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ABSTRACT

Since midst of 1980s, with the ongoing acceleration of global
competition and technological innovation, firms seek growth through
networking, formally and informally , with relevant organizations. It
is one of the basic firm growth models and named the mechanism of
networked -growth or network-based growth. The great success in
“Silicon Valley” , “The Third Italy” , Bangalore of India, Guadala-
jara of Mexico indicates that the networked growth model of clus-
tered firm based on local networks has powerful promising and vig-
orous vitality.

Some attentions were paid to the networked growth. model of
¢lustered firm in previous research, and this model also shows much
realistic meanings for China where industrial clusters are prosperous
and active. After absorbing thoughts from theories of firm growth,
industrial clusters and socioeconomic network; this dissertation
makes some efforts to explore the mechanism of networked growth
and its managerial implications in China.

Considering the influence of relational embededness, resource
dependence, transaction cost and organizational learning, lots of
firms, government departments, financial institutions , intermediary
service organizations, colleges and research institutions geographi-

cally conglomerate, and local networks is forming in a specific geo-
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graphic region. Local networks can be divided into the first-order
networks organized by local firms and the second-order networks or-
ganized by local firms and other organizations. Local networks can
promote the growth of clustered firm through offering abundant re-
sources, deepening flexible production and sustaining nonlinear in-
novation. And, these functions are influenced by the network char-
acteristics. From this perspective, the core problem of networked
growth model lies in the effectiveness of local networks constructed
by clustered firm. This problem would divide into three key ques-
tions further; why the clustered firm chooses to grow in the way
based on local networks? What essential characteristics of local net-
works are contributed to the growth of clustered firm? What impor-
tant factors influence the forming and development of the local net-
works?

By integrating the normative and empirical analysis processes,
this dissertation tries to explore the mechanism of networked growth
of clustered firm. The following three parts are the main work of this
dissertation.

(1) Obtaining: the adequate data by depth interviews and
questionnaires

We investigated firms, local government departments and other
organizations for 6 months in three industrial clusters, Jiaojiang
sewing machine industrial clusters, Lugiao automobile and motorcy-
cle industrial clusters and Haining leather clothing industrial clus-
ters in Zhejiang. We interviewed 25 mid- and top- managers of
clustered firm and 16 principals of local institutions firstly, and car-
ried out pretest-survey in Haining with 45 questionnaires. After
that, total 470 questionnaires are handed out in three clusters and

331 valid samples are returned.
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(2) Constructing the theoretical framework for analyzing the
mechanism of networked growth of clustered firm by syncretizing
multi-disciplinary knowledge

Based on the various previous dissertation and academic analy-
sis, this dissertation summarizes the constitution of the theories of
firm growth and points out that more and more firms adopt the net-
worked growth model in response to the complicated environment.
There are some distinct differences in strategic thoughts, commer-
cial idea, and resource channels among the three basic mechanisms
of firm growth, i e. organic growth, acquired growth and net-
worked growth. This dissertation syncretizes theory of firm growth
and network organization theory, and constructs the theoretical
framework that is “network-network resource-firm growth” . In this
framework, firms are viewed as one of network nodes and can ob-
tain network resources by contacting with other network nodes. The
abundance of resources obtained from networks is determined by the
network characteristics. So, a firm with given network characteris-
tics will hold corresponding growth capability. After reviewing Net-
work Models researches, this study argues that network characteris-
tics display the linkage form of different network nodes and can be
described by the network structure and the relationship. Three inde-
xes, position, range and potential difference of network or the
difference between the upper reachability and the lower reachability
in the network, can depict network structure. The relationship can
be depicted by relational type, intensity and duration mainly. In-
tegrating the theory of competitive advantage of clusters, this disser-
tation constructs a theoretical framework for exploring the mecha-
nism of networked growth of clustered firm, which is “local net-

works *  characteristics-competitive advantage of clustered firm-
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growth of clustered firm”, and points out that local networks exert
their influence on the competitive advantage. of clustered firm first
and on firm growth subsequently.

(3) Revealing the mechanism of networked growth of clustered
firm by empirical analysis

The basic reasons why clustered firm choose networked growth
are first identified according to economics, management and sociol-
ogy in this dissertation. In the part of empirical analysis, some as-
sumptions about the influence on firm growth exerted by local net-
works and the factors. influencing the formation -anid development of
local networks are examined. Main conclusions are as following:

First, each dimension of local networks characteristics has dif-
ferent influence on the growth of clustered firm. In first-order local
networks, the results indicate that the probability of fast growth is
positively related to the position of local networks, the intensity and
duration of local relations, the action of obtaining market informa-
tion from local customers and cooperating with supplier for R&D re-
spectively. The results also show that the probability of fast growth
is negatively correlated with the range of network and the potential
difference of network. In the second-order local networks, there is a
positive relationship between the probability of fast growth and the
range of network, whereas a negative relationship between the prob-
ability of fast growth and the duration of relation to local institu-
tions. The findings also indicate that the influence on firm growth
exerted by local networks varies basically with the status of firm’s.
internal resources.

Second, local networks influence firm growth through influen-
cing the competitive advantages of clustered firm. The clustered

firm has some competitive. advantages on the competences of spe-




ABSTRACT 11

cialization, adaptability, bargain, obtaining fund, innovation, per-
ceiving innovative pressure and reducing operation cost. In this dis-
sertation, it is found that most of these competences are influenced
by local networks characteristics, which are the centrality, potential
difference, relational intensity and relational duration of first-order
network and the relational range and duration of second-order net-
work. It is also found that these competences are actually beneficial
factors for the growth of clustered firm.

Third, the formation and development of local network charac-
teristics is influenced by firm-specific and entrepreneur-specific fac-
tors. Network orientation of human resource management, availabil-
ity of internal resources, integration of communication structire,
openness of organization culture, strategic intention, trust and com-
mitment, all affect a firm’s capability to extend, intensive and pro-
long local relations. Male entrepreneurs can keep local relations
longer than female entrepreneurs, but the former is difficult to hold
different scale partners. High Education degree is helpful to prolong
local relations and hold different scale partners, but it is unfavor-
able to intensive local relations. The birthplace of entrepreneur con-
tributes to intensify local relations. Entrepreneur’s family back-
ground and risk avoidance both have no effect on the formation and
development of local networks.

Compare with former studies, the following aspects are unique
points of this dissertation ;

(1) This dissertation provides a more systematic framework for
analyzing the mechanism of networked growth. The framework can
be characterized by “network-network resource-firm growth” . Lots
of attentions have been paid to the mechanism of organic. growth and

acquired growth in previous researches. But the framework for the
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mechanism of networked growth analysis is still not formed. In this
study, firm is viewed as one of network nodes and the concept of
network resource is introduced. Network resource was created by
the linkage and interaction of network nodes. This concept was not
accepted in the rtesource-based theory. This work points out that
network resource can influence firm growth through influencing the
resource, chance, aspiration and pressure of firm growth. To some
extent, this work is distinct to the previous researches that was
mainly focused on firm’s internal and external resources and pro-
vides one new insight for firm growth study.

(2) This dissertation reveals the specific relationships between
the local networks’ characteristics and firm growth based on the
survey data in China. After integrating the thoughts from theories of
firm growth, industrial clusters and socioeconomic network, this
empirical analysis identify the network characteristics that do influ-
ence the growth of clustered firm. For example, to close to the cen-
ter of local networks, intensify and prolong the local relations can
contribute to firm growth. By contrast, the range of first-order net-
work or the duration of second-order relations is negatively correla-
ted with firm growth in China. Some of these conclusions are dis-
tinct to the resulis of researches sampled in other countries. We
hope this work is valuable for further research.

(3) This dissertation firstly constructs a theoretical framework
for analyzing the mechanism of networked growth of clustered firm.
The framework can be characterized by “local networks’ character-
istics- competitive advantages of clustered firm ~firm growth” . Pre-
vious researches focused on the direct relationships between the lo-
cal networks’ characteristics and firm growth, and ignored their in-.

direct relationships to a certain extent. The results indicate that lo-
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cal networks’ characteristics can influence firm growth through in-
fluencing the competitive advantages of clustered firm. It suggests
that our framework is supported by empirical results and valid to an-
alyze the growth of clustered firm.

(4) This dissertation identifies the main factors influencing the
formation and development of local networks. Some attention was
paid to identify the factors that correlate with the formation and de-
velopment of local networks in foreign countries, but little was paid
in China. To provide more guides for firm growth management, this
dissertation seek to understand what factors determine the formation
and development of local networks, these factors include entrepre-
neur individual factors and firm level factors. Our results show some
difference of previous the results of researches targeted firms in
some foreign countries. We hope this work is helpful to establish a
fundamental understanding of the forming and development of local
networks in China.

It is within recent 20 years that the model of networked growth
of clustered firm and relative researches were springing up. And its
theoretical framework and methodology are still evolving. For the
restriction of data, time and ability of author, there are still some
limitations in this dissertation. Further research may attach great
importance to provide a perfect theoretical framework for this emer-
ging topic, and compare the difference of firm behaviors in high-
tech industrial clusters and traditional manufacturing industrial clus-
ters, etc.

Keywords: clustered firm, local networks, networked growth,

network characteristics
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