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Business Networks and their Phenomena
Vannak DOM*

Abstract

The business network formed across cultural and national
boundaries that has social interactions as a means to keep
their networks strong in addition to the business connection
they already established. A business network can be big or
small. Within the networks, players might have joint other
networks. These players are the member of business
networks at the same time they are a member of ethnic
networks. As a result, one node can have as many network
members as they can. Business networks have been focused
on business-related activities where the players exchanged
goods and services. Players gain advantages of business
networks in improving their business either direct or
indirect. Social practice and cultural practices have been
parts of the social interaction within the business network
environment.
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Introduction

Social networks have become one of the popular networks
from the last few decades with the growing emergence and
diversification of multinational cooperation pushed by
globalization. One of the fast-emerging networks is
business networks. Business networks along with other
networks such as social, political and cultural networks
help to shorten the distance of the modern world and as
well as complete the missing piece of the globalization
concept "closeness in the distant world" and "global
village". As pointed by various scholars in the field, the
business network is the product of the business
interactions among the business partners (Oberg, 2018).
These interactions can be motivated by the self-interests of

their business entities.

Business network theories have not been discussed in
detail due to a lack of sufficient empirical studies and
academic investigations. The empirical evidence is
considered fundamental to understand the phenomena.
However, Structures, roles, and relationships of the
networks have been the centered interests to analyze the
business networks. Investigating these three levels in the
business networks will be advantageous in better
understanding other different types of networks including

social, economic and religious networks by keeping in
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mind, the concept of nodes and links as the network

phenomena.

Regarding business networks, there are three important
questions to be addressed here. First, what are the
relationships among actors in the networks? what are the
methods they take to keep their networks healthy? Second,
is there any conflict that arises in the networks? These

three questions will be examined in this paper.
IL.Defining Business Networks

For Burt (1992), behind the entrepreneurial behavior,
networks were viewed as the indicator of entrepreneurial
opportunity and indicator of the motivations. Psychological
and cultural needs push the individual to be an
entrepreneur. Under the structural holes theory, Burt
explained three main concepts highlighting the reasons
why individuals form networks, which are "the
opportunity, the push, and the pull". The players are
pushed by their psychological and cultural imperatives to
be entrepreneurs and "pull” means they are motivated by
the promise of success. Structural holes point out that
there is a bridge that is working as a mediator or ties
among other groups or networks. Business networks
attract players by three benefits; providing access to

information or resource, access in an expedition manner
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and opportunity to bypass formal channels (Burt, 1992).
From his point of view, networks stand on the concept of
connectedness where the social actors utilize that
preferably joint network to serve their interests

psychologically and culturally.

Today business groups are emerging a faster manner. Both
local and global business groups have come together
forming one single entity or link among the networks itself.
These business groups that form the business
organizations have their structures but organizational
theorists were slower to see the organization forming
larger social entities, networks of cooperating units
(Granopetter, 2005). However, networks' structures keep
being changed from time to time as the networks
sometimes are dynamic and increase the numbers of the
nodes and links. Abrahamsen et al (2012) who have deep
interests in the manager's network theories discussed that
the change in the network structures as a result of an
evolutionary process. In doing business, people tend to
change their business strategies according to
circumstances, political environment and business
partners. The authors argued that events which can cause
the changes in networks' structure such as acquisition,
mergers, and bankruptcy. Empirical studies were
conducted in Salmon distribution networks from
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Norwegian farmers and exporters to Japanese distributors
and retailers indicated that these nodes were exchanging
the business goods as buyers and sellers. However, later
on, fish exporters and farmers started to have more nodes
within their networks as the demand in Japan increases,
especially when the fish market was slow (Abrahamsen,

Henneberg, & Naude, 2012).
IL.Lb. Phenomena of Business Networks

The study by Souma et al. (2006) on the correlation of
business networks explained why the business groups
(nodes) came together to form business networks. They
gave characteristics of the business networks discussed as
small-world networks and scale-free networks. It should
be noted that the business firms are the nodes where they
have formal relationships with other nodes. Through the
networks, the linkage that they have is sales. Nodes here
include suppliers and shareholders. The research adopted
1405 firms as a set of nodes for the study. During the
study, researchers had come across transaction networks,
shareholding networks and intersection networks in this
business network. Shareholding network and transaction
networks were argued by researchers that they have
characteristics of small-world networks which possibility
can cause the intersection network. Accordingly, firms are

the nodes here. Linkage in business networks that the
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nodes have is sales and bankruptcy probability. The study
also found that the correlation of sales primarily depends
on the type of network and the correlation between
bankruptcy probabilities was weak (Souma, et al., 2006).
The reasons behind the emergence of this network were to
do the transaction of financial related works by saving time
and resources, to have a shareholding to form a business
and to get help if the bankruptcy takes place. After forming
the network there was a low probability of bankruptcy and

firms smoothly operate.

Busquets et al argued that to run the business networks,
there are three requirements: first, the effective
management and implementation of key business
processes, second, the effective communication and
coordination between the firms in networks and third the
creation of an effective interface between the network and
its environment (Busquets et al.p.289). Study on
Adaptability in the smart business network, a case in the
insurance industry by Busquets et al (2009) was an
exploratory study to identify how the business networks
formed in the insurance industry. The focal firm was
Multiasistencia, which was a Spanish company operating in
Spain, Portugal, France, and the UK. In that study,
researchers identified four important nodes: (1) Corporate
clients which include banks, insurance companies, retail
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chains, (2) Multiassistencia which is the control center (3)
the end customers include individuals and enterprises (4)
trade professionals. Multiasistencia which is the control
center has more links to the other three nodes (Busquets,

Rodon, & Wareham, 2009).
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Figure.ll.a.i. (Busquet, Rodon & Wareham, 2009)

All nodes operate on their assigned roles which can be
linkages to one another such as invoicing, survey
satisfaction, request for a repair service, transferring of a
request, etc. after forming the smart business networks to
help the insurance industry operate in more effective ways,
faster and efficient. They have successfully adapted four
domains, the automatic response, assimilation,
accommodation (finding new market) and environmental

enactment.
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Studying on the skilled migration and business networks
by Docquier & Lodigiani (2010) examined how the skilled
migration workers came up and form their networks
among their diaspora communities. They talked about the
cross border investments among them. There are reasons
that diasporas could come out with the investments due to
the structure of the labor force, country openness, political
climate, and network effects. Diasporas who engaged in
this business network are the nodes and they have
linkages based on the flow of their investments. The study
conducted on 114 countries revealed the existence of
strong network effects associated with skilled diasporas.
The effects of the networks were opportunities to produce
more human capital and physical capital (Doquier &
Lodigiani, 2010). Different studies highlighted that
migration networks help increase the international trade
flows among countries and a source of growth for the

region (Kerby, 2018; Sangita, 2013).

Guercini & Runfola (2010) conducted a case analysis in the
fashion industry to understand business networks and
retail internationalization based in China and Italy. The
business networks in the fashion industry were formed as
they thought China is one of the main markets both
production and commercial potential. The Tessilform
established relationships with existing suppliers and
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customers and also creating new relationships. They have
very strong supply networks with Chinese customers and
also with Chinese firms back in Italy. Retail companies in
China acted as a node connected with Tessilform in Italy
where they exchanged the products mainly to Hong Kong,
China. In the first stage, Tessilform had only one node
which had direct linkage but later on Tessilform could have
other weak linkages with the other two nodes by keeping

the first node (Guercini, Simone & Runfona, Andrea, 2010).
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Figure.Il.a.ii. (sourcé: Guercini & Runfola.2010)

In the Asian context, the Asian business network is one of
the business networks which draws attention to many
scholars in how these networks respond to the
globalization process. Carney (2005) argued that Asian
business networks shifted from local institutional context
to global and local institutional context and corporate
governance influence its network renewal. These networks
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were established when the westerners started moving to
Asian countries to exploit cheap labor and resources.
Nodes or actors in this Asian business network will be
helping them with the local bureaucratic procedure and so
on. They are the investors, second-tier producers, and
second subcontractors. These nodes linked each other
through a system of spot-market contracts. Family
business group networks also emerged in this context
(Carney, 2005). After forming the networks, they could
increase production scale, renewals of their networks and
modernize their networks' structures and management

such as contracting style and governance.

Business networks are about the bonds and the actors of
the networks. Bjorkman & Kock argued that two important
dimensions are playing in the business networks: how the
strength of the bonds is and the centrality of an actor in the
networks. In business networks, both weak and strong ties
are playing separate roles. In the Chinese context,
according to the study, social relations play very important
roles in the networks. Since the end buyers in China are
often state-owned companies, these companies acted as
nodes. The authors identified them as organizational
actors from government offices from provinces in China
that purchase the goods from the INFRATECH. But
INFRATECH's Beijing office acted as the centrality of the
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actor in this business network since it has more numbers
of direct links to city governments, institutions, ministerial
levels, and other organizations. The resources they used to
exchange are money, goods, information, status, and
services of different kinds. The author found out that a
large number of transactions were exchanged through
personal relationships, which Chinese called guanxi
networks (connection, relationships) both legal and illegal.
With the help of guanxi, importing licenses and
information was very fast (Bjorkman, Ingmar & Kock,

Soren, 1995).
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INFRATECH's
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Figure.ILb.iii. (source: Bjorkman & Kock.1995)

Cheong on their study on Chinese business networks and
their implications for Korea argued that guanxi is also
important. Today, there are around 36 million of the

Chinese population living overseas comparing 6.8 million
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overseas Koreans. Chinese has their guanxi networks in
place for a very long time. By their perception, they believe
that investment in their homeland would give them good
profit while overseas Koreans are skeptical about that. The
Chinese business networks are formed from host countries
to their homeland China due to the government policies’
after Mao Zedong's period. The Chinese government
passed laws and arranged offices for overseas Chinese and
they are led by guanxi networks. Nodes in these networks
are individuals, Chinese associations, enterprises,
companies and people who have the same family names.
These nodes have no proper linkages to each other except
those who are in close relationship and proximity. There
are not many overseas Korean businessmen. The author
argued that this is due to the investment in Korea by
overseas Koreans is not done by many Koreans and
suggest the government should give them opportunities

and attract them (Rok Cheong, 2003).

The study by Chee Kiong & Pit Kee (1998) on guanxi bases,
Xinyang and Chinese business networks revealed that
Chinese business networks were formed and maintained
through their won traditional styles of networks where
they called guanxi and Xinyang. These networks can be
formed cross national boundaries based on what they
called guanxi bases: locality/dialect, fictive Kkinship,
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kinship, workplaces, trade association/social clubs and
friendships. People who want to join this guanxi Chinese
business networks, sometimes, need to depend on
intermediaries. Besides the formal business networks
activities, to maintain the guanxi business networks, nodes
have to have more often continual interactions such as
social visits, dinner invitation and gatherings which are the
informal relationships (Chee Kiong, Tong & Pit Kee, Yong,
1998). After forming business networks, guanxi
relationships are getting stronger among the nodes. Social

interactions are also required.

Phakhar & Ramal (2013) were trying to identify the socio-
economic, cultural and political factors/forces which
influence the international business negotiation among
Arab businessmen. They argued that to construct the
networks, Arab managers used Wasta connection which
was negatively criticized as nepotism. After the business
networks were formed and during the international
negotiations were being carried out, there are three
important features that Arab managers use to carry out
their international negotiations with international nodes.
First, the trust and relationship by having prior
interactions and spending much time before the networks
were established. Second, the impact of the political
environment that these Arab managers expect from
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foreign negotiators. Third, time sensitivity, the Arab
managers are ready to spend time to build trust and
relationship before and after the negotiation (Khakhar &
Rammal, 2013). People who are in the networks circle or
those who are the negotiators are the nodes that share the
links with Arab managers by doing business and have

some social interactions.

Donckels & Lambrecht (1994), their study on networks
and small business growth from an explanatory model
found that there was a causal relation between networks
and small business growth among all kinds of
entrepreneurs regardless of education, both small and big
sized companies. These nodes have often connected. They
contact through discussions and trade fair participation.
The nodes who participated in the trade fairs have a
stronger tie with international nodes than the national
participants. Authors found out that contacts with national
and international entrepreneurs are the most important
and proved to be very helpful for business growth
(Donckels, Rik & Lambrecht, Johan, 1995). From the study,
these entrepreneurs formed the business networks but
have no formal linkage beside trade fair for business
discussions where they can exchange their experience on
the networks. This trade fair helps their small business
grow.
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Nystrom (2009) argued that when people establish
business networks, they need six requirements: trust,
commitment, adaptation, co-operation, mutual goals and
communications between actors. They called business-to-
business. Business networks are the result of the
interactions. They argued that business networks in the
modern world are facilitated by modern technologies as
technologies help with identifications, legitimation, and
adaptation. The actors use technological means as
communication and interact with local actors with
strategic goals shared. These actors share know-how,
resource, and information. Business networks can be
complex but it is needed for developing and
commercializing an innovation (Nystrom, 2009).
Technological convergence also influences the change of

the business networks and its outcome.

In business networks, there is cooperation and also a
competition. Bengtsson and Kock (1999) argued that the
actors within the networks have cooperated but at the
same time they secretly competed. The competitors in
business networks developed their relationship among
themselves both vertically and horizontally but their
relationship is still built based on trust and mutuality.
Authors argued that relationship of the competitors in the
business networks from horizontal relationship kind was
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said to have for characteristics: coexistence (merely
information), cooperation (business, information, and
social exchange), competition (action-reaction pattern),
and co-competition (both economic and non-economic
exchange) (Bengtsson, Maria & Kock, Soren, 1999). Nodes

are the competitors in the networks.

For business, the network is a valuable phenomenon.
Dumitrascu et al. listed out several important factors as an
asset for the business to grow. First, the current business
world becomes so complex so there is no organization can
exist and grow on its own. Second, value networks can
increase the effectiveness in the networks due to
knowledge accumulation. Third, it generates new
connection value networks to generate knowledge
simultaneously and spread rapidly. Fourth, networks are
always prepared for pre-crisis and post-crisis. Networks
have features of a loos structure and have few rules and
diffuse the command chains "decentralization of power". A
business organization or business network, according to
Dumitrascu et al.,, help the networks' nodes to establish a
learning environment for nodes themselves. By keeping in
mind the feature of the business network, the business
network is an organization established for business growth

and preparation for any chaotic situations. Nodes are the
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players who will be dealing with those situations

(Dumitrascu, Vadim, et al, 2014).

In Germany, there are 320 business networks are
operating in 45 industries. The study was conducted to
explore the governance and management of those
horizontal retail business networks by Padula & Wegner in
2010. Authors picked up three big retail networks: the
Intersport retail networks which this network consists of
1200 member-firms and more than 1500 outlets and 800
of them use the network brank, the ANWR groups with
1500 retailers and 3800 stores, and the Expert retail
networks which are a coalition of 230 independent retail
electronics firms. Nodes within these three retail networks
have linkages with each other by exchange products only
from the headquarters and each retail shop. It seems that
retail shops have no connection with each other. However,
managers also have direct interactions with those
members and kept their headquarters informed. They also
offered support services and business strategies to their

members (Wegner & Padula, 2010).

De Klert (20110) argued that in the business networks, the
most important component which valued by the nodes in
the trust which they called to trust in the relationship.
Relationship ties bind nodes together from a different

component. After the establishment of the networks, these
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nodes need to enhance the cooperative motive and
relationships between the different network players
(nodes) and create a strong sense of community. Their
empirical study revealed that trust in the relationship is
crucial to the networks. Responsibility, integrity,
accountability, credibility, common understanding, etc,
players should develop within the networks (Klert, 2012).
In business networks, there might be different
relationships existing in the networks. Having drawn from
the value net, Ritter et al (2004) identified those
relationships in the form of customers, competitors,
suppliers, and companies. The relationship holders are
acting as nodes and only companies can interact with more

nodes than others.
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Figure.4. (source: Ritter et al.2004)
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But the number of players can be increased from time to
time as the business keeps expanding. Ritter et al were
interested in how the players maintain and develop their
effective relationships among the actors. Different firms
have different abilities in keeping their relationships.
However, it proved that there are challenges among the
managers in developing and managing in such various

players (Ritter, Thomas, et al, 2004).

Network

Figure.5. (source: Ritter et al.2004)
It is not only the big companies or big firms that have
established their business networks but also the small
enterprises have done the same. Small business networks
have dispersed and heterogeneous natures of networks
with fuzzy boundaries and resource-based and labor-
based. Small business entrepreneurs usually learned or
worked in big companies and started on their businesses
on a small scale. Their contracts and networks even got

from big companies where they have been working. But
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they usually remain small and flexible in networks

(Toveda, 2006).
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Figure.6. (source: Toveda.2006)

II1. Discussion and Conclusion

A business network is always looked for by both
experienced and inexperienced entrepreneurs across
national boundaries, culture, race, and ethnicity due to the
availability of modern transportation and technology.
Modern business networks become an integral part of
modern economic systems in developing countries as
those countries are still depend on economic and business
cooperated organizations. Entrepreneurs who come and
form the networks today are more likely to be taking 3

advantages besides Burt's three premises. First, they
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formed business networks for popularity. Some social
actors accept the networks so that it will be increasing
their brand popularity for reasons such as affiliation and
franchise. Second, it is for the benefits of financial
assistance for the newly established organization to insure
the spot and avoid competition with established ones.
Third, the experience is one of the most components to
make the business successful. Actors can share their
experiences and help to consult each other. There is an
increase in business tour among their networks to learn
from each other these days. Fifth, forming a group will help
them to safeguard their rights.

The literature review pointed out that there are different
kinds of business networks have been established from
small to big business networks. Their social interactions
have been made beyond business environments. One
notable thing which one can learn from the business
networks is the cultural influence over the social
interaction in the networks. Guanxi network in China and
Wasta networks in Arabian countries can be taken as
examples to understand how local cultural influence the

network social interaction.

Whether or not religious influence has on social interaction
and network formation when the nodes came together and

form the business networks. Or if there any cross-religious
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business networks as well and what the challenges that the
nodes face or what methods they use to overcome those

challenges.
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