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ABSTRACT

In today’s interconnected world networking is a contemporary research topic mainly aimed at
analyzing the performance of various market players, very often small and medium sized
enterprises (SMEs). Due to a lack of resources, both tangible and intangible ones, SMEs are
unable to operate and achieve significant business performance without engaging in and
building some form of strategic network relationships. There are various antecedents of
forming these kinds of long-term oriented relationships, however, literature mainly focuses on
commitment, trust, reputation, communication, and cooperation as antecedents of strategic
networking. Since these antecedents are to some extent dependent on personal traits and
background characteristics of actors engaged in networking activities, it is interesting to
examine the nature of the relationship between such personal traits and strategic networking.
Therefore, the aim of this paper is to investigate how differences in gender, education and work
experience influence strategic networking activities. The empirical research revealed
interesting findings in regards to experience and education differences among Slovene SMEs,
especially with respect to gender (male versus female), as well as to moderation effects gender
plays on these interdependencies.

Keywords: Strategic networking, Gender differences, SME, Slovenia.

1. Introduction

The importance of SMEs and their economic impacts (e.g. new products, employment,
reduction of poverty, and GDP growth) as well as social impacts (e.g. health, sociological ties,
and quality of life) have been widely researched ( Jarillo 1988; Diener and Suh 1997; Dabson
2001; Burt 2001; Sitharam and Hoque 2016). As SMEs account for about 99% of all enterprises
in Europe (Potocan and Nedelko 2014), employing around 50% of all employees (Fatoki and
Odeyemi 2010), they are essential to achieve sustainable economic growth (Bowen, Morara,
and Mureithi 2009; Suriyapperuma et al. 2015). SMEs in Slovenia account for 64.5% of value
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added and 72% of employment, which is more than the EU averages of 56.4% and 66.6%
(European union 2020). Beck, Demirguc-Kunt, and Levine (2005) describe a positive
association between the importance of SMEs and GDP per capita growth on a sample of 45
countries. While they find no evidence that SMEs mitigate poverty or decrease income
inequality, others state that business success improves quality of life and assists in overcoming
economic challenges in developing countries (Dabson 2001; Ganbold 2008). A major challenge
that affects SMEs’ performance recognized by (Sitharam and Hoque 2016) is competition
among enterprises. As the threat of competition is viewed as the main motivation for
cooperation (Miller, Besser, and Malshe 2007), networking seem like a sound tool to be
employed to improve the performance of SMEs (Premaratne 2002; Sawyerr, Mcgee, and
Peterson 2003; Shin et al. 2017).

Even though there are no legal impediments to female entrepreneurship and efforts are being
made to ensure gender equality (Zimmerer and Scarborough 1997), men are generally more
likely to be involved in entrepreneurial activity (Reynolds 2003). In Slovenia, female
entrepreneurs account for around 30% (Pusnik et al. 2009) of entrepreneurs. While Slovene
women involve in entrepreneurial activity out of need more than women in other countries
(Tominc and Rebernik 2003), the proportion of female entrepreneurship in Slovenia remains
among the lowest in the EU (European union 2020). With regard to SME networking, a study
by Sirec (2009) indicate that men assess the intensity of cooperation lower than women do.
According to the same research, women entrepreneurs in Slovenia are more willing to seek for
assistance in business and they network more intensively than men.

SME:s represent a more dynamic and innovative sector compared to large firms, particularly in
small, open, and highly interconnected economies such as Slovenia, where EU and global
integration as well as rapid technological improvements cause various changes, including
changes in organizational structures of SMEs (Pech and Vrchota 2020; Gherghina et al. 2020;
D. Ibarra et al. 2020). To allow quicker decision making, SMEs had to adapt their organizational
structures to new market circumstances and customer requirements (Pilar, Marta, and Antonio
2018). Strategic networking enables SMEs to transform into a more flexible and effective
organizational forms. SMEs can network with various market players, such as clients, suppliers,
financial institutions, supporting institutions, local and state government bodies, and
competitors (Nooteboom 1999). This is the same whether they are of competitive, cooperative
or coopetitive nature (Ceptureanu et al. 2018), and if they have a bilateral or unilateral character
(Zaheer, Gozubuyuk, and Milanov 2010; Olaizola and Valenciano 2014). Networks are
generally used as platforms for sharing mutually beneficial information and resources (Farinda
et al. 2009) to overcome limitations and challenges of SMEs, which would be unlikely to
confront with independently. The dynamics of SME business networks are highly dependent
on the dynamics of SMEs temporal environment (Jeong, Jin, and Jung 2019). Therefore,
cooperating in structured networks is an advantageous strategy for enhancing business success
of network members as well as promoting relationship governance (Thorelli 1986; Jarillo 1988;
Lorenzoni and Lipparini 1999). Previous studies investigated how companies should connect
in business networks (Hakansson and Ford 2002), and some found a positive relationship
between strategic networking and business performance ( Bartlett and Bukvic 2001; Chen and
Tzeng 2007; Eisingerich and Bell 2008; Bandiera, Barankay, and Rasul 2008; Suriyapperuma
et al. 2015; Mori¢ Milovanovi¢, Primorac, and Kozina 2016).

Despite their importance within economies, the failure rate of SMEs is generally high around
the world (Fang, Yuli, and Hongzhi 2008). Therefore, it is necessary to examine tools for
advancing SMEs’ business success, such as networking. This study examines the nature of the
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relationships between personal traits and strategic networking, as strategic networking
activities, viewed through its antecedents, are considerably dependent on the personal
characteristics of actors engaged in networking activities (Souza and Batista 2017,
Fjordhammar and Roxenhall 2017; Moric Milovanovic, Primorac, and Kozina 2020). The goal
of this research is to examine if there are differences in gender, education, work experience,
and position relevant for strategic networking process among SMEs in Slovenia. In addition,
interaction effects of gender and experience, gender and education, and gender and position in
relation to strategic networking are tested.

2. Literature review and hypotheses

Networking as a concept has been used in different scientific areas, such as sociology,
economics and organizational behavior ( Donckels and Lambrecht 1995; Hakansson and Ford
2002; Claro 2004; Ritter, Wilkinson, and Johnston 2004). According to Brass et al. (2004) a
network is defined as a set of actors or nodes (individuals, work units, or organizations) and the
relationships (ties) between them. Networking theory applicable to SMEs suggest that firms’
performance is deeply influenced by the networks they are embedded in (Zhao and Aram 1995;
Gulati, Nohria, and Zaheer 2000; Ritter, Wilkinson, and Johnston 2004; Hughes et al. 2015).
According to the transaction cost theory, firms tend to economize transaction costs by vertical
integration (Williamson 1991), which results in interactions between small firms (Thorelli
1986). Another reason to network is rooted in the resource dependency theory by Pfeffer and
Salancik (1978). They argue that a firm’s performance is dependent on its external environment.
According to Jack, Dodd, and Anderson (2008) networks are considered vital living organisms,
constantly changing and developing over time. In this view, no firm is in complete control of
all the conditions in the entrepreneurial environment. The lack of coordination within the
environment leads to uncertainty, followed by a natural need to increase coordination, leading
to formation of linkages (Pfeffer and Salancik 1978). In conditions of structured interactions,
information and resources can be exchanged to improve business performance (Streeck, Pyke,
and Sengenberger 1993). When networking is carried out to attain business success, it is
referred to as ‘strategic networking’ (Miller, Besser, and Malshe 2007). According to Jarillo
(1988) the focus of strategic networking theory is the development of trusting relationships
among members as a strategy to promote cooperative behavior among firms.

While Watson (2012) argues that in networking activities female SME owners as compared to
male SME owners do not have an advantage, other researchers state that men have easier access
and greater quality of information as compared to women (Durbin 2011; Son and Lin 2012).
While both men and women tend to network more with same sex (Macintosh and Krush 2017),
Forret and Dougherty (2004), Emmerik (2006), and Macintosh and Krush (2017) find that men
and women have a different way of networking, when considering their motivations and
approaches. Men also attend business networking meetings more than women, and men benefit
more from customer networking, while women benefit more from professional networking
(Macintosh and Krush 2017). Ibarra (1992) and Forret and Dougherty (2004) discovered that
men benefit more than women from career investments such as total compensation and the
number of promotions. Some studies indicate that women want to develop their professional
network to increase access to resources, but not necessarily have an advantage over men; rather,
it is to narrow the gap that already exists between them (Durbin 2011; Son and Lin 2012).
Additionally, women attribute external factors to be responsible for their career success, while
men give credit for success to themselves (Ackah and Heaton 2004). Based on the literature,
we propose the following hypothesis:
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HI1: Gender has a statistically significant effect on strategic networking of SMEs, with males
having a higher level of strategic networking activities than females.

One study suggests that SME owners have less need to ask for advice from formal or informal
networks as they gain more experience (Watson 2012). However, other studies argue that
entrepreneurs see sharing information as sharing issues (i.e. ‘halving’), as they can comment
on problem solving with others who encountered similar problems (Fuller-Love and Thomas
2004; Dawson et al. 2011). Therefore, our second hypothesis is formed as:

H2: Work experience has a positive effect on strategic networking of SMEs.

According to Greve and Salaff (2003) and Shaw et al. (2009), SME owners with a high level
of education are also likely to possess a larger number of network contacts. They should also
have more skills and knowledge to sustain the business (Sitharam and Hoque 2016). Another
study finds that education positively impacts on networking and the types of networks
(MacGregor 2004). We hypothesize that education has a positive impact on networking.

H3: Education has a positive effect on strategic networking of SMEs.

Males are naturally more aggressive in behavior than females (Griskevicius et al. 2009).
According to the same research, females will not be motivated to confront face-to-face unless
they feel seriously threatened. They only become competitive in times of scarce resources. This
could be translated into strategic networking, as men and women seek different benefits from
networking (Macintosh and Krush 2017). Women are more likely to use close friends and
family for networking, which has the tendency to change with experience, education and
position (Watson 2012). The following hypothesis is formed based on the existing literature:

H4: Position has a positive effect on strategic networking SMEs.

As we are interested in examining gender differences and their moderating effects on

experience, education, and position in relation with strategic networking in Slovenian SMEs,

we test the following hypotheses:

HS5: Relationship between work experience (within the firm) and strategic networking of SMEs
will be moderated so that the relationship will be stronger for women than for men.

H6: Relationship between level of education and strategic networking of SMEs will be
moderated so that the relationship will be stronger for women than for men.

H7: Relationship between formal position in the firm and strategic networking of SMEs will be
moderated so that the relationship will be stronger for men than for women.

3. Research method
3.1. Sample

Referring to Statistical Office of the Republic of Slovenia (SURS) and in line with EU
definition of SMEs, firms with less than 10 employees are classified as micro firms, with 10 to
49 employees as small firms, and with 50 to 250 employees as medium sized firms. Sampling

frame for the operational part of the research was taken from the database of a private consulting
firm, where a total of 1,000 SMEs was contacted in February and March of 2020. Out of 1,000
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contacted SMEs, 120 responded to the email enquiry and correctly filled out an email
questionnaire which represents a response rate of 12%. When looking at the sample breakdown
by firm size, micro firms represent 65.0% (n = 78) of the overall number of firms represented
in the sample, while small and medium sized firms represent 23.3% (n = 28) and 11.7% (n =
14), respectively. Stated differently, firms with less than 50 employees represent majority of
the sample with 88.3% of the overall respondents. On the other hand, when looking at the
industry sector, majority of respondents operated in the manufacturing and construction sectors,
25% (n=30) and 15% (n = 18), respectively. Further analysis of sample demographics reveals
that 64.2% of respondents were male, while 35.8% were female, 69.2% have a university
diploma, 81% worked longer than seven years for the same firm, and 65.8% were firm owners.

3.2. Variables and measures
3.2.1. Dependent variable

Strategic networking as unidimensional construct was measured via 7 — point Likert type
questions based on Allen and Meyer's (1990) scale for assessing commitment, Garbarino and
Johnson's (1999) scale for assessing trust, Hansen, Samuelsen, and Silseth's (2008) scale for
assessing reputation, Sivadas and Dwyer's (2000) scale for assessing communication, and
Eriksson and Pesdmaa's (2007) scale for assessing cooperation. Strategic networking score has
a mean of 5.00, a standard deviation of 0.94, and a Cronbach’s o value of .81.

3.2.2. Independent variables

Gender as an independent variable has been coded as a dummy variable with 0 representing
female, and 1 male.

Work experience as an independent variable measured respondent’s work experience within the
current firm, and it has been coded into four groups: ‘less than 1 year’, ‘1 to 4 years’, ‘5 to 7
years’, and ‘more than 7 years’.

Education as an independent variable measured respondents’ highest achieved education level,
with the following coding: ‘secondary school and lower’, ‘university diploma’, ‘master/MBA
diploma’, and ‘PhD diploma’. Moreover, education has been additionally coded as ‘years of
schooling’, to further test the validity of the obtained results. There was no statistically
significant difference between the two classifications.

Position as an independent variable measured the respondents’ current position within the
firm’s organizational structure, with three different coding groups: ‘owner’, ‘director’, and
‘manager’. Respondents’ current position has been additionally coded as a three-level dummy
variable (owner, director, manager) to further test the validity of results. Detailed descriptive
statistics of independent variables are presented in table 1.
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Table 1: Descriptive statistics of independent variables

Variable Frequency Percentage Variable Frequency Percentage
Gender Position
Male 77 64.2% Owner 79 65.8%
Female 43 35.8% Director 20 16.7%
Education Management 21 17.5%
High school 37 30.8% Work Experience
Bachelor 48 40% <1 year 2 1.7%
MBA/Master | 23 19.2% 1 — 4 years 17 14.2%
Doctorate 12 10% 5 —7 years 4 3.3%

>7 years 97 80.8%

Source: Authors
3.3. Control variables

For the purpose of analysis, firm size and industry were used as control variables, where firm
size was controlled as the total number of employees within the firm. A micro-firm was
classified with less than 10 employees, small firm with 10 to 49 employees, and medium sized
firm with 50 to 250 employees. To control for industry-level effects, eight different industry
sectors were coded and controlled for, according to SURS (Statistical Office of the Republic of
Slovenia).

3.4. Analysis

Moderated regression analysis was used to test the relationships between independent variables:
gender, experience, education and position, and strategic networking as a dependent variable.
Furthermore, moderated regression analysis was used to test whether moderation (interaction)
effects of gender and experience, gender and education, and gender and position, exist when
put in relationship with strategic networking. Detailed tests have been conducted to make sure
there were no issues with multicollinearity (variables were mean-centered), heteroscedasticity,
and autocorrelation, and to ensure no presence of nonresponse or common method bias.

4. Results

Means, standard deviations and correlation coefficients of controlling variables (firm size, and
industry), independent variables (gender, experience, education, and position), dependent
variable (strategic networking), and moderation effects used in main model are shown in table
1. Correlation coefficients are rather modest, ranging from -0.389 to 0.274, with statistically
significant correlation coefficients between following variables: firm size and position (r = -
0.389), experience and education (r = -0.205), interaction between gender — experience and
strategic networking (r = 0.274), interaction between gender — education and strategic
networking (r = 0.258), and interaction between gender — position and gender (r = 0.226).
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Table 2: Means, SDs, and correlations, n = 120 (strategic networking)

Mean S.D. 1 2 3 4 5 6 7 8 9 10
1. Strategic ~ 5.00  0.94 1.00
networking
2. Firmsize 146  0.69 .160 1.00
3. Industry 476 231 -161  -.140 1.00
4. Gender 0.64 048 -185 -027 .098 1.00
S. 3.63 0.78 .262 -.099 128 -.138  1.00
Experience
6. Education  2.15 1.00 .029 .079 166 148 - 1.00
.205%
7. Position 267 086 -.040 - 118 -.001 033 - 1.00
389%* .040
8. Genderx  -0.04 039 274% -032 - .026 A72 058 - 1.00
Experience .004 .076
9.Genderx  0.07  0.49 .258** -049  .048 .056 .047 142 005 - 1.00
Education 131
10. Genderx 0.00 042 -.084  .122 165 .226%%  -108  .039 .042 - -.021 1.00
Position .015
Notes: *. Correlation is significant at the 0.05 level (2-tailed); **. Correlation is significant at the 0.01 level (2-
tailed).

Source: Authors

Table 2 illustrates the results of the moderated regression analysis with strategic networking
observed as a dependent variable, where model 1 contained only the control variables; model 2
added direct effects of gender, experience, education, and position; and model 3 included
moderation effects of gender on experience, education, and position to their relationship with
strategic networking. Results from table 2 give support for the hypothesis 1 and hypothesis 2,
while there is no evidence to support hypothesis 3 and hypothesis 4. Stated differently, there is
enough statistically significant evidence to confirm that gender (B = 0.318, P < 0.1) and
experience (f = 0.272, P <0.05) have a direct positive effect on strategic networking of SMEs.
More precisely, since the beta coefficient is of positive sign it further confirms hypothesis 1,
that males are having a higher level of strategic networking activities compared to their female
counterparts. However, when looking at the moderation effect that gender has on the
relationship between experience, education, and position, and strategic networking as the
observed dependent variable, there is statistically significant evidence to support hypothesis 5
and hypothesis 6, although there is not enough statistically significant evidence to support
hypothesis 7. In other words, there is enough statistically significant evidence to confirm that
there is a relationship between work experience (expressed as number of years with the firm, 8
=-0.698, P <0.01) and education (f =-0.584, P < 0.01), and strategic networking of SMEs is
moderated as such that the relationship is stronger for women then for men. With more years
of experience working for the same firm, and with a higher level of education, women tend to
network more than their male counterparts. Moreover, figures 1 and 2 provide further evidence
to support hypothesis 5 and hypothesis 6, i.e. that gender moderates the relationship between
experience, education, and strategic networking of SMEs observed as dependent variable.
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Table 3: Moderated regression analysis (primary model); dependent variable: strategic

networking'
Variables Model 1: Model 2: Model 3:
Control variables Direct effects Moderation effects
B S.E. B S.E. B S.E.
Controls
Firm size 191 124 226* .129 278%* 121
Industry -.058 0.38 -.078%* .037 -.072%* .035
Direct effects
Gender 275 173 318* .164
Experience 373k .108 272%% .103
Education 125 .085 .052 .080
Position .046 .103 .083 .096
Moderation effects
Gender x Experience -.698*** 200
Gender x Education -584%** 157
Gender x Position -.031 .189
Model stats
R-squared .045% 166%** 307***
Adj.R-squared .029% 22 250%**
AR-squared .045% 21%%* 471%%*

Notes: *P < 0.10; **P < 0.05; ***P < (0.01. Durbin-Watson stat = 2.206, VIFs <2, Cooks = .159.
Source: Authors

Figure 1: Interaction between gender,
experience, and strategic networking

Figure 2: Interaction between gender,

education, and strategic networking

Strategic networking

—&— Male
--#-- Female

Low Experience High Experience

Strategic networking

—— Male
--&--- Female

Low Education High Education

Source: Authors

! Model has been further tested with ‘position’ as control variable, instead of independent variable, where effect
of gender on strategic networking has been amplified (B = 0.324, P < 0.05) adding robustness to the observed

model.
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5. Conclusion

The continuously changing nature of SME business networks is highly dependent on the
dynamics of the temporal and environmental context the SMEs operate in. When compared to
large firms, small and medium sized enterprises represent a more agile, dynamic and innovative
sector of any economy. This is especially true for a small, open and highly interconnected
economy such as Slovenia, where changes caused by EU integration, globalization and rapid
technological advancements have a profound impact on various organizational aspects of
SMEs. To address these changes, small business owners began transforming their businesses
towards more flexible, dynamic and effective organizational forms, often enabled by strategic
networking. SME networks can be formed between various market players (clients, suppliers,
financial institutions, supporting institutions, local and state government bodies, competitors,
etc.), they can have a bilateral or unilateral character, and can be cooperative, competitive or
coopetitive in nature.

Since strategic networking activities, primarily viewed through its antecedents, appear to be
highly dependent on personal traits and background characteristics of actors engaged in such
networking activities, this research examined the nature of the relationship between such
personal traits and strategic networking. More specifically, we investigated what effects do
gender, education, work experience, and hierarchical position within the organization have on
strategic networking activities. The research results have found that gender has a positive effect
on strategic networking of SMEs, where males have higher level of strategic networking
activities compared to their female counterparts. Moreover, we have also found that experience,
measured by the number of years working for the firm, has a positive effect on strategic
networking of SMEs, as well. On the other hand, no effect was found that education and
organizational position have on strategic networking of SMEs. However, when moderation
effects of gender were observed, results confirmed that such a moderating relationship exists
between work experience and strategic networking, and between education and strategic
networking, where the effect is stronger for women. This finding implies that although women
are initially less inclined towards networking activities, they become more prone to networking
as their experience and education increase. Finally, gender does not play a significant
moderating role when it comes to observing the hierarchical position within the company and
strategic networking.

Any investigation into how demographics, especially gender, impact the formation of SME
strategic networks is a worthy scholarly inquiry. We hope the results of this research will
provide interesting insights into the dynamics of strategic networking from the point of view of
demographics, and a preliminary framework for further investigation of how demographic
variables can influence SMEs strategic networks within regionalized, small, and open
economies.
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