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Abstract: The social and economic changes of the twenty first century and scientific and
technological progress determine the methods, ways and forms of running a business
activity. Moreover, they enable the establishment of network organizations, which
constitute a new organizational form of enterprises, operating in accordance with new
rules and requiring a different approach to management; they also create the foundation
for the development of the global network economy. The aim of the paper is the assessment
of the scale and nature of networking of small and medium enterprises in Poland. The
results of the empirical studies are the pilot research and they refer to the enterprises
running their business activity in the Silesia Province for more than five years.
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1 Around the enterprise cooperation network -
preliminary questions

1.1 The essence of enterprise network

Enterprise network constitutes a form of organization of economic activities,
which aims at providing benefits in the field of competition, and which is
characterized by complex and reflexive relationships, which are more
cooperational than compensatory, between legally independent companies.
Network relationships are a kind of cooperation serving as a source of long-term
benefits in the area of competition. It should be underlined that the occurring
relationships take place between almost independent business entities, which are
depndent on each other from the economic point of view [20]. The value of the
relationship can be created by: sharing resources, integrating activities or aligning
the position of market operators [11]. As K. Poznanska underlines, network
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relationships may constitute strategic resources which can be used by enterprises
to achieve success. The presented definition of network allows to distinguish the
organizational form of network from othe the forms of cooperation between
enterprises, such as: strategic alliances, partnership agreements, consortia or joint
ventures [8,13].

The theory of network received the support of the resource-based view school and
recently it has become one of the leading theories in management sciences.
W. Czakon underlines that the network approach may have become a leading
paradigm in management sciences [4]. J. Struzyna emphasizes the originality of
the network approach, where an organization is perceived as an open being,
deprived of hierarchy, dynamic and of fuzzy structure [19]. Moreover, the main
feature of network is supposed to be the nature of the relationship between the
participants: durability and non-hierarchical nature [4]; the forms of cooperation
of enterprises not covered by contracts, which can be called network substitutes,
are excluded from business networks. Network substitutes are, above all, all
capital ties which, in a capital group, regulate cooperational relationships between
the companies of the group; they are supported by personal ties and the tools of
corporate governance. Network substitutes are also the ties of the political, mafia
and family nature, influencing the cooperation of enterprises [14].

According to S. Lobejko, network company is the one which effectively uses
information technologies to establish both internal and interorganizational
relationships [9,5]. In network company, as oposed to a traditional one, there is
used process-based thinking and operating. The strategies, technologies and
processes of manufacturing, information and communication and organization and
development of human resources become important in here; problems are solved
on the initiative of employees in the self-regulating iterative process [10 ].

The synthetic approach to the economic and organizational effects of network
organizations has been presented by A.Skowronek —Mielczarek (Table 1).

Economic effects Organizational effects

Costs optimization Time compression

Efects of scale Flexibility of actions

Higher rate of turnover Diversity and complexity of the
offer

Optimization of size and structure of | Innovativeness level
resources

Limiting risk New business models

Figure 1
Effects of network organizations
Source: [16].
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Network of ties amounts not only to specific, real information flows between the
participants of network organization but also a common policy in the field of
selection of the optimal strategy and organization of the business activity faster
and more effectively [12].

1.2 Areas of management of network organization, types of
enterprise networks

The processes of management of network organization constitute very
complicated sets of business decisions; they refer to its individual participants and
the whole organization. The main areas of management of network organization
include: [ 15,17]

— the implemented goals and strategies,

— joint operational activities and business processes,
— joint innovation and R+D,

— sources of competitive advantage,

— areas of coordination and control.

Management of network organization at the strategic level requires from its
participants to jointly decide on and specify goals, time for their achievement and
essential resources. It is necessary to establish the procedures connected with
planning goals, the degree of their recurrence and hierarchy. Specifying the goals
and strategy provides an opportunity for identifying the main sources of achieving
competitive advantage and creating the specific configuration of resources and
capabilities. The process of transforming the strategy into programs and
implementation tasks is widely presented by A. Kaleta [6]. The arrangements in
the field of conducting market research and analyses, or joint research and
development service, are also significant [17].

The activities in the framework of network organization at the operational level
may, above all, include [18]:

running joint purchase of raw materials, products and goods,

— joint distribution channels,

— joint logistics service,

— joint promotion and advertising activities,

— joint accounting and administration service,

— running IT and analytical activities jointly,

— taking joint actions in the field of employee training,

— running the selected investment and maintenance activities jointly.
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The effective implementation of the activities listed above is possible by the
partnership approach of all the entities involved in the functioning of network
organization of a specific type.

Types of enterprise networks are identified from the point of view of two
perspectives: the local (micro-) and supra-local ones (Table 1).

Perspective/ties Dominance of business | Significant share  of
ties social ties
Local/Micro-perspective | A. Building the | D. Local enterprise
enterprise relational | networks
capital

Perspective of network | B. Networks creating | C. Networks for
as value added on a | value added for | building social capital
supra-local scale participants

Table 1
Types of enterprise networks
Source: [3].

The dominance of business ties results in building relational capital and networks
creating value added for network participants. Building local enterprise networks
and networks for building social capital occurs with a significant share of social
ties [1].

The main factors encouraging enterprises to cooperate in the framework of
network organizations include: [15].

— partners have resources and skills which the enterprise lacks,

— similarity in terms of conducted business,

— having experience in estabilishing cooperation,

— faster, more effective and flexible acquiring of resources,

— proximity of partners’ location, common markets of suppliers and clients,
—  possibility to eliminate competition,

— possibility to reduce/spread risk among greater number of partners.

Against the background of the theoretical considerations concerning the essence of
network organization, it was interesting to recognize what bonds of these activities
are implemented in the Polish practice of small and medium enterprises, which are
subjected to the strategical renewal on the way of networking.
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2 Assessment of networking capability of SME
entrepreneurs

The objective of the empirical research was an attempt to assess the scope of
business relationships of SME .The research sample was 134 enterprises from the
SME sector with the headquarters in the area of the Silesia Province. From among
them, there were selected 83 enterprises opearating in the analyzed area for more
than 5 years. The time horizon of the study included the years of 2011-2014. The
research was conducted using the qualitative method of the standardized surveys.
The research tool was the questionnaire. The return rate of the questionnaires
distributed electronically amounted to 87%. It is the sufficient result providing the
representativeness of the sample. On a scale 1-4, where 1 amounts to - no
establishing contacts, 2- a small number of contacts, 3- average number of
contacts,4- establishing contacts with a large number of partners, there was
measured the extent of creating network in the strategy of small and medium
enterprises. The respondents were: the owners, board members and authorized
people.

The conducted research indicates that, the contacts with new clients constituted
the highest percentage. It was declared by about 66% of the respondents; 57% of
the entrepreneurs established the contact with with a big and average number of
suppliers. At that time, 43% of the respondents did not establish the contacts at all
or established very few contacts (Table 2).

Intensity of contacts on a scale 1-4* 1 |2 |3 4
With new clients 17 | 17 22 44
With new suppliers the services of whom | use 33| 10 39 18

With other enterprises, apart from clients and suppliers

we have already been doing something 37129 24 10

With other enterprises with whom we will be doing

something in the future 45 | 21| 27 7

Table 2
Business contacts established by the surveyed enterpreneurs
Souce: Author’s own study based on [3].
*1- not establishing contacts, 2- a small number of contacts, 3- average number of contacts, 4-
establishing contacts with a large number of partners
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The obtained results indicate low willingness of the analyzed enterprises to
expand their network of contacts to others, like clients and suppliers, business
partners with whom the cooperation could be established in the future. In both
cases, more than 60 % of the respondents declared the lack or a small number of
contacts of this type in the future.

The main source of business contacts of the entrepreneurs under consideration
were, most of all, clients; they came in over 80%, by recommendation of the
previous clients (Table 3).

Intensity of contacts* 1 2 3 4

My clients’ contacts, they recommend me 10 9 48 33

The nearest relations, main family members and | 15 31 32 22
acquaintances

Suppliers’ contacts 40 27 18 15
Contacts of other entrepreneurs 54 17 22 7
Organizations of entrepreneurs whose members they | 70 15 8 7
are

Table 3

Source of business contacts of the surveyed enterpreneurs
Source: Author’s own study based on [3].
*1- not establishing contacts, 2- a small number of contacts, 3- average number of contacts, 4-
establishing contacts with a large number of partners

The surveyed entrepreneurs indicated high, amounting to more than 80%,
individual activity; contacts from the outside of the circle of the nearest relations,
or organziations of entrepreneurs were not significant. More than half of the
respondents declared that they would personally arrange meetings with potential
business partners; however, the respondents showed openness to the initiatives of
establishing business contacts undertaken by other entrepreneurs.

A very important aspect of the research was an attempt to assess the benefits from
business relationships. The main advantage was an increase in the number of
clients, improvement in the quality of products and services and reduction in own
costs. The perception of benefits from network contacts is focused on vertical
relationships (clients, suppliers), and much less significantly on the cooperation
with other business partners [Table 4].
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Types of benefits Percentage of indications (%)
An increase in the number of clients 43
Improvement in the quality of products 31
and services
Reduction in own costs 17
Solving technical problems 12
Improvement in  the abilities of 12
employees
Receiving financial support 5
Lack of significant benefits 41
Table 4

The benefits from building network
Source: Author’s own study based on [3].

While specifying their future expectations for the partcipation in networking, the
surveyed entrepreneurs acknowledged an increase in the number of clients as the
key one (70% of indications). They were also interested in reducing their costs
(40%) and further improvement in the quality of their products and services
(37%).

The indication of the barriers to establishing network contacts was also subjected
to assessment [2]. The first position on the list of barriers is occupied by lack of
time (52% of indications); another barrier is long wait for benefits from contacts
(44%) and, subsequently, lack of trust in business partners (41%) (Table 5).

Type of a barrier Percentage of indications (%)
Lack of time 52
Long wait for benefits from contacts 44
Lack of trust in business partners 41
Few opportunities to establish business 39
relationships
Lack of benefits from the exchange of 33
experiences
Too emotional attitude towards own company 9
Table 5

Barriers to establishing business contact by entrepreneurs
Source: Author’s own study based on [5].
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Summing up the empirical research in this field, it should be concluded that the
key partner in the process of development of enterprises and establishing business
contacts is the clients. The role of suppliers is also noticeable but it is significantly
lower. Lower usefulness of suppliers has been particularly noticeable in the area
of establishing new contacts. In building business relationships, the surveyed
entrepreneurs mainly counted on the effects of their own activity; however, they
declared openness to the activities undertaken by others. In the entrepreneurs’
opinion, the main benefits resulting from possessing the network of business
contacts, include an increase in the number of clients and improvement in the
quality of products and services; which corresponds to the previous declaration
that the key source of contacts is the clients. The respondents claim that the basic
barrier to establishing business relationships is lack of time and too few
opportunities for establishing business relationships.

3 Conclusions

The presented research allows for a few conclusions:

v’ establishing the cooperation with other enterprises, creating network
organizations with them, may help them stay on the market and reduce threats
resulting from dynamic changes in the environment,

v’ it is possible to strengthen the market position by increasing the number of
clients, reducing the costs of the activity,

v’ joint actions run by the surveyed enterprises are promotion and advertising
activities, purchase of raw materials and goods and logistics service,

v networking affects the organizational efficiency, current effectiveness of
operation, mainly by reduction in specific costs of the activity.

Generally, it should be concluded that in the Polish conditions, the level of social
capital, including the ralational one, is low. However, there is strong awareness of
the need to maintain long-lasting relationships with clients, suppliers or other
business partners. In the context of the conducted research, further education is
essential to use the opportunity of cooperation in networks and build
competitiveness of enterprises.
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