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Abstract

This paper details an attempt to establish thedigland reliability of the “NetCompTest”
scale as proposed by Ritter, Wilkinson and John&604) to gauge network competence in
business-to-business markets in South Africa. dgssts that the scale, developed and tested
mostly in a European cultural context and matureketang setting under conditions of high
competition and innovation, may benefit from suaheanerging market analysis. The paper
provides a brief motivation for the importance @twiork thinking in an emerging market
context, before summarising key observations owaort competence. The bulk of the paper
reports on the findings of the study to consider téliability and construct validity of the
NetCompTest scale. Although the validity of NetCdrast scale could not be confirmed, the
investigation yielded a “best fit” model that mag tested in subsequent studies. Importantly,
the findings open the debate regarding the undeylgrganisational and personal factors that
impact on the measurement of network competeneeigrging markets contexts.

I ntroduction

The quest for marketing knowledge often yields neethodologies to assist in a better
understanding of observed phenomena. Applying timese methodologies in a variety of
contexts requires pre-testing and possibly demaondse adjustment of the original construct
(Wright, Filatotchev et al. 2005). In particulagnous authors (Steenkamp and Trijp 1997,
Sweeney, Hausknecht et al. 2000; Rossiter 2002n&&enp and Burgess 2002; Nairn, Ede et
al. 2004; Stacey 2005) note that researchers smmaldnly seek to establish the validity and
reliability of measurement instruments, but alsmsider measurement invariance before
concluding on a scale’s usefulness in a partictldtural context. This implies that although
it may be argued that networks are of significahwvance in emerging markets, the devices
employed to analyse networks must fit emerging mtackntexts. Furthermore, investigating
the validity and reliability of a scale in a contexher than the one in which it was conceived
(Sweeney, Hausknecht et al. 2000) may also vyielditiadal insights that can assist
researchers in avoiding the temptation to treah smuconstruct as an “off the shelf’ tool.
Given this plethora of support for cross-culturaligation, the primary research question of
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this pilot study is:ls the NetCompTest scale a reliable and valid qoiestfor measuring
network competence of B2B firms in emerging madogitext of South AfricaFinding
answers to this explorative question should pawe wlay for confirmatory research on
network competence in emerging markets such ash3dtita.

Theoretical Foundations

According to McGee et al. (2005) a shift in theastgic context of business, driven by the
institutionalization of new technologies, createdeswork economy where interconnectivity
and co-operation become common practice. Thesendsssinetworks received growing
attention as the information technology in the waekpanded exponentially and the global
village became an increasingly familiar place. Boththese drivers are well document, but
Leeket al (2003) argued that in addition to these well-knghenomena, we have witnessed
a change in the nature of industrial structures emstomer expectations, as instead of
straightforward buyer-seller relationships, manydero strategies involve interconnected and
complex structures. Batt and Purchase (2004) #alsoview and extend the argument by
noting that business networks are forming aroundwhedge bases such that the
maximisation of knowledge is obtained through netwocollaboration rather than through
individual business units. Referring specificatbykinowledge-driven networks, they noted the
reliance on external actors to acquire the desiesdurces for firms to grow and survive.
Hence, the conclusion by Bat and Purchase (2064)m% seldom survive and prosper solely
through their individual efforts. Each firm’s perfoance depends upon the activities and
performance of others and hence upon the nature qurality of the direct and indirect
relationships a firm develops with its counterpartgarious authors (Ritter 1999; Parkhe,
Wasserman et al. 2006) concede that althoughistiils infancy, the impact of network
thinking has gripped the attention of marketingesgshers, and is shaping global business
architecture. Emerging market networks, being phathe global business landscape and fast
growing in importance as many multi-national firmsh to capture the growth that these
markets offer, demand similar attention.

Business Networks: Importance for emerging markets

Firms from emerging economies that have strong owdsvand well-developed social capital
may facilitate cooperation in developing knowledged transferring it locally and/or
internationally. In addition, networks may be maldficult to operate in developed
economies because of the legal and institutiorfedstructure preventing their fluid operation
due to legal restrictions on cooperation or colusbetween firms. Therefore, firms in
emerging economies may develop network capabiltite®vercome their lack of market
institutions, and thus gain advantage.

A simple, yet compelling, argument concerning thgartance of business networks in
emerging markets is the fact that both the relakaek of resources (or limited access to
resources) and the exposure to sophisticated gtmlmapetitors often render it impossible for
the individual firm to rely on its own devices. Mascholars (Burgess 2003; Khanna, Palepu
et al. 2005; Wright, Filatotchev et al. 2005) agtleat businesses in emerging markets face
unique challenges, and the assumption that stesteélgat are successful in developed markets
will work in emerging markets needs to be challehgkrguably, emerging markets may
provide a new context in which to understand thatikee strengths and weaknesses of these
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different perspectives. This is magnified by théehegeneity of emerging economies, as there
is considerable variation in their economic prograsd institutional development.

Some authors (Cavusgil 1997; Sowinski 2000; Bandglbgay 2001; Claver and Quer 2005;
Klemz, Boshoff et al. 2005) allude to these unighallenges of emerging markets, and noted
that the key challenges facing players in theseketsroften include: (a) Emerging
economies are highly volatile because of frequéinges in institutions, industry structure
and the macro-economy; (b) The institutional fraroe® may require different ways of
interacting with business partners and authoritigsstitutional voids” often inhibit the
efficiency of markets and increase business rigksnsequently, firms may internalise
markets for intermediate goods and services, ssdapital and human capital, and they may
rely to a larger extent on personal relationshipgnvinteracting with others; (c) Many of the
capabilities needed to compete in emerging ecororare context-specific. Firms and
individuals develop their capabilities to suit aesific context, which may create major
barriers to entry; (d) Many industries are highlggmented with many small firms competing
for a share of the market. With the entry of foreigvestors, the market structure may rapidly
change, creating uncertainty.

In considering how relationships and networks affearket exchange in Sub-Saharan Africa,
Fafcamps (2001) noted that market exchange argudéyy a larger role than in developed
economies, and that the presence of transactiais oasurally leads market participants to
enter in long-term trading relationships. Howevire reliance on other network actors
ensures that collaboration between internal ancereat actors requiregxpertise and
competencd the relationship is to be successfully maingair{Ritter, Wilkinson et al. 2002).
In addition, Freytag and Ritter (2005) also sugdgjest when the overall collaborative efforts
of the network are well-directed, the network magdme stronger and the inherent dynamics
of business networks may create additional manalgehallenges. These observations not
only underline the importance of considering thprapriateness of the NetCompTest scale in
an emerging market, but also call for clarity oa toncept of network competence.

Network competence

The study of networks has received significantrditde from developed countries and a rich
body of literature is to be found on firm comper(&now and Hrebiniak 1980; Winter
1988; Prahalad and Hamel 1990; Meyer 1991; HamelHaene 1994; Ritter 1999; Awauh
2001; Bush, Rose et al. 2001; Harland and Knig@12(Ritter, Wilkinson et al. 2002;
Savolainen 2002; Ritter and Geminden 2003; Harmeeesh Jensen 2004; Ritter and
Gemiunden 2004; Sanchez and Heene 2004; Atuahena-ZBi8%), with special attention paid
to core competence (Hamel and Heene 1994; HamelPaalthlad 1994; Hamel 2002). In
comparison, networks as a firm competence, and artktwompetence as a concept has
received much less attention.

More specific reference to competence in a B2B etarg context is made by Hedatal
(2004) when considering ways to express the relship between a buyer and a seller.
Drawing on the contributions from previous auth@tisikanson, Johanson et al. 1976; Ford
and Saren 1996; Ford, Gadde et al. 1998) they nttat a supplier needs to have
competence, capability and/or ability that is thesib for its interaction with customers.
Several authors ((Hakanson, Johanson et al. 1936, &d Saren 1996; 1998) also draw a
distinction betweerproblem-solving abilityand transfer ability of a competence. Problem-
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solving ability is the competence to fulfill a coster's demands and provide value for the
customer, and consists of process and product demges whilst transfer ability describes
the competence to transfer the problem-solving itgpilsuch as logistics or market
technologies, to a given customer’s situation. dngmtly, Hedaaet al (2004) noted the
evolution of business marketing by describing wasidwaves” of strategic orientations
(production, product and market), concluding tloataly another change in orientation from
individual relationships towards an understandirfgcomplex systems of relationships
(networks) has evolved. This implies that the duaif a solution for customers is measured
not only in relation to one problem, but also howliwthe solution fits into the network
structure. A key observation here is that it isreskledged that most firms find themselves
simultaneously on several waves with different cosr groups. Hence, different customers
require different treatments, and in turn this cddir different competencies required from
firms. Clearly, limiting any measurement of netwadmpetence to a specific point in time
may not be entirely appropriate. Again, this potatshe importance of longitudinal research
designs.

Awauh (2001) distinguishes between core (a “mustehan order to run the business) and
distinctive competence (a competence that diffeead the firm from its competitors) whilst
citing the importance of socialisation, cost reduwt that stem from collaborative
relationships, network competence as an asset, ranthal learning in competence
development. Moreover, it is argued that most dismns on core competence are very
ethnocentric, and thenbeddednes@he width and dept of the devotion to the netwarkthe
firm in networks of exchange relationships and hbtat impinges on its core competence
development is not taken into account. This pasitesults in the introduction (Awauh 2001)
of a modified model of competence development thnoua network of exchange
relationships. Importantly, this approach appearsbé¢ different from what (Ritter and
Gemunden 2003) suggest, because it refers to thelogenent of competence through
networks and not network competence as a compeieftself.

Awauh’s approach assumes that the firm's competdeselopment is influenced by its
interaction with others. This depends on: (a) thandfer of elements, including
product/service exchanges, information exchangeandial exchanges and social exchanges
between interacting parties; (b) mutual learningaagsult and driver of exchanges and (c)
mutual adaptations that all parties involved magaode to make in a quest for optimisation
/maximisation. In this continuous cycle the competeof the interacting parties may develop
over time. This suggests that although each a@sris own interests at heart, and will seek
to promote those interests, in a situation wheréggaunderstand the interdependence of the
network, they may well be mindful of how they contithemselves to benefit (not harm) the
network. Hence, the learning that comes from offagties in the network is very important,
since the activities of actors are interconnec#ealy actor’s inability to meet customers’
demands might have a profound effect on the otlv@glswhom they interact, especially their
immediate trading partners. It is suggested th& #rgument points to the immense
importance of network thinking and particularly tnds the network competence of firms.

A key question remains: Wy and how are firms able to build up and use nata/mf
relationships that contribute to competitive adwgd? Ritter et al. (2002) suggest that the
answer to this question is to be found partiallythe notion of “network competence,” and
that this can be measured along two key dimensi@)sthe degree of network management
qualifications, which can be of either a speciahstture or a social nature and (b) the
execution of network management tasks which areeeitelationship-specific or cross-
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relational. Hence, the definition of network corgree refers to the sum of how well the
firm is qualified to operate in a network(s), comds with how well network management

tasks can be executed. Network qualification sstgg@ collection of resources, whilst

network management task execution refers to thétyalto employ these resources to

synergistically operate within a network. Combiribs constitutes a competence — network
competence. Following the notion that network cetapce (consisting of a particular

variable structure) can be measured and therefareaged to enhance firm competitiveness
and/or performance, as well as the cited importaric@oss-cultural validation, the primary

hypothesis for this study is formulated as follows:

H,: The NetCompTest scale demonstrates sufficieatnal reliability and construct
validity in a South African cultural context.

Walter et al (2005) distinguish between network competence eitvork capability by
noting that while network competence is a firm’'sligbto develop and use inter-firm
relationships, network capability is a firm’s abjlito initiate, maintain, and utilise
relationships with various external partners. Tdteel (network capability) is not the focus of
this study and will not be included in this investiion. In addition, it is postulated (Ritter,
Wilkinson et al. 2002; Ritter and Gemunden 2003t tthe availability of resources, a
network orientation towards human resource managemthe integration of intra-
organisational communication, and the opennessogdocate culture are antecedents (see
Figure 1) that account for the development andoéistanent of network competence within
the networking company. These antecedents may ay not apply to South African
conditions to varying degrees, and it was decideeixpand the analysis of the NetCompTest
scale to investigate the underlying differentiatpayver that relates to these antecedents. As a
result, selected variables that were expected paaton the performance of the scale or that
may contain some differentiating power were inctlide the pilot questionnaire. These
variables were categorised as either personalr&otoorganisational (firm) factors. This lead
to the inclusion of two further hypotheses:

H,: There is no significant difference in the overaktwork competence scores
produced by the pilot NetCompTest scale based ganisational factors in a South
African cultural context.

Hs: There is no significant difference in the overaktwork competence scores
produced by the pilot NetCompTest scale based mopal factors in a South African
cultural context.

In bothH, andH3 the score for each first-order dimension will als® considered, as these
scores may reveal specific relational qualitiest tkan contribute towards construct
development and scale refinement.



Qoss
Relational
Relationship
pecific

«Availability of resources

<A network orientation to

human resource

management Network
Competence

eIntegration of intra-

organizational

communication

= Openness of corporate
culture

Source: Adapted from Ritter, Wilkinson & Johnst2002) and Ritter & Geminden (2003).
Figure 1: Antecedents and conceptual model of nétwompetence
M ethodology and Sample

A non-probability convenience sampling method waspleyed to collect data from 268
respondents in 31 different B2B businesses, usirgglBadministered questionnaire. The
majority of respondents (93%) came from for-profiganisations in the private sector, whilst
77.6% of the respondents were from South Africamdi In addition, 88% of the respondents
indicated that they derived the majority of theites from business activities in South African
markets. The standard industrial classificatiodS{C(Department of trade and industry,
2005) was used to classify respondents. The catdgioelled as “wholesale and retail trade,
repair of motor vehicles and motorcycles, persoaatl household goods, and hotels and
restaurant$, had the highest representation (22.4%) in theme. The financial services
category (17.5%), manufacturing (15.3%), and cowsttn (12.2%) were also well-
represented in the sample.

The majority of respondents (50.8%) indicated thaly were from top management, whilst
86.4% (cumulatively) indicated that they held eithep or middle management positions.
Sales (17.2%), operations management (35.8%) arkktireg (11.2%) constituted the largest
functional representations in the sample. Seveatggnt of the businesses represented in the
sample employ fewer than 300 people. However, 1314 more than 5000 employees.
Accordingly, and as expected, the majority (42%bhef firms have a turnover of R10 million
or less, while 32% of the firms in the sample haweannual turnover of more than R50
million. About a third (34.1%) of the respondentasayounger than 40 years, and the average
age of respondents was between 36 and 40 yeaasldition, 73% of the respondents were
males.

As the primary objective of the study was to expléihe appropriateness of the network
competence scale under South African conditiorss atialysis focused on the reliability and
validity in an attempt to gauge the usefulnesshef gcale in a particular context. Thus, the
methodology for data analysis in this study empiblgeth conventional and newer measures
of reliability and validity analysis. Reliabilityseferring to the ability of the measurement
construct to produce the same or similar resulth vapeated measurements, was considered
through Cronbach’s alpha coefficient and item-t@ataorrelations. Construct validity was
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considered through the use of exploratory fact@lyais, confirmatory factor analysis, and
structural equation modelling was employed to sag@e “best fit” variable structure for
future analysis. As indicated above, the study amalysed personal and organisational
variables specific to South African conditions ider to establish potential areas for further
investigation that may impact on the applicabitifythe scale.

Findings

Reliability

According to Cooper and Schindler (2006), reliapiian be defined as the extent to which a
measurement is free of variable errors. Thus, #l&hility indicates the precision of
measurement scores or how accurately such scoliesewieproduced if the measurement is
repeated. A generally accepted approach (RuekdrCamrchill Jr 1984; Locke 2000; Jarvis,
MacKenzie et al. 2003) for assessing the religbilg to determine the portion of the
systematic variation in a measurement scale. Ieraxachieve this, the association between
scores obtained from two scales, when one scaesiilar replicated version of the other, is
determined. If the scores derived from the two esxare high, the scales are consistent in
yielding the same result, and are therefore redialdl correlation coefficient is commonly
used for this measurement, and according to McDameé Gates (2006) most emphasis in
modern social science has been placed on inteoraistency and reliability. In this case,
item scores obtained from administering the scadesplit in half and the resulting halves are
correlated. It follows that item-to-total corretats are employed to measure the correlation of
each item to the total. Although this approach migg useful, it is also limited in the way
that the halves are obtained. This problem can \®come by using Cronbach’s alpha
coefficient. Cronbach’s alpha is a mean reliabittyefficient calculated from all possible
split-half partitions of the measurement scale.e Berall Cronbach alpha for the 22-item
scale exceeded 0.4 € 0.8748223), indicating good reliability. Howeyéem 6 and item 7
produced unsatisfactory (<0.3) item-to-total catieins (item 6 = 0.28930217; item 7 =
0.26679613). This suggests that these two items leaeliminated from the scale without
affecting the overall reliability of the scale.

Validity

Validity refers to the extent to which differencesthe observed scale scores reflect true
differences in the characteristics or constructsigpeneasured (Ruekert and Churchill Jr
1984; Bagozzi and Foxall 1995; Locke 2000; Stad@352. Thus, validity (like reliability) is
concerned with error. However, in the case of Wglicconsistent or systematic error, rather
than variable error, is under consideration, Ireottd consider the appropriateness of the data
for factor analysis an explorative principal comeonfactor analysis was done, and this
yielded the correlation matrix shown in table 1siAgle item (item 5) produced a correlation
coefficient less than 0.3. In addition, the KMOasere of sampling adequacy was above 0.6
(0.836) and the Bartlett’s test of sphericity wisaatisfactory)? = 2768.66; df = 231.000;

p = 0.000). This initial analysis suggests thatdaéa generated by the scale are suitable for
factor analysis.



Table 1: Correlation Matrix for principle componéattor analysis (Varimax Rotation)

QL Q2 Q3 Q4 Q5 Q8 Q9 Q10 Q11 Q1Z2 Q13 Q14 Q15 Q167 QRI8 Q19 Q20 Q21

Q22

Q1  1.000

Q2 0403 1.000

Q3 0202 0342 1.000

Q4 0271 0298 0.368 1.000

Q5 0250 0325 0.361 0.827 1.000

Q8 0109 0065 0.144 0.085 0.062 1.000

Q9 0137 0254 0304 0258 0232 0495 1.000

Q10 0393 0.313 0388 0.387 0.364 0258 0500 1.000

Q11 0353 0.328 0453 0.365 0.375 0247 0464 0.802 1.000

Q12 0258 0.248 0315 0.264 0290 0.143 0.367 0482 0595 1.000

Q13 0192 0.166 0273 0.154 0199 0.147 0.254 0367 0.467 0.607 1.000

Q14 0259 0149 0125 0.048 0.068 0.164 0.096 0252 0199 0.203 0.445 1.000

Q15 0.197 0.065 0091 0.004 0.027 0237 0214 0265 0189 0.242 0432 0752 1.000

Q16 0177 0123 0195 0.091 0.097 0.163 0.155 0313 0294 0251 0.395 0525 0585 1.000

Q17 0177 0.003 0084 0027 0011 0213 0.184 0220 0187 0246 0.313 0513 0613 0553 1.000

Q18 0245 0.218 0174 0.191 0.183 0223 0.320 0373 0324 0.362 0437 0400 0428 0511 0477 1.000

Q19 0197 0.286 0268 0.190 0152 0.157 0.197 0333 0302 0.326 0278 0332 0298 0.354 0.308 0.478  1.000

Q20 0.162 0.106 0185 0.080 0.049 0210 0.248 0294 0258 0.364 0450 0298 0341 0487 0411 0555 0484  1.000

Q21 0111 0118 0171 0102 0.134 0207 0.141 0225 0210 0.229 0.357 0407 0359 0479 0371 0460 0481 0593  1.000
Q22 0105 0.079 0.128 0.099 0.086 0.160 0.247 0.250 0.200 0.270 0.349  0.298 0270 0.378 0.368 0.438  0.428  0.618 _ 0.681

1.000

The principal component Varimax rotation (with Keisnormalisation) suggested that the
items loaded on five factors. However, only fout of the five factors met the Monte Carlo
criteria, leaving four factors for interpretation.

As expected, items 1 to 5 loaded on the crossiwakt dimension. However, items 10

(0.689), 11 (0.732) and 12 (0.563) also loadedh@adimension, whilst items 1 and 3 loaded
on the “special” and “relationship-specific” dimémss, respectively. Items 18 to 22 loaded
on the social scale (as expected), whilst itemsad® 17 loaded on both the “social” and

“special” dimensions (social: item 16 = 0.408, itéih= 0.323; special: item 16 = 0.637, item
17 = 0.694). In addition, item 18 (0.413) alsoded on the “special” dimension. Apart from

these variations, the “cross-relational” and “sticitimensions seem to be supported by the
data, as these dimensions could be described witiive ease. The dimensions labelled
“special” and “relationship-specific” seemed taratt weaker factor loadings and were more
difficult to explain. As expected, items 13, 14 dkfslloaded on the “special” dimension, but
item 12 (as mentioned above) did not load ontodhigension. As indicated, items 16 and 17
also loaded on this dimension. Finally, items 6,7and 9, loaded on the relationship-specific
dimension. Given that the loadings explained omMy68% of the variance in the data, and the
fact that the loadings did not behave as predibtethe model, it was decided that this result
did not constitute sufficient evidence to confirhre tvalidity of the scale, and that the data
should be subjected to more rigorous statisticalyeis.

Two additional principle component analyses wendggomed. Firstly, an Oblimin (principle
component correlation) rotation with Kaiser normeation indicated that the items are not
highly correlated as the correlations were all $enathan the 0.3 threshold. Hence, an
Oblimin rotation was not considered useful. Secpnahother Varimax rotation was done to
observe the item loadings on the second order diloes, namely “task implementation” and
“qualifications”. The results from this rotatiompported the model structure for second-
order dimensions, except for items 12 and 13, wHidmot load as expected, and for item 6,
which did not load at all. These results were cwisidered to be sufficiently confirming of
the validity of the NetCompTest scale as they dat deal with first-order factors as
suggested by the theory. Therefore, it was decidesiibject the data to structural equation
modelling.

Structural equation modelling not only allows tresearcher the opportunity to consider
multiple observed variables, but it also explicithkes measurement error into account and
gives greater recognition to measurement constrdatsaddition, it also provides for
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considering differences between groups simultarigolsrst, the data were subjected to
confirmatory factor analysis in order to considecle of the dimensions separately before
attempting a composite model fit. This analysisdgd the following results: The “cross-
relational” dimension did not yield a priori good fit, and had a root mean square error of
approximation (RMSEA) of 0.15 which improved ifite2 was eliminated. Adding items 10,
11 and 12 as suggested by the EFA (exploratorgifactalysis) did not provide an acceptable
fit (RMSEA = 0.24) either. In the case of the “tedaal-specific” dimension, aa priori
weak fit (RMSEA = 0.25) was also observed, but ioved (RMSEA = 0.0744°= 0.088)
after items 10 and 11 were dropped from the sdddither did the “specialist” dimension
yield ana priori good fit (RMSEA = 0.32), and dropping item 12 ¢agygested by the EFA)
led to a saturated model with no degrees of freeddawever, adding item 16 yielded a
much improved fit (RMSAE = 0.018). Finally, the t3al” dimension also yielded a weak
priori fit (RMSEA = 0.10) which can be significantly emizad (RMSEA = 0.02) by dropping
items 16, 17 and 22. As this is the case acrosgiraknsions, this appears to be consistent
with the findings of the EFA. This analysis reedlin the removal of items 2, 10, 11, 12, 17
and 22 before attempting to achieve a “best fit'deldor ana priori structure of first-order
factors (dimensions).

The a priori structure containing the four first-order factoas, suggested by Rittet al.
(2002), did not achieve a good fj?(= 790; RMSEA = 0.109 and NCP [estimated non-
centrality parameter] = 587). Hence, the validitiytbe variable structure for first-order
factors could not be confirmed. Seventeen modeictire options were considered in the
search for a “best fit” model and none of theseieadd a satisfactory fit. Table 2
summarises the fit statistics for the three “béstrhodels. Models 9 (Figure 2) and 12
yielded the best fit models for first-order variedl In the case of model 12, although
achieving an acceptable fif’(= 232.30; df = 110; p = 0.000; RMSEA = 0.056)nigewere
allowed to cross-load, and the model was consideotdiseful for the purposes of this study.
This leaves model 9 as the “best fit” model.

Table 2: Fit statistics for the three “best fit” lgEnodels

Goodness of Fit Statistics Modd 4 Modd 9 Modd 12
Degrees of Freedom 98 84 110
Satorra-Bentler Scaled Chi-Square 237.00 (P 90.00 200.79 (P = 0.00) 193.09 (P = 0.00)
Estimated Non-centrality Parameter (NCP) 139.00 7196 83.09
Root Mean Square Error of Approximation (RMSEA) 0]¢) 0.074 0.056
Normed Fit Index (NFI) 0.91 0.91 0.93
Comparative Fit Index (CFl) 0.94 0.94 0.97
Standardized RMR 0.095 0.096 0.083
Goodness of Fit Index (GFI) 0.87 0.89 0.90
Adjusted Goodness of Fit Index (AGFI) 0.83 0.84 60.8

For model 9 the Chi-square is significant (p < 0.@bit the estimated NCP is different from zero.
Hence, RMSEA (0.074) is considered. Commonly, RMS&kies between 0.05 and 0.08 indicate a
reasonable error of approximation (Kline 2005). §hmodel 9 is accepted.
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Figure 2: Model 9 - Best fit for first-order facsor

Model 9 suggests a 15-item scale that loads on fiostrorder variables to measure the
network competence of firms in business-to-busiressronments. This proposed adjusted
NetCompTest scale is presented in table 4 and béllsubjected to another round of
investigation in the future. Moreover, these firginshow that the validity of the

NetCompTest scale could not be confirmed, and thexél; is not accepted.

Table 4: Adjusted 15-item scale for network compege

Task Cross-relational
Implementation: 1. We evaluate the way our relationship with eachriess partner depends on our
relationship with other business partners.
2. We organise regular meetings among those in aurifiwolved in relationships with our
business partners.
3.  We assign people to each relationship with ourrass partners.
4. We assign responsibility to people for each retegiop with our business partners.
Relationship specific
5.  We use organisations apart from our existing bssipartners, to identify potential
technical partners (e.g. Chambers of commerce utiansgs, industry associations,
government organisations).
6. We visit industrial fairs and exhibitions to iddgtpotential business partners.
7. We look at company advertisements in specialisaethpls to identify potential business
partners.
8. We discuss ways of collaborating with people framm business partners.

Quialifications: Special
9. They have good knowledge about the way our firmkaor
10. They have good knowledge about the way our techpardners firms work.
11. They are experienced in dealing with technicalnes.
Social
12. They mix well with other people.
13. They easily sense potential conflict.
14. They can work out constructive solutions when theeonflict.
15. They can easily put themselves in another pergmysgtion.
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Personal and Organisational Factors

Personal and organisational factors that were é¢@geto have an influence on the overall
network competence scores (and its four latentabées separately) were included in this
analysis. Organisational factors included firmetyfirm nationality, economic sector, black
economic empowerment (BEE), and firm size. Peddators included managerial function,
managerial level, respondent age, respondent réitigrethnicity, and gender.

In terms of firm type (referring to whether it is far-profit company, a not-for-profit
organisation, or a government institution), usilg@VA analysis, no significant (p > 0.05)
differences relating to the overall network compe&score, as well as the means of latent
variables, were observed. Similarly, no significgmt> 0.05) differences in the mean scores
for latent variables and the overall network cormapee score were observed for firm
nationality (referring to whether a firm is fullyo8th African-owned, partially foreign-owned,
or fully foreign-owned). Respondents were also dskiether the majority of their sales
originated in domestic or international marketsverge’s test for equality of variances was
employed to compare these means for each latenablarand the overall network
competences score. The data suggested that in dbe af the specialists dimension
(F=0.713; p = 0.399) and the social dimension=(E.068; p = 0.152) the means for these
groups are different. However, a t-test for eqyadit means indicated that these (t = 0.525
and t = 0.803, respectively) differences are ngificant at the 95% level.

It was expected that the mean network competenmeesavould differ significantly across
industries as defined by the standard industreggification (SIC) of all economic activity in
South Africa. Surprisingly, with the exception oheo dimension (cross-relational), no
significant (p < 0.05) difference was found betwé&smmeans.

Further analysis revealed that for cross-relatitasks the mean scores of “private household
exterritorial organisations, representatives ofiigm governments and other activities not
adequately defined” appeared to differ significarfiom the means obtained from other

categories. According to the Cohen criteria, thaifferences represent a medium (0.06) to
large (0.14) effect at 0.09886. This result manptowards a need for better cross-sector
analysis. However, the sector definitions in thendard industrial classification (SIC) are

rather broad in nature, and more refined defingionght yield better results.

In South Africa the recent past has seen the iottoh of black economic empowerment
legislation to ensure a transformation in the eocoyoThis means that many firms are
required to establish relationships with black-odiicempanies — essentially expanding their
business networks. Hence, it was expected thatpdreeived level of BEE compliance

empowerment would correlate positively with netwarempetence. Correlation analysis
revealed that overall network competence (r = 0.p32 0.000), specialist qualifications (r =

0.267; p = 0.000), and social qualification (r 268B; p = 0.000) correlate significantly

positively with perceived BEE compliance at the 98éfifidence level. Both the remaining

dependent variables (cross-relational and relatipaspecific) also exhibit positive, but

weaker, correlations with perceived BEE compliance.

The final organisational variable included in thedy is firm size as measured by the number

of employees and sales. For firm size by numbengfloyees, the ANOVA analysis revealed
no significant (p < 0.05) difference between groupish the exception of the cross-relational

11



variable. For this variable (E 3.284, df = 6, p = 0.004) significant differencgsre found
between firms having more than 5000 employees iams fwvith fewer than 50 employees, as
well as for firms with between 300 and 1000 empésye For firm size measured by annual
sales, no significant (p < 0.05) difference (ANOVBgtween groups was found. These
findings suggest that, as expected, firm size mightt play a significant role in network
competence.

Similar to organisational factors, personal fact@rsspondent) were also analysed for
differences between groups. In considering the tfanal deployment of respondents, the
analysis indicates that there are statisticallynificant (p < 0.05) differences in network
competence according to managerial position for ofvthe latent variables in the network
competence scale. These differences were obséovdle relationship-specific dimension
(p = 0.010), as well as for the overall network petence score (p = 0.039). This finding
suggests that managers from human resources secticore the relationship-specific
competence of the firm differently from how manager the marketing and information
sections do it. There is also a difference betwtbermean scores of HR managers and sales
managers on the overall network competence forfitine. This finding is treated with
scepticism as the number of HR managers in the Isasigery small (2.6%).

No significant (p < 0.05) difference between groapsording to managerial level was found,

suggesting that managerial seniority has littleaotpon perceived network competence. In
contrast, respondent age appeared to contain sgmécant (p < 0.05) differences between

groups for the relationship-specific dimension (F3=343, p = 0.003) and specialist

(F=2.305, p = 0.035) dimension. This result |s4g that the respondents in the age
category 46-50 years and respondents in the aggaras younger than 45 years seem to
respond differently. This finding is also limited only 8.2% of the sample came from the 46
to 50 age category.

Interestingly, a t-test for equality of means rdedathat the differences between South
Africans and non-South Africans on four out of fnee dimensions (including the overall
network competence score), is significant (p < D.®¢fowever, only 7.5% of the sample
consisted of non-SA citizens — thus, stronger awtdemay be required. It was expected that
within-country diversity (Burgess 2003) might rele#fferent network competence scores
based on ethnicity. Therefore, it was somewhat r®ing to find that no significant
difference (p < 0.05) was observed for four outfiee (including the overall network
competence) dimensions. The only significant déffee (p = 0.014) was found for the
relationship-specific dimension between “blackst @hose who “choose not to respond to
this question” (a category dictated by researchveotion in South Africa to avoid racial
discrimination). Finally, t-test analysis also rakezl no significant (p < 0.05) difference in the
network competence scores between males and females

These finding indicate that for most of the varggblthere appear to be no significant
differences in the network competence scores basedhrious organisational and personal
variables. However, some significant differencestémms of industry type, firm size,
functional area, respondent age and nationalityeweund, and kKl and H could not be
accepted, suggesting that network competence sooigte be influenced by variations in
personal and organisation characteristics.
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Conclusions

Emerging market scholars should not distance thimesdrom network research, because
business-to-business marketing stands to gainfiigni insights from such investigations.
This exploratory study, though significantly limidte suggests that emerging market
researchers and practitioners should proceed \itkian when using the NetCompTest scale
to measure network competence. The study reviealdgte validity of the scale could not be
confirmed under South African conditions. Thisulesnerely points to the urgency for more
studies and further testing in emerging market ¢os. However, there is no doubt that the
scale makes a significant contribution to the ditere and provides emerging market
researchers with a strong basis from which to adhesscale appropriately to the context in
which it is applied. In addition, the study alsoggests that personal and organisation
characters might play a role in the performancthefscale. This suggestion, although weak,
needs to be subjected to in-depth analysis to orthie situational imperatives for applying
the network competence scale. Future researchmatilbnly have to seek the optimisation of
the measurement construct, but also its relatipnstith other variables such as firm
performance in emerging markets and the distino@gs of the scale to other measures.
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