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Objectives:

· To establish the behavioural/interactional, contextual and structural factors enabling the horizontal network to be a success.

· To determine how horizontal networking can positively impact on innovation capabilities within SMEs located in peripheral regions.

Prior Work: 

Literature suggests that a firm’s innovative capacity is linked to its networking competence and capability (Shaw, 2002; Tether, 2002; Pittaway et al., 2004). Within the Agri-Food industry many previous studies have concluded that by acting collectively SMEs can improve their performance. However, previous studies have focused on southern European countries and there is a lack of studies in peripheral regions such as Northern Ireland.  

Approach:

A qualitative single case study approach was adopted. The case study chosen was a group of five owner managers of food manufacturing companies, within the same sub sector, who were engaged in a horizontal network. Four of the members were based in Northern Ireland. Research methods included participant observation and semi-structured interviews with each of the participating members. 

Results:  

The behavioural/interactional factors enabling the network to be a success included appropriate relationship behaviour, frequent interaction, durability, intense relationships and an equal power structure. The contextual factors included members being in the same sector, artisan producers, having different business strengths and being geographically dispersed. Structural factors included the presence of an initiator, various communication methods, a tight knit network, having external support and members having similar motivations as the initiator. 

The benefits for participating members in terms of innovation capabilities were increased product, process, market and organisational innovation. 

The development of this work focuses on analysis of this and other SME Agri-Food horizontal networking case studies. Findings will result in a model for food industry members to consult in regard to developing and sustaining successful food networks.

The limitations of this research include it is a single case study therefore generalisations cannot be made on the proposed benefits of horizontal networks for Agri-Food SMEs within peripheral locations. 

Implications:  

The research details how SME food companies within a peripheral location can gain commercial advantage from entering into collaborative partnerships. The findings offer guidance for SME food companies, within peripheral regions, who are considering entering into a SME food network.

Value:

The paper highlights how horizontal networking can be a viable option for SMEs, particularly in peripheral regions, to increase their innovation capabilities. It details the behavourial/interactional, contextual and structural factors that have enabled the case study to be a success. 
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Introduction

Networks have recently received a lot of attention from both academics and practitioners (O’Reilly, 2001; Hakanssin and Ford, 2002; Shaw, 2002; Wincent, 2005).

“As the boundaries between organisations have become less clear and organisations have recognised the benefits of collaborating,  even with their competitors,  researchers  have become interested in understanding the dynamics of these relationships and exploring their impact on organisational behaviour, decision taking and competitiveness” (Shaw, 2002, 4667).

Firms wishing to improve their competitiveness, flexibility and capacity to adapt to the market’s needs must be encouraged to form relationships among themselves (Perèz et al., 2005). Focusing on the small firm, previous literature concludes that networks assist small firms in their acquisition of information and advice (Birley, 1985; Carson et al., 1995; Shaw, 1997). Networks can also improve the innovation processes within SMEs and can provide access to finance and other resources (Freeman, 1991; Shaw, 1999). 

The recognition that networking is an important characteristic for today’s firms is emphasised by the Regional Innovation Strategy for Northern Ireland (DETNI, 2004). One of the priority areas for the Regional Innovation Strategy is to build innovation driven clusters and networks to help develop the region’s critical mass of innovative firms thus highlighting how networking is linked to a firm’s innovative capabilities. The role of networking within a firm’s innovation capabilities is highlighted by Tether (2002): 

“Innovation is no longer the province of individual firms, but is a matter of collective action, with firms acting together with suppliers, customers, competitors, consultants and/or universities in co-operative arrangements for innovation” (Tether, 2002, 964).

However, innovation efforts within Northern Ireland are more complex than other areas with the UK. Northern Ireland is termed as a peripheral region
 and attempts to implement a successful innovation strategy are affected by the issue of peripherality (Harris et al., 2005). 

The effect of peripherality on Northern Ireland is highlighted through the fact that the innovative capabilities of firms is lower than other areas within the UK, for example, Northern Ireland has a significantly lower level of product innovation compared to the rest of the UK (Harris et al., 2005).      

Establishing a network culture within this region could help to alleviate some of the problems that currently hinder firms within Northern Ireland in their ability to increase their innovation capabilities. 

The food industry in Northern Ireland accounts for twenty one percent of the manufacturing sector (Food Strategy Group, 2004). This highlights the importance of the sector to the Northern Ireland economy. Within the Northern Ireland Agri-Food industry, the largest ten firms make up forty four percent of the gross turnover (DARD, 2007). This emphasises the large proportion of sales centred on larger food companies in Northern Ireland. The remaining percentage of gross turnover is spread over two hundred and fifty eight smaller firms (DARD, 2007). Although these smaller firms have a higher proportion of value added sales compared to the largest firms, they are faced with many industry challenges (DARD, 2007). 

Today’s food market is increasingly dominated by large food retailers and manufacturing companies and small producers are facing more competition, freer access to international markets, lower export subsidies, increased cost of compliance and downward pressure on the producer (Food Strategy Group, 2004). These challenges have the ability to damage the productivity of the small producer. Therefore smaller producers need to focus on maximising their business potential through looking at ways to become more innovative. One method to achieve this is for firms to engage in a horizontal network structure with other small Agri-Food firms. 

This paper will detail the behavioural/interactional, contextual and structural characteristics that have enabled a group of five small speciality food companies in the north of Ireland (a peripheral location) in the same sub sector to progress to their sixth year of being involved within a horizontal network. The paper will reveal how each member’s innovation capabilities have increased from involvement within the network. 

Types of networks

A network can be defined as:

“a structure where a number of nodes are related to each other by specific threads” (Hakansson and Ford, 2002, 133).  

The European International Marketing and Purchasing project (IMP), transaction economies, social networking and the entrepreneurial approach to networking are all examples of different networking theory that sheds light on the motives and dimensions of any given network. 

The IMP network perspective views an organisational network as a group of individuals who engage in activities for instrumental reasons (Pfeffer and Salanick, 1978). IMP conceives that organisations are compromised of resources, competencies and tacit knowledge and they will interact and collaborate with others to gain access to resources, exploit one another’s competencies and link with third parties to transmit expensive or difficult to code knowledge or information (Shaw, 2003). Therefore companies engage in activities that develop a mutual orientation. The IMP perspective state organisational collaboration occurs within the context of a relationship. This contrasts to transaction economy literature that states companies will engage with customers, suppliers and others within the environment if it proves to be the most cost effective solution to a given problem. The IPM perspective states that buyers and suppliers can often engage in collaborative arrangements that do not offer a cost effective means of acquiring resources (Axelsson and Easton, 1992).  

Building on the relationship theme evident within the IPM literature, the social networking theory focuses on exploring and understanding social action in terms of the relationships shared by social actors. Within business and management research this means considering the structure of the network and the interactions that take place to enable an understanding of how networks can impact on organisational behaviour. Structural dimensions include the anchorage, density, reachability and range. The interactional dimensions include content, intensity, frequency, durability and direction (Shaw, 2003). The content is an important interaction as it refers to the meaning that people attach to relationships and the understanding they have to how they should behave regarding different relationships. However, the identification of content can be difficult due to the ‘multiplexity of relationships’ in which people engage. For example, when looking at the entrepreneurial networks of small firms there is debate over whether an economic network can be distinguished separately from those comprised of information and emotional contents (Szarka, 1990; Curran et al., 1993). Shaw (2002) states that because of the multiplicity of network contents, the behaviour of the organisation cannot be understood unless all the contents of the relationships they share are identified.

In regard to small firm networking the entrepreneurial approach to networking is also important. Research within this area has explored the impact of entrepreneurial networks on an entrepreneur’s ability to create, develop and grow small firms. This area of research is most closely associated with the social networking concept and argues the contact network of a firm contains a variety of resources that can facilitate or constrain the establishment, development and growth of a firm (Shaw, 2002). This perspective differs from the others in that it positions itself at the level of the entrepreneur’s personal contact network, therefore adopting a broader view of networks. Secondly, entrepreneurial network literature identifies the possibilities that the business behaviour of entrepreneurs can be influenced by both the business relationships  they are involved in and the personal and social relationships in which they are embedded. Historically, research in this area focused on the structural dimension of these networks, however, this was criticised as lacking insight into how the entrepreneur’s social network enabled them to create and grow business (Shaw, 2002). Therefore research in this area is now largely focused on the interactional dimensions of entrepreneurial networks. In particular, the contents of entrepreneurial networks and the impact these have on business development and growth have received increased attention. Previous literature has found that networks have had an impact on the process of entrepreneurship and have affected areas such as marketing effectiveness, business development and the entrepreneurs’ innovation process (Shaw, 2002).  

Networking and SMES

Collaboration is particularly relevant for small to medium sized enterprises (SMEs). 

“This is particularly useful in the context of smaller firms where resources are scare” (Tidd et al., 2005, 54). 

“Active collaboration between firms can enable them to achieve outcomes that they could not achieve on their own, while allowing each individual partner enterprise to realise its own strategic goals” (Hyland and Beckett, 2005, 339). 

Thus collaboration offers benefits to companies such as SMEs that have limited resources and capital.
Hill and Stewart (2000) write that external uncertainty (in the form of risk taking and general market uncertainty) for SMEs is caused by a lack of influence over their market environment. Participation in a network structure can decrease this external uncertainty and help SMEs compete successfully in the market environment. Schindehutte and Morris (2001) wrote that organisations, especially SME survive or fail as a function of their adaptability to the marketplace. Organisations that can interpret patterns in the environment and adapt their structure and strategy to suit these changes will survive. 

“In the smaller businesses adaptability often relies on partners within the formal network”

 (Mac Gregor, 2004, 66).

Here Mac Gregor (2004) highlights the importance of inter-firm alliances for an SME organisation. 

Gilmore and Carson (1999) also highlight the importance of networking for an SME stating that networks are the underlying glue in an SME achieving success within their marketing and decision making processes. SMEs tend to have limited specialist expertise and can be said to be generalists rather than specialists. This can be seen as a constraint as the SME owner manager usually has a technical or craft background and is unlikely to be trained in any of the major business disciplines. Therefore networking allows an SME manager to increase their knowledge base and gain more specialist knowledge from collaborating with firms that have a different set of skills and different knowledge base. Networking is a way of “doing business” and its most implicit purpose is that it allows SMEs to do business in a way which is compatible with its resources and expertise (Gilmore and Carson, 1999). 

Furthermore:

“ Networking should be viewed as a competence which can be developed in much the same way that any competence has been learned, refined and developed through time spent doing it” (Gilmore et al., 2001, 11).

Networking within the food industry 

Within the Agri-Food industry there are numerous examples of regions were SMEs are engaged in collective action including France, Italy, Spain and Switzerland (Lamprinopoulou et al., 2006). Previous studies on the food industry reveal that collective action corresponds with greater added value and enhanced socio-economic performance to local areas (Brunori and Rossi, 2000; Mattiacci and Zampi, 2004). 

The most common form of networking for producers within the UK food industry is vertical networking were different levels of the supply chain (all or some) interact with each other, for example, a producer having a close relationship with it’s suppliers, the food retail outlet they supply and the end customer. However, firms can also engage in what is known as horizontal networking. This is when actors in the same sub sector or different sub sectors work together in pursuit of common goals. 

Fearne (1994) defines horizontal alliances within the food industry as businesses operating in the same segment of the market chain whose motives for engaging in horizontal networks include:

(1) increased bargaining strength in firms dealings with major buyers/sellers;

(2) maximised competitive advantage by accelerating the pace and reducing the cost of penetrating new markets, and, 

(3) sharing the costs/technology associated with new product development.    

Horizontal networking is a key characteristic within cluster research. Porter (1990) commented the focus within cluster research is horizontal relations inside a geographically circumscribed area. Power (2002) describes clusters as:

“a system of interrelated actors, interacting and developing within a specific socio institutional environment “ (Power, 2002, 104). 

Cluster analysis points to the survival of SMEs in a globalised world and the interdependencies that exist within the cluster/network encourage innovation, product upgrading and market success (Phyne et al., 2006). 

However, SME involvement in horizontal networking is an area that is weak within the Northern Ireland Agri-Food industry (Food Strategy Group, 2004). Networks that do exist are with suppliers, clients, academic/research institutions and government bodies such as Invest N. I. and DARD. Despite these issues the Regional Innovation Strategy for Northern Ireland Action Plan 2004-2006 highlighted the need for companies to recognise each other as more than competitors and build innovation driven networks and clusters to help increase the overall innovation capability of the region (DETNI, 2004). DETNI’s (2004) view on the importance of horizontal networks supports the academic literature that suggests that a firm’s innovative capacity is linked to its networking competence and capability (Rothwell, 1992; Millison et al., 1996; Tether, 2002; Pittaway et al., 2004). 

Within Northern Ireland organisational mindsets need to be challenged to enable firms to realise the potential benefits of inter-firm horizontal networking and to recognise that horizontal networking is an important element within managing the innovation process in any organisation and in particular SMEs within a peripheral region such as Northern Ireland.

An example of a successful Agri-Food horizontal network within the Republic of Ireland is illustrated by the Fuschia Brand Ltd network (O’Reilly, 2001). This was set up in 1998 and consisted of one hundred tourist enterprises and forty small food enterprises in the West Cork region. Analysis of the network of food producers highlighted that participating small food enterprises benefited from increased access to new markets, increased market knowledge, reduced market uncertainty, improved promotion and quality control and increased access to regulatory information. The food producers were also able gain support from other small companies in the region which enabled members to lobby, bond with each other and gave participating companies access to grant funds. The network played a crucial role in the development and continued success of these small food producers. Establishing horizontal networks for small producers within Northern Ireland could offer similar benefits for small scale producers.

Conditions that facilitate networking within the Agri-Food industry

Drawing from previous literature on collective action on SMEs within the Agri-Food industry Lamprinopoulou et al. (2006) identify six conditions that underpin successful collective action. These include three contextual factors and three behavioural factors. The contextual factors include the type of market, social cohesiveness and institutional support. The behavioural factors include market orientation, co-operative spirit and the presence of an initiator. These factors show some similarities with the structural and interaction factors mentioned within the social network theory, for example, the ‘presence of an initiator’ is similar to the ‘anchorage’ characteristic referred to in the structural dimension of social networking theory. This study will address each of these contextual and behavioural characteristics. 

From viewing the different perspectives on networking, this research paper focuses on horizontal networking viewed from integrating both the social network theory and the entrepreneurial perspective and looks at the interactional and structural characteristics underpinning successful network activity. The study also incorporates Lamprinopoulou et al.’s (2006) behavioural and contextual factors. These factors will be analysed in reference to achieving successful collective action within the food industry.

To date there has been no academic literature/research on horizontal networking within the Agri-Food sector in Northern Ireland. The paper will ascertain the behavioural/interactional, contextual and structural characteristics present within a successful horizontal network of SMEs within one sub sector of the Agri-Food industry in Northern Ireland. This paper will also detail how participation within the horizontal network has improved the innovation capabilities of each member firm.

Methodology

The two research questions addressed within this research are:

1. To establish the behavioural/interactional, contextual and structural factors enabling the horizontal network to be a success.

2. To determine how horizontal networking can positively impact on innovation capabilities of SMEs located within a peripheral region.

A qualitative single case study approach was adopted for this exploratory research paper. Churchill and Lewis (1986) write that within small firm research concepts have not been adequately defined therefore the primary concern of researchers should be theory development rather than theory testing. Theory development can be successfully achieved through qualitative enquiry. 

This research paper involves exploring the behavourial/interactional, contextual and structural factors involved within the network and requires an inductive approach that enables detail to unfold on the case study in question.   

A qualitative research methodology enables the two research objectives to be met and due to the fact that no previous study on horizontal networking has been completed on a food network within Northern Ireland offers an appropriate methodology to develop theory on horizontal networking within this sector of the Northern Ireland economy. This is an important aspect to consider as Shaw (2002) comments the industry sector and geographic location of an organisation in which they compete will affect their management approach and thus their involvement and approach to networking. 

To gain a comprehensive understanding of the network a longitudinal approach was adopted in the form of non-participant observation. The network was studied for six months (December 2006-June 2007). This involved attending all network meetings and having access to the network’s on-line community. 

Shaw (2002) writes that research in the area of entrepreneurship is still developing and gauging the impact a network has on the process of entrepreneurship can only be understood through longitudinal research over time.   

To support the information gained within the longitudinal study, semi-structured interviews were completed in June 2006 with each of the five members of the network. Interviews were completed after six months of the researcher’s involvement the network. Interviews lasted approximately forty minutes and all interviews were recorded and transcribed. 

Semi-structured interviews were chosen as Curran et al. (1993) state face to face interviews using semi structured interview schedules are one of the most effective strategies for the collection of data from owner managers of small enterprises. The semi-structured interviews contained open ended questions such as ‘can you tell me about the network you are involved in?’ as they minimise the imposition of pre-determined responses (Patton, 1987).  

The case study was based on a group of five small speciality food companies who worked within the same sub-sector of the Agri-Food industry. The sector was facing increased challenges such as a declining market. Companies within this sector need to focus on ways to ‘add value’ if they are to survive. Four of the food companies were based in Northern Ireland and one was based in the Republic of Ireland
. The companies had between 14-70 employees. The network was established in 2001.   

Results 

Diagram one illustrates the behavioural/interactional, contextual and structural factors evident within the horizontal network. 

Diagram 1: An overview of the behavioural/interactional, contextual and structural factors present within the horizontal network
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Impact on innovation capabilities

Table 1 illustrates how the members have benefited in terms of innovation capabilities and includes product
, processes
, market
 and organisational
 innovation through working with one another and through the institutional support they received.  

Table 1: Types of innovation demonstrated within network  

	 Type of innovation
	Example within network

	Product
	New and increased product knowledge within sector

	
	Development of artisan product range using traditional processing methods

	Process
	Ingredients - shared information on raw materials and suppliers. 

	
	Increased information on machinery and production methods 

	
	Gained information on recipes – new recipes and how to improve existing ones 

	Market
	Penetration of new niche markets and in particular larger geographical niche markets 

	
	Increased market knowledge on current markets and on potential new markets. 

	
	Industry visits to the Republic of Ireland, UK and the New York  

	Organisational
	Increased energy awareness and implementation of energy saving measures

	
	Attending a design development course

	
	Some collective bulk buying between members

	
	Marketing and brand development of new product range

	
	Increased promotion of individual companies and of the new collaborative company

	
	Entering and winning business competitions  

	
	Increased awareness of how to access support from local government bodies 


Discussion 

Contextual factors

The context in which the network operated is a key characteristic in the success of the network. The members were all producing high quality artisan products. Each company was focused on different products and different geographical target niche markets. Therefore members did not see each other as direct competitors. This is an important aspect within the development of the network as member A strategically chose individual’s to join the network who where in different counties within the north of Ireland. This enabled the members to discuss industry knowledge without fearing that another member was going to negatively impact on their current market share. 

The sub sector of the food industry all the companies were in was facing increased competition from supermarkets and members acknowledged they needed to continue to build a profile of being artisan producers, producers offering ‘added value’ to the consumer. Members products were aimed at niche markets to enable them to differentiate themselves from lower quality more mainstream products. The members used traditional processing methods along with high quality raw ingredients to set their individual company products and their new product range apart from other competitors within the market place. Narver and Slater (1990) write that offering customers superior value is a characteristic often associated with successful collective action.

An important contextual factor in the emergence of this network was member A being involved in a larger UK network of producers within his sector of the food industry. This gave him the foresight to see the benefits associated with engaging in a horizontal network with other small producers in his sector in the north of Ireland.

The high quality products each producer focused on, the niche target market for the new range of products, the sector of the food industry the members operated in and member A’s involvement in a larger UK network were all important contextual aspects contributing to the success of the network. 

Behavioural/interactional dimensions

The network developed through the personal and social relationships each member established with one another. The network was based on the social bonds formed within the group and was not initially related to business interactions between the members. The members met up in an informal context and discussed industry issues. This enabled friendships, trust and confidence to develop between members resulting in members sharing their knowledge and experience. These findings support Collinson and Shaw (2001) who state entrepreneurs involved in networks do not only share information and advice but friendship and trust.   

The social relationships formed in the first two years of the network led to the network developing into a business venture. As the network developed into a formal business network, the content, the meaning which members attached to their relationships and how they behaved with regard to different relationships, of the network changed. This highlighted the ‘multiplexity’ of the relationships within the network. Mitchell (1969) explained that within multiplex relationships the interactions between actors are comprised of a variety of contents. 

Although members were still engaged in a friendship relationship, a formality became present within the group’s relationships. The formality was evident through the deadlines set for the different aspects of the new product range and institutional support representatives were present at monthly meeting. There was an acknowledgement that relationships at monthly meetings had become more economically focused and the structure of previous informal evenings, which had included having a meal and discussing industry issues, had been replaced by formal meetings. Members adapted to the changes in the relationship structure by focusing the meetings on the development of the new product range. Members now phoned each other outside meetings to discuss any problems they were having within their individual businesses or to discuss industry trends. 

These findings highlight how the network operated on both a formal business level and on a ‘friend’s’ level. This finding supports the social network theory that suggests that networks contain a variety of contents that can not be separated from each other and that both relationship types must be explored if the contents of the network are to be understood (Shaw, 2002).      

However, members felt an imbalance in the interactional content within the network since it   developed into a business venture. Members wished to address this imbalance through recreating the informal and social aspects of the network that were present when the network was first set up. In other words, members wanted to increase the ‘friend’ interactions within the network. Members felt they gained much from these informal gatherings and stated a significant factor in why they were attracted to joining the network was the informal and social nature of the network. Members stated there was now a sense of pressure and timing to get things done. To enable the future progression and sustainability of the network members would benefit from setting some time aside for social events were the group could discuss industry related issues within an informal social setting. This would address the content imbalance that currently exists within the network.  

The frequency of interaction within the network was high as members were in regular contact through phone calls, use of the network’s internet community and monthly meetings. 

The network had been in establishment for six years highlighting that overall members were satisfied with activities of the network. This emphasises the high durability of the network. 

The high frequency and durability of the network illustrate how the network relationships can be described as intense. Intense network relationships can impact on an organisation’s behaviour (Shaw, 2002). In regard to this network, this is illustrated by table one that summaries the wide range of innovations each individual company has achieved due to their participation within the network structure.       

The direction of the network, which refers to the individual or organisation from which the relationship is orientated, was focused on member A.  This is highlighted through member A regularly organising meetings and through his decision to hire a graduate to help the network progress forward. The direction of the network also stemmed from member A because he was the initiator of the network and was continually trying to move the network forward. 

Member A was the largest organisation within the network and although larger organisations are often associated as having the power within a network structure especially over much smaller firms within the network all members took joint decisions on important matters, and only when a consensus of opinion was reached could advancement occur on any issue. Therefore the power structure was shared within the network. This highlights the co-operative spirit among the members. Bianchi (2001) stated that co-operative spirit is associated with successful collaboration. 

Structural dimensions

A key aspect of the development of the network was the role member A assumed both within the formation and progression of the network. Member A was what is referred to as the ‘anchorage point’ within the network. This term describes the organisation at the centre of the network. Member A remained the anchorage point’ when the network progressed to a business network.

Previous studies have highlighted the importance of an ‘initiator’ in collective action (Borjolle and Sylvander, 1999; Bhaskaran, 2004; Mattiacci and Zampi, 2004). Burt (2002) wrote that an initiator has the potential to realise opportunities and threats and is able to design strategies to deal with them. From the outset member A was able to identify opportunities such as the need for a network of like minded owner managers to meet and discuss relevant issues to the industry. 

In terms of density, how the interacting organisations are connected to their environments, the case study was an example of a ‘tight-knit’ network. The network can be described as ‘tight knit’ due to the close relationships members have with member A, the anchorage point. Information was spread quickly from the anchor to other members through regular phone calls, monthly meetings and the network’s internet community. 

‘Tight-knit’ networks have been criticised for having less resources available to them than a ‘loose-knit’ network (Shaw, 2003). However, this network does display elements of ‘looseness’ as members have an external support network that includes support from institutions such as Invest N.I and the Centre for Competitiveness. This has enabled members to access professional advice such as design consultants and to participate in industry sector visits to other regions. These reliable sources of information were crucial in the development of the new product range and for each individual company to improve areas within their businesses such as energy saving methods. Lamprinopoulou et al. (2006) state institutional support is an important characteristic of network development for SMEs. 

The ‘reachability’ of other members was good due to members being in regular contact with each other. Yet at times, it was difficult for members to arrange a meeting that suited everyone. Therefore communication was sometimes less frequent than desired and impacted on the progress of the group in terms of the launch date for the new product range.

To address this issue member A hired a graduate to act as an intermediary to communicate and work with each member separately to quicken the development time of the new product range. Therefore, although communication was good within the network, it was an area that needed to be improved on and communication could still be improved by increasing the frequency of meetings.     

The ‘range’ can be described as limited due to each member being in the same industry and within a limited geographical location. However, each member had different strengths, some members were more production focused, others were more retail focused and some served wider markets. This resulted in each member being able to complement each other in terms of industry knowledge and widened the knowledge base of the network. This emphasises that although members were all within the same industry in a small geographical area there was a broad range of knowledge due to the differing strengths of each member. This illustrates a degree of ‘looseness’ within the network. 

The term ‘range’ can also be defined as the social cohesiveness of the network. Social cohesiveness refers to the existence of strong socio-cultural bonds between members within a network (Lamprinopoulou et al., 2006). Previous network studies have revealed that successful collective action occurs when local people know each other (Scott, 1988; Baker, 1995). Within this network, members knew some or all of the other members before entering into the network. Huggins (2000) also comments that communality in network members’ interests and perceptions are contributing factors to the success of collective action. This network was set up to unite members who had similar interests and objectives. Therefore the limited ‘range’ has enabled social cohesion within the network and was a contributory factor in the evolvement and sustainability of the network.   

In summary, this case study represents a ‘co-operation’ networking relationship. Lorenzoni and Ornati (1988) describe a co-operative relationship as a two-sided or multi-sided  partnership were in relation to a specific project partners are broadly equal and balanced, working on the basis of trust stemming from mutual dependence. 

Innovation capabilities

Table one supports many of Fearne’s (1994) reasoning as to why firms engage in horizontal networks such as shared costs of new product development and lowering the cost of penetrating new markets. However, the slow development of the product range contradicts Fearne’s (1994) view that engaging in a horizontal network can achieve accelerated pace to market with new products. Diagram one highlighted how the product range has taken a long time to develop and the results from this case study highlight that engaging in a network structure is a lengthy process as it takes time to develop both relationships and a new product range.

It should also be acknowledged that Fearne’s (1994) explanation of why firms engage in horizontal networking is focused on economic gain. Within this network, economic gain is not the primary focus rather the primary focus is sharing knowledge and experience.                  
The group of members have been able to develop their individual businesses through using the knowledge they gained within the network to improve areas of their business such as implementing energy efficiency measures. Each of the individual companies was able to grow through the formation of the new collaborative limited company. This supports the literature on entrepreneurial networks in small firms that states the personal contact networks of entrepreneurs are ‘opportunity structures’ that can facilitate the development and growth of small firms (Shaw, 2002). This point also supports previous literature stating that the resources a network offers a participating firm can impact on the process of entrepreneurship including marketing effectiveness, business development and innovation processes (O’Reilly, 2001; Shaw, 2002; Shaw, 2003). 

Lechner and Dowling (2003) state that primarily collective action enables access to both tangible and intangible resources held by other actors. Within this horizontal network members were able to increase their resource access intangibly through exchanging information and experiences and tangibly by launching a new product range that individually members would not have had the resources to do. 

Brunini and Rossi (2000) commented that collective action enables members to achieve economies of scale and scope. Within this horizontal network participating members achieved economies of scale and lower transaction costs through collective bulk buying of ingredients. It has yet to been seen if the network will achieve economies of scale with the newly launched product range. The group also gained economies of scope through working together enabling members to access a wider market than they had previously been supplying. 

However, within this network the lower transaction costs and economies of scale are not significant due to the low amount of collective buying undertaken. This is an important point as the transaction economy literature views a firm’s main motive for participation within a network structure as a cost effective solution to gaining competitive advantage. Within this network cost effectiveness is not a main priority as each member has incurred substantial costs in the development of the new product range. Yet, when looking at the product range from an individual company point of view, four out of the five companies would not have been able to afford the associated costs independently. Therefore members have benefited from lower entry to market costs than if they had decided to independently launch a new range of products into the chosen new market segments. Thus lower costs can be attributed as a benefit for the members within the network but should not be viewed as the main motivating factor for individual member’s participation within the network. 

Conclusions 

The case study details how a network of five SME Agri-Food producers geographically located within the north of Ireland has progressed from a social network into a formal business venture were a new limited company was formed and a new product range was launched. 

The findings have been analysed with specific reference to social networking theory and the entrepreneurial approach to networking theory. Lamprinopoulou et al.’s (2006) study on the behavioural and contextual factors associated with successful collective action within the Agri-Food industry was also used as a term of reference within the study.  

The behavioural/interactional, contextual and structural dimensions contributing to the progression and success of a horizontal network within the Agri-Food industry have been outlined. The significant behavioural/interactional factors that have led to the success of the network include members being able to adapt to the appropriate relationship situations they are involved in within the network, members interacting frequently, the network being in operation for 6 years (highlighting the durability of the network), intense relationships and having an equal power structure within the network.

The contextual factors that have enabled the network to be a success include each member producing a similar standard of high quality product, members being geographically dispersed within the north of Ireland and each member having different target customers. 

Also, in terms of contextual factors, the industry the group are based in is also experiencing increased supermarket presence. Members within the network are concerned with setting themselves apart from large scale producers. The new product range aims to distinguish the group of producers from larger producers who supply supermarkets by conveying the message that the members of the network are artisan, high quality producers.  

The structural factors that have contributed to the network’s success include the presence of an initiator/leader, engaging in various communication methods, a tight knit network structure were all members are closely involved with one another, having an external support network and each member having similar motivations to the initiator of the network.  

Factors that could further improve the network’s success have also been discussed such as increasing communication and the informal and social interaction within the network.

In terms of increasing the informal and social interaction within the network it is important to acknowledge this was a fundamental reason why members initially joined the network. The network should try to regain some of the informal and social elements that were present in the initial stages of the network. Members would benefit from the network setting time aside for social meetings were members can discuss industry issues. 
Each member’s innovative capabilities have increased through their participation within the network. Members have increased their product, process, market and organisational innovation through sharing knowledge and experiences with each other and through working with institutions that have provided advice and programmes for the group to participate in. However, there are many opportunities that the network has not yet fully developed such as collective buying as a group that would increase the economies of scale within the network.  

The research concludes that horizontal networking has been a viable and successful method for the participating SMEs, who are situated within a peripheral location, to increase their innovation capabilities. The paper has outlined the factors that have enabled the network to progress to its sixth year of existence.  

Limitations of the research and recommendations for future research


The limitations of this research include that this study is a single case study. This prevents generalisations being made on the benefits of SMEs, within a peripheral region, engaging in horizontal networking. Therefore future research looking at behavioural/interactional, contextual and structural characteristics enabling SMEs, within a peripheral region, to successfully engage in horizontal networking needs to focus on comparative analysis involving a number of Agri-Food networks in different peripheral regions. This would enable a greater insight and increased knowledge within this subject area and would enable a support tool to be developed for Agri-Food SMEs to consult when entering into or developing a horizontal network. 
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� Peripheral regions within the EU have economies and standards of living which are below the EU average (McAdam et al., 2004).  External innovation structures are usually less developed in a peripheral region compared to central regions (Gatrell, 2001).








� All members of the network are geographically located within the north of Ireland.





� Product innovation- good, service, idea.





� Process innovation – technology, infrastructure. 





� Market innovation – exploitation of territorial areas, penetration of market segments.





� Organisation innovation – marketing, purchasing and sales, administration, management, staff policy 


(Avermaete et al., 2003).
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