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Abstract

The assertion that privine enterprises constitute a
major driver of natonal economic dévelopment
has been convincingly established. Tt has indied
been noted that economic duclupmeul 15 most
sustaimable when an economy is undergirded by
its own small- and medium-sized enterprises

(SMEs). as opposed to foreign-owned businesses-
as useful ns they are. Entréprencurs. that is, those
individunls who creste and run SMEs are much
revered because through their entreprencurial
activities, development benefits of job creation,
poverty reduction, innovation, as well as
improvements in productivity, national income
and living standards, among others, are unleashed
within national economies. Because of these
critical contributions, developed and developing
countrics alike strive to purlure dynamic SMFE
sectors, through various forms of support such as
financing. training, and many others, This paper
considers another approach 10 nurturing SMEs:
and this approach revolves round helping
entreprencurs appreciate the need for banding
together in various forms of inter-firm relations. In
other words, besides the usefulness ol institutional
assistance from the stale and external donors,
much growth comes from cooperative activities of
entrepreneurs themselves. This paper therefore
cons(ders the prospects, challenges and strategies
for improvements of inter-firm relations within
the Nigerian contexst,
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relations, networks. networking, business
associations: clusters, connections.
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Introduction
Entrepreneurship has been defined in various

wiys, For our present purposes, however, it
suffices to define this phenomenon as the
processes and aclivities connected with ¢renting,
owning and managing a business firm (Cairland,
Carland and Stewart, 2000). In the same vein,
those individuals who are al the helm of aflars in
these businesses are referred to as entreprencurs.
Formally defined, an entreprencur is that
individual who holds a majority interest in n
privately-owned business, one who actively
works in and manages that business, relying npon
it as a primary source of income (Carland ef al..

2000).

There has been much enthusiasm about nurturing
entreprencurship within national economies. and
rightly so too, considering the fact that the
business-formation activities of entreprencurs
constitute a major driver of national economic
development (United Nations. 1993) In
particular, indigenouslyv-owned, small- and
medium-sized enterprises (SMEs) havi g
between 10 and 199 workers (United Nutions
Development  Programme/Small and Medium
Enterprises Development Agency of Nigeria -
UNDPSMEDAN, 2007). have been pinpointed
as the bedrock of sustainable economic
development (Moy, Luk, Sheehan and
Sammapan, 2001 ). Their imporanece derives from
their contributions. in terms of employmen
creation, poverty reduction, infroduction of
innovations and so on (Inegbenchor, 2006), 1n an
attemplt o promole entrepreneurship, therctore,
researchers previously focused on identifying the
characteristics of suceessiul entreprencurs, with a
view 1o nurturing these traits in others through
training and by so doing, increasing the stock of
entreprencurs. Within this research perspeciive,-
entreprencurs were characterised as individuals
with high needs for autonomy, independence. and
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inclividualism, as well ps demonstrable creativity
or innovativeness. among other traits (Sexton and
Bownran-Uipion, 1991; Show and Conway, 2008
Stewnrt. Carland, Carland, Watson, and Sweo,
2005

More recent rescarch has however begun o
emphasise the remendous contributions of nter-
firm cooperative relations t entreprencurship and
by extrapolation, pational economic development
(Shasw et al, 2000y 1t is being said that
entreprencurs cannot be totlly individualistic;
rather., they must of necessity interact
cooperatively because no single one of them has
all the resources required for stating and/or
operating their businesses (Premaratne, 2001
Verhces and Meulenberg, 2004), Indeed, strong
inter-Mirm  relations have been implicated in the
industrinlisation and economic development of
the newly industrialising economies (NIEs) of
Fast Asin (Adenikinju, 2005; Onugu, 2005). By
contrasl, the relatively poor performance of
wdigenous African businesses has been partly
blamed on the inabibity of theirowner-managers to
develop necessary inter-firm relations
{ Britutigam, 1998). The objectives of this paper,
therefore, are; o explore the major forms of inter-
firm relations namely, networks, linkages,
alliances, and clusters: as well as the prospects and
strategies for improving nter-firm  relations
within the Nigerian context. The paper also
considers very tentatively the possitlity that the
concepls: 'connection' and 'arrangee’. which are
used in local Wigerian parlance to describe all
manner of intermediary activities, actually pertain
1o networkimng,

2. The Literature on Inter-Firm Relations

In the Jitermture on small business management,
four key concepts are emploved in describing
inter-firm  relations. and  they are networks,
linkages, allinnces, and clusters. A metwork has
been defined as a group of two or more firms
which have banded together o carry out some new
business that the members of the network could
not pursue independently due to constraints of
costs and economies of scale (Copp and vy,
2000y, Imer=firm  allionces are defined os
arrangements wherein two or more independent
firms cooperate 1o perform business activities.
Such cooperation may include the exchange of
goods or information; it may relate to technology,
products or resources (BarNir and Smith, 2002);
or take the form of licensing, joint ventures,
agreements and collaborations (Kellev and Rice,
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002, Clusters or andusteial disteicts are Joeal
agslomerations of physically contiguons
enterprises producing and selling a range of
complementary products within o particular
industrial sector or sub-sector (United Nations
Industrial Development Organisation
(UNIDOY), as cited in Tambunan, 2005: 139}
and they are themselves a form ol networks
(Briutigam, 1998).

As can be seen, there s much over-lap in
the definitions of these concepts. In fact, one of the
four conceptss networks- s frequently used in
deseribing all other forms of mter-firm relations
among small firms, including dadusieial disiriens
folustersy), support structures, and e personol
ceptacts ol small-business owner-managers
{Shaw et al., 2000; Premaratme, 2000 Brees and
Shah, 2006). Conseguently, a closer examination
ol nerworks as broadly defined will suffice forour
preseil purpase.

2.1 Networks and Networking: |he
concept of networks was developed by social
anthropologists as a construet for exploring and
understanding the social relationships between
socinl aotors (Shaw et al. 2000). Some writcrs
even study networks using a quantitative
approach. In the context of management. o
network has been defined as a group ol two or
maore firms that have handed togethier to carry Ot
some new business that the members of the
network could not pursue independently due o
constraints of costs and economies of scale (Copp
et al., 2001), It has also been conceived ol as the
composite of the relationships in which fioms are
embedded, which serve 1o link or connect them (o
the environment in which they exist and conduct
their businesses (Shaw el al., 2000). No single
business has all the resources required; mther,
necessary respurces are acquired from external
actors, including supplicrs, banks, government
agencies. relatives, and  friends (Premaratne,
2001; Verheesetal,, 2004),

Networks and Networking  Although the
concepts ‘nietworks' and "networking' tend to be
used interchangeably, there are slight nuances in
their meanings (Shaw et al, 2000) While
networks are as already defined. networking
refers tn “a supportive  system of  sharing
imtormation and services among individuals and
groups having o commen nterest”; and as
“making links from people we know o people
they know, in an organized way, for a specific
purpose (Fisher and Vilas, 2011: Ik




Networhing can alsobe viewed us the processof

developime and vsime comocts made m businesy
far purposes beyond the veason for the il
eomtact | bntrepreneurcone 200§

735, Typesof Networkes

Varous  podoweies ol networks have  Been
propresed. Une of the most recurnmg (ypologies in
the literature ¢lassities netw orks into infiirmal g
lormal awpeds fifevinal nefuworks pednin o
relotions with individoals sueh as Gumily, feiends.
collenpues, a5 well as inlbimal delationg widls
simnibar enterprises (Coppy el al, 2000: Neck,
Moevet, Cohen, and Corbett, 20045, While in tine
past. the social ties af Kinship. friendship, and
canpmunity thal are intrinsie (o indormal networks
were perceived ag leliers on economic growth,
thise ties are now recognised ag the moral nexos
that criable inlormal networks play the cconamic
tles ol redicing transaction costs, offering an
informal private mechanism of cconomie co-
ardination and om  the overall, facihlating
ttegration into the global economy (Meagher,

M) These roles are viewed as being of

mestimable value mothe contest of mstitutional
tatlure in Alrican  econbmies; amd even in
advanced countries with well-developed
institutional afrastructures, relation-based
goveranee vin sockl Cintormal) networks alsy
exist tHiges e all 20060, Research evidence
indedd sugaests thal mlormal netwarks may be
more important than fonmal omes (Wik lund.
Drahlgvist, and Havnes, 2000 ). At the very leasr,
freendshipand infermality ore crucial elements of
stveesslul Tormal refationships  (Shaw 1 al.,
RE

Fovmid aervarks on their part denote  links
Between an entréprencur and an oreanisation
rathet thann an indivaiduoals s these organisations
anly oller assistiance after a formal reguest is made
by the imending beneficiary  entrepreneur.
Examples of grganisations i the formal-network
category elude government agencies:
professiomal pud support service peoviders such as
lawvers. consultants,  and  suppliers:  formal
sourees o capital like banks: larger carporations;
and formal groupings such as chambers of
commeree and  small business associitions
(3BAS) (Copp et al. 2001: Neck et al, 2004),
Some writers combine  Tomal and informal
networks mto o single construet- social netwiork.
which isthen delined s ooset o nades'in the fom

ul petsans or arganisations, linked by a set of

social relwtionships such a5 Iendship, exchange

Foirernsfiveme Rodatfeirnst N epiroih "ir-fl-'rii'ﬁ”l’t,’ aretal #feede irelarsts = 0 Nigernon Femypricerine

of Termcls: and soandNeck ¢val 2004 )

1.5 Benelits of Networks: Networks au
Socl Capital

Mumbieship in netwirks comlies fnenons
benetits on participaring Hrms, no matler e
stage I the business lleevele, For new ven|jres
which tend to st small and Bvpically resoume
delicient, networkys are ||:':|.|1_'L sourees of wsh
needed vespurees, Emerprises that are backhed by
venturd capital or angels are the exceplional soall
sub-sel tabout e 1o 3% of new ventines
Bootstrapped entrepreneurin] vertures therelore
cultivate the art of networking or eoalition-
bilchng. rallying 1o themselves a crop af fiends
and allies w oaugment their limited resounces
(Pendergast. 2004 Verhees e al, 2004) By so
doimg they sain secess to resources suchas goods
services, easier ageess to markels, techmogy
ransfer, start-up capilal, human capital, advice
mlermition, support, and Goancing. With these
resommees, smitller firms can be nssisted 1o survive
and com pete with larger firms (Evans, 1999 Copp
el al. 2(HH: HarNir et al., 2002; Pendergast,
2004: Verhees et ol 2004 Tambupan, 2005
Indeed, itis said that net-worked frms grow faster
than nor=members, irrespective of enterprise sizc
and aee, as well as entrepreneurs’ education and
aceess o finance (Bigesetal . 2006).

An entreprenc’s soemld networks  therefore
eunstitute o respuree < 1 form of secial capital that
empensates for the [ack of olher resoorees (S haw
el al, 2000; BarNir er al, 20025 where social
capital itsell’ pertains 10 the benelits which
individuals extract from their membership in
sociud petworks {Wiklund et al - 2000 ) In thisvein
then, networks amd petworking are imporiant
entrepreneurial ools (i extend the stralewic
competencies of the entreprencur e wdentify ing
and handling opportunities and threats: and in
creating or expanding new ventures, The preater
the number of contaets available o an
edrepreneur. the more rabust tie indiyidoal's
social capital and the preater histher ehances of
BCQUIrIE reSOUrces ot tnimiwm costs (Shipw o
al, 2000; Premaratie. 2001 Wiklund eéral. 2001 5,

Networks' Implications for Economic
Development: Formal networks in particular,
such as industry associations, do not benelit
jnstindividual lirms; they have béen recopnsal
ax essential o the developmient of the respeciive
industrics from which they evolve und which they
serve, amd the national economy as a whole.
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These types of mstitutions at the mocro (industry
level have been identificd as hey contributors o
effective paliey fermulbation sod implementation
ar the omero (economy-widey level, Where
reshibunens e ool well developed, markets and
pvernments often fail {lextile and Garment
Idustry in Vietnam (TGIV), 19981

2.4 EMorts entailed in Building Networks
As advantageous as they are, networks do not
emerie without considerable effort, Participating
entreprenenrs must make investments of time.
money and elfort in building and maintaining
networks: and this is particularly true ol formal
networks (Hremarate, 2001, In this vein, it has
been nbserved that: “Entreprencurs have to work
hard 10 develop relationships: they have 1o
persuade; socmlize, bargain, reciprocate with
others to crente o relationship and maineain i ...”
(Bivley etal., 1991 58-67 ns cited in Shaw et al..
2000 3R

Further. there has been some debate surrsunding
the hold that certain forms of networks have on
participating firms. In this repard. it has been
chserved that inter-firm cooperation appears two
strongly  binding in some  contexts, such ag
contexts wherein small [irms are obliged 10
participate in business within parameters set by
lrger members of their umbrella associations;
(D, 1998, eited in Evans, 1999), Some other
writers howevar contend that smaller Ginms ore not
caphive tw their tubrella associations: and that
they may even relrn from  joining  these
assucitions (Evoms, 19995, Inoa related ven,
wrilers have noted that over-celiance on informal
networks could easily resultina lack oFinnoyation
and inpbility of Lamily members 10 make sound
lomg-term munagerial decisions, among other un-
mlended nesative elfects (Copp et al., 2001),
Plesprite these potential costs of networks, many
catreprencurs find it beneficial w jon formal
and’or informal organisations where they interacl
with people who share similar business concerns
(Wiklund et al, 20015, Tn the sections that follaw,
twa forms of formal networks:  bugsiness
asxociationy and clustery are examined inorder to
ighlight the conditions under which networks
contribute tor otherwise) to entreprencurship and
veonomic development,

2.5 Buosiness Associations (BAs) - A Form
ol Formal Networks

The husiness association (BA), also known as

trisde association, 'rnduﬁ'tr}.-' trade group, or sector
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dassvciation is an example of a formal business
network. 1ois usually founded and funded by
businesses that operate in a specific indusin
(Answers.eom. 20101, The developmen of
business assocmtions (BAs) in Nigeria started
with the formation of the Lagos Chamber of
Commerce (LEC) in 1888, In the 192050 oaher
chambers were formed in other pans ol the
country namely Kano, Calabar, Pon Harcourt and
Ibadan. The resubtant live chambers réalised the
need for a central body 10 represent them witl the
stule: Consequently, the Association of Cham bers
ol Commerce in Nigetia and Southern Cameroon
was [ounded in 1960, which later metamarmliosed
intw the Nigerian Association of Chambers of
Commerce, Industry, Mines and  Agricilnse
(NACCIMAY in 1974 (Hamalad, 1999) Ao
smpller indigenous businesses comprising mainly
cralls-people, the literature deseribes the
existence of trade associations, cuilds or unions,
rather than chambers ol commuerce, Tndes
thronghout human history, cralt-people have
tended o organise themselves o (rade
association (guilds) for purposes of regulaling
trade practices, maintaining the adentity and
occupational standards of specific crafis, as well
as serving as powerful lobbies to protecteollective
interests (Denzer, 2003: Crews, 20013,

Rules of BAs: Within the socio-cconomic nilien
of developed economies. BAs typically
participate in public relations activities such s
advertising. influencing  govermment and
publishing: but their main foeus is on
collaboration  hetween member-erierprises.  or
standardisation (TCY, 1998: Coppoet al.. 200
Answers.com, 201 1) For mstanee. the Amencan
Appurel Munufneturers Associntion (AAMA} 15
known tor establishing volontary standards for
clothes within the industey itsell {Hom, 1973,
with o view to avoiding legislative actions by
consumers. BAs may also organise conferences
and educational programmes that broaden the
skills of members (TGIV. 1998: Coppoetal, 2001
Amswers.com, 200 1)

However. the degree to which BAs perform these
beneticial Functions is determined by ther own
internal organisational capacities. BAS
organisational capacities it ire determined by
their membership, the nature of their
administrative structure, avaikibility of funds, and
so on. In the Nigegan context, deficiencies in
these nrens hay e constrained the economic roles of
existing BAs, Looking ar the criterion  of




sntiersdeip., the strength ol a BA's membershipis
determmed by its comprehensiveness,
ditterentintion. density, and the social statos of
fcading (kev) members. As an illusteation,
meemhersiip  comprehensiveness velers 1o the
scape o trmtorial covere ol membership: and
thirs femture aw hae diflerentiates BAS into peak o

macre desociations such os chambers ol

udustries:  mese- (sector-based ar Tunctional)
associabions: and mero (sub-sector, mastly -
level) assotintions. Peak BAY are usunlly
comprehensive in that membership s open (o all
the ecdnomic sectors in an cconomy. In this
regand, the National Chamber o Conmeree.
Industry, Mining and Agriculture (NACCIMA),
wind Manufaciurers Association of Nigeria (MAN)
it eanmples of peak BAs since theirmembership
covers all business sectors o dhe case of
NACCIMAL and the whole of the manifacturing
seelor in the case of MAN, By contrast, meso- or
sector-hused  BAs admit only  firms within
particular economic sectors, An example is the
NWigerinn  Textiles Muonofaciurers  Association
(NTMA), which admits only lextile companies.
Membership density relers w the proportion of
actual members o potential members (Hamalai,
1999}, Many Nigerian BAs are plagued with lpw
membership density, For example, Aba Garment
Monufheturers Cooperative, a nvicro=level trode
assocition of largely nformal small garment
cnterprises i Aba town an South-eastern Nigeriay
can only bonst of 10% w 153% of the twn's
garment eolerprises (Forrest.  [1994: Meagher,
2006), Obviously., the better the
comprehensiveness amd  density ol o BA's
membership, the more imfluential and eifective it
would be, all things being equnl.

Admimistrative Strocture: As wuching A
winroriyirative Stencrare, A campetent
(professional  ar weehnoeratic)  sdministeative
work-lorce ensures that the association possesses
necurate undérstanding of the needs of its industry
us o whole, dod the implications of indusirial
policies  Tor  member-enterprises.  Regrettably,
many  Nigerian BAs cannot afford 10 pav
professional  sdministrative workers  (Hamalai,
1OO0Y, Fuether, muny indigenous entreprencurs
themselves are poorly educated, including many
olficials of Nigerian BAs. This deficiency s more
pronounced within micin associations, and s
often o reasen cited by better-educated

entreprenenrs for reframing from membership of

their trade associntions or leading a break-away
Fraction (Denzer, 2003,

Intei-fiem Relawiotte: Netwarka, Setwiehing ool i Vartants = A Nigerinn Peogcerive

Availability and Sources of Fumding: A BA
should have sssured sources of, and sufficient
funds. Regrenably, Nigerian BAs depend on
membership fees for over 90% of their funds, BAS
that depend  largely on membeeship fees o
funding rend o Bvour unwarranted activisin s as
Lon Coiitiniie 1o appear rélevant. Worse still, the
weak Francial clow of Nigerian BAs limats the
nunber and competencies of the admimstrative
stall they can emplov. This problem m o
lampers Nigerian BAS" ability to engage inonseful
projects, such as market information generalion
that would enhance the business perlormance of
their members (Hamalad, 1999,

Lack of Concern for Micro-ceonomic Issues:
Wihile the literature indicates that in developed
ceanomics, the main cancern of BAs s
collaboration among member-enterprises,
Nigerian BAs like NACCIMA and MAN have
been criticised for overtly poriraying themselyes
s partners with government in macro-eeonomic
policy formulation: while neglecting sub-sectur
and enterprise-level necds of their members, such
is the need for ready access to formal loan funds,
prompt and  eost=ellicient port clearnnce
procedures, amony others (Hamalai. 1999 In a
related vein. a micro-level BA like the Aba
Ciarment Manufacturers Cooperatives hos been
unable to support s members with performanee
enhancing forms ol assistance such as loans,
technieal training, joint procurement or marketing
schemes. and guality control, due o
areamsational wenknesses. as well as the poyers
and informality of  participating  enterprises,
Instead, the main roles of this BA has been seliling
ol disputes among members: assisting members
with social obligations such as burinls; assiting
lirms with registration amnd  only oceasionally
administering a rotatmg losn facility (Meadher,
2006), These iadequacies of Nigerian business
associntions  toree individoual enterprises (o
continuge 1o rely on informal personal networks (o
solve their operational problems: while
purcciving participation in BAS a5 unneces ary
and avoidable bother (Hamala, 1999,

Ability to Internalise Confhicts: A BA <lionkd
have a high capacity 1o ntermalise conllicts in
order 1o avoid constant breakup or fissure. A
tendency toward constant fissures has been linked
o several factors, including the tendency of
comprehensive (umbrella) associations w0 be
more responsive to the interests and influence of
hig busingss (small- versus large-business
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comtlictsy ditterences among business yroops in
repord oo their operations w impacied by
e sers of coomom e policsy mensunes: and so
et W lere o VAT unab e toosoceessTilly: contiin
these 1y peisaloonMicts: the resull is that dissenting
Lwhons keep cmierging and  brenking away,
DI mtely, (heee will De o preolileeaton of B,
el T b o sl ] B resourde-constriined.
il hereloire ddetleéctive, Besides inteérnnl
Comlbiew b existine BAS other  Fheeis thl
cotvobiee  prolifEmion of BAY nelude he
lilepey  of WA ovganisels, thal 15, those
i [l ls wh plie s poles bh keeping s
letive and eriitihe sew mdrmhetes, W canviss
[ capses A0 whidh 1his have plfsaisl vested
ibedests CRlamadal, 19995 |n fodk tpgre 4 a
g ibing impression amene Miperian business
proerpile ton flee e et st iy 1A vezanisers hide
wnder e wmbrells of pramoting  these
e llonls o plsde persomal  gopls (SME
b Cons Euesn 2005 ),

[ the comtest ol mformal trade associations such
s Nigerian guiment producers’ assocations, one
oo canse of preliferation has been differences
i soml-class markers ke educibon, These
dilerences becime more proncuneed (ollowine
the scloption of structurs] ad justiment progrsmmes
(SAP ) ap Nigerda from 1986 o the carly 1990)s,
(he ceonomic hardships ol economic
lheralisation, currency  devaluations and
downsiemg of the public sector under SAP.
pushesl umemplovesd gradoates and  retrenched
lormnl-scdior workers into starting their own
buysinesses. ond consequently joining  existing
trade wssociations. These new  entranis  were
however very different from older members in
terms ol level of education, aspirations, social ties,
and w00 on. Regremably,  these differences
intrindoced  more  differentiation  eather  than
colesion mio existing trade associations (Denzer,
2003 Meagher. 2006 5 Al these factars constrain
the erpanisational effectiveness of Nigerian BAs,
and ther contributions 1o privite-entarprise and
Loy I]I..!‘i EEHFII'IH.'.HI A

Impiact ol Economic Instubility on Cosperalive
Business Relationships: 11 would appear Ut
these constraints are not fimited (o Nigerian BAs.
o this vein, i has been observed that conteary T
whatl obtams in other parts of the world ke Asia,
AL e sub-Sulurn Alrican (SSA ) region as b
whale haveaot been very effeéctive as a form of
collechive support mechanisms e individul
Tiems The reason given fTor this unw eleome
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sifumtion = the prevaliog econanie insubiline i
much ol e S8 regiva. which  underioses
Hwegiibves Tor loneeme, cooparative  busingss
relationsliips (Iigeset alL 2006: Meagher, 2006

2 Clusters- A Second Farm of
Nuetwaorks

Crlusters el e aoolpmoertion of small aond
iedivm s, which produce and sell a ringe of
relnted oF Complemantany prodocts within
siame  Industodal subesector mid  the <ime
gengplical licativn. T s most mlvaneed Ham
a eluster may inelude supypiers ol s, eeg b
buvers, govesiment nstiurions.  buslness
HEE e sl H A TR LREL iijl:l <O business sorvices. il
preehin s Ll coport clistared anloribses (e <ach
e lds as prodduct development. production pricess
|||li!H"'fl,.'!‘|"|,.'IH III-‘IILI.,",IIIL_' |||I1.'|||'|'|1'1.l.“;1|'|, Hl‘pl.,l S Am
(bambumis, 20055 Clusiers enn be sputiaslly
firtibedd 1o lovnl industrial clisters o can be large
Ivternational  busingss  networks (Braotizam.
19081 such as alobal commudity clining (el
dnd Memedovie, 20003), T sum. elustermg bas e
polentil o give rise o ggantie webs ol horieonnal
i vertical inter-firm epupertive relstionsagps
{Brtitigom, 1998 Thoburm, 2000 Tambunan,
2005).

Enterprise Clusters in Nigeria: Some Nigerian
towns are recoenised for their relatively dense
enterprise clusters. Aba lown in South-gasiern
Wigeria s recogmsed for s garment-makinge, as
widl as s shoe clusters: Abeokag and Osegbo
talso o spelt as Oshovhoy are recosnised Tor their
aclire (tie=dye fabric) clusters (SME Sucoess
Phigest, 2005), Chher clusters m Migeria melude
Rano leather wnnery clusters: Otieba Computer
Village in Lagos, and the Nnewi auto spare- furts
manufacturing clusters (LU gwu 2005 ).

Fotential Henefits of Clustering:  Scveral
benelits have been associated with ¢lustering. that
5. with bemg part of o local eluster, To s,
smaller firms ean bamd wgether o seize lurier
iarket apportunities by sharing orders. They can
share inlormation on production technignes o us
o altain internbtional guality and  pricing
slandards, They may also collaborate with recard
tomarketinte||ligence, logisties and other [onms ol
management seumen. Through  clusteting,
mdividoaal Frms cah benctit Trom external
ceonamies  that are mide  possible by the
prosimity ol laege foreign buvers, supplices of
Inputs and machimery: preseice of workers with
sealirspecilic skills; and presence of workuhops




tist Hihe o service prodietlon pdhines, 1S
alsie epsred aind chenper o govemment as well a3
iertitingal  dong ueheies de priss e
sinpprerlbie seryiees oo elusiers i o
sevraphicnlly dispepsed eoterperses (Lanbanan
JOO5E AL these benelits svill whinmately et
i et becatiomis deselopment

Coirymeints O the - Patential Benefits of Ulisters
It s boveder heen notesd thit clinsters com only
Fociitaie SMY gratheand deselapment ol bt
ErimmTes | '.'|||--|Id.'|ur',: ||.'1-||h biv itifer=hinim
spesplisatiomat wark processss mddvintactions
il fo o beoe Bikcazes o darger anderposes: in
[T regsned olasters have boen el ed oo g
I press et ancThe demee tosshich thiese prciives

speciiation ol work processes and =0oomr are
gobeneled. he frse bvpe of clusters 13 the
oA sury vl ) e lusvers, which are clusiers of
i poenberprisess | s vpe ol lesiers sienelbs (ha
chvstenise ol Eoms as sl e nfsney noa reoiom
i De Yotk pepe ol elusiers s e st aonmyles
Akt advaeed T s odres i pea dom@eation ol
chioste e Ut s e Tusters seillon e Tosterss thie Tinhan
lerm lor shieh s e Tiodustesal desrier’. 1 e
clusters avithin this 'macrasclister’ inter-link. m
ciriius s ol comtracton | doter- i relallong:
thereby Benertmg Trom each otier {Tambunin,
20057).

Rearetiably, mmuch ol Alrico, coterprise elusters
are very  te P this advabeed and  most
benelicial stage ol development. Firms  may
phvsically  cluster topether within the same
locntion  but without exhibiting  joter-fiem
specialisption of work provesses and joint actions
( Thoburn, 20000, As an llusteation, amcne Aba
imformal garment and shoe clusters, the form of
mter-firnd finbages that exist sre informal sharing
af materals, equipment. orders, information and
designg, on e basis o eiotional ties of kinship,
community. church. and  Triendship. These
relativnships more or less entail less-endowed
emterprises ashing lor the assistanee of betler-
endowed fellow  praciitioners, rather than
mutially beneficial business dealings  among
emterprises. Aba clusters have therefore been
deseribed as networks of survival wherein
downward-levelling  lrame-work™.  prevents
seitieant capital secumulation inoany - firm
unable to detach mself from the consiant pressures
T assistwe (Meagher, 2006; 5725 oo shigld
themselves from the weakening effects of these
pressues. onee enterprises beenme large enough
tov acipuire requisie faeilines. they hreak oo of the

fetews v Rifatfons: Neewoeks, NVemweeRDng aend tfiele Voasfares 0 Nigaeiiee Poesj i

clusters, move o sell-containgl) jempses aml
Uhdestabe  all processes  in-howse (Meaehy
Seidis g,

Wewk Linkerges with Laveirs Fovan-
Sevtor Crermnd Firaiss While the degree ol imter-
fivm cooperation within Nigenan  enterprise
clusters is woih. that between enterprises within
clusters angd larger  extirmal Tormil—ssstin
enterpiises is ever weiker Indeed vene Il sl
comirpeting ogenrs betweep amaller and larges
Migeriog prvale enterprises asaowhole, 1lig main
preblern is med shill as olten soupposed bt goalis
ek rel by e oworegnle of madeqmitle resnees
agl weak ptrnstouciuml copstad etk banaser
husiness environment (Forrest, (9940 Thobi
T NMambuin, 2002 Meagher, 20000, TTis
sitonbion o regretiohde, bocouse sulsooniimeling
Das Deen identified o= e dovim. Tome o some
polpis” privaie-sector deve lopmenits for nsance.
Vb Japomese duwseey (Bviens, |96,

27 "Arrangee” and Conmeclions Are they
Motworks Too?

s undemable ag the delicioneies ol mter:lirm
nelwiorks in Nigerin are, il segms Ko bs thal there
inight be othdr forms ol networks opon which
Migerian entrepréneurs rely, which are less well-
knwn and  perbaps’ disdimed. Forrest 11994
deseribed the emergence ol “arrangoe”
businesses iy e 1970 Foreest, 1994 1),
"Arrangee” plavs on the word arrmnge’ s enailed
i arcaniing or Randling the logsties of an
activity: and it desenibes g wide fangee of
tntermediary  businesses like  conteacting,
consultoncy  and  commission paents (Formest,
1094 ). The emergence of this phenemenon i (he
9705, & petiod of prodonged ail boans in Nigeris
1% nol surprising, Such periods e associated with
trze volumes of money chrenliting as o result of
encessive  povernment spending of huge oil
reveniies { World Trade Organisation, 2005,

I similar vern, Guyer, Denzerand Agbaje (2003,
hive described the rtise (o prominence of
courttererient in thie miad=1980s. According G the
mathors, the wse of connection as a torm ol
tescnrees might have existed all along, bot
hecame more pronounged from the mid- 19508 1o
mid- 19905 during the SAP era. The economic
lardships entatled in stroctiral adjustment. |oreed
pecple 1o tum away from relyving onsocial ties of
kinship and  Friendships. ond relv more on
individuals who could “get things 1o work: really
work, not simply appear o werk™ (CGuver ot al
2003 sxxvin) Such individuals were relied apon
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cither because they possessed expertise. or simply
becase they possessed relevant information o
hiowledge which permitied them 0 tap inlo
cirewits of wealth, iolluence. as well as
instituiionasl stroetures (Foveest, 19940 Guyver el
al. 2003: Gbukheva, 2003 ) Being linkad wosoeh
individuals who could "get things 1o work' was
deseribed  as having “eonnections™ m local
parlance. Getting  things done  consequently
became o miatter of laving  conpections (e
someone who-also his connections 1o some other
persons i Guver etal. 2003).

Negative Connotations of Arrangee and
Connection: Regrettably, ‘arrangee’ and
comnection have come to be associated with Fraud
because many individuals have emploved their
know ledEe resowees’ w what are olten qinte
duvions activities (Cruyer etal.. 20039, In addition.
there 15 an allspervading  perception of  the
Nigerian business cliss as an unproductive and
corrupt class which gains its wenlth through
privileged ‘connections' to the stae, renlier
relations. wnd  abuse of power and  position
(Forrest, 1994) Interestingly, it appears  tha
networking as applied in Western sociclies 1s not
devoid of neentive connotations either: While the
ability 1o network is one of the most crucial skills
ANy enireprenenr ean have, ny puﬂplc are Pt
ol by the ides of networking, having bssociated i
with a phony, insincere pérsanality
| Entreprencur.com, 2011

I Concluding Remuarks

T the Hight o weaknesses in inter-fiem relations in
the Alrican context, writers hiwe supoested tha
governmants should actively promote linkages
between larger firms and indigenaus SMEs: nof
fust by introducing firms o cach other. but by
f-|:..|h|,|nn}: improvements in firm-level
competences. The need has also been stressed for
education and training programmes directed al
sruring indigenous A frican firms into desirable
business partners and sub-contmctors (Biggs el
al., 2006), Indonesian, which has since the late
19805 senvely promoted  linkages between
foreign and domestic firms on one hand, and
Inkages between large and smaller firms on the
other (Briutigam, 1998), ofTers valuable lessons
for Migeria,

Indeed. international donor agencies have been
working with relevant apencies and  state
governments in promoling enterprise
development in Nigeria by supporting enterprise

clusters, Six SML snnuthetrimg  chasiers are
being targeted., numély garments:
fuatwear/ leather produets; swoodwork/ Turniore:
putiery cernmids: clectricalivlectronies: and metal
wirks, The vision s Lo promole peographicil
clusters of non-=oil manulicioring SWIs: wtlh fhe
primary objective of up-grading their echieol
atid entreprencueinl shills through the haring ol
contmon facilities, and uliimately equipping e
for exports  production (Federal Ministine ol
Commerce and Indostev/United Nations
Industrial Development Organisalon
(FMCI/UNIDO Y 2008: Ugwo, 2008). Aba is the
only location thus far, where o comumoen Facilily
cenfre (CFCY has been established sinee 2008,
furmished swith advanced maghinery for the nse of
the wurments and  Jeather-praducts  artisanal
clusters which have been dentitivd as the densest
i Nigeri (FMCTUNTDO, 20083,

In our opinian, & two-pronged approach shoubd he
emploved in promoting  the  development ol
Nigerian SMEs, through nurturing ol inter-lirm
relations, On one hand, there 15 a dire need lor
promoting the vanous nter-firm . relations as
conceptualised n muinstream r.'tlll'l.?prl.:m:ur--hip
literature and oas already discussed. Seminars
should be organised for Nigeran enfreprencurs
and officials of BAs on a continnmg basis 1o
cducate them about the various forms of inter={iom
relativing;  potential comributions of intersfiem
relations; best practices in regard (o the wavs BAs
[eilitate SME developmient in other parts 01 (he
world: daltemgtive sources of Tunding Tor BAs sa
that funds are availoble loexeeule projects Hhal
would improve the business  perfomyance ol
membierst conflict resolution toeticy o minin se
constant  breakups: as well us the need  lor
transparency so thit members can fully trast the
leadersof their BAS.

On the other hand, there 1s o possibility that
arrémgee and conneetion are informal nelworks in
the Nigerian context, which have signilicantly
fadilitated the survival of Nigeran SMIEs, albeit
with shorteomings, i the face of deficient formal
business support structures, [t is possible that the
more traditional constructs  networks, alliances,
linkages. and soon, have simply been 'sanitpsed’,
aceording to the sensibilities and refined tastes of
the culiural milicu within which they were
uum:l.plual':un..d We  therefore recommend
intensive entrepreneurship TI‘aTllln!, I:J-r SETY IEC-

onented ventures in Nigera, singe the activities
entailed in ‘arrangee’ and connections are more or

Nigeriam Avademy of Managericnt Jotrral i)




less semvives. Nigerians whe possess kiow ledge-
and idormation-related skills should be tamined in
setting up heaally-registered, ransparent modermn
bisinesses that will be buile upon these <kills. And
we dare sny that we are already seeing the
emerzence ol these tvpes of businesses in the
forms  of enterprises that undertake events
planning. assist people seeure admission intw
foreign tertinry institutions, and se on. These
mdiv iduals should be trained about the centreality
ol professionalism and trust in services delivery,
Perhaps: by so doing ncuvities which hitherto
were  disdaimed as Carrangee’ and  therefine
conducted informally - soch as ferving
uneducated youngsters from the villages o the
cities o serve the middle classes as domesie
wirhers  (lowse fiedp), would  subsequently
become tormalised, fo the advantase of all
tramsacting partics. Perhaps  these  endeavors
would eventually evolye into the types of very
uselul intermediary  businesses that have
facilitated industrialisation in Asin.

Lastly, the legal and regulatory system must be
strengthened to mohe cconomie setors more
respansible i fullilling contracts, be it o supply
bingible goods, or to render konowledge- and
information-related. services as  entarléd  in
connecting people together in all these different
s ol networks
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