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Abstract
Purpose:
We draw upon the findings of a research project which investigated networking styles by owner/managers of small businesses. Our specific objective was to analyse the impact of such networking activities on business growth to develop a taxonomy of networking based on size, business model and attitudes of the owner to their use of online and offline networking.
Design/methodology/approach: Our data comes from analysis of an online survey completed by 645 firms based in both the USA and Europe. We compared the networking behaviours of small businesses using face to face vs online modalities, and assessed the differences between business size and home market (US vs UK vs Europe). The data was analysed for significant differences between the responses of different classes of respondent, providing us with a unique taxonomy of networking across a broad geographic area.
Findings: 
Our results identified three distinct categories of networking behaviour in terms of attitude towards scaleability and geographic reach, and we showed that effective online networkers tended to be good face to face networkers also.
Practical implications: We confirmed that effective online networkers can stay small and flexible but still ‘punch above their weight’ in competition with  larger organisations that are often more traditional in their approach and structure. 
Originality/value: 
We have undertaken one of the first analyses of the circumstances in which SMEs make use of  web 2 tools to supplement their more conventional marketing activities, and developed a coherent framework for analysing which companies are likely to make the best use of them.
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Introduction

The Internet provides leverage for small businesses because it has significantly reduced the cost of marketing, and created mechanisms whereby individuals can make use of other people's connections to raise their own business profile in a systematic way through blogging and online networking (Harris, Rae, and Grewal 2008). The growth in understanding of how these connections work has allowed a group of influential early adopter small business owners (whom we have referred to as ‘gifted amateurs’) to 'punch above their weight' and become effective early adopters of Web 2.0 technologies (Harris and Rae 2009a). 
There is now an unprecedented level of choice in terms of the variety of inexpensive offline and online networking tools available. Consequently, we argue that the 'digital divide' between the 'haves' and the 'have nots' (in the developed world at least) is now less about access to the web than it is about understanding how to actively participate in the networked society. People who have the skills, time and confidence to navigate and manage the online chaos to develop their online footprint can grow their businesses by gaining access to new opportunities, finding new audiences for their work, or enriching the lives of others. Those that do not participate in a proactive manner risk being marginalised or left behind (Harris and Rae 2009b). 
Our evidence comes from the findings of a research project which has investigated networking styles by owner/managers of small businesses. The specific objective was to analyse how widespread the online networking activities of the 'gifted amateurs' group was amongst the wider community of business networkers, to develop a taxonomy of networking based on size, business model and attitudes of the owner/ manager to growth and to online and offline networking. Our data comes from analysis of an online survey completed by 645 firms based in both the USA and Europe. 

The paper is structured as follows. We begin by reviewing the process of business growth, the nature of networking and its value to the small business, and the evolving role of technology in the networking process to provide a rationale for our empirical study. We then present our methodology, key findings, preliminary conclusions and next steps.
Issues of Business Growth

There is an excessively long ‘tail’ of very small businesses that only ever employ the owner as shown in the data from the Office of National Statistics summarised in Table 1. 

Table 1 Office of National Statistics Employment Data 2009  - BERR
	Whole economy
	 
	 

	All enterprises
	4,923,320

	Zero or 1 employee 
	3,832,673

	   2-4
	 
	629,860

	   5-9
	 
	240.015

	   10-19
	 
	122,600

	   20-49
	 
	59,155

	   50-99
	 
	19,885

	   100-199
	 
	9165

	   200-249
	 
	1840

	   250-499
	 
	3765

	   500 or more
	4405


Source: Office of National Statistics - BERR (2009)
For the 10% who have grown beyond 4 employees, there are a number of issues that have to be overcome, ranging from interpersonal relationships within the business to the demands of government, customers and other stakeholders. Some specific obstacles to business growth, with crisis points recurring every 3 or 4 years, were identified by Hill, Nancarrow and Wright (2002):

· When the founder cannot sell enough himself

· When more people need to be taken on

· When the organisation needs to change premises, although remote and flexible working can postpone the need for this

· When the product range needs reinventing

· When the business processes and systems need upgrading

Traditional theories of business growth (for example Adizes, 1979; Churchill and Lewis, 1983; Greiner, 1972; Hanks et al 1993) tend to assume that businesses operate on a growth path. In contrast, the results of our first project which examined how small businesses used IT suggested that many grow to the size at which their founders feel comfortable – a combination of their attitude to personal style, wealth and risk (Rae et al 2006). This finding supports the work of Gray (2002) who found that independence was a much greater driver for small businesses than making money.
Our two follow up projects focused on how ‘early adopters’ of IT were able to use the tools of web 2.0 to promote themselves and to collaborate with others. This body of work led us to the conclusion that traditional patterns of IT adoption (in which companies installed a conventional networking solution as an intrinsic part of the increasing formality of their business as it grew) was being challenged by a model which allowed them to run ‘associate’ models. Such businesses can remain small and avoid the conventional route of putting in a server and the burdens of HR regulation. Instead they draw upon collaborative networks using tools like social media and Basecamp in their dealings with larger organisations who frequently demand formality in their suppliers (Barnes et al 2009 and Harris and Rae, 2009a).
We devised a model that referred to the conventional approach as Route A (which requires IT skills and IT intensity within a business to grow hand in hand to a significant degree), and an alternative approach as Route B (which means that the business can stay small and nimble with only a moderate increase in IT skills and no increase in IT intensity). This approach is viable because to take part in the new online world facilitated by Web 2.0 requires only a reasonable computer and a broadband connection. Because all of the development work takes place online in the ‘cloud’, the fee to enter and remain a player in this space is now within the reach of the very small businesses we studied that are run by early adopters proactively networking using Web 2.0 tools. Hence our most recent work which we report on in this paper aimed to analyse the impact of such networking activities on business growth strategies in more detail.
The nature of networking and its value to small businesses 
There is academic consensus on the importance of creating efficient networks for establishing a business and its ongoing success in entrepreneurial ventures (see for example Wilson and Stokes 2004, Hanna and Walsh 2008). Networking allows businesses to gain access to resources that might otherwise not be available to them. It can also aid the development of a firm’s credibility, expand the customer base and supplier contacts, highlight access to resources and available funding, encourage innovation and help develop strategic partnerships (Witt, 2004). Business owners rarely possess all the skills and know-how needed to develop the firm, and finding people with the missing skills, and persuading them to contribute, is a critical aspect of their networking. 

Within entrepreneurial small businesses, marketing tends to be adopted as the guiding organisational philosophy with the organisation orientating its activities around the customer and marketplace (Collinson and Shaw, 2001). Many writers, for example Neergaard et al (2005) have shown that networks contribute to marketing effectiveness in entrepreneurial organisations because:
1)  Networking is the entrepreneur’s innate preference 

2)  Entrepreneurs view the network as the best ‘fit’ for the desired purpose

3)  A network provides the lowest cost option to market a service or product when there are limited resources available

Social networks can gather information, deter competition and even collude in setting prices or policies (Dennis 2000). The ‘social network’ indicates the ways in which people are connected through various social familiarities ranging from casual acquaintance to close familial bonds. Research in a number of academic fields has demonstrated that social networks operate on many levels, from families up to the level of nations, and play a critical role in determining the way problems are solved, organisations are run, and the degree to which individuals succeed in achieving their goals. Studies of networking have demonstrated that the most useful network member in helping a business owner is rarely a close friend - or even a friend at all, but more likely to be the acquaintance of a friend, or the friend of an acquaintance. For example, the NEWTIME study of the impact of broadband on networks of micro firms in the EU (Gray et al, 2003) found that the social dimension of networking was as important as the business dimension for many firms. The authors also noted that some network nodes were central anchors whilst others were more peripheral, and the lines joining them were of varying strengths representing different frequencies of contact. Some of the links were contractual and others were more informal. This is important because while the existence of strong ties between SMEs can imply the firms and the network itself are deeply embedded in local communities, it can also mean they are more resistant to change and new entrants. Weaker ties therefore can imply more openness and flexibility. Variation in the strength of ties implies an imbalance in the power relations between firms. 

The work of Granovetter (1973, 1985), Burt (1992) and Barbaszi (2003) has delivered a clear understanding of how these networks function. Social networks are structured around hubs. Many of these remain quite small but some become very much bigger. The creation of large hubs allows ideas and methods to spread rapidly through the network. It also makes the network robust – the removal of any one hub can be replaced by others – this is the basis of the extreme fault tolerance and resilience of the Internet as we know it. One effective model of network behaviour is numerous small ‘cells’ of locally connected people with a few ‘super-connectors’ who provide the links between them. Misner (2008) noted that there can be a tendency when networking to focus on people who have similar experiences or perspectives, making it difficult to obtain new business connections. Instead, cultivating a more diverse personal network enables people to increase the possibility of including these connectors or ‘linchpins’.  Linchpins are people who in some way cross over between two or more clusters or groups of individuals, allowing them to link groups of people together easily. According to Buchanan (2002), if the number of ‘distant links’ reaches a  figure of 20% then the network effectively functions globally. This is as important in epidemiology as it is in the spread of ideas – or business connections. We will demonstrate later in the paper that our data reflects and corroborates these issues.

Gray (2009) drew upon a national survey of 1,168 small businesses in Britain which clearly showed the more dynamic nature of cluster networks compared with supply-chains and business associations. 85% of the survey respondents belonged to a business network and they all derived significant benefits from their networks. The firms also placed a high value on social contact and cooperative business behaviour, particularly with regard to recruitment and technology advice. It is noticeable how networking events played a significant role in our respondents’ activities – and how these organisations are now moving online with significant presences on LinkedIn, Ecademy or Xing.
For many small businesses, the nature of their personal contact with customers represents their unique selling point, and they stress the importance of personal relationships in developing a customer base. Stokes (2000) confirmed earlier research findings that the number one source of new customers is recommendation from customers, suppliers or other referral groups. Zontanos and Anderson (2004) noted how the businesses they studied capitalised on their expertise and status within the community. Being deeply embedded in the local community was a main factor in their success as the business owner was well known and established with all the local key players. The owner did not abuse such influence, using it not to his own direct advantage, but sharing it within his community. This echoes the anthropological idea of ‘the little big man’ where influence is generated by helping others (an activity we are now seeing replicated to good effect in online networks also).

As noted above, there is a general consensus in networking research that a business owner who has a more open network with diverse connections (i.e. many weak ties and social connections) will have greater opportunities to develop a successful business than an individual with many connections within a single or closed network (highly interconnected networks). A closed network will have virtually no structural holes; where one person links two separate but dense networks. A structural hole is an opportunity for a ‘networking broker’ who will play a significant role by linking different networks together by transferring information or resources and generally facilitating the interests of people not otherwise directly related to one another (Teten and Allen 2005). Cultural networks can often be closed in nature to others outside the ethnic or cultural minority. Teten and Allen believe this can lead to operational advantages over their indigenous counterparts and state membership of a closed network has the following two benefits: improved access to information as there are multiple ways of obtaining the same information; and stronger accountability through the need to ‘keep a clean slate’ which makes it less risky to trust other members. The disadvantages of smaller, tighter networks can be that they are less useful to their members as external contacts and opportunities are hard to access. We will return to these critical themes later in the paper in the context of our primary data.
The developing role of technology in networking

The Internet has significantly expanded the global reach of networking, making geographical location far less important than before. For the more open business market the main players are currently ‘LinkedIn’ and ‘Xing’. Alongside the growth in company or industry-specific communities, more generic online social networking has become hugely popular in recent years. For example, Goad and Mooney (2008) noted that the most popular social networks in the UK were Facebook, Bebo and My Space, with market shares of 38%, 28% and 19% respectively. A more recent study carried out for Experian (2010) now ranks the top 3 as


Facebook
55%



YouTube
10.5%



Twitter

 2%

Bebo and Myspace are trailing with just under 1.2% each.
According to Gray (2009) there has been a marked increase in the use of technology by small businesses over the past 20 years as shown in the table below:
Table 2, SME adoption of ICT in Britain
SME adoption of ICT in Britain (column %)

	
	1985
	1991
	1996
	1999
	2001
	2003
	2005
	2007

	Computer
	36
	68
	81
	81
	88
	92
	92
	96

	Internet
	0
	5
	14
	45
	77
	86
	87
	83

	e-mail
	0
	3
	17
	46
	75
	82
	87
	81

	Website
	0
	0
	6
	26
	49
	58
	63
	63

	e-commerce
	0
	0
	0
	0
	7
	8
	11
	10

	Wireless
	-
	-
	-
	-
	-
	14
	29
	38

	Sample (n)
	1090
	984
	1099
	601
	720
	808
	670
	528


Source: Gray (2009)
Table 2 shows we are now at the point where most companies have the necessary technology to allow them to participate in the world economy both through web 2.0 mediated discussions and via larger organisations’ supply chains. Although small business owners are generally reluctant to use external advice, they do make use of professional advice when it is relevant and clearly outside their areas of competence. There is a strong preference for face to face contact for this sort of information (Rae et al 2006).   Table 3 shows that for more business-related advice and information, small firms overwhelmingly prefer their trading partners (customers, suppliers, partners in joint projects etc). These are cluster type contacts and there is a stronger preference for using the Internet and websites for communication (Gray 2009). 
Table 3 Business information and communication by type of technology

	Source
	Face to face
	Internet
	Telephone
	Email

	professional advisor 
	274
	188
	139
	119

	government service 
	135
	114
	70
	79

	business associations
	90
	92
	153
	86

	trade links 
	233
	190
	123
	121

	All 
	408
	301
	218
	190

	  % (n= 654)
	62
	46
	33
	29


Source: Gray (2009)
Personal contact is still preferred by most small businesses but there is a growing interest in ICT-mediated communication to obtain information. According to Tetan and Alan (2005), people are more likely to be honest in online communications than they are in face to face ones. The reason is that a permanent written record exists of an online conversation which acts both as a prompt and evidence of intent, where as face to face discussions can be more easily forgotten or the intention shelved. We now move on to describe how we built upon this work with our primary research into small business networking strategies. 
Research Method

Our earlier work highlighted the importance of networking amongst ‘Route B’ businesses that were not following a conventional growth pattern, so in this study we set out to investigate the networking process in more detail and establish the balance between on line and offline networking across a broad spectrum of business networkers. The project was conceived as a 3 step process:

1. Qualitative in depth interviews with 5 networking experts to set the parameters

2. Pilot of quantitative questionnaire via Ecademy contacts to validate performance and establish the options for a multi-choice question on issues of advocacy.

3. The main survey posted online to account for at least 30 respondents from each category of networker.

The questionnaire was devised in Survey Monkey. A pilot study of 57 respondents was run in the summer of 2008, recruited mainly from networking contacts via the Ecademy online networking group. The questions relating to the development of trust were asked in an open ended style and then converted into multiple choice answers for the main survey, to assess what were the indicators, processes and issues for developing trust and choosing collaborators and people to advocate. The main survey was completed by 645 firms based in both the USA and Europe. Respondents were sourced primarily from members of two networking organisations - BNI which focuses on weekly face to face meetings, and Ecademy which is a hybrid online/offline business network. We compared the networking behaviours of small companies using face to face vs on line modalities, and assessed the differences between sizes of companies, home market (US vs UK vs Europe) and companies offering services vs those offering products.

We looked at how people choose to network and tried to establish what patterns of behaviour were adopted by different categories of business and which ones worked optimally for them. In particular we sought to explore the balance between online and offline networking, and the relationship between being part of a close knit group with strong ties on the one hand, and those who grow and cultivate large networks with much weaker ties on the other. We asked the participants for their company details including company of origin, size, turnover and growth rate.  Their attitude to growth was probed as to whether they wanted to grow organically, push their rate of growth in a wishful way, or whether they had a more disciplined approach. We aimed to discover how much time respondents spent marketing, what was the balance between online and offline activity and what marketing activities made up their marketing mix.  We also looked at what online and offline networking environments they frequented and what styles of activity they favoured. In particular we asked what they were looking for when networking (for example referrals, sales, potential collaborators, information) and what traits and behaviours they found important.

Results and Discussion
Only 20% of the businesses we surveyed achieved more than $1 million revenue per annum, and 32% less than $100,000. Nevertheless we found that nearly 50% were achieving more than 10% annual growth, with 28% claiming to be growing at more than 20% per year. While most wanted to grow, only 25% appeared to have a detailed plan for achieving this. 50% of those sampled obtained 80% of their business within 50 miles, while 40% considered themselves national or global players. The great majority believed that they had scalable businesses, held back by lack of orders. 33% strongly preferred or preferred email as a communications tool, while those preferring or strongly preferring the phone numbered less than 10%. The vast majority were open to collaboration – 58.4% were ‘happy’ to collaborate and 18.3 % ‘usually’ collaborate. 
The median value for hours spent marketing was about 12.5 per week.  We found that approximately 66% of the respondents spent between 1 and 6 hours face to face networking each week with a clear peak at 2-4 hours.  However, a substantial minority (more than 15%) spent more than 8 hours a week face to face networking.  The online networking position is quite different. Respondents either do a lot or a little. The biggest single group do less than an hour a week. As we go up the size bands the numbers decline until we get over 8 hours when there is a significant increase in the population. Detailed investigation of the characteristics of heavy users shows that online and offline networking are not alternatives. 40% of heavy online networkers were in the top group for face to face networking and vice versa. In other words, there is a hard core of dedicated networkers who are fluent in both approaches. This bears out the findings of our earlier qualitative study.
Ranking by use in Table 4 we can see that one to one selling and online social networks are far and away the most used tools by our respondents. Workshops, PR, email and online advertising are all regularly used by more than 25%. 
Table 4 – Preferred marketing tools – descending %
	Technique
	Use regularly
	Depend on it
	Total

	One to One selling
	43.4
	30.8
	74.2

	Social Networks
	50.1
	21.6
	71.7

	Workshops
	23.6
	6.6
	30.2

	PR
	21.8
	7.5
	29.3

	Online advertising
	22.6
	4.9
	27.5

	Email Shots
	23.5
	3.2
	26.7

	Newsletters
	22.2
	2.2
	24.4

	Direct Mail
	18.6
	3
	21.6

	Blogs
	14.1
	3.7
	17.8

	Print advertising
	13.4
	1.4
	14.8

	Telesales
	12
	2.7
	14.7

	Exhibitions
	8.9
	0.9
	9.8

	E-zines
	5
	1.4
	6.4

	Leaflet Drops
	4.4
	1.5
	5.9


When networking, the individuals that were surveyed were primarily interested in referrals. However over half were directly interested in sales and in finding people to collaborate with. Nearly half those surveyed expressed an interest in finding advocates and in brand building. 
The top networking skills that were valued were:
1. Attitude of ‘giver’s gain®’ - 68.5% 

2. Listening skills – 65.9%

3. Rapid follow up – 64.1%

4. Can do / enthusiastic attitude - 64.1%

5. Trustworthiness and sincerity - 57.6%

Skills that showed some variation were the need to network systematically, writing skills (which were more valued by online networkers) and the attitude to chance or serendipity, which was considerably more valued by some groups than by others. The issue of trust development is a discussion we have kept for another paper due to space constraints. Nevertheless values and processes here were substantially the same for all groups surveyed.
If we look at which networking media were valued for both online and offline environments the following pattern emerges – shown in descending order. The online media are shaded in Table 5.
Table 5 – Preferred networking environments

	 
	Don’t or occasional use
	Use regularly or depend

	BNI
	47.7
	53.2

	Other face to face events
	61.9
	38.6

	Linked-in
	69.8
	30.2

	Ecademy
	70.7
	29.9

	Chamber of commerce events
	74.2
	25.8

	Professional body events
	82.5
	17.5

	Facebook
	84.5
	15.7

	Exhibitions
	88.2
	12.3

	Twitter
	92.8
	7.2

	Xing
	93.5
	6.5

	Business Scene
	94.4
	5.9

	Ning
	96
	4

	MySpace
	96.2
	3.7

	BaseCamp
	98
	2

	BRE/BRX
	98.6
	1.4

	Second Life
	99.4
	0.6


We can see that face to face activities are generally much more favoured than online activities.  We need to bear in mind that the figures for both BNI and Ecademy are high, given that those were the environments that the majority of respondents were recruited from. Nevertheless, the fact that LinkedIn as a medium ranks so high shows that it has become an important environment for smaller businesses. It is also surprising that Twitter has such a comparatively high ranking in the online arenas, given that the research was carried out some months before the surge of mainstream interest in this platform. 

Table 6 – Preferred networking sizes by category of respondent (all figures in %)
	Size of network group
	overall
	20 +
	UK
	US
	Europe
	online networker
	high growth
	scalable
	Non scalable
	local
	Global

	0-10
	4.90
	1.60
	9.00
	4.10
	1.30
	2.30
	1.90
	4.20
	4.60
	5.00
	4.90

	11 to 20
	10.80
	6.50
	15.1
	7.10
	10.70
	9.10
	7.60
	10.00
	14.30
	10.10
	10.30

	21-30
	30.80
	24.20
	31.3
	34.20
	25.30
	20.50
	28.70
	27.90
	34.30
	34.90
	24.20

	31-40
	23.00
	29.00
	20.5
	27.00
	10.70
	12.50
	20.40
	24.20
	18.30
	25.90
	18.40

	41-50
	11.50
	16.10
	9.60
	16.30
	9.30
	10.20
	10.80
	12.10
	11.40
	11.50
	12.60

	50-100
	8.30
	6.50
	6.60
	8.20
	13.30
	6.80
	10.80
	7.90
	8.60
	7.60
	9.90

	Hundreds
	6.30
	12.90
	3.60
	2.00
	18.70
	18.20
	10.80
	6.70
	5.10
	3.60
	10.80

	Thousands
	4.50
	3.20
	4.20
	1.00
	10.70
	20.50
	8.90
	7.10
	3.40
	1.40
	9.00


Table 6 shows that over half of the individuals surveyed favoured a networking group of between 21 and 40 with the peak (31.5%) between 21 and 30. This was very much in line with the original qualitative interviews that we carried out. It reflects the desires of the individuals to get to know a core group well with whom they can collaborate and refer business. This could be based on our historical experiences of operating in tribes and of operating within a local focus. If you are running a small locally focused non scalable operation, then working in a completely purposive way, building trust and operating as a solid member of the community will be sufficient to achieve your business goals. This finding is in line with Granovetter’s local / distant links model that was introduced earlier, and it shows that the presence of a core group is a very common requirement. 
Table 7 -  Relevant tendencies to use different online and offline mechanisms by category of respondent  
	 
	Facebook
	Ecademy
	LinkedIn
	Xing
	Basecamp
	Ning
	Twitter
	BNI
	Face to Face Events

	Overall
	16
	26.2
	30.7
	7.20
	2.00
	4.30
	6.50
	53.70
	  39.20

	1 to 2
	14.20
	27.20
	26.00
	4.60
	0.00
	3.60
	5.00
	57.40
	37.00

	3 to 6
	14.60
	22.20
	33.50
	7.80
	0.60
	4.80
	5.50
	51.20
	39.80

	6 to 20
	19.20
	26.00
	33.40
	9.70
	7.50
	4.40
	6.40
	49.00
	36.70

	20 +
	21.70
	33.90
	36.00
	11.30
	4.90
	4.90
	15.00
	54.00
	49.20

	UK
	15.10
	34.10
	35.20
	2.50
	2.60
	3.20
	5.80
	31.50
	36.10

	US
	7.60
	5.10
	19.00
	1.60
	0.50
	1.20
	0.00
	89.90
	43.90

	Europe
	28.80
	47.50
	56.60
	31.10
	0.00
	10.50
	16.50
	30.30
	36.80

	Technical 
	17.20
	28.00
	40.50
	13.20
	5.00
	7.70
	11.60
	39.30
	35.90

	Planners
	10.40
	18.70
	33.30
	5.80
	1.90
	3.90
	4.80
	63.90
	32.10

	Online networkers
	28.90
	60.70
	51.20
	18.80
	3.90
	16.90
	23.50
	28.90
	50.00

	Face to Face networkers
	14.50
	39.70
	37.70
	11.10
	2.60
	10.10
	11.00
	67.40
	60.00

	High Growth
	20.60
	36.00
	39.90
	11.00
	5.60
	10.40
	12.60
	48.70
	45.00

	Scalable
	21.50
	31.80
	33.40
	9.80
	3.70
	6.80
	11.80
	54.70
	45.60

	Non Scalable
	13.60
	21.70
	31.60
	3.70
	0.00
	1.80
	2.50
	53.20
	34.00

	Products
	16.20
	23.30
	25.70
	7.60
	1.60
	4.30
	6.00
	63.30
	37.70

	Local
	9.40
	19.00
	18.00
	1.90
	1.50
	0.80
	1.50
	66.40
	36.50

	Global
	25.90
	36.70
	44.10
	13.60
	3.50
	9.70
	13.30
	35.10
	42.10


Table 7 suggests that individuals who prefer much larger networking groups are in the business of promoting a scalable business on a national or global scale, or are committed to online networking. Larger, technical European, scalable and global companies are more ‘online friendly’ compared to smaller, local, non scalable companies.
Figure 1 – scalability of respondents’ business vs their geographic orientation
From our data we can distinguish 4 distinct groups, as illustrated in Figure 1: 
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Group 1 are members of a relatively tight, local community where roles are clearly defined and without a scalable offering. In these circumstances online networking activity and the value of random connections to the business is low.  Group 2 are trying to take their products into a wider arena and are more inclined to be networking with much larger numbers of people. They are more likely to plan, not to want to cooperate, have faster growth and have higher revenues. They follow the traditional growth route to the top right hand quadrant of Figure 1. It is difficult to separate cause and effect, but we can say that running a larger operation brings both constraints – in having to be run like a ‘proper’ business as discussed earlier – and opportunities in that they are more likely to have the resources to act as a bridge between different communities and foster diversity in the form of a dedicated business networker. Granovetter’s work led to the idea of weak ties between different communities having a value. These seem to be the drivers towards online networking, which was particularly important to members of Group 3 in compensation for their preferred maintenance of a small size and flexibility of IT structure. These businesses avoid growing in the conventional sense through formalised IT systems and increased staffing, but are compensating by using the tools of web 2.0 to collaborate. Their businesses are maintained in the non-scalable quadrant but significant time spent online networking allows them to view their marketplace through a global lens.  They are also skilled at offline networking, endorsing the results of our earlier study (Harris and Rae, 2009a).
Figure 2 shows the questionnaire responses segmented by each of the 4 groups identified above. The preference for offline networking (BNI) is clear by members of groups 1 and 2, as is the value seen in chance by Groups 3 and 4. These latter groups make more use of online networking, but as a complement rather than a substitute to offline networking.
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Figure 2: Activity by category of business
To summarise the discussion so far, we set out to investigate how SMEs combined the tools of face to face and online networking and marketing to promote themselves.  We aimed to establish a basic taxonomy to establish which types of business used which combinations of activities to promote themselves, what factors determined the balance between online and offline networking and how this fitted with the other marketing tools available. It became clear when analysing the data that there was not a simplistic answer. Traditional criteria such as company size or industry sector appeared to make little significant difference.  We found that online and offline networking were not alternative practices; in fact many practitioners were fluent in both. The median value of hours spent on promotion by our respondents was 12.5 – this included online, offline, sales, marketing and networking.  Face to face use of sales and social networks were the most used modalities, but roughly 40% of those who were heavy users of face to face techniques spent more than 8 hours a week online also.  

Positive and responsive attitudes, and rapid follow up behaviours were considered to be critical criteria for building trust. We found that attendance at BNI and other face to face events were the most favoured tools, but approximately 30% of respondents reported that they regularly used or depended on online social networks such as LinkedIn, Twitter or Ecademy.  

Looking at the size of networking groups favoured, over half the respondents favoured belonging to a group of between 20 and 40. This is a manageable group for mutual support and business referrals. However some individuals preferred to be engaged with very much larger groups.  We evaluated various criteria as to what would drive individual respondents in that direction. We concluded from the data that the key differentiators in behaviour were the scalability of the business and whether or not the business was operating as a local (80% of sales within a 50 mile radius) or national/ international player.

The characteristics of companies defined by these criteria are summarised in Table 8:
	Group Characteristics
	Numbers in Cohort
	Offline
	Online

	1) Local , non scalable
	123
	Tight local community, Face to face networking and sales
	No real interest in online modalities and random connections

	2) National, scalable
	224
	Conventional growth businesses
	Use online tools in a conventional way

	3) National – non scalable
	103
	Gifted Amateurs – network and sophisticated use of off line marketing
	Fluent in online tools. Open to random connections

	4) Local, growth companies
	171
	Face to face networking and sales
	Limited use of online modalities


The locally-orientated companies were more likely to use local face to face networking groups than nationally-orientated companies (approximately 65% vs 40% use regularly or depend). By contrast national companies were approximately twice as likely to use online media such as Twitter or Linked In, and they were also significantly more likely to value random connectivity.

Conclusions

The use of networking by small businesses is a clearly important but under-researched area. With the development and availability of web 2.0 tools the capacity of small companies to build a significant online footprint from their own resources has become a very real possibility. However it is not yet clear how far the use of these tools has entered the mainstream, and how far it is confined to a small group of early adopters.  This paper contributes to the literature in that it is one of the first to analyse under what circumstances SMEs make use of the tools of web 2.0 to supplement their existing, conventional, marketing activities.  Examples of the creative use of ICTs for competitive advantage by SMES are comparatively rare and our research has begun to fill that gap. Our development of a simple but coherent framework for analysing which companies are likely to make the best use of these tools delivers a contribution that will be of interest to both the academic and practitioner communities. 

Our research has also shown that social tools do allow a much larger network to be maintained, but this advantage comes at the cost of considerable investment in time in learning how to use and deploy the tools effectively. The ability to create collateral to support a business position “on the fly” is a powerful tool for competitive advantage in the hands of those who have the confidence to tell a clear story effectively. This strategy takes advantage of the essentially peer to peer nature of web 2.0 marketing which contrasts with the controlled broadcasting approach of traditional industries and marketers. A question for further research is how far it can deliver a sustainable advantage as more businesses seek to take advantage of it and create more noise in the marketing channels that must be overcome. 

While the paper successfully embeds the use of Web 2.0 tools into the conventional methods of marketing used by SME entrepreneurs, the characteristics of the “digital mindset” needed to use these tools to build a trusted presence on a wide scale and the mechanism by which comes into existence is unclear.  It is becoming increasingly apparent in the practitioner literature that getting others to become advocates in telling a clear story on behalf of a business is a key part of achieving a successful digital footprint. The authors believe that this area is a fertile one for further research.
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