is to transfer denfial knowledge or to acquire
it outside the company are therefore not developeatlone company will regard
the other party as an opportunity to exploit.

This perspective, which is also widespread on dlobarkets, is suitable for
relationships in which there is always a strongangany which is able to dictate
the conditions and to offer its counterpart oppuaittes for procurement or supply,
without needing to share knowledge that is “siguaifit” for its own business.

Naturally, in a similar context, identifying compas with which to develop
networks presupposes specific selection criteridichv focus primarily on
enhancing the opportunities to exploit, certaimythe short but also in the medium
term. In a certain sense, the relationship is ifledt from the viewpoint of
facilitating the company’s output to the marketliant is chosen in order to exploit
its potential market, or a supplier because then@wies achieved with this
relationship make it possible to market a partidyleompetitive output.

5. Business Networ ks and Outside-in Management

Business networks may be structured with an ouisidgproach. In this case, a
company looks to other companies for the resourndsskills that it does not have,
and forges relations of various types to take theseurces and skills on board.
Instead of developing these resources internallychvwould be a long, expensive
and often very risky process, many companies operain global markets choose
the outside-in solution. This implies identifyinget resources and skills considered
necessary outside the company, and activating guves designed to “import”
these resources into the company. This “importipgicess does not necessarily
mean acquiring resources and skills from otheriggrbut putting themselves in a
condition to access them, reaching agreementshismtanagement of variously
structured relationships.

The input aspect of the relationship is prioritisitilitating the entrance into the
company of the resources and knowledge that pavevdly for the development of
the company’s own competitive capabilities.

This approach naturally tends to be developed witbng-term perspective, and
presupposes that the parties involved in the psooésharing the resources are
prepared to share, with all the related risks. e dand, we must therefore
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consider the problem of opening up the relevantmder systems and sharing
critical information, while on the other hand thasea risk that someone who
acquires new skills will transfer them to compeétihird parties, or will himself be
transformed into a competitor, rather than a partAed finally, there is a generic
risk of opportunistic behaviour, in which case axpany that invests more than the
others in the network does not obtain the expeaedantages from the
relationship, because of the opportunistic behavidthe other parties.

Some analysts underline the importance of invol\eogipanies in the network
because the relationship itself can bring the ddgrerformance. This involvement
regards the unlocking of the information systemsiwved but also the ability to
dedicate specific resources and investments tgdanmership that focuses on the
development of outside-in management. “The strategportance of a supplier is,
in our view, determined by (a) relationship depemwies and (b) the future
opportunities for relationship development” (Ilvesitsal. 2013). In this sense, we
should mention specific operational figures who an@ortant for the successful
functioning of the relationship, such as the kegpdier managers or key account
managers, who manage the partnership relationsimg, are recognised as key
elements of the development of the corporate nétwidtakkonen, Olkkonen
2013).

In particular, inside-out and outside-in approackas also be linked to the
concept of value appropriation and value creatidfalue creation, on the one
hand, is concerned with creating valuable ben&ditgustomers, e.g. in the form of
innovation, distribution or production (...). Valugmopriation, on the other,
focuses on a company’s activities that aim at ektrg profits from the market”
(lvens et al. 2013). In this sense, inside-out rgangent can be associated with the
logic of value appropriation. This means that tlmenpany which develops the
relationship does so to appropriate the value desives from having exploited
specific resources, even when these are obtaimedgh a network. On the other
hand, outside-in management, which postulate theckeoutside the company for
the resources and knowledge necessary for intdaalopment, are more closely
linked to the logic of value creation, by which sasces acquired externally and
imported into the company are identified and ‘intpdt for the purpose of creating
value for the market and destined to affect theraliesystem of the players
involved in the relationship.

It is clear that, from this perspective, the tinaefie tends to be wider and the
dynamics of the relationship that is establishetiveen the companies are more
far-reaching, presupposing greater sharing of kadgé and information. This
facilitates the evolution of the relationship atiterefore, the creation of the value
that is determined, after having acquired the ressuand knowledge that are
lacking outside the company. The traditional resedrased theory maintains that
the company should be stimulated by the searchhiaresources it is lacking, in
order to generate them internally or to obtain themome other way (for example
through relationships with other companies). Thipraach, on the other hand,
maintains that, if the company adopts an outsidatiitude, what counts in the
relationship between companies are not only theuregss to be acquired/shared,
but also and above all the other party’s determonab pool these resources and to
foster their effective use.
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o “We emphasize logistical management activitiea @hobal basis —
which we call global sourcing strategy — and albe importance of
retaining the company’s capability and gaining esxdo suppliers’
capabilities to design and develop major componemd finished
products. These capabilities allow the companyetibelb understand the
cost and quality implications of its sourcing retetship with its
suppliers” (Kotabe, Murray 1994).

Partnerships therefore tend to address partieshwiage useful resources, rather
than really unique resources, and are highly mtgtv#o bring them into play in the
relationship, not considering it useful to purspgartunistic behaviour. In practice
this means selecting partners according to soetcgdéetner-related criteria rather
than task-related criteria, where the availabibfythe resources is important but
less so than the parties’ determination to shaeentin the partnership (Overby
2005).

However, in the development of business networksalways seems more
opportune to adopt a perspective that moves away fan examination of the
individual binary relationship forged between twompanies, in favour of an
analysis of the complex system of companies thatpart of a network, from a
broader perspective (Steinle, Shiele 2008). In, faath company involved in a
single corporate relationship is in turn part diestrelationships, in other words it
has its own network. As a result, in every corporaiationship, several networks
come into contact with each other. However, the \wayhich these networks
come into contact and the potential that these amtsmitcan open up for the
companies involved is very different. In this sendere are people who study
corporate relations, taking specifically into acabthe fact that a company can be
interested in developing a clearly defined relatlop with another company in
order to enter the latter's network and to gaineascto a wider system of
opportunities and resources (Bhalla, Terjesen 20T8e importance and effect of
key supplier relationships are broader than thatiggiship itself” (lvens et al.
2013) because the development of a relationshigp @ens up other relationships
which are those that a company establishes witltows network and which it
cannot and must not overlook when it chooses otloenpanies with which to
establish relations (Holmen et al. 2013).

A company’s degree of involvement in a specificwoek makes it possible to
highlight: on one hand the potential contacts tteat be generated by entering a
relationship with this specific company and, on tiieer, the company’s reliability
in the development of new relationships. A compamgle in its own network can
be identified as a deterrent to the adoption ofoofpmistic behaviour in relation to
company networks which can, in some way, have cegeions for the network
itself (Bhalla 2013).

This ‘Trojan horse’ perspective is very importartiam analysing the selection of
partners with which to establish relationships, ause of the broad horizon of
potential that can be triggered by activating digant relationships with another
company, opening up new networks and new relatipesind opportunities.
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The principle of the network picture should be s&erthis context, in other
words, as a representation of a company’s relatwatts its suppliers, clients and
competitors. Interpreting another company’s netwbrkn the viewpoint of a
specific firm which establishes or intends to ekshba relationship with that
company is extremely significant when selectingtipens and the best way of
managing the relationships to be established \ugmt

From an outside-in perspective, the network piciara necessary step that the
company has to take in order to grasp fully the oopmeness of forging a
relationship with another company. This is not ofdy the results that are the
actual target of the relationship, but also becaasgact with this company grants
access to another system of relationships, i.eotiher company’s network which,
in turn, reveals opportunities and risks that carektremely important (Roseira et
al. 2013). “Buyers must manage their key suppliertheir network contexts. (...)
Instead of managing a key supplier as if it existedsolation, a buying firm may
develop a network awareness capability in ordenémage the key supplier in its
wider network context” (Holmen et al. 2013).

The involvement of companies in networks with otbesinesses is seen as a
decisive factor of the success of this relationshgih for the learning process for
the involved companies (outside-in): “access refeships represent opportunities
for firms to create value through learning new Iskiand leveraging the
complementary resources of their partners” (Saetaal. 2001; Hitt et al. 2000),
and for the possibility for secondary minor oppaistic action: “given a finite
number of desirable partners who possess requiesdurces, are partnering
oriented, and are less likely to act as predatapportunistic, proactiveness allows
small firms to select from among the best” (Sarktaral. 2001), the larger the
investment dedicated to making the relationshipkwior other words the higher the
degree of proactiveness of the parties involvedsitming resources to alliance
identification and development may create valuelatter performance’llfid.).

6. Intengity of the Relations between Companiesin a Network

The interest of all parties in joining an allianoe a joint venture or, more
generally, in relating to other companies is them@frecognised as decisive for the
success of that relationship. The motivation terf@n alliance and the success that
this might generate can be expressed in various wag, therefore, also measured
using different benchmarks. However they all cogeeon the corporate results of
higher sales and lower costs, in the short or lengp. In this sense, the greater the
interest in entering a network of relationshipg greater also the degree to which
companies are prepared to involve themselves irs thétwork, forging
relationships, dedicating resources to their mamag¢ and sharing the risk that
derives from them.

This perspective is particularly evident in certhiursinesses for which intangible
resources, particularly those that are knowledtped, are essential to the
definition of alliances. In this case, corporat&atienships are not motivated by
cost reduction targets or the need to identify mefécient manufacturing
processes, etc. but stimulated by research to alevew products or processes.
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This is evident in the ICT, pharmaceutical and dxbnologies fields and, more
generally, in the context of business with a higvel of R&D (Cavusgil, Evirgen
1997; Colovic 2007; Gattai, Molteni 2007).

On the other hand, a network organisation and titsiade-in perspective that
stimulates it underline the fact that relationshipgween companies cannot be
considered from a binary perspective, but in refatio the fact that these are
‘multi-partner’ networks. Several partners are alsvanvolved, and these in turn
are connected to other partners. This system aesso/e interwoven relationships
cannot be overlooked in the development and managewf individual binary
relationships.

This consideration highlights the fluidity of bars between companies which
tend to become blurred and more dynamic in timespate the more relationships
a company forges with other companies. In fact, Hmead of corporate
relationships at all levels and in all directioqairchasing, supplies, competition,
etc.) induces us to shift our attention from thenpany to the network that it
belongs to, and from the single network to the iplitity of networks. In other
words: “firms within industrial systems: firms astworks within networks”
(Dicken, Malmberg 2001).

Nor can we therefore disregard the local dimensbrthe relationships that
companies in a network establish with other comgmmihen they set up their own
network. We could describe this as geographic ecdshtess in order to
understand the repercussions that certain reldtipnshoices can trigger for the
entire system: “there is a growing body of evidene suggest that the
particularities of a unit’'s territorial embeddedsesme centrally important to the
nature and influence of subsidiary units withimfistructures” (Dicken, Malmberg
2001).

The significance of this system of relationshipsaamportant that for some time
now, scholars have sustained the responsibilithhefnetwork; in other words, the
repercussions of any action taken by other compania particular network for the
companies involved in the same network — partityldwe largest which attract the
attention of the competition and the markets (Boom@®003). Take the example of
global sourcing alliances: “Purchasing managerstkemselves confronted with
the board’s expectation to purchase larger voluofesupplies from low wages
countries. Even the set-up of global sourcing qubis been reported, imposed by
the board. However, the question arises of whedh@gh global sourcing quota is
always best for a firm? Low prices may not autonaly translate into lower total
costs of ownership, if additional transport costgintenance costs or quality costs
arise” (Steinle, Schiele 2008).

In addition to the factors of economic conveniemr®l competitiveness that
induce companies to invest resources in netwoheset aspects of responsibility
explain the tendency to develop focused relatigpsshparticularly with a few
crucial and not easily replaceable partners, inasmas the market and the
competition system permit. In fact, certain parsn@ven become co-makers
because of their specific importance in a markeitext, which is very much the
case for specific dealers in the automotive marHéteir importance for the
manufacturer is closely linked to the system o&tiehships that these operators
maintain in a specific area. In practice, manufastucompanies are often faced
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with the alternative between serving a particutritory or not serving it when
they choose their dealers (Bucklin et al. 2008).

The relationship that is established in these cheeseen the manufacturer and
the local distributors (by the same is true forg@ysystems, for example) is a two-
way relationship, with respect to the opportunitiegt are generated. On one hand,
we have the manufacturing company that managealltorsto stock up, often with
a monopoly, in a particular region — and therefaczesses specific market
potential thanks to another operator’s activiti€n the other, the co-maker
company takes advantage of its partner's networperise and competitive
capabilities to exploit the potential he enjoysairspecific local market (Arnold,
Quelch 1998). In this sense, numerous outsourdiranees, driven by the need to
cut costs in countries where manpower is less estperand the tax burden is less
oppressive, are gradually transformed into moreptexry ramified networks, based
less on mere cost reduction and increasingly migtilay more competitive stimuli
(for example, in the case of the selection of goBapor a distributor, to make him
unavailable to the competition). They even develagbationships that are
contractually more complex: “outsourcing could legltto a licensing arrangement
with the foreign contractee” but in any case, “outging can involve much more
than the outsourcing act itself” (Benito et al. 2D1

o Ikea, the global furniture manufacturing and rétgiant develops
its business thanks to numerous networks and oelstips that regard
the system of the manufacturing companies and thafseetail
distributors under franchising agreements (Hultnedral. 2012).

Where its suppliers are concerned, lkea maintairsgeted
relationships that focus on the development of f@ngn collaboration
to obtain from them investments dedicated to ceduction and an
increase in overall margins, to be shared betwdea land its suppliers
(Nohria, Eccles 1992; Elg et al. 2012).

Where the distributors are concerned, “lkea frarsgdds implement
the Ikea Concept by marketing and selling the xeduct range and
have the responsibility to run, manage and devébeplkea operations
locally. With the exception of the lkea Delft stoedl lkea stores
operate under franchise agreements with Inter I8gatems B.V. Inter
Ikea Systems B.V. is constantly evaluating new toesnand is
following a long-term strategic expansion plan, ehisets out
priorities of future growth, where to put focus amden. Entry to a new
country is made after thorough market studies arahdhisees are
carefully evaluated prior to selection”.

7. Conclusion and Emerging I ssues

Selecting partner with whom to establish long-teetationships, and to forge the
stable links of a network, is a significant issumtt must be tackled in full
knowledge of the facts, and considering both “tedlated” and “partner-related”
elements to justify investments that have an impadboth the economic-financial
dimension and the competitive dimension. Last haitleast, they will impact on
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aspects related to intangible corporate resourcespdrate culture, computer
system and corporate identity) (Corniani 2010).

o When selecting franchisees, Inter Ikea Systems Bivong other
things, evaluates the following:

- Experience

- Local market knowledge and presence which has maodstrate
ability to establish and operate Ikea stores nagibn

- Corporate culture and values

- Financial strength and ability to carry through thevestment
penetrating a country in full and in a large-scaletail
environment”.

Selecting partners that may become co-makers arthndme already identified as
such, is in fact only a part of the process thatl$eto the establishment of the
relationship which, as such, is a dynamic proc€ks.variables guiding the partner
selection process are linked both to the contingisthands of the companies
involved, in relation to the competitive systemihich they operate and the related
network of relationships, and to a perspectiveovisof the potential that the
relationship will generate over the years. Howawarkets, companies and, more
generally, competition systems do not always evaivhe expected direction, and
therefore networks between companies will not abvegntinue to be useful, sound
and opportune. In fact, there are distinct stagesnein relations between
companies: training, implementation and evolutibhe variables used during the
partner selection stage tend to define the rulesthef relationship, but the
relationship is first and foremost a social prodesshich strictly economic factors
do not always dominate, as we can see from a ladigél analysis conducted on
alliances between companies (Varis, Conn 2002).

The dynamic dimension of relations between comgatherefore becomes the
central aspect of the development and managemdnisiiess networks. In fact, it
is advisable to observe that during their individlii@ cycles, companies need
different resources and opportunities and, eventfis reason, they demand
different outcomes from the network they createveftments targeted to
relationships are therefore questioned and the afskpportunistic behaviour is
very high, both for small partners who have evenghto lose, and for large
partners who have a great deal to lose: “this ioaibn is important as an
increasing number of alliances involve links betwsenaller entrepreneurial firms
and larger established firms” (Overby 2005).

The dynamism of relationships between companiegfitie highlights the limits
of the so-called “network picture”, in other woralsepresentation of the network of
its own potential or actual partners, which is asbject to variability in time. This
shifts attention in the development of corporatatiens to two key elements:

- the availability of a suitable system that cannage significant information
about potential and actual partners, and is alde &b monitor their evolution,
gasping the significant signals in plenty of time;

- investment in dedicated figures to manage thevers who, rather than
focusing only on finding ways of cutting costs, mhe capable of identifying the
potential of the relationship to generate effectags and efficiency in the medium
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and long term, from a more entrepreneurial perspecand they must be able to
analyse and assess the correct state of the nemaitke in time (Holmen et al.
2013).
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