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Barriers to Participation 
in Networks 

 
In this Guide we present an overview of the barriers to effective participation in networks. and 
examine the three main ones in detail: trust, sharing knowledge and the presence of 
competitors.  



 

 

Barriers to Effective Participation  
 
An overview of the range of reasons why firms, of all sizes and in both services and 
manufacturing, feel inhibited from becoming involved in networks was shown in an Australian 
study which found that information disclosure was the top concern closely followed by a 
desire to remain independent. Significantly neither size nor geographic distance were 
considered as important inhibiting factors. This list of concerns in order of the importance 
attributed to them by manufacturing firms were: 
  

•  Concern with information disclosure. 
•   Desire to remain independent.  
•  Uncertain what assistance the network would be to the firm.  
•  Distrust of other firms. 
•  Lack of suitable partners.  
•  Increased risk to firms. 
•  Lack of suitable information/guidance. 
•  Uncertainty with initiating network. 
•  Type of manufacturing/service. 
•   Financial resources.  
•  Lack of personal contacts. 
•  Size of business.  
•  Geographic distance.  

 
Form of Ownership  
 
The form of ownership may influence how a firm behaves in a network. More complex forms 
of ownership (multiple owners, wide range of shareholders, foreign-owned, family-owned) 
may make it difficult for the firm’s representative in the network to be as decisive at certain 
stages as other members. This needs to be recognised and flagged for all the members early 
in the life of the network so that appropriate allowances can be made.  
 
Size of Firm 
 
To be successful, networks among companies of substantially different size frequently require 
the fostering of a special environment. Although the network may have members from small 
firms and particular business units or divisions of larger companies (as opposed to the large 
company as a whole), the differences in bureaucratic cultures and operational practices may 
still stifle the network and overwhelm the smaller partners. 
  
Network representatives from large firms may find it more difficult to be as open and 
participative (in certain situations) as owner-managers of SMEs. This needs to be recognised. 
What is important here is that (a) the large firm representative is a senior manager and is 
mandated to make decisions, and (b) the wholehearted and fully-informed commitment of 
senior management has already been given to the network.  
 
Age of Firm  
 
Research shows relatively long established and successful small to medium firms may 
encounter difficulties with networks. Because of their relative commercial stability they may 
not be as actively seeking growth as relatively newer firms and may have fairly rigid operating 
systems and practices which do not easily gel with the network concept. Such firms need to 
be clear about how the network functions from the very start and what their role in the network 
will be.  
 
 



 

 

Resources  
 
The cost of network participation and the time involved can also serve as a barrier, 
especially for SMEs. There are no easy solutions here. The best scenario is one in 
which the firm has a crystal clear understanding of what it hopes to gain by network 
participation, understands and is able to quantify what that will cost in terms of time 
and money, and is happy that the anticipated results justify the investment. Careful 
facilitation by the network broker at the formation stage to ensure that this level of 
clarity is achieved is therefore vital. 
  
Legal Rights  
 
Though it may not often arise in developmental networks there needs to be a way in which 
the ownership of products or services of a commercial nature which are developed either by 
the network or under the auspices of the network have their ownership rights clearly 
delineated. It may, or may not, be appropriate for the network itself to take on legal rights. The 
point is that such an eventuality is provided for at the beginning and incorporated in the 
Network Agreement (see Skillnets Network Series: No 2). 
  
Conflict of interest  
 
There must be no conflict of interest regarding the management or ownership of the network, 
which might lead to unfair dealings and distrust among the partners.  
 
Confidentiality  
 
All network members must maintain confidentiality, an important factor in building trust. 
Information sharing is a key factor in successful networking. Resolving issues that may arise 
between confidentiality and openness requires good judgement on the part of all concerned. 
However, depending on the scope of activity of the network, there may be a need for formal 
arrangements for the protection of company-specific knowledge or information that is shared 
in the context of the network. This could be, for example, knowledge related to management 
skills or organisational procedures which might be of value to a competitor. Members should 
feel free to share such information knowing that it will be treated in confidence and not 
divulged to a third party. This protection needs to be stipulated in the Network Agreement and 
backed up with appropriate sanctions. It is important also that member firms educate 
employees about the type of information they can share within the network.  
 
Attitudes  
 
Confidence breeds confidence. Positive attitudes towards the network should be maintained 
at all times by all network members.  
 
Trust  
 
All the evidence points to the importance of trust in building and sustaining effective networks. 
Where partners are suspicious of each other the level of trust needed to engage in co-
operative activities takes longer to develop or, in some cases, may never be achieved.2 Trust 
in the context of a business network has been defined as “an expectation of a manager that 
his (potential) business partner will not act opportunistically - even if he holds no power over 
him to ensure that he behaves3.”  
 
 
 



 

 

Building Trust  
 
The process of building and sustaining trust in networks can be seen to take place in a 
number of ways: 
  

•  The initial trust between participants to a network may result from their personal 
knowledge of each other, their common membership of a local association or even 
sports body, social or business references, or even credibility built-up from media or 
word-of-mouth awareness. 

  
•  Trust may initially be embedded in formal agreements, contracts, rules of behaviour, 

or the mediating and facilitating role of a broker or co-ordinator. The support or 
influence of a professional body, state agency, business association, chamber of 
commerce, or large and well established company may also be important.  

•  Trust can be sustained by social interaction, the behaviour of the participants towards 
each other, the achievement of “openness” in communications, the absence of undue 
conflict, and the achievement of the desired results. 

  
•  A carrot-stick approach also serves its purpose. For example, participants may be 

more inclined to trust and seek trust from their network partners when they consider 
the ‘cost of leaving’ and the loss of the ‘sunk cost’ investment in initiation and 
maintaining the network. Peer pressure also plays a role.  

 
•  Locality and the importance of geographic proximity is influential in retaining trust in a 

network. 
 

•  A real cost, or value, may also be attributed to trust: “If managers trust each other not 
to act opportunistically, economic action (co-operation) is “lubricated”. Such trust is of 
economic value, because it allows agents to initiate and maintain co-operation - 
without making costly safeguards. If trust is common or “social” amongst a whole 
group of agents, widespread, flexible co-operation is a real option. The importance of 
trust for economic action and co-operation applies both on principal - agent 
relationships within firms; relationships between firms and customers; and between 
managers of independent business firms (both in vertical and horizontal firm 
relations). Because trust is both valuable; non-ubiquitous; and specific, it can be seen 
as a capability or higher-order capability4.”  

 
•  Synergy effects are closely related to issues of trust in various forms. In addition the 

‘social milieu’5 is thought to be particularly important in reducing or moderating 
different types of uncertainty faced by firms6. 

  
•  As trust builds among the members their identity with the network as an entity in itself 

begins to develop. Once the initial level of trust is built, there is a willingness to 
submerge individual corporate identity into the network management structure. Any 
narrow individual company focus which may have existed is usually left behind. At the 
same time the relationships between the companies themselves strengthen 
significantly, as individual relationships grow even stronger7. 

  
•  Trust can often depend on “good personal bonding” between the individual company 

representatives in the network. Where this fails to develop the network may never 
achieve maturity.  

 
 
 
 



 

 

Sharing Knowledge  
 
Almost every strategic alliance between firms carries with it a series of risks. In more formal 
long-term networks there can be shared investment in physical and human assets, which if 
co-operation breaks down, can only partially be recouped. The other form of risk, which is 
most evident in Developmental and R&D networks, is that of sharing proprietary knowledge. 
  
Throughout the literature there is evidence of fear around the sharing of knowledge and 
information among network partners. Martin8 found that some members of the Medisa Group 
were reluctant about sharing information with other members whose activities overlapped with 
theirs. Cooke9 has shown how this was a major barrier to the development of networks 
among small firms in the Baden- Wurttenberg region of Germany. De Laat10 deals 
exhaustively with the issue of sharing knowledge within research and development alliances. 
He points to the fact that as well as the formal sharing of knowledge (formulas, designs, 
manuals) in such alliances, there is the informal sharing of knowledge, which is common to all 
networks. This he describes as of a tacit kind in which knowledge is transferred simply by 
people working together. The solutions centre on building trust and confidence between the 
members of the network over time. 
  
De Laat and Cooke show how the use of third parties and guarantees with regard to 
confidentiality and intellectual property and other rights are important.  
The role of a broker in helping firms to overcome concerns in this regard is crucial and is dealt 
with in detail in Skillnets Network Series: No 6. The high level of credibility of business 
associations and chambers of commerce may allow them to play the role of ‘trusted third 
party’, especially in less formal networks. 
 
Competitors in Networks  
 
Entering into collaboration, or even joining informal networks, with competitor firms is 
undoubtedly a major inhibiting factor for most companies. The existence of competing firms 
within networks can be both a barrier to participation by others and, ultimately, can constitute 
a potential strength of the network. The commercially astute firm will see the potential 
advantages and will also be aware of the stark reality - sharing knowledge with a competitor 
firm in a network relationship may give that i competitor a commercial advantage. But true 
and lasting networks involve a mutual exchange of knowledge, rather than a one-way transfer 
of knowledge.  
 
The wheel of the acquisition of knowledge must always turn faster for companies to remain  
competitive. Companies integrated into a network more often leave the search for knowledge 
to the internal organisational units and the other network participants. Competition forces 
companies to continually adjust to the changing circumstances by further developing existing 
knowledge within the : companies and adding to the pool of knowledge of the network. In 
simple terms, the existence of competitor firms within networks sharpens the competitive 
edge of the network as whole11. 
  
In industries that have one or more large, well-established competitors, small firms may have 
to “band together” and share informational and physical resources and/or create enough 
market presence to compete effectively. However, it is easy to imagine a situation or industry 
in which the most valuable use of competitor networks would be to create a market presence.  
Research and experience shows that there is an innate and strong resistance among firms, 
especially small firms, towards involvement in networks where competitors are present. In 
many cases this has prevented networks from being formed or resulted in existing networks 
losing effectiveness. 
  
Resistance to collaboration with competitors from within the same sector is particularly 
prevalent. For example, in the case of a sectoral based network for R&D, it would be unlikely 
that technical secrets, particularly in relation to failures, would be disclosed. Neither would 
one expect any significant sharing of market information. In trans-sectoral networks the 



 

 

companies do not see themselves as rivals and a deep sharing of information and pooling is 
possible. 
  
Other issues can impact a decision for competitor firms to collaborate: confidentiality of firm-
specific strategic information, fear of losing competitive advantage, and what have been 
termed “shadow issues” to do with interaction between employees of the different firms. 
These can include the trading of information by employees on wages and whether as a result 
of their interaction they will become discontented with their own organisation12. In fact Neville 
found that the opposite was the case with employees recording a higher level of satisfaction 
with their own organisation post-network involvement. Firms from the same sector who are 
not involved in the domestic market but in diverse export markets and so are not likely to 
share common customers have been able to collaborate effectively13. 
  
Managing Competitor Networks  
 
It is clear however, that when managed well competitor networks yield a high return for 
participating companies - the effort is likely to be handsomely repaid in terms of network 
strength, durability, long- term sustainability and positive outcomes for network participants.  
 
The key seems to be in effectively facilitating competitor networks, but one cannot 
underestimate the practical difficulties in supporting and facilitating networks of competing 
companies which are inherently more challenging to develop and maintain. Competitor 
networks do work and in fact have a greater potential for significant learning by network 
members14. Once again the role of the broker as facilitator is vital. Such a broker should be 
committed to exploratory learning, direct involvement and communication between network 
members and should strongly encourage and facilitate open interaction among the members. 
This is dealt with in greater detail in Skillnets Network Series: No 6. 
  
The most effective way of overcoming this barrier to effective network participation is for the 
network manager or broker to tackle it head-on. If competing firms are seen as an essential 
element of the network the broker must overcome resistance to exchange knowledge and 
even fear among the members. 
  
Practical Example from a Competitor Network  
 
‘There was a tremendous sense of paranoia and fear about the competitor...a lot of people 
were afraid to talk to other people.’ To help overcome this fear the broker acted as a ‘buffer’ 
during monthly meetings between existing members and new or potential members who 
might be reticent to talk with other competitor members. The broker in question argued that 
even though it might present more of a challenge to co-ordinate competitors within a network, 
‘it is the socialisation process (among competitors) that is the single most crucial difference 
between networks and non-networks.’ The approach adopted had greater benefits in terms of 
organisational learning for the participants than in those networks were competitors were not 
included15. 
  
Co-operative Competition  
 
Co-operative competition is a term used by Richter16 to describe a new competitive paradigm 
found in strategic networks, where, to compete means to position one’s own company in a 
strategic network rather than to penetrate markets with aggressive strategies. The generation 
of knowledge through horizontal learning processes occurs in an area between co-operation 
and competition: co-operative competition, which “corresponds to the government form of 
democracy that simultaneously grants security and freedom”. He describes it as a state, in 
strategic networks, between strict altruism and strong antagonism (what he refers to as 
“Darwinism”). Altruistic behaviour would be an unanswered sacrifice of competitiveness to the 
benefit of the co-operating partners. Darwinism would be linked to egotistical behaviour that is 
disrespectful of the abilities, requirements, and wishes of other network market participants. 
  



 

 

The dispute between co-operation and competition among companies is an economic reality. 
One will rarely find a pursuit of one of these strategies without compromises. The integration 
into a strategic network transfers companies into a balance of co-operative competition. Often 
co-operation takes place only in partial areas, such as in a certain product group or in defined 
market segments, while competition remains intact in others. 
  
Co-operation has traditionally been seen as the second-best solution to increase competitive 
ability. By the end of the 1980s, however, an avalanche of co-operative agreements set in 
among larger companies so that currently almost every company has a variety of 
agreements. Due to the number and complexity of the relationships in a network, it is difficult 
to clearly distinguish which company is a competitor and which is a co-operative partner, 
because usually they are both. Thus, it would be better to refer to co-operative competition as 
an economic survival strategy. Co-operation and competition make up both sides of the same 
coin; they coexist. 
  
Companies agree, in the first instance, to join networks because of the perceived benefits. By 
accepting the rule of the network they are agreeing to limit their individual freedom of action. 
Through participation in the network over time they experience how this works in practice and, 
how ideally, the loss of partial freedom of action not only does not inhibit competitiveness, but 
actually enhances it. The logic of extending co-operative competition, rather than direct 
competition in the marketplace, to all functional areas of the business should then become 
apparent. As the entire network becomes more broadly-based and efficient, the long term 
economic survival of the member companies is their reward.  
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