Action Southwest

Business Networks Coalition

HOW TO NETWORK BOOK




harnessing the power of PartNErshiPs ..o i 5
ADOUL The ASBINC ..ottt st te s s b e be s st e sbeebeeneesbeete s 6
the hOW t0 NEEWOIK DOOK .......oiuiiiiiece e 7
the self evaluation WOrkDOOK ..........ccoiiiiii s 8
section 1
introduction to StrategiC allianCeS ..........ccoiveie i 9
SUIMIMAIY .tttk etttk etk e ekt e ek et e ek et e e bbb e e R b e e oAb e e e oAb e e e £ Ak e e e eab et e ehbe e e eab e e e nsbe e e anbeeennneeea 9
What IS 8 DUSINESS NEIWOIK? ... e 9
LTV =1 Y0 2SS 9
characteristics Of @ DUSINESS NEIWOIK .........cciiiiiiiiieie it 10
What dO NEEWOIKS 0O ... ettt b e sr e e sbe et sbe e b 10
WRY NEIWOTK NOW? ...ttt ettt e e st et e e s e ste e teen e e steeeeeneesraenteaneesnaeeeas 11
the CanAIAN CONTEXE ....oiuiiiiiie ettt sttt b et e et e be e b e e nbesreeneeenee e 11
facts about Canadian BUSINESS NEIWOIKS ........cceiiiiiiiiiiieie et 12
how can ASBNC support your strategiC allianCe? ........ccccvveveiieiiere e 13
DUSINESS NETWOIK QUVISOIS ....viiiiiiiieitieie ettt sttt nes 13
the INLErNAtIONAL SCENE .....ooiiie ettt sttt b e sre e ee s 13
section 2
buUSiNESS NETWOIK COOPEIALION ........ccveiieiieie e re e e neenns 15
SUMIMIATY ettt ettt e 4 e st e e o s £ o4 4R b b e e 4 e bR e e e 4R bbbt e e e bbb e e e ab b e e e e s s n e e e s e nnne e e s 15
LT ol0] g Tot=Y o1 ) 0T ] 1= LA o] SRS 15
creating INtereSt iN COOPEIAtION ......oiiiiiiie ettt sttt be et neesreeneeenee e 15
trends that favour COOPEIatioN .........ccoveiiiie e ee e 16
the Denefits Of COOPEIALION ........cooiiiiiiei e 17
Y= S0 ot Te] o< - U1 o] o ISR 18
PUICNASTNG .ttt sttt sttt se e b e e be s st e s be e be e st e nbe e teeneesbeenba s 18
ProducCt AEVEIOPIMENT ..ot e e e ae e e sraesteeneesneeee s 18
MATKETING oottt ettt e bt e bt s st e sb e e besseesbeebe e st e nbeebeeneesbeenbe s 18
human resources deVEIOPMENT ........voiiieieee et ae s 18
Q100 1ot o] o USRS PRTR TR 18
l0gistics and diStIIDULION ......ccviiieiiee e 18
administration/management development, traiNiNg .......c.ccooceriiieenieniesee e 18
international trade and EXPOIT .......cccveueiiiiieie e 18
section 3
business NEtWOrKiNg MOEIS ........ccooiiiiiiie e 19
SUIMIMAIY 1.ttt ettt ettt ettt et e asb e e e bt e ekt e ekt e e e b b e e e ke e e e ab et e ea ket eeRb e e ea ke e e nnbe e e nbb e e e nnbe e e nnneeenne s 19
competing in a changing MArKet .........cooiiiiiiiie e e 19
making the NEtWOrKiNg AECISION ......ccviiieiieie e ra e nes 19
ASBNC How To Network Book Page 2




StrategiC reasons t0 NEIWOIK ........cueiiiiicice e e 20

NELWOIKING MOEIS ...ttt b et ns 21
functional DUSINESS NEEWOIKS .......oueiiiiiiiie e 22
SEPUCTUIING YOUF NEEWOTK ... ettt sttt sreente s e 23
section 4

Making the NEtWOrKiNG AECISION .........ccieiieie e raeee e nes 24
SUIMIMAIY .ttt etttk ekt e ekt e ek bt e £k et e 4 b b e e e be e e 4R e e o4 s b e e e eabe e e e ab et e e a b e e e e sb e e e nab e e e nnne e e nnne s 24
SEFALEQIC ANAIYSIS .vveuvieiieiiieie ettt e e e e ae et e neenre et e ne e reenaeene e reenne e 25
NEWOIKING EXPECTALIONS ....eeiieiiiitiiitiete ettt sttt e b beebe b e be e e e sneenns 26
COPPOTALE VAIUEBS .....veeieeeie ittt ettt ettt e et et e st e s aeete e s e nneeteeneeeneebeenaenneeneeenne e 26
COMPELITIVE STTUALION ...ttt sttt b et et e ne e b et e e s e sre e e e enee e 27
SWOT GNAIYSIS .vvevieiresieitiesie et e ste e e e e e e st e ta e te e e e s teesteeseesseeaeaseesaaesseassesseeseaneenseesennee e 27
the 0Ne-Page DUSINESS PIAN .......oiiiie e 28
SUCCESS TACTOIS ...ttt ettt b e bbbt b bttt e bbb b bbb e neenes 29
networking traps and PItfallS ..o 30
section 5

SEEKING the FIgNT PAITNET ....c.ooiiee e re e e 31
SUIMIMAIY ..ttt etttk ekt ekt e ek bt e £k et e 4R b e e £ be e e £ AR e e o4 AR e e e oAb e e e e a b e e e ea b e e e emb e e e nnb e e e nnbeeennneas 31
the SEArCH TOF PAITNEIS .......cviiie ettt e e e e beenaesneesreenee e 31
Preparing to FING PAMNEIS ..ottt e et bt eeeenneenns 32
(0 [oY =] [o] o T To =T L o 1 =T - PSSR 33
identifying and ranking CaNAIALES ..........cocveiiiiiiiiie e 33
=] Lot Lo oL 1T £ SS 34
0170 (o [T g I T T=T oo SRR 34
PEISONAI CNEIMISIIY ...ttt e st e e e s re e teeeeeneesraeneeeneennes 35
INTErNAl COMMITMENT ..ottt et se e sreesbesneenne e b 35
(010 00T 0 SRR 35
(0103 Tod [1E5] o] ISP RR 35
section 6

FOrming the @llIANCE .......ooviiie e re e 36
SUIMIMAIY .ttt ettt etttk ekt ekt e ekt e £k et e 4R b e e £ be e e 4R e e o4 A b e e e e ab e e e ea b et e na b e e e amb e e e nab e e e nnneeennneas 36
Clarifying relatioNSNIPS .....oiveice e 36
SUIVEYING PAIMNEIS TESOUITES  ..uveeueeiseiteesteaseesteestesseesseesaesseesseessessesssesssessesssesssessesssesnsessesssessenns 38
Prioritizing areas 0f COOPEIALION ..........cccveiierieiie e se e e e e e ee e s e e e eneenes 39
NEGOLIAtING YOUF AHHANCE ....oiiiiiieie ettt b et neenes 40
CONTHCE FESOIULION ...ttt b bbbt 41
the TELEEr OF INTENT .....oeeie ettt re e e e s e 41
building good relatioNSNIPS .......ociiiieece e 42
ProfESSIONAL PrACTICES ...uviitiiiieii ettt bttt b et e st e et b et e e e e nneenes 43
drawing up the DUSINESS PIAN .....ccveiiiee e 44

ASBNC How To Network Book Page 3




section 7

launching the BUSINESS NEIWOIK .........coiiiiiieie e 46
SUIMIMAIY 1.ttt e ittt ettt e b e e bt e ekt e e e kbt e ek b e e e abe e e ookt e e a ke e eRb e e e na b e e e nn bt e e nnb e e e nbbe e e nnn e e e nne s 46
Y0 ] =L (] o USSR 46
Managing Size AIfFEIENCES ......ccvi i ra e e nes 47
PIOECTING BSSELS ...viiieetieitie ettt sttt ettt sttt et e st et e bt e st e e s te s b e e b e et e sbeesbeenbeebeesbeeneeaneenrs 47
Managing NEtWOIK CRANGE ....ocieiie et e e e e e e naenns 47
Network growth and OWNEISRIP ....eoiviiiiiie e 48
tE TEAINING PIOCESS ..evviiiieiietie st et ete e e te et e e e et e e et e e s e s teesteeseesaeessesseenteenseaseesseeneenneenreenee e 48
NEWOIK dElIVErabIES ... et 48
NETWOTK TEIMINALION ...ttt ettt bbb sbe st beereeneas 48
TErMINATION STFALEGIES ...oviiiiieie ettt ettt ettt et e b e be e esre e beenee e 49
ASBNC Program PRASES ......ccueiieiieeieiieieeieseesieesteseesaesstesseeseeaseesseesesseesseesesseesseesesseesseensenns 49
section 8
WOPKSNEET SEIIES ...ttt ettt ettt e et e e se e sbeenbe s st e sbeenbe s 51
SWOT NAIYSIS  .vveveeiiesiesiiesie ettt te s e et et e e e sa e te e te e st e s aeeteaseesaeeseensessaeseeneenneeeeenee e 51
SWOT analysiS WOIKSNEEL..........eoiiiieiiieee et 52
[OF L et gET=] [=Tod 1T o RSSO 53
Checklist Tor Partner SEIECION .........covi i 54
NEGotiating YOUF @lHHANCE ....ccueeiecie et e et e e eenaenns 55
negotiating your alliance CheCKIIST...........ooiiiiii e 56
[ELtEr OF INTENT ISSUBS  ....eiietiitieiei bbbttt ettt bt beene e 57
letter Of INtent ISSUES CRECKIIST .......cc.ooiiii e 58
YOUF DUSINESS PIAN ...ttt e st et e e e s teeaeeneesraesteaneesnaennaas 59
the 0Ne-Page DUSINESS PIAN........oiiiiie e s 60
CreatiVe thINKING ...ccvereie ettt e e e et e e s e s ne e aeenaenreeneeenee e 61
DIOCKS t0 Creative thiNKING .......cc.oiiiiieiiieee et 62
GENEIALING NEW TUBAS ...vviveeveeieeiesiesie et e e e e et et a e e e st e et e e s e s aeeteaseesteeseeseesseeteeneenseenreenee e 63
thirteen rules for generating NEW 1dEAS .........voiveiiiieiiee e e 64
section 9
1 0] 0 1=] o |3 SRR 65
six golden rules of successful bUSINESS NEIWOIKS .........cceieiiieiiiiiieeie e 65
items in the ASBNC Self-help to0] Kit .......c.coviieiieie e 66
SOME ANSWENS t0 YOUF QUESTIONS ...vvevierieiiie i sttt siee ettt be e se et e e et sbesbesneereaneenes 67
NEtWOrKING defINITIONS ...ocveeiieie e ra e e naenns 68

ASBNC How To Network Book Page 4




harnessing the power of
partnerships

introduction to strategic alliances

Strategic alliances are fast becoming a key business tool for small and medium-sized companies
working together to boost their bottom line. These alliances are flexible, can take many forms,
and are used to achieve specific short or long-term business objectives.

Whether you re seeking new markets overseas or looking for partners to share the cost and
expenses of sophisticated technology, a successful alliance can offer that extra edge in an
increasingly competitive world.

Establishing a strategic alliance can be as simple as getting together with partners to make bulk
purchases, or as complex as a long-term research and development program resulting in an
exported product or service. In other words, a strategic alliance allows firms to capitalize on
synergy, and focus on what they do best share risks, profits, and expand activities without
sacrificing their independence.

Today, business must face new and different hurdles. The removal of trade barriers, de-
regulation and globalization of markets can pose difficult challenges for smaller companies.
These economic shifts raise new questions about how to survive and grow at home and abroad.
New realities demand creative solutions.

Harnessing the power of partnerships could be the competitive strategy your company needs to
survive and thrive in the year 2005 and beyond.
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about the ASBNC

what is the Action Southwest Business Networks Coalition?

To help you harness the power of partnerships, the Action Southwest Business Networks
Coalition (ASBNC) was recently established made up of a broad range of leaders representing
rural municipalities, private sector businesses, federal and provincial government departments,
business development organizations and educational institutions from across the southwest
region of Saskatchewan.

Spearheaded by Action Swift Current, at the request of the business community, together Action
Swift Current and ASBNC will work to support the formation of strategic alliances among small
and medium sized businesses and foster a climate in which these networks can grow and
flourish.

At the request of small business organizations, the ASBNC was launched in late 2004 with
substantial financial support from Western Economic Diversification, Southwest Regional
Economic Development Authority, Cypress Hills Regional Economic Development Authority
and Canada Saskatchewan Career & Employment Services.

The ASBNC objective is to have established four business networks (strategic alliances)
involving the four key industry sectors of the region: energy, manufacturing, agribusiness, and
tourism, by the end of March 2005. The ASBNC vision is an environment conducive to
innovation and cluster development. To fulfill our objective and vision, we offer a program of
information, educational materials, advisory support and training incorporating the best features
already in place in Canada and around the globe.

ASBNC has one focus: to make strategic alliances both a practical tool and an achievable goal
for businesses across southwest Saskatchewan. It is our job to kick-start the process of alliances
and to help local business organizations carry on the practice.
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the how to network
book

an introduction

This How To Network Book is part of the self-help tool kit of the Action Southwest Business
Networks Coalition the ASBNC. It s designed to provide small and medium-sized business
owners and senior managers with a ready reference to the networking process, information on
how to get started, seeking partners, forming the alliance and actually implementing the
arrangement.

Organized into nine sections with extensive headings, the How To Network Book includes an
extensive appendix with reference lists, definitions, answers to your questions as well as an index
section. There is also a worksheet section where you can practice developing a SWOT analysis, a
one-page business plan to fill out, a partner selection check-off list, creative thinking tips, plus
the opportunity to complete other topics that will get you ready to network.

Designed to be readable and user-friendly, this book is obviously not the last word on business
networking. There are many more elaborate treatments of the subject matter, and our extensive
bibliography and materials list contains references on the subject and are available at your
request. We invite you to consult these other sources by contacting your local bookstores and
library.
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the self evaluation
workbook

about our companion document

A companion document to this How To Network Book is our Self Evaluation Workbook, also
part of the self-help tool kit of the Action Southwest Business Networks Coalition. The
workbook publication is designed to provide a sneak preview of the sort of questions, issues and
concerns that will be dealt with as you form and implement business networks or strategic
alliances.

Topics represent the issues and areas you and your potential partners would face at the outset.
Subjects cover such areas as success and failure factors, company values and areas of
cooperation, as well as topics like network operation and expectations. It s a sort of network
readiness guide.

The workbook is formatted in a series of worksheet spreads each topic begins with notations
and instructions on the left hand page while the page on the right contains the checklists, tables,
charts and lists to work on and prioritize. Many topic areas are related to getting a better
understanding of your own business, and what makes it tick better still, what makes you tick as
the owner or senior manager. Completing the workbook should also help you measure the value
of a strategic alliance for your company or enterprise in meeting your business objectives.

Both the workbook and the How to Network Book are designed to be used by new and potential
networkers before they negotiate their business alliance, by established business networkers who
may already operate successful alliances and by those who may decide to proceed without
ASBNC involvement.
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Introduction to strategic
alliances

summary

Take a new look at the companies in your community. Take a new look at your competitors, at
their strengths, and at your expertise and specialties. Ask yourself if there are things you should
be doing that you don t have the resources to do. Ask yourself how a business network could
make your company more profitable. Then, see if you can join forces with other like-minded
companies to help yourself and each other to reach specific objectives. These are the ways you
can become more competitive.

In this first section, we examine the concept of business networks, why they make sense today,
details on the organization established to promote them and highlights of an ambitious national
demonstration project by the Canadian Business Networks Coalition undertaken in 1993. We Il
look at the international story where many countries are much more advanced than Canada. The
trends, however, are turning in your favour as interesting statistics from a survey by the
Canadian Chamber of Commerce will prove.

what is a business network?

A business network is a group of three or more small and medium-sized enterprises (SMESs) that
decide to cooperate as a group in order to undertake projects, regionally, nationally, or globally,
that no member of the group could really do successfully by themselves.

In other words, a business network is a group of already successful businesses which cooperate
and collaborate to seek a new business opportunity. It involves cooperation among the
enterprises in order to undertake projects and also involves collaboration to achieve objectives
that each could not achieve acting independently.

Networks are not a new concept in the world of business. Indeed, for as long as there have been
businesses trying to make a profit, there have been cooperative efforts among firms to develop
joint products, share their expertise, provide valuable support and services to each other.

What is new, however, are some tools for you to use to design and implement a business network

it need not be a haphazard event. It can be carefully designed at the outset using a proven and
established process with the aid of trained business network advisors. And you can also get the
support of the Action Southwest Business Networks Coalition if your group qualifies.

why network?
There are many reasons why companies join forces in a business network:
to achieve advantages of scale, scope and speed
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to enhance their competitiveness in both domestic and international markets

to stimulate new business opportunities to innovate and commercialize new products and
services

to increase exports

to form new capital bases and create new businesses

to reduce costs.

characteristics of a business network
Even though no two networks are identical, business networks have a number of characteristics
in common.

Networks form because the members require solutions to shared business challenges and
opportunities. Once formed, the growth of a network will depend on how well it meets the
business needs of its members, and upon their long-term commitment to the alliance.

Networks are collaborative, bottom-up organizations. Unlike many other formal relationships
among businesses, networks are flexible and non-hierarchical with members sharing in decision-
making and the design and implementation of strategies.

Networks can vary in size, objectives and structure. Membership can range from fewer than five
members to more than one hundred. Objectives vary widely according to the needs of the
members. And the organizational structure may be very formal, or so informal as to be almost
nonexistent, or anywhere in between.

what do networks do?
The possibilities for inter-firm collaboration are as endless as the imagination. Here are some of
the projects commonly undertaken by business networks, falling into three broad categories:

1. input projects including:

joint purchasing staff training

joint financing research and development
sharing resources, skills and information identifying market opportunities
subcontractor and supplier linkages.

2. operations projects including:

joint processing joint manufacturing
technology transfer and diffusion global quality standards (TQM/1SO 9000)
cost reduction projects productivity improvement

world-class benchmarking.

3. output projects including:

innovation and design commercialization of new products or services
import substitution marketing
exporting problem solving.
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why network now?

Small and medium-sized enterprises (SMESs) are emerging as a significant force in the global
marketplace. New international trading agreements and the building of regional and world
trading blocks mean that small business must enhance their competitiveness if they are to survive
in both the global and domestic markets. Canadian SMEs, in order to remain competitive, need
to reorient their methods and operations and utilize new approaches, based on international best
practices. This is why cooperation and collaboration will be vital tools for survival in the
marketplace of the next century.

the Canadian context

Historically, within the entrepreneurial culture of Canada, and of the United States, small and
medium-sized businesses have tended to act independently. They have traditionally undertaken
projects alone and refrained from involving other companies.

There are a number of reasons for this independence. The primary reason is that, until now,
alliances have not been necessary for business to achieve their objectives. Other reasons include
lack of trust and poor communications, a shortage of information, possibly a lack of role models
and cultural conditioning.

This began changing in the late nineties, a number of successful Canadian business networks
were in place.

On the Prairies, a developed network of 95 Saskatchewan food and beverage processing
companies and 50 associate members within the Saskatchewan Food Processors Association.
Approximately 30% of the total number of food and beverage processing companies in
Saskatchewan belong to this association.

On the East Coast, 45 innkeepers operated the Atlantic Provinces Heritage Inns Association
which acts as a network to market these historic stopovers.

In Northwestern Ontario, a group of aboriginal-owned fishing camps and hunting lodges
operated a network to market their businesses in the United States, using cooperative trade shows
and videos.

In the Eastern Townships of Quebec, six golf courses and resorts formed a network to market
group tours for tourists from major Quebec, Ontario and Northern U.S. markets. As a result, they
realized a considerable increase in business.

In Southern Ontario, a group of metal fabricating firms formed a network to design, build and
market site redemption equipment for the North American environmental services market.

In the Ottawa area, 60 high-tech telecommunications and computer products manufacturing
companies operated the Manufacturing Managers Network. Their activities included cost
reduction strategies and local infrastructure development.
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In Northern Canada, several aboriginal-owned fishing co-operatives formed a network to sell
smoked fish to cities in southern Canada and the United States.

In Newfoundland, a group of home-based entrepreneurs in the knitting trade linked to a firm
which marketed their products nationally and internationally.

In Atlantic Canada, a privatized government geomatics service collaborated with several private-
sector firms to serve global markets.

facts about Canadian business networks
In the late nineties a national survey was conducted by the Canadian Chamber of Commerce that
discovered interesting statistics about the business networks already in place and operating in
Canada.

50% of networks involved 10 or more companies

72% were involved in marketing or export activities

42% were established in 1994 or later

50% were organized as associations or informal groups

36% were started with subsidies or tax credits

42% received some sort of government in-kind assistance

In 50% of cases, government or the Export Development Corporation played an advisory role

In 30% of cases, a network member played the advisor role.

The survey concluded that the time was right for a Canada-wide business networks strategy. And
a public/private-sector initiative dedicated to improving Canada s economic competitiveness by
developing alliances among small and medium-sized Canadian firms was formed, the Canadian
Business Networks Coalition.

For several years, business associations and Industry Canada have been tracking network
strategies undertaken in other countries to make small and medium sized enterprises more
competitive in the new global economy. These business network initiatives, implemented on a
large scale in Denmark and Norway, offered promising solutions to the challenges facing
Canadian SMEs.

In 1993, the federal government, together with several business associations, decided to develop
a business network initiative for Canada. The Canadian Business Networks Coalition
demonstration project was the outcome of three years of research and planning. This three year
project was funded by Industry Canada with support from the Canadian Chamber of Commerce,
and 63 other coalition members.

The objectives of the Canadian Business Networks Coalition and now the Action Southwest
Business Networks Coalition were and are;

1. to raise the awareness of small business enterprises (SMES) as to the benefits of strategic
alliances;

2. to establish a systematic approach for SMEs to implement these business networks;

3. to create grassroots competence and experience related to business networking;
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