ID&T's Network
ID&T's Network: a source of life or the cage that imprisons it?

1. INTRODUCTION
Over the years several forms of organizations have emerged. First, the functional organization appeared in the late nineteenth century. Second, the divisional organization arose and its divisions operated as independent companies, producing and marketing products to their own customers. The third organizational form is the matrix. It showed a combination of both functional and divisional forms. This form established an effective use of specialization and adaption of new products and project demands. Lastly, the network arose and it resulted in companies that downsized to their core-competence. Plans, schedules and transfer prices to coordinate internal units are replaced by contracts and exchange agreements to link external components into various types of network structures.

Networks differ in comparison to older organizational structures. Instead of providing a complete product or service, it uses collective assets of several companies. The companies in networks don't make use of arm's length relationships but they share information, cooperate, and customize their product or service to maintain their position in the network. Participants in networks are also expected to play a proactive role. This is expected to result in an improved product or service. Networks are also more based on cooperation and mutual shareholding, similar to the Keiretsu in Japan.

The creation of networks can also be seen in the Dutch Dance Industry. ID&T, the Dutch market leader, has formed a network to achieve its goals. ID&T is specialized in organizing enormous dance events like Sensation and Mysteryland. These events require a lot of resources and activities of both ID&T and its network.

It is estimated that the Dutch dance events generate over half a billion Euros annually. These events also create a lot of secondary cash flows and several smaller companies depend on them. This makes ID&T and its network economically relevant, and interesting for further research. Furthermore, the network has led to more opportunities but, in some cases, also to constraints for ID&T itself. Both effects will be further explored in the following parts.
1.2 Goal and Research Question
This paper advances on the relationships that form the network and, in particular, the positive and negative effects. Networks can be viewed upon as connected relationships between companies. Dyer and Singh (1998) refer to this as interfirm linkages and they state that the (dis)advantages of an individual company are linked to the network of relationships in which the company is embedded.

The social network analysis focuses on the interorganizational behavior and the interdependence that it creates. It also sheds light on the combination and the flow of resources through the network. Both the social network analysis and the interorganizational relationships show how the interdependence between actors influence their opportunities and how they constrain each other.

Several studies have shown that interorganizational relationships enable companies to attain resources, build competitive capabilities and increase profitability. However, they also include risks, like the danger that is associated with institutionalization of past practices. The following parts will elaborate on both positive and negative effects that are the result of interorganizational relationships and the behavior that derives from it. An integrative approach will be used to describe the effects of interorganzational relationships on the focal company. Different effects have been studied but these have developed into separate bodies. This has resulted into overlapping literature with sometimes different outcomes. This paper uses the work of these different studies with the aim to integrate the different effects. Subsequently, these effects will be empirically explored by a case study.

All the effects can have a negative or positive influence on ID&T but they don't necassarly contribute to ID&T's competitive (dis)adavantage which is essential for survival in the future. Therefore, a further explanation will elaborate on which effects can be assocaited with a competitive (dis)advantage. One main question which is divided into three sub questions is derived from this goal.

1. Which effects of ID&T's network affect the competitive (dis)advantage of ID&T?
A. What are the positive effects of ID&T's network?
B. What are the negative effects of ID&T's network?
C. Which effects contribute to the competitive (dis)advantage of ID&T?
1.3 Organization of this Paper
First, the method of analysis is given and it explains how a specific actor is analyzed. Second, the current state of the literature about the effects of networks will be explored and integrated. Both positive and negative effects will be discussed.

Third, the research design will be presented. The research method will explain how the main question will be answered and how the data are analyzed. Lastly, the case study will be given. Meaning that the explored theory will be applied to ID&T's network to answer the main question.
2. NETWORK ANALYSIS
The aim is to determine the effects of ID&T's network on ID&T itself. Therefore, the network needs to be analysed. The analysis consists of a description of the actor, its activities and its resources. The actor can be a firm but also an individual. The actor performs and controls activities but it also decides which resources it will use. The actor and the focal company are linked by their relationship which will also be subject of the analysis.

After the description of the actor, the activities will be described. Activities occur when the actor and the focal company combine, develop, exchange or create resources by utilisation of other resources.The activities can only be done with resources. Companies can acquire advantages by controlling important resources. The description of the resources gives more insight into which role resources play for the focal company. It also shows which resources are vital and create dependence (Hakansson & Gadde, 1993).

By giving a summary of each actor, its activities and its resources, it will be possible to determine the effect that the actor has on the focal company. The effects are divided into positive and negative effects. Positive effects are further divided into knowledge, resources, control and adaption.
3. POSITIVE EFFECTS OF THE NETWORK
The following parts will discuss all four positive effects. All the effects are the result of interaction between the actor and the focal company. Some effects can lead to a competitive advantage, other are beneficial in some way.
3.1 Knowledge
Knowledge refers to information and know-how. Know-how is hard to codify and is usually complex. On the other hand, information is easily codifiable knowledge that can be transferred without the loss of quality and integrity (Grant, 1996).

Several studies have shown how collaboration among companies leads to organizational learning. Learning takes place in the form of knowledge sharing and transfer. Knowledge can come from direct ties when the focal firm actively collaborates (Gulati & Garguilo, 1999). Companies can create even more knowledge when they develop interfirm knowledge-sharing routines. These routines are institutionalized interfirm processes that are purposefully designed to facilitate knowledge exchanges between partners (Dyer & Singh, 1998).

But knowledge can also be gained through a firm's linkage. Meaning that a company can access the knowledge held by his partners but also the knowledge of its partners' partners (Pillai, 2006). Especially, because experiences gained with regard to one relationship can often be generalized to other relationships. These newly acquired ideas and information can result in performance-enhancing technology and innovations (Hakansson & Johansson, 2001).

New partners in a network often grant access to new, unique information. They are often considered to be weak ties but firms are likely to seek out such ties because the new, unique information can be used to address issues that the firm has been unable to address effectively with their existing sources of information. Consequently, the new information can be used to reduce firm-specific uncertainty (Beckman, Haunschild & Philips, 2004).

Nahapiet and Ghoshal (1998) state that the sharing of ideas with innovative companies is more likely to generate new knowledge, instead of merely exchanging existing information. Companies can learn and create more when a partner company is more innovative. Those ties enables a companies to replicate innovations or to generate insightful ideas. New ideas and innovations can be used to complement and improve their own services or products which improves their performance (Johanson & Mattsson, 1987).

Information is also quintessential as a input for strategy and a facilitator of a first-mover advantage. The network of a company leads to a larger volume and a better quality of information (Haunschild, 1993). Thus, a company can access more information than it can access alone. The information is also bound to be accessed earlier and to be filtered. The network filters information by directing, concentrating and legitimizing information. By doing this, the network functions as a reference for the focal company (Burt, 1992).

Capturing information of current and potential partners can aid to effectively design the network of a company. The creation of formal and informal communication channels among managers within a organization can promote the sharing of opportunities and the identification of constraints among business partners. Business partners are also an important source of new market opportunities (Eng, 2008).
3.2 Resources
Networks lead to the access to more resources than what a firm can access individually. Galaskiewicz (1979) has shown that organizational power is not so much a function of its direct control of resources but it is represented by the set of resources that actors can mobilize through their existing set of social relationships.

The collaboration between partners leads to organizational capacities through the pooling and transfer of resources. Resources are gained by direct transfer of assets, sharing of key equipment, intellectual property, or personnel, and the transfer of organizational knowledge. The acquired resources are needed to survive in a highly competitive environment (Hardy, Philips & Lawrence, 2003). Especially, when resources lead to capacities that are distinct they can add value because they are distinct from its competitors and difficult to imitate. Dyer and Singh (1998) also state the importance of these resources. Of course companies can figure out what generates the returns but they cannot quickly replicate the resources. Competitors cannot access the partners' capabilities because they are often intangible.

The combination of resources leads to a synergetic effect whereby the combined resources are more valuable, rare and difficult to imitate then they have been before they were combined. Thus, the synergy produces a stronger competitive position than those achievable by companies operating individually. The combination and customization of resources in different ways can create three kinds of synergies. These different resource combinations require different levels of coordination between companies and have different outcomes.

First, companies can create modular synergies when the resources are managed independently. This occurs when both companies profit from the decision of a customer. For example, when a customer buys a product and receives a discount for another product. Second, sequential synergies are derived when one company completes its task and passes on the results to a partner to do its bits. This means that the resources are sequentially interdependent. Third, companies can have reciprocal synergies by working together and executing tasks through knowledge sharing processes. Resources are not only combined but also customized to make them reciprocally interdependent (Dyer, Kale & Singh, 2004).

The access to and the combination of resources can result in a competitive advantage for business partners in a network. Especially, valuable resource matter because other common resource are tradeable or can be acquired through the market. These valuable resources are often not observable but also reside in the corporate culture and the network of employee relations. Direct access to resource is of the greatest importance in networks but knowledge about resources can be of great benefit as well. This knowledge may aid companies to determine and complement advantages in the industry and help companies make decisions with respect to relationship strategies or development (Eng, 2008).

The positive strategic effect enhances the competitive advantage through the sharing of resources but also through the sharing of other activities. For example, by securing access to scarce assets. The access to external capabilities and resources also enables companies to exploit their internal capabilities even better. The network allows companies to focus on their core competencies and shift non-core activities to external alters. This enhances performance and flexibility (Press, 2008).
3.3 Control
Control equals influence and gives greater access to information and resources. Control is derived from the position a company has in a network. Within a network, nodal points often control the flow of critical resources and information but also shape the meanings attached to these resources (Hardy et al, 2003).

Centrality in a network also grants access to the best partners. Because of the resource and information benefits, companies can identify them more easily. Some partners can sometimes play a unique role by actively connecting companies (Ozcan & Eisenhardt, 2009). Again, the network functions as a filter and tries to select only the best partners (Parise & Cashere, 2003).

When the distribution of power is unequal, collaboration can be used to protect organizational interests. For example, more powerful stakeholders may force collaboration on weaker players to control them. Or they can cooperate with other powerful allies to prevent opponents from entering their field or domain. This means that companies must collaborate to protect their own position and change the position of others (Hardy et al, 2003). Ozcan and Eisenhardt (2009) also refer to these benefits and he states that strong ties can block competitors from gaining or strengthening ties. By doing this, companies can secure their position and enforce better terms with other companies.

Strengthening ties can be crucial, but forming new ones can be important as well. Sometimes companies broaden their network as an attempt to maintain or regain legitimacy. Establishing new relationships can signal to the rest of the network that firm-specific issues are being recognized and dealt with. Investors may begin to speculate when they suspect that the company is having problems, which can enlarge the problems even more. To restore confidence and demonstrate firm competence, firms may establish new relationships (Beckman et al, 2004).
3.4 Adaption
Adaption occurs in two different ways. First, network adaption means that the strategy is adjusted to enhance complementarities with partners. Network's links or ties require a communication process which creates adaptions in attitudes and knowledge of the parties. Eventually this results in a mutual orientation which is manifested in a common language regarding specific issues like business ethics. Mutual adaption also builds trust and enables further adaption to take place (Beverland, 2005).

Companies actively adapt their activities to each other which raises their complementary. This pushes the network towards a maximally beneficial condition which is hard to imitate because it is also the result of a unique position. Evidently, this enhances the competitive advantage of a company (Pillai, 2006).

Second, strategic adaption refers to the way a company can respond to environmental discontinuities. The network enables companies to adapt faster by promoting solutions to new discontinuities. A company can imitate changes that are previously implemented by network partners. Companies are also more motivated to implement changes because they are familiar with the consequences. Costs and risks have been explored by partners in the network which makes the implementation safer. Thus, the strategic adaption enhances the competitiveness of a company by learning of examples and the risk-free implementation (Kraatz, 1998).

The market and the network itself also forces companies to develop flexible forms and strategies because they are continuously changing. Especially, clients demand value for their money but their taste is changing by the minute. The relationships in a network generate information that can be used to adjust to all of these changes (Beverland, 2005).

Although the network can enable a company to adapt faster to environmental discontinuities, the response to changes is determined by the adaptive ability of the firm. Firms that are unable to ‘exploit' current relationships in dynamic markets may be unable to learn and, in this case, environmental changes can cause major changes in relationships (Pillai, 2006). Another study (Kraatz, 1998) has shown that companies that are motivated to learn from each other are likely to have long-term continual relationship, which in turn, encourages companies to collaborate more closely in dynamic market.
4. NEGATIVE EFFECTS OF THE NETWORK
The growth of networks has made it increasingly difficult for executives to manage a diverse array of partners. This diverse set of business relationships has created a tangled web of interdependent alliances. This diversity offers access to knowledge and resources. Furthermore, it can improve adaption and control. But it can also have a negative impact on certain relationships. These constraining interdependencies can occur when

- partners are members of competing collaborative networks
- partners are strong rivals in an industry
- partners promote competing technologies or infrastructures
- one relationship exhibits such high exclusivity that is prevents you from working effectively with other partners

Strong rivalry can lead to an unwillingness to share product, customer and market information, or new business opportunities. Working with the market leader can also lead to constraints, especially when the market leader insists on exclusivity or other arrangements that negatively impact collaboration with others. For example, sometimes a market leader can take the majority of a partners' resources which leaves other partners dissatisfied. These constraints lead to distrust, lower transparency and decreased commitment to the relationship (Zaheer & Bell, 2005).

To counter these negative influences, companies often form alliances which are sometimes separate entities in the form of a joint venture. Although, there are certain benefits, alliances can be hard to manage or unstable. Especially, when companies want to generate new businesses, they want a certain level of stability (Teng, 2007).

Companies also face the risk of losing significant knowledge and therefore need to protect their distinctive competencies. Collaboration in a network can be perfect for reducing the risk of innovation but enlarges the risk of losing distinctive competencies. Companies can show opportunistic behaviour and use the knowledge to their benefits (Teng, 2007). This can sometimes result in a partner that has gained enough specialized knowledge to become future competitor (Dyer & Singh, 1998).

To create a certain level of trust among network partners, companies can invest in the relationships by customizing their resources or assets. But these investments can lead to overspecialization or over dedication which is often incremental and can therefore go unnoticed. This will result in the inability to compete in other markets. Overspecialization can limit learning and technological expertise because partners don't maintain relationships outside relationships. Innovations and adaptive skills deter faster because of these limitations. This overspecialization increases the risk of becoming a firm without clearly defined boundaries. Companies are then no longer able to make a clear contribution to the network. To achieve this once again, a company needs to occupy a wide enough segment to be able to test and protect the value of their contribution (Miles & Snow, 1992). The collaboration with a wide array of partner and occupation of a wide enough segment can prevent that a company becomes over reliant on a few relationships. This overreliance can lead to forgone opportunities and competitive threats (Beverland, 2005).

Companies also seek protection by excessive concerns for secrecy, heavy emphasis on legalism in contractual relation or preferential relationships with particular partners. These actions are meant to allow the new partner a competitive advantage over those companies that are not included. Such protection measures constrain the strength of a network because it limits its ability to efficiently allocate members. Meaning that they can be uncoupled and recoupled with minimum costs and minimum loss of time (Zaheer et al, 2005).

Contracts between the partners in a network acts as safeguards for opportunistic behaviour but informal safeguards, like trust and reputation, have the greatest potential to generate benefits for the partners. But these informal safeguards take substantial time to develop, because they require a history of interactions and personal ties. And they are subject to the ‘paradox of trust', which means that that although trust establishes norms and expectations about appropriate behaviour, lowering the perception of risk in the exchange, it provides the opportunity for abuse through opportunism (Granovetter, 1985). The time that is needed to develop these informal safeguards is also costly because they take time and effort to develop but also because it constrains the firms' possibilities to interact with other companies (Johanson et al, 1987).

The investments in relationships evidently leads to more involvement. Involvement and close cooperation are valuable but companies sometimes find themselves managing the business of a partner. This constrains creativity and the independence of the other companies which, as a result, limits the full benefit that a partners can offer (Teng, 2007).

Finding the right partners and recognizing the potential value of the combined resources can also be difficult. Potential partners normally don't posses perfect information and this makes it hard to calculate the value of different resource combinations. If the different parties would have perfect information, they would simply have to ally with the partner who would generate the greatest combined value. However, it is very costly and difficult to place a value on the complementary resources of potential partners. And sometimes this leaves a company with the wrong partners which can lead to costly and time consuming matters. The quality and value of the resources controlled or possessed by partners establish an upper bound to the value of the focal company. So when a company, by accident, establishes ties with a ‘resource poor company', it also limits it own performance (Zaheer et al, 2005).

According to Hakansson and Ford(2002), this is not only the case with weak ties but also with strong ties. These strong relationships are essential for a firm's survival but in a well developed network they also force the firm into current ways of operating and restrict the ability to change. Although the relationship can enable adaption to the market, they can also diminish market focused adaptively over time. Adaptavity is especially diminished in complex networks and can create negative effects because it is difficult to quickly implement changes within multiple complementary relationships. Changes in one relationship may effect other relationships as well and therefore companies can be reluctant to implement these changes which, in return, deters the ability to adapt. Paradoxically, the network functions like as a source of life and as the cage that imprisons it.

Networks and their interfirm relationship can be very useful for implementing new solutions for new problems because the networks functions like a filter. But sometimes there are also risks and dangers associated with the implementation of past competitive practices. Some studies refer to this as ‘the success breeds failure syndrome' whereby companies implement successful past practices despite the changes that are taking place in the market which make these practices obsolete (Beverland, 2005).

After the explanation of all the effects of the network, the following model can be stated. The collaboration between ID&T and its partners can have five different effects on ID&T itself. After the discription of the partners and the effects they cause, it will be possible to determine whether they affect the competitive (dis)advantage of ID&T. Therefore, it will indicate which partners are a source of life and which ones act like a cage that imprisons it.
5. RESEARCH DESIGN
To answer the main question, a qualitative study of ID&T's network will be executed. The use of qualitative data will provide rich data which can facilitate the application of the theory. In this paper, all the qualitative data will concern ID&T and its network.

Data will be collected by conducting an interview with J. van der Wel. She functions as the primary source of data. Mrs. v/d Wel has been working at ID&T for over two years now and is active in the Human Resource Department of ID&T. Starting of as the personal assistant of the director, she got to know every aspect of the company. Furthermore, she has been responsible for the creative aspects of several events.

A semi-structured interview is used because some fields of information are known and some are still unexplored. This way of interviewing is very useful for guiding the interviewee through several topics, but it also allows the interviewee to choose her own answers (Cooper & Schindler, 2006). The chosen topics are deducted from the previous described theory.

Internet is used as a secondary source of data. This information provides extra background information but can also be used to interpret or discuss the information that is given by Mrs. v/d Wel.

Subsequently, the data analysis will take place. The interviewee provides the necessary information about ID&T's network and each relationship will be described. Each relationship will be described by resources, activities and how it effects ID&T. Eventually, a conclusion can be given about the effect of ID&T's network on ID&T and if it affects its competitive (dis)advantage.

The data is gained from one interview is can be considered to be relatively small. Due to this small set of data, no datamatrix is used. The outcome of the interview is presented in a verbatim in the appendix whereupon the link between the effects and the competitive (dis)advantage is inducted from this same information.
6. CASESTUDY
ID&T started of in 1992 with “The Final Exam” in the Utrecht Jaarbeurshallen. They were the first in the world to organise a dance event on such scale. The company expanded their dance events with events like Thunderdome, Mysterland and Sensation. Over the years, ID&T started to differentiate their activities to create a broad integrated media platform with music as a connecting factor. They started a magazine, radiostation, two restaurants, recordlabel and a beachclub. Stutterheim, the owner, stated that these activities evolved into a complex situation. A fallback in ticket sales and unprofitable activities had almost led to the bankruptcy of ID&T. Nowadays, ID&T is back at its core-business: organising dance events. Together with the renewed focus, the company has also iniated to expand abroad.

ID&T started in 2000 with Sensation and it used to be divided into two genres. Now, it's downsized to one genre or interconnected genres. Sensation is the leading dance event in the world and ID&T wants to expand the concept to over 20 countries. Thus far, it took place in countries like Belgium, Germany, Spain, Australia, Poland and Russia (Boswijk, 2008).

Together with ID&T, its environment changed as well. Dance events used to generate guaranteed profits and attracted a lot of visitors. Since the beginning of the twenty-first century, there has been a downfall in ticket sales. Some dance events weren't sold-out or even had to be cancelled. Entry fees have been lowered and costs have been increasing. DJs, VJs, stages, security and safety matters have all been contributing to the increasing costs and the complexity of dance events. The number of dance events have also been growing and this has led to saturation. Several dance events take place on one day and consumers have an abundant choice.

Technological development have also influenced the dance scene. Consumers are used to using the internet and other forms of communication. For example, visitors of dance events can buy their tickets on-line or download live sets of their favourite Dj's. These development alternate at a high pace and ID&T must keep up to survive.

Consumers also demand quality, luxury, prestige and a memorable experience. They are now, more than ever, in search for dance event that add value to their lives. Consumer want to hear dj's play but they want a spectacle as well. This experience is more valuable than a commodity, product or service and requires a new way of doing business (Boswijk, 2008).

To cope with these environmental and organizational changes, ID&T has formed a network with different partners. These partners help ID&T to implement their strategy but they also proactively collaborate and add value. Evidently, these partners have positive effects but they can also have negative effects. The following parts will elaborate on both aspects.
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