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Abstract
Networking has shown to benefit SMEs in terms of increasing resource acquisition and
knowledge transfer, two vital components in SME growth and survival. However, previous
research has indicated that SME network management is largely determined by the strategic
orientation of the firm, which in turn, is influenced by the owner/manager. Third party
involvement has moreover been suggested to positively influence networking participation by
facilitating the overall networking process for SMEs. In the present study, the moderating
effect of non-profit, municipal third party involvement, on the relationship between firm
growth orientation and network intensity and range, is thus examined.
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Introduction
Having been referred to as a phenomenon that is “reshaping the global business architecture”
(Parkhe et al., 2006, p. 560), networking has been recognized as a fundamental component for
small to medium sized enterprise (SME) survival and growth, which enables owner/managers
to obtain both vital resource allocation and information sharing (Jack, 2010; Havnes &
Senneseth, 2001; Gronum et al., 2012; Ge et al., 2009).
Network theory constitutes a mature subject as the importance of networking, defined as links
between interacting firms (Hoang & Antoncic, 2003; Nelson, as cited in Jack, 2010), has been
researched over several decades (Gronum et al., 2012; Havnes & Senneseth, 2001). However,
although several aspects of networking relationships have been extensively scrutinized, the role
of third party involvement has received little attention (Kirkels & Duysters, 2010). The need to
create a better understanding of the role and contribution of third parties has however been
emphasized as several researchers believe that third parties generally facilitate SME
networking (Pittaway et al., 2004; Kirkels & Duysters, 2010; Reagans & McEvily, 2003;
Chrisman & MacMullan, 2004; Bisk, 2002; Austin, 2000). Indicating that it could potentially
have a positive influence on SME networking behavior, third party involvement has previously
shown to increase levels of trust (Chrisman & MacMullan, 2004) and levels of activity and
cooperation within SME networks (Reagans & McEvily, 2003). In order to avoid potential
occurrences of conflicts of interest between third parties and main network participants, the
importance of neutrality and disinterest in financial gain in third parties has however been
stressed (Obstfeld, 2005; Pittaway et al., 2004; Kirkels & Duysters, 2010). The furthermost
effective third parties have thus been suggested to consist of neutral, non-profit actors (Pittaway
et al., 2004).
The importance of networking has been extensively researched and proven, and the field has
consequently begun to shift from determining whether networking is important, to focusing on
which networking drivers that enable the utmost successful participation. According to Zhao &
Aram, (1995), networking ultimately consists of two dimensions: network intensity, i.e. the
extent to which SMEs participate in networking activities and network range, i.e. the span of
contacts within the network. Increasing the two dimensions has previously been shown to
positively influence vital factors such as successful firm survival and firm growth (Ge et al.,
2009; Watson, 2007; Zhao & Aram, 1995). Although it has been stated that the majority of
SMEs do not continually grow (Havnes & Senneseth, 2001), it has been suggested that SMEs
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with higher levels of owner/manager intent to grow, more often achieve firm growth (Watson,
2007; Havnes & Senneseth, 2001).
Small to medium sized enterprises will be the main focus of the current study, as they have
been suggested to play a vital role in driving the Swedish economy (Sandberg, 2003). The
current study is moreover carried out in a Swedish municipality where 90 percent of firms are
categorized as SMEs and micro firms. In the present study, the relationships between
owner/manager strategic intent to grow, conceptualized as growth orientation, and SME
network intensity and range will be examined, whilst providing important insight into the
effects of inter-sectorial third party involvement. As SMEs with intentions to grow more often
succeed in expanding their firm, and high growth firms have been known to participate in
higher levels of networking, the current study suggests that firm growth orientation influences
network intensity and network range. Moreover, because third party involvement has been
suggested to facilitate networking activity, involvement with a third party is believed to act as a
moderator which strengthens the relationship between firm growth orientation and network
intensity and network range. With a municipal organization representing the third party of
reference in the present study, the third party examined here fulfills requirements of both
neutrality and non-profit intentions. One of the municipal organization’s overall goals is to
initiate contact between local firms, i.e. increase firms’ networking. However, the municipal
organization does not intend to remain an active part of the network long-term. Therefore, the
municipal organization will not be treated as an active part of the network, nor will it be treated
as a main actor within the network.
The research question for the present study is thus:


How does firm growth orientation influence SME network range and intensity when
moderated by third-party involvement?
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Literature review
The literature review consists of a short introduction of the field of network theory, followed by
discussions about the relationship between firm growth orientation and network intensity and
network range. Moreover, the added element of third party involvement will be described as a
moderator on the suggested relationship.

Network theory
Research on the topic of networking is known to provide valuable information on resource
mobilization between environments, giving it both practical and theoretical importance (Jack,
2010). Networking allows firms to influence what resources and, thus, what strategic options
that are available to them (Coviello & Munro, 1995). Because expanding an enterprise with
only internal resources is extremely difficult (Lechner & Dowling, 2003; Ritter & Gemunden,
2004; Kirkels & Duysters, 2010) small to medium sized enterprises (SMEs) are increasingly
encouraged to develop external networks (Street & Cameron, 2007; Ritter & Gemunden, 2004;
Havnes & Senneseth, 2001; Kirkels & Duysters, 2010).
It has been empirically proven that belonging to external networks will benefit SMEs long
term, because networks enable firms to access resources that are important for their overall
growth, performance and survival (Ge et al, 2009; Street & Cameron, 2007 Ritter &
Gemunden, 2004; Havnes & Senneseth, 2001; Kirkels & Duysters, 2010; Hanna & Walsh,
2002). However, because strong evidence of the importance of networking for SMEs already
exists, the focus of network theory has recently shifted to investigating which network
characteristics that pose as most positively influential for active networking. The field of
network research is vast and complex, and complications in creating conceptual considerations
are admittedly present in the field (Jack, 2010). However, two dimensions have been claimed to
ultimately make up the network construct (Zhao & Aram, 1995; Ge et al., 2009), namely
intensity i.e., the frequency at which firms network, as well as the range, or diversity of
contacts, of the network.

Owner/manager strategic intent and firm growth orientation
The strategic choices of SMEs are greatly influenced by its owners and managers (Bell et al.,
2004; Havnes & Senneseth, 2001) who interpret the ever-altering external environment and
implement actions accordingly (Håkansson & Snehota, 2006; Singh et al., 2008). Firm strategy
has moreover been proven to have a direct and strong effect on firms’ network management
(Ritter & Gemunden, 2004). However, whether firms are interested in being involved in
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networks at all is said to depend on how they believe that their involvement will benefit them
long-term (Havnes & Senneseth, 2001). Researchers have thus suggested that an owner who is
looking to grow rapidly is likely to be more interested in participating in networking activity
(Watson, 2007; Zhao & Aram, 1995).
Firm growth is a construct that has previously been claimed to convey an aspect of firm
performance and effectiveness (Zhao & Aram, 1995; Watson, 2007; Havnes & Senneseth,
2001), as it by definition incorporates the functionality of a firm’s internal and external
processes simultaneously. However, it has previously been established that the majority of
SMEs do not continually grow and if they are growing, growth rates are small (Chell & Baines,
2000; Havnes & Senneseth, 2001). According to Havnes & Senneseth (2001), the growth rate
of SMEs is highly dependent on the intentions of the owner. SMEs with the intent to grow and
expand tend to participate more in networking activity, which in turn leads them to
substantially more rapid growth. This is supported by Wiklund and Shepard (2003) who note
that the stronger the intent for an action is, the more likely that action is to become reality. In
order to truly expand on the effect of owner/manager intent, the present study will therefore not
be focusing on firm performance or achieved growth per se. Instead, as owner/manager
strategic intent has been proven to strongly affect the strategic intent of the overall firm,
owner/manager intent will here be conceptualized as firm growth orientation. This provides a
more accurate representation of the owner’s intent to grow and expand the firm rapidly or
slowly, rather than a measure of whether the firm has yet grown or expanded. Firms with high
levels of growth orientation have moreover been proven to be more successful in achieving
actual firm growth than those with low levels of firm growth orientation (Bradley et al., 2011;
Wiklund & Shepard, 2003). In defining the two extremities of growth orientation, Brown et al.
(2001) state that high growth oriented firms are risk tolerant and hold rapid growth as their top
priority, while low growth oriented firms are risk averse and prioritize slow and steady growth.
In examining the correlations between firm growth and network intensity, Zhao and Aram
(1995) concluded that managers of high growth firms repeatedly put substantially more
emphasis on networking activity than managers of low growth firms did.

Network intensity
Together with the networking dimension signifying network range, network intensity has been
referred to as one of the ultimate dimensions of networking (Zhao & Aram, 1995; Ge et al.,
2009). Although the topic of network intensity has been researched in the past, it appears to
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have gained new force during recent years. The phrase ‘network intensity’ was first coined by
Johns and Demarche in 1951 when the authors examined the strength of relational linkages
between networking organizations (Zhao & Aram, 1995). Since then, researchers have referred
to network intensity as “the extent of the interacting organizations’ resources committed to the
relationship, in terms of the frequency of contact and amount of resource exchanged” (Ge et
al., 2009; and Marrett 1971; Rogers 1974; Aldrich 1975; Shulman 1976; Van de Ven and Ferry
1980, as referenced in Zhao & Aram, 1995). Previous empirical studies provide evidence that
firms’ networking intensity is strongly correlated to its networking success through market
extension (Havnes & Senneseth, 2001), resource acquisition (Ge et al, 2009), innovation (Love
and Roper, 1999; Hanna & Walsh, 2002), knowledge procurement (Cohen and Levinthal,
1990), firm survival (Watson, 2007) and high growth, regardless of the firms’ development
stages (Zhao & Aram, 1995; Havnes & Senneseth, 2001). Havnes and Senneseth (2001)
moreover discovered that when firms that initially had low network intensity were placed in a
high intensity group, they instantly showed a higher degree of firm growth. Ge et al.’s (2009)
empirical study showed that the higher network intensity present in the firm, the better firm
outcomes of their networking activities are. The authors reason that higher network intensity
leads to closer and better relationships, which correlates with better resource allocation. These
findings are in line with those of Zhao and Aram (1995) who state that large amounts of
resources within the network leads to more frequent interaction among firms, i.e. high network
intensity.
While networking activity has been proven to be beneficial for SMEs generally, the intensity
with which firms network has been suggested to play an especially determining role for its
positive outcomes. Because higher levels of network intensity have been proven more prevalent
in high growth firms than in low growth firms, and because firm growth orientation has been
suggested to influence firm growth, the following hypothesis is offered:


H1: SME firm growth orientation positively influences SME network intensity.

Network range
As opposed to network intensity (depth), network range (breadth) has been referred to as the
degree of diversity contained within the network (Zhao & Aram, 1995; Ge et al., 2009).
Network range has been empirically proven to be positively correlated with firm growth and
survival (Zhao & Aram, 1995; Ge et al., 2009; Watson, 2007). This is believed to have its
explanation in that although a broad range of external relationships require more effort from
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network participants, it also allows for greater access to diverse resources which consequently
enables more opportunity (Zhao & Aram, 2009; Patel & Terjesen, 2011). Patel and Terjesen
(2011) suggest that while the size of the network may play a part, having a diverse network is
more critical to efficient resource acquisition. This idea is further supported by the findings of
Ge et al., (2009) which showed that network range was positively correlated with firms’
resource acquisition capability, as well as by Reagan and McEvily (2003), who concluded that
a wide network range enables increased knowledge transfer. Reagans and McEvily (2003)
moreover argue that a broad range of network ties will increase abilities to communicate ideas
of complex nature to heterogeneous groups. Watson (2007) states that whether a broad range of
external network contacts will be more profitable for SMEs than a narrow set of contacts is
heavily dependent on the objectives of the owner/manager. While an owner/manager who is at
the start-up stage of the development process may receive greater benefit from a narrower but
more intense network, the owner/manager who is looking to expand the firm rapidly would
require a broader network. Though ties between participants are likely to generally be weaker
in networks with a wider span of contacts, it would enable more efficient information transfer
(Watson, 2007).
Hence, much like network intensity, network range has been suggested to have a beneficial
effect on firm growth in that it increases resource acquisition and knowledge transfer.
However, unlike network intensity, network range does not claim to provide these benefits
because of increased contact between actors, but rather because of group heterogeneity which
extend the opportunities of collecting diverse resources. Because resource acquisition has been
determined vital for SME growth, it can be suggested that SME owner/managers with the intent
to grow and expand their firm will be likely to choose to maintain a wider network range. As
such, the following hypothesis is offered:


H2: SME firm growth orientation positively influences SME network range.

Third party involvement
During the last three decades, extensive amounts of networking research have been carried out,
examining all angles of the relationship between two actors. However, there is another party
which, in spite of its proven positive effects on the process of networking, rarely gets the
attention it deserves, namely the network’s third parties (Obstfeld, 2005; Kirkels & Duysters,
2010). Independent of the type of assistance that the third party provides, as well as to what
extent the third party is involved in the network and the amount of contact it has with main
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network actors, third parties are referred to with different terms. Although many refer to them
simply as third parties (Stuart et al., 1999; Milward & Provan, 2003; Reagans & McEvily,
2003; Pittaway, 2004; Hodge, 2004), others label them as enablers (Hanna & Walsh, 2002;
Kim, 2013; Austin, 2000), mentors (Bisk, 2002), network brokers (Obstfeld, 2005; Kirkels &
Duysters, 2010) or publicly funded bodies (Pittaway, 2004). Chrisman and McMullan (2004)
research the importance of third party assistance strictly as a source of knowledge on venture
survival, and in doing so simply refer to the third party as the outsider, while Burt and Knez
(1995) further extend the term third party in categorizing third party connections into mutual-,
distant- and exclusive third parties in researching third party effects on trust within networks.
The majority of those who have examined the effects of third party networking moreover focus
on third parties as intermediaries (Pittaway et al, 2004; Kirkels & Duysters, 2010), while some
treat them as moderating factors which influence the networking process positively by
increasing knowledge transfer, firm willingness for cooperation (Reagans & McEvily, 2003)
and instilling trust within the network (Chrisman & MacMullan, 2004; Burt & Knez 1995).
However, third parties have also been known to act in their own self-interest (Kirkels &
Duysters, 2010; Obstfeld, 2005) by manipulating the two collaborating network actors to their
own benefit (Obstfeld, 2005). Pittaway et al. (2004) thus note that ideal third parties work as
neutral knowledge brokers which often lay the basis for formal networking infrastructure in
SMEs. Kirkels and Duysters (2010) state that by providing knowledge at no search cost to the
firm, non-profit organizations and regional government agencies enable allocation of
competitive competences. Moreover, Kirkels and Duysters (2010) claim that non-profit sector
third parties are more effective than any other sector involvement because of their neutrality
and disinterest in financial gain which discourages the rise of potential conflicts of interest
between main network actors.
The third party presented in the current study is a municipal organization, meaning that both
required criteria for effective third party involvement are satisfied. Except for the general goal
of creating an attractive local business environment, the municipal organization’s primary aim
is moreover to encourage increased networking by facilitating the initiation of contact between
local SMEs and local institutions, through publicly held activities and meetings with business
owners to investigate potential needs. The definition of third party involvement that is most
representative of the role of the municipal organization and which will be applied in the present
study is that of Pittaway et al., (2004), as a neutral knowledge broker.
In previous research of the role of third party network brokers it has been discovered that third
party involvement decreases networking uncertainty while enhancing the favorable outcomes
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of networking for all actors, by connecting firms that are heterogeneous (Kirkels & Duysters,
2010). It has also been noted that the presence of influential third parties decreases the risk of
firms restraining from actively participating in networking because of the risks associated with
competitiveness that come with the extensive information and knowledge sharing that is
required for successful network participation (Reagans & McEvily, 2003; Burt & Knez, 1995).
Burt and Knez (1995) suggest that the mere presence of a passive third party, alone, will
increase willingness for cooperation. The authors suggest that this is because the knowledge of
the presence of an observing bystander will motivate active prevention of being known as noncooperative to other network actors.
High growth SMEs have been known to have greater network intensity and network range than
low growth firms. Moreover, the presence of third parties has been known to facilitate
networking by increasing levels of trust, knowledge transfer and willingness for cooperation
between network actors. This, together with the particular aim of the municipal third party in
the current study consisting of actions to actively increase firm networking, the current study
suggests that third party involvement will have a moderating effect on the connection between
firm growth orientation and network intensity and range. As such, the following third and
fourth hypotheses are offered:


H3: High levels of third party involvement strengthens the relationship between growth
orientation and network intensity.



H4: High levels of third party involvement strengthens the relationship between growth
orientation and network range.

Theoretical model
The theoretical model presents the connection between firm growth orientation influencing
network intensity and range. Involvement with the Municipal organization is presented as the
moderating factor which strengthens this connection.
H1

Network Intensity

Firm Growth Orientation
H2
H3

Network Range

H4

Inter-sectorial ThirdParty Involvement
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Empirical methodology
Overview and procedure
The present study was carried out with local firms in the municipality of Kristianstad, Sweden.
With over 7000 firms, of which 90 percent consist of micro firms and SMEs, the municipality
is referred to as the Northeastern trade center of its province, Skåne (Kristianstad kommun,
2013).
In order to reach local business owners who had been in contact with the municipal
organization of Kristianstad during the previous year, the initial sample consisted of subscribers
to the municipal organization’s newsletter. The complete list of subscribers consisted of 1964
registered emails and was obtained from the municipal organization. A screening process took
place where email addresses belonging to governmental organizations, municipal servants and
financial institutions were removed, resulting in an initial sample of 1680 email addresses. In
order to effectively gather multiple responses, a questionnaire was utilized to gather data. The
questionnaire remained open for six consecutive days, with one reminder dispatched to those
who had not yet responded three days after the initial cover letter and link to the survey had
been emailed.
Respondents were encouraged to partake in the survey with the requirement that they filled two
criteria: Each respondent must be the owner or manager of a firm in the local area, and their
firm must have been in contact with the municipal organization at least once during the
previous year. A 7-point Likert scale was utilized to provide continuous measures to each
variable and to avoid misinterpretation of the statements made in the questionnaire, all items
were presented in Swedish.

Participants
From the initial sample, 15 respondents opted out and 10 email addresses bounced. A total of
174 responses were received during the six days that the survey was open, providing a response
rate of about 10 percent. Out of the 174 survey responses, five were found unqualified due to
ineligible business categories. The final sample thus consisted of 169 respondents, out of
which 125 (74%) were male, and 44 (26%) were female. All but five respondents reported their
age, which ranged from 27 to 71, with an average respondent age of 52.97. The majority of
respondents had post-secondary education (57.4%), while the overall business experience
ranged from <1 to 54 years, providing an average business experience of 22.54 years. Firm size
was measured by number of full-time employees in the previous pay period and ranged from 0
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to 220, resulting in an average firm size of 14 employees. In 2005, the European Commission,
separated micro firms (<9 employees) from SMEs (<250 employees) for the purpose of
standardizing firm size classification (European Commission, 2003). However, with the
support of previous research stating that the networking and growth conduct of micro firms
rarely differs from that of small firms (Uhlaner et al., 2013; Chell & Baines, 2000), and the ttests conducted in the current study which confirmed equal variances assumed in all dependent
and independent variables, micro firms were included in the final sample. The distribution of
firm size in the final sample was 125 micro-, 33 small-, and 12 medium-sized firms. The
majority of business owners and managers who partook in the survey reported belonging to the
service industry (34.9%), however firms representing all of the listed industry classifications
occurred: finance (2.4%), detail (6.5%), consulting (10.1%), construction (4.1%), distribution
(5.3%), transportation (3.6%) and agriculture (7.7%) entered, as well as ‘other’ (10.7%).

Variables assessed
The variables were operationalized as follows.
Control variables


The control variables utilized were gender, age, level of education, industry, experience
of running a business and firm size (number of employees).

Dependent variables


Network intensity was conceptualized as the frequency with which firms were in contact
with external business parties. Three statements used for measuring frequency of
contact were adopted from Xu et al. (2008), although each statement was slightly
revised to fit the current study. The statements measured each firm’s networking
frequency which, when computed into a single scale, provided a reliability score of
α=0.767.



Network range is a measure of firms’ external relationships that extend over several
knowledge- and resource consortiums (Reagans and McEvily, 2003). In order to
increase participation and simplify respondents’ reporting of their firm’s network range,
one continuous variable, where respondents were asked to specify their firm’s network
range, was utilized to measure the construct.

Independent variable


Growth orientation represented the owner/manager’s strategic intent of expanding the
firm. The statements used for firm growth orientation had been created in accordance
with Miles and Snow’s Typology of Strategy (1978) and were adopted from Gundry &
Welsh (2001). The statements had previously been referred to as the “Implementable
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attributes of planned growth” (Gundry & Welsh, 2001; Pistrui, 1999). The statements
measured the owner/manager’s intent for firm growth orientation through 15
statements. However, instead of one single construct, factor analysis divided growth
orientation into four different dimensions: market expansion, technological change,
search for financing, and organizational development. The reliability of the scales were
determined as follows: Market expansion α=0.829, technological change α=0.794,
search for financing α=0.803 and organizational development α=0.796.
Moderating variable


Third party involvement represented the moderating variable and was operationalized
through three statements which measured the respondents’ interaction with the local
municipal organization. The reliability of the scale used for measuring involvement was
calculated to a strong α=0.866. A moderating hierarchical multiple regression analysis
was conducted to test whether third party involvement was in fact a moderator. The
analysis was performed by first centering the variables, in order to then be able to
calculate the interaction effects by multiplying the factors scores for the growth
variables with the involvement variable. The analysis was performed with involvement
as a continuous variable as well as in the form of indicator variables. Moreover, in
exploring the data further, third party involvement was divided into high levels of
involvement as well as low levels of involvement and two separate multiple linear
regression analysis were conducted. The divide was accomplished through computing
the three statements into one, and calculating the final sample’s average score of third
party involvement (7.56). The group that had higher levels than average (>7.56)
represented the high involvement group, while those who had reported less than average
(<7.56) represented the low involvement group.

Results and analysis
Growth orientation
Principal Component factor analysis through varimax rotation of the 15 statements, detected a
four-factor solution with an eigenvalue above 1.0 in the single construct of growth orientation.
The four factors accounted for 68.0 percent of total variance explained and consisted of market
expansion (39.6%), technological change (11.5%), search for financing (9.7%) and
organizational development (7.2%). The factor analysis provided a Kaiser-Meyer-Olkin value
15

of 0.834 and a statistically significant Bartlett’s test (p=.000), confirming that factor analysis
offered an appropriate data reduction technique.
----------------------------------Insert Table 1 about here
-----------------------------------

Pearson’s correlation
Network intensity correlated with third party involvement (0.452**), which indicated that the
firms’ level of involvement with the municipal organization was potentially representative of
their frequency of contact with their other external contacts. Similar correlation was true for the
relationship between network range and third party involvement (0.206**), indicating that the
level of involvement with the municipal organization could be representative of the firm’s
overall network range. Correlation was also found between network intensity and network
range (0.267**), indicating that the two constructs could be interrelated.
----------------------------------Insert Table 2 about here
----------------------------------As for growth orientation of the firm, market expansion correlated with both network intensity
(0.278**) and with network range (0.200**), indicating that those who partook in market
expansion possibly put comparable efforts towards their networking activity. Moreover,
correlations were found between technological change and firm size (0.217**), indicating that
larger firms tend to be more oriented towards technological advancement than smaller firms.
Moreover, negative correlation was found between gender and technological change, which
indicated that more males than females in the study reported currently partaking in
technological change.
Interestingly, business experience and network range were also negatively correlated (0.341**), which indicated that those owner/managers with less business experience reported
their firm to have a wider span of external contacts. Other correlations that were found were on
the relationship between business experience and age (0.410**), proving that business
experience generally increased with age, as well as a negative correlation between gender and
network intensity (-0.212**), which indicated that males reported networking more intensely
than the females in the sample did.
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Multiple linear regression analysis
In order to ensure appropriateness of performing multiple linear regression analysis, the model
was tested for multicollinearity by assuring low VIF values. All multicollinearity tests were
found highly satisfactory as the highest VIF values obtained were very low (=1.177),
suggesting that very low multicollinearity was present between independent variables.

----------------------------------Insert Table 3 about here
-----------------------------------

The model proved statistically significant in terms of growth orientation being positively
connected to network intensity. Three of the four growth orientation variables, i.e. market
expansion (0.271**), search for financing (0.181**) and organizational development (0.213**),
all showed positive, statistically significant correlations with network intensity. However, no
connection was found between technological change and network intensity. The variance in
network intensity was explained by the variance in growth orientation to 24.5 percent of the
data sample. Hypothesis 1 was thus partially supported.
As for growth orientation being positively associated with network range, the relationship was
found statistically significant. However, out of the four growth orientation variables, only
market expansion (0.157*) proved significantly influential, indicating no relationship between
network range and technological change, search for financing or organizational development.
The variance in network range was explained by the variance in growth orientation to 16.6
percent. Hypothesis 2 was thus also partially supported.

Moderating hierarchical multiple regression analysis
In order to determine whether third party involvement did in fact have a moderating effect on
the relationship between growth orientation and network intensity and network range, two
moderating hierarchical multiple regression analyses were conducted. Both models proved
statistically insignificant, indicating that third party involvement did in fact not act as a
moderating variable in the present study (see Appendix A and B). Thus, no support was found
for hypothesis 3 and 4.
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In exploring the data, the sample was split into high and low levels of involvement, so that
potential differences between the firms’ level of involvement with the third party could be
detected (see Appendix G). One dissimilar relationship was found in high involvement,
between network intensity and one of the four growth orientation factors, namely technological
change (0.236*). No other dissimilar correlations were found as the remaining results proved
identical to the results of those in which no consideration was taken to third party involvement.
Additional multiple linear regression analysis was performed to explore the data further and
examine whether the role of third party involvement could potentially act as an independent
variable rather than as a moderator. The results of the analysis indicated that third party
involvement could potentially act as an independent variable which directly influenced network
intensity and range (see Appendix D), rather than as a moderator on the relationship between
firm growth orientation and network intensity and range.

Discussion and conclusions
Networking has proven to be beneficial for SMEs, in terms of growth and survival (Ge et al.,
2009; Zhao & Aram, 1995) but some research has suggested that network management is
predominantly influenced by firm strategy, which in turn is influenced by owner/manager
intent (Watson, 2007; Kirkels & Duysters, 2007). By conceptualizing owner/manager strategic
intent to grow, as firm growth orientation, the purpose of the current study was to examine the
relationship between firm growth orientation and network intensity and range. Although adding
an element of third party involvement into the networking process has been suggested to
facilitate the progression of SME networking, little research has investigated this topic and the
need for a better understanding of the role of third party involvement has thus been emphasized
(Kirkels & Duysters, 2010; Pittaway et al., 2004). The third party presented in the current study
consisted of a municipal organization which actively works to increase networking in local
firms. Previous research has emphasized that third party networking increases trust,
collaboration and active participation within the network (Reagans and McEvily, 2003;
Chrisman and MacMullann, 2004; Burt & Knez, 1995). As such, the third party was treated as
a moderator on the relationship between firm growth orientation and network intensity and
range. The current study thus investigated how firm growth orientation influences SME network
range and intensity, when moderated by third-party involvement.
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The empirical findings of the current study showed that growth orientation does have a positive
influence on network intensity and on network range. Network intensity, i.e. frequency of
contact, has been shown to increase the strength of relations, which in turn increases the
opportunity for successful resource acquisition within the network. As SMEs are highly
dependent on external resources to grow, a firm with higher growth orientation is likely to
benefit from higher network intensity. Similar outcomes have been reported by Zhao and Aram
(1995) and Havnes and Senneseth (2001) who found connections between network intensity
and firm growth. Network range has also shown to be associated with high growth firms, as a
heterogeneous network increases the possibility to attain diverse resources. Thus, a firm with
high growth orientation will be prone to find a wider network range advantageous in
accomplishing their expansion goals. Comparable results have been suggested by Zhao &
Aram (1995), Ge et al. (2009) and Watson (2007) who found correlations between high growth
firms and network range.
The connection between firm growth orientation and network intensity was however not
evident for all growth orientation factors. Without consideration of third party involvement,
technological change did not appear to influence network intensity. This could potentially be
explained by the notion that implementation of technological change mainly poses as an
internal process which does not necessarily require as much external contact as the other
growth orientation factors would (market expansion, search for financing and organizational
development). Similar reasoning can be applied in explaining the positive connection found
between growth orientation and network range, where only market expansion proved
influential, i.e. market expansion would require contact with a wider span of external
relationships than any of the other three growth orientation factors would (technological
change, search for financing and organizational development). Thus, while market expansion
requires the highest degree of external contact of all the tested growth factors, and was found to
influence both the relationship with network intensity and range, technological change requires
little external contact and thus does not influence neither intensity nor range. These findings
suggest that growth orientation can influence network intensity and network range, but only in
those growth orientation aspects which require external contact.
An important empirical finding in the current study was that municipal third party involvement
appeared not to act as a moderator on the relationship between firm growth orientation and
network intensity and range. This finding contradicts those of Reagans and McEvily (2003),
Chrisman and MacMullan (2004) and Burt & Knez (1995) who treat third party involvement as
a moderating factor which increases trust, knowledge transfer and willingness to cooperate.
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However, these differences in findings can partly be explained by the differences in the role of
the third parties that are examined in the studies; the third party described in the studies
performed by Reagans and McEvily and Chrisman and MacMullan are more focused towards
the role of a for-profit advisor, than that of the non-profit neutral knowledge broker as is
examined in the current study. Additionally, historically, small firms have indicated a sense of
general doubt towards governmental programs aimed at aiding their existence (Chell & Baines,
2000).
The lack of a moderating effect in the municipal third party can however be further considered.
Smaller firms have been known to be much less active in networks than their larger
counterparts, due to a lack of access to the considerable monetary capital and time that any
extended amount of networking potentially requires (Wincent, 2007; Andreosso et al, 2008), as
well as a disinterest in being at all dependent on others (Chell & Baines, 2000). This indicates
that the results of the current study could be explained by the average firm size of only 14
employees in the data sample. Moreover, although weak ties (characterized by low frequency
and short duration) have been proven to be more efficient than strong ties (consisting of family
and close friends) in terms of firm growth, small firms have been known to shy away from
creating weak ties and instead typically remain in networks of solely strong ties (Chell &
Baines, 2000). Previous research has further stated that networking cannot occur without trust
(Burt and Knez, 1995; Chell and Baines) and according to Burt and Knez (1995), third party
involvement is only prone to have a positive effect on trust within strong relationships. Thus,
the lack of a moderating effect in the municipal third party may be explained by the lack of
interest in forming weak relationships that is typically prevalent in small firms, and of a lack of
trust in the, presumably few, weak relationships that are formed. Furthermore, small firms have
been suggested to value those networks that they have built on their own over time, more than
those that they may have acquired through outside assistance (Chell & Baines, 2000).
In exploring the data, only a minor difference was detected in firms with high levels of
involvement with the municipal organization, namely that of a stronger connection between
technological change and network intensity. This finding can potentially be explained by the
municipal organization connecting SME owner/managers who take the opportunity to exchange
experiences and advice, and in doing so generate new ideas for the own firm which leads to an
increase in intent for technological advancements. This interpretation is supported by
Håkansson and Ford (2002), who state that the nature of technological change implies that it
does not occur in single firms but rather in groups of networking firms. Moreover, further
analysis indicated that third party involvement could potentially act as an independent variable
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rather than a moderator, showing especially strong positive correlation with network intensity
but also proving to be positively connected to network range. This notion finds support in the
findings of Kirkels and Duysters (2010) and Reagans and McEvily (2003) who stated that third
party involvement increases the connection between heterogeneous firms. However, because
the data collected for the current study was not designed to test this theory, additional research
would have to be conducted to further investigate this connection.

Contributions
The concluding remarks for the current study are thus that third party involvement did not
affect the relationship between growth orientation and networking intensity and range.
However, the study has nonetheless contributed both theoretically and practically to the field of
network theory. The theoretical contributions, in part, consist of validation that growth
orientation consists of four dimensions rather than of one construct. Thus, the growth
orientation construct was made up of: market expansion, technological change, search for
financing and organizational development. Another theoretical contribution is that of
examining the relationship between firm growth orientation, i.e. owner/manager intent to
expand and grow the firm, rather than the firm’s actual performance or achieved sales growth
in SMEs. This provided the current study with a more liable indication of the intent of the
SME, as SME growth rates tend to be remote, if at all existent.

Limitations and suggestions for further research
The limitations of the current study included the respondents evaluating and reporting their
own networking behavior, which has been known to cause both over- and underestimation
(Ottesen et al., 2004). The sample was overrepresented by male respondents, and the average
firm size in the final data sample was very low, at only 14 employees. As previously discussed,
smaller firms do not network to the same extent as larger firms do, which is something that
must be taken into account when interpreting the results of the current study. Furthermore, the
sample did not include SMEs that had not been in contact with the municipal organization,
excluding the conclusions that could potentially have been drawn in conducting a comparative
analysis of the differences in networking behavior between those who had had contact with the
municipal organization, and those had not.
If the study was re-designed, the role of strong and weak ties on the relationship between firm
growth orientation and network intensity and range could be examined. This would provide
further insight into SME networking and further extend the conclusions drawn in the current
study. Moreover, the role of the municipal organization requires further investigation, and
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according to the current result, could potentially be treated as an independent variable rather
than a moderator. Additionally, the causality patterns of the current model could preferably be
reversed to further elaborate on the subject of SME networking. In the present study, the
relationship of firm growth orientation is considered and the causality of firm growth
orientation on networking is discussed. However, it is possible that networking influences firm
growth orientation. Furthermore, studies examining whether the current results are unique for
the municipality of Kristianstad are desired. Because the municipal organizations in Sweden
largely manage their local business demographics independently, it would be interesting to note
and investigate probable causes of the differences that occur. It could thus be beneficial to
conduct a similar study in another municipality within the province of Skåne, or within
multiple geographical areas simultaneously.

Ethical considerations
The ethical considerations related to the current study consist of SMEs being a major financial
source of income to the overall societal economy. Because networking has previously been
proven to be positively associated with high growth and survival, it is imperative to examine
the instruments that encourage and improve networking activities in SMEs in order to
encourage growth through resource acquisition. Moreover, as the object of study is a publicly
funded municipal organization, the importance of full disclosure is emphasized, as is the
importance of adherence to public needs such as those of local small and medium sized
enterprises.

Practical implications
The practical implications of the current study, for the municipal organization are 1: Awareness
of a potential connection between growth orientation and SME network intensity and range, 2:
Knowledge of the reluctance in small firms towards creating weak ties, and 3: Educating SME
owner/managers on the importance of networking.
The municipal organization, as well as local firms of Kristianstad, could potentially benefit
from being aware of the connection that has been noted between firm growth orientation and
network intensity and range. Being aware of this connection may encourage the municipal
organization to direct the manner of some of their activities towards increasing knowledge of
firm growth and expansion, as those who partake are likely to have an intent to grow their firm.
Moreover, it is important that the municipal organization are informed of the characteristic
traits of SMEs in their networking behavior. Because weak ties have proven to be more
beneficial in terms of firm growth, it is imperative that SMEs with the intent to grow are
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encouraged to expand their networks so that instead of consisting of solely family and friends
(strong ties), they develop relationships that more efficiently, through diverse resource
acquisition, can aid in expanding their firm. This can most likely be done by educating SME
owner/managers of the importance of networking, both frequently and with a wide span of
external contacts.
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Table 1. Factor analysis of growth orientation
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Table 2: Pearson’s correlation
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Table 3: Multiple Regression Analysis

Appendix A. Moderating hierarchical regression analysis: continuous
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Appendix B. Moderating hierarchical multiple regression analysis: indicator
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Appendix C. Multiple linear regression analysis of high/low levels of involvement

Appendix D. Multiple regression analysis. Involvement as an independent variable

Appendix E. T-tests
T-tests. Growth Micro/SME
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T-Test Intensity Micro/SME

T-Test Range Micro/SME

T-Test Involvement Micro/SME

Appendix F.
Questionnaire

Till dig som äger och/eller driver företag i Kristianstad kommun!
Kristianstad kommuns näringslivsfunktion arbetar ständigt för att göra vårt lokala område mer
attraktivt för dig och ditt företag. I samarbete med Lisa Smedley, Masterstudent på Högskolan
Kristianstad, ämnas nu undersöka huruvida ditt företags kontakt med Kristianstad kommun
hjälper er att skapa nya externa kontakter och därmed utöka företagets nätverk.
Enkäten är avsedd för dig som äger och/eller driver företag i Kristianstad kommun och som
någon gång under det senaste året har varit i kontakt med kommunen. Medverkan är frivillig
men dina svar är viktiga för att få tillförlitliga resultat som underlag för åtgärder som kan
förbättra kvalitén på kommunens insatser. Enkäten tar ca 5 minuter att genomföra. De
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uppgifter du lämnar hanteras konfidentiellt och endast Lisa Smedley hanterar de ifyllda
enkäterna. Resultaten redovisas i form av tabeller och diagram, där ingen enskild persons eller
företags svar kan utläsas.
Vänligen Klicka på den här länken för att öppna enkäten:
https://www.surveymonkey.com/s.aspx?sm=h_2fmcYud6AMMWxkpOljUsOA_3d_3d
Om du har några frågor rörande enkäten eller undersökningen i övrigt, vänligen kontakta
Lisa Smedley, antingen via mail xxxx eller via telefon xxxxxxx
Tack för din medverkan!
Med vänlig hälsning,
Lisa Smedley, Masterstudent på Högskolan Kristianstad och
Anders Elmevik, Näringslivschef på Kristianstad Kommun.
Varken äger eller driver du företag i Kristianstad kommun? Den här enkäten har skickats ut till
samtliga företag som prenumererar på kommunens nyhetsblad ”Näringslivsnytt”. Vänligen
bortse från detta mail om beskrivningen inte passar in på dig. Om du inte vill ha fler epostmeddelanden angående den här enkäten klickar du på länken nedan så tas du automatiskt
bort från vår e-postlista.

1. I am:
Male
Female
2. I was born in the year: ________
3. My highest level of completed education is:
Grade school
High school
Trade school
Bachelor’s degree
Master’s degree
Doctorate degree or higher
4. My position in this firm is:
Owner
Manager
Other
5. How many years’ experience do you have from running a business? ________
6. How many full time employees did your firm have in the previous month-end? ________
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7. This firm belongs to the:
Finance industry
Detail industry
Consulting industry
Construction industry
Distribution industry
Transportation industry
Agriculture industry
Other ______
How well do the following statements fit your firm? (Measured on a 7-point Likert scale)
9. My firm is currently in the process of:
9.1 Introducing a new service or product
9.2 Expanding marketing activities
9.3 Implementing market research
9.4 Expanding scope of operating activities
9.5 Acquiring new equipment
9.6 Computerizing operations
9.7 Replacing existing equipment
9.8 Seeking additional funding
9.9 Seeking professional advice
9.10 Applying for a loan
9.11 Expanding current facilities
9.12 Improving operational planning
9.13 Hiring specialists to improve op. planning
9.14 Training of employees off-site
9.15 Increasing operational efficiency
10. Compared to other companies, my firm has
10.1 More frequent communication with firms in the same industries in the local area
10.2 More frequent communication with firms in other industries in the local area
10.3 More frequent communication with research- and development agencies in the local area
10.4 More frequent communication with the Municipal organization of Kristianstad
11. My firm has numerous various external contacts
12. My firm’s contact with the Municipal organization of Kristianstad
12.1 Strengthens my relationship with firms in the same industry
12.2 Strengthens my relationship with firms in the same industry
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