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MAKING CONNECTIONS: SOCIAL NETWORKS IN INTERNATIONAL

BUSINESS

Abstract

Insights from social network research have generated significant
advancements in disciplines such as sociology, economics, and
psychology. In comparison, the incorporation of social network ideas
into international business (IB) research remains more limited. The
purpose of this special issue is to foster further research on social
networks in IB. In our introductory essay, we provide a brief overview
of network research in the IB domain to give a sense of some of the
major ongoing themes and to illustrate how the social network
approach can provide fresh insights and add substantive value to the
field. To emphasize the considerable potential of using social network
theories and ideas to advance research and understanding in IB we
also indicate some future directions. We follow these with a summary
of the five articles in the special issue.



INTRODUCTION

The progress of research on social networks has enabled the increasingly fruitful
application of network ideas across disciplines (e.g., Barabasi, 2002; Burt, Kilduff, &
Tasselli, 2013; Christakis & Fowler, 2009; Jackson, 2008). In addition to its longstanding and
ongoing prominent role in sociology, the network perspective has yielded, and continues to
yield, significant advancements in economics, psychology, and in inter-disciplinary research.

Considering the prominence of the social network perspective in its instantiations
across business disciplines, its incorporation into international business (IB) research remains
limited by comparison. Relatedly, many IB studies have used networks predominantly in
primarily a metaphorical sense (Ghoshal & Barlett, 1990). Nevertheless, there are studies that
have drawn more explicitly from social network theory and methods to explore IB-related
questions (e.g., Ghoshal & Barlett, 1990; Vasudeva, Zaheer, & Hernandez, 2013; Haas &
Cummings, 2015). These examples illustrate the rewards to applying social network theories
in IB research. Therefore, through this introductory essay, and the articles in this special
issue, we seek to foster further research on social networks in IB.

In this essay, we provide a brief overview of the network perspective and network
research in IB. In doing this, we touch upon some articles to illustrate the themes that we
observe in work that has appeared across the spectrum of journals that publish research on IB,
focusing mostly on research published in the last two decades onward. Rather than attempting
to be comprehensive in this brief review, our aim is to provide a sense of some of the ongoing
themes and recent directions that investigate IB-related phenomena at different levels that use
network arguments, measures, or methodology. In some cases these components constitute
the core of the article, whereas in others they are employed to investigate intervening
mechanisms, boundary conditions, or as an empirical tool in operationalization (mostly) or

estimations (rarely). Throughout this brief overview of network research in IB, we also refer



at times to more general non-IB network work when we believe this helps position the work
that has been done in IB. In each of these sections on research in different levels, we also note
a number of directions for future research, following our review of key themes and directions.
In these brief sections, we touch upon some points that we see as gaps in the IB literature,
considering the broader literature on social networks outside IB.

Before delving into the different areas that characterize the social network research
within the IB arena, it is helpful to set the stage in terms of network research more generally.
The social network approach is unusual in bringing a distinctive theoretical and
methodological lens to bear upon different levels of analysis. Whether the analysis is at the
individual, organizational, interorganizational, or inter-geographical level, the network
perspective exploits its core ideas to identify research opportunities. A social network, at any
level, can be defined as a set of nodes and the connections and the absence of connections
between these nodes. The core ideas that are brought to bear upon a network of people or
organizations include the following four interrelated concepts that drive much of the research
agenda: the importance of relationships among actors, the embeddedness of exchange within
social relations, the structural patterning of relationships in terms of centrality and
peripherality, and the advantages versus disadvantages of network connectedness (Kilduff &
Brass, 2010).

The first leading idea, the importance of relationships, is implicit in nearly all research
on multinational corporations (MNCs), given the attention focused on HQ/subsidiary
engagement (see Kostova, Marano, & Tallman, 2016, for a review). From a social network
perspective, it is through relationships that knowledge is transferred by, for example, the
movement of personnel between subsidiaries (Cheong, Sandhu, Edwards, & Poon, 2019) or

the provision of advice from one subsidiary to another (Tsai, 2001).



Embeddedness is a key concept in network research and in IB research building on
the influential work of Granovetter (1985) and Uzzi (1997). Actors, either individuals or
organizations, are embedded within a network to the extent that they show a preference for
repeat transactions with network members; and to the extent that ties are created, renewed,
and extended through the network of connected actors rather than through outside actors
(e.g., Gulati & Gargiulo, 1999). There is a vibrant history of research on embeddedness
within IB (see Heidenreich, 2012, for a review). For example, recent research contrasts the
effects of internal embeddedness versus external embeddedness on global knowledge
sourcing by research and development subsidiaries (Asakawa, Park, & Kim, 2018).

A third leading idea important for IB research from a network perspective is structural
patterning. Network research allows the study of the whole and the parts of social networks
simultaneously (Wellman, 1988). The parts of the network include dyads (e.g., two
subsidiaries connected through a knowledge transfer arrangement), triads (e.g., three
subsidiaries that share the same HRM practice), cliques (e.g., three or more subsidiaries who
preferentially share R&D with each other), and larger structures such as components (i.e., a
set of organizations that can all reach each other through alliance ties — see Powell, Koput,
& Smith-Doerr, 1996). In principle, it is possible for research to address all of these levels
simultaneously, although this is almost never achieved in practice. Instead, there is intense
interest in looking at the whole network and the extent to which organizations occupy
different positions within the network. For example, units that are central within the
knowledge transfer network of the MNC gain advantages over their rivals in terms of
innovation and performance (e.g., Tsai, 2001).

Relatedly, therefore, the social network perspective emphasizes that social network
relationships provide opportunities and constraints that affect the outcomes that people and

organizations care about. As the previous example (Tsai, 2001) illustrates, centrality within a



network typically provides benefits. More generally, different configurations of inter- and
intrafirm network structures influence the ability of multidivisional firms to acquire
knowledge from alliance partners and to diffuse such knowledge across business units
(Walter, Lechner, & Kellermans, 2007). Within network research, the structural hole
perspective has been the major vehicle through which advantages and disadvantages of
network positions have been explored (Burt, 1992). One influential study examined a
longitudinal data set comprising the linkage and patenting activities of 97 leading firms from
the chemicals industry in Western Europe, Japan, and the United States. The results showed
that, in this particular interfirm technology linkage network, direct and indirect ties
influenced innovation output positively, but the impact of indirect ties was moderated by the
firm’s level of direct ties. And, surprisingly, as the number of structural holes increased in the
interfirm collaboration, innovation output decreased (Ahuja, 2000). Similarly, for a
population of 4,088 banks engaged in foreign-exchange trading, results showed a significant
negative relationship between the bridging of structural holes in a bank's information network
and the extent of the bank's market influence (Zaheer & Zaheer, 1997). By contrast, at the
individual level, recent research concerning 276 scientists, researchers, and engineers from
the R&D division of a large multinational high-tech company, showed that the effects of
external knowledge on innovation generation become more positive when individuals
sourcing external knowledge spanned structural holes in the internal knowledge-sharing
network (Tortoriello, 2015). Moreover, there is a major debate regarding the value of
brokerage and closure in social network research (e.g., Burt, 2005; Gargiulo, Ertug, &
Galunic, 2009; Carnabuci & Dioszegi, 2015) that has important implications for research on
social networks in IB.

These leading ideas of the organizational network research program represent the

basis from which innovative research springs. In the following review of network research in



IB, the importance of network relationships is taken as given; and there is particular emphasis
on social network embeddedness and network position. We organize our review by level of
analysis, starting with the interpersonal level and ending with the regional and country
levels.? For each of these levels, we discuss themes, findings, insights, and directions for
future research. We then position the articles in the special issue, and their contributions to
the literature, and end with a brief conclusion.
INTER-PERSONAL NETWORKS IN INTERNATIONAL BUSINESS

While perhaps smaller in volume than work at other levels, research on interpersonal
networks in IB spans a wide variety of topics. To make sense of this variety, we organize this
section into empirical research on embeddedness, boundary spanning, and knowledge
transfer, which we follow with a sub-section on conceptual and theoretical papers.

Embeddedness. A core concept in social network research is embeddedness, which
refers to the overlap between social ties and economic ties; or the nesting of social ties within
other ties (Kilduff & Brass, 2010). In the IB arena, the term has taken on a variety of related
uses. For example, the extent to which expatriates are autonomously motivated predicts
embeddedness in the sense of feeling connected to an organization or a community (Chen &
Shaffer, 2017). Embeddedness also refers to the extent to which an individual relies on online
social connections through LinkedIn, and this type of embeddedness provides resources and
protects against opportunism (Sigfusson & Chetty, 2013). In addition, embeddedness in terms
of friendly relations between venture capitalists and those who refer them to entrepreneurs
lead to positive investment decisions in Russia (Batjargal, 2007). Embeddedness in small
dense networks facilitates early-stage international new venture development, but is less

useful as the venture evolves (Coviello, 2006). Ethnic networks that stretch across borders

2 Some studies focus on multiple levels. We cover such studies at the level we think they are most relevant for,
and in some cases the same study might be discussed in more than one section, for different levels of analysis.
To highlight the importance of these multi-level or inter-level studies, we discuss the implication of such
research at the end of our review.



facilitate cross-border venture capital flows — these flows, therefore, are embedded in
transnational communities (Madhavan & Iriyama, 2009). Embeddedness also encompasses
the extent to which individuals develop local environmental ties as opposed to MNC
organizational ties (Newburry & Yakova, 2006), and the extent to which economic actions
that are embedded in social relations nurture those social relations so that they become more
trusting and collaborative (Su et al., 2009).

Firm embeddedness, in terms of the social ties among business owners within a
community, both constrains and enables firm-level outcomes (Uzzi, 1997). Thus, the high
level of social ties in a region creates multiple channels for contacts among managers and
employees of firms, making it easier for firms to obtain knowledge about opportunities in
foreign markets. Business relations embedded in social relations tend to affect outcomes in
transitional economies relative to market economies (Luk et al., 2008). Managers rely more
on relational ties as asset specificity and uncertainty increase (Zhou, Poppo, & Yang, 2008).
But as ties become denser, there is an increasing likelihood that firms will interact only with
local actors rather than pursuing foreign markets (Laursen, Masciarelli, & Prencipe, 2012). At
the same time, potentially lucrative opportunities for entrepreneurs lie beyond embeddedness
within their international communication networks (Ellis, 2011).

Embeddedness in social networks inhibits opportunism (Granovetter, 1985). A study
of 192 international joint ventures found that, within collectivist versus individualist cultures,
interparty attachments and boundary-spanning ties were stronger inhibitors of opportunism
(Luo, 2007). A related finding is that among managers, affect and cognition-based trust is
more intertwined in the collectivist culture of China relative to the individualist culture of the
USA (Chua, Morris, & Ingram, 2009). For partnerships between Western-based and Eastern-

based firms, commitment to further exchanges predicts export performance, and is itself



driven by the reciprocal cycle of each partner’s perception of the other’s commitment (Styles,
Patterson, & Ahmed, 2008).

Boundary Spanning. Boundary spanning is also an important topic in social network
research. Contacts across international boundaries provide knowledge of market opportunities
(Ellis, 2000). In the case of expatriates, their boundary spanning activities are facilitated to
the extent that they gain local experience and build diverse social networks (Au & Fukuda,
2002). In a Chinese context, boundary spanners in supplier firms use personal network
connections to influence retailers when dependence on retailers is high (Su et al., 2009). For
Chinese firms, managerial ties with foreign suppliers, competitors, and customers have a
positive (albeit mediated) effect on international performance (Lu, Zhou, Bruton, & Li,
2010). Foreign firms within China benefit from their use of business ties, but profitability
suffers if they rely heavily on political ties (Li, Zheng, Zhou, & Shao, 2009).

A qualitative study of expatriates confirmed that the boundary spanning role is, as
agentic social network research would predict, concerned with building and maintaining
relationships with agents external to the organization, often with diplomats or government
officials (Johnson & Duxbury, 2010). A more recent combined quantitative and qualitative
analysis showed that key boundary spanners possess rare and difficult-to-imitate abilities,
including cultural and language skills (Barner-Rasmussen, Ehrnrooth, Koveshnikov, &
Makela, 2014). In the context of China, some Chinese managers in foreign-owned companies
acquire, crosscheck, and filter information from client companies and other sources that is
only made available to them, as members of the relevant guanxi network (Gao, Knight, Yang,
& Ballantyne, 2014). Research also emphasizes the importance of language skills. For
example, to the extent that Czech CEOs and their international contacts share the same
languages, the CEOs’ firms are able to internationalize faster (Musteen, Francis, & Datta,

2010). In general, individuals with more cultural identities tend to have more social capital



and higher levels of intercultural skills than those with fewer cultural identities (Fitzsimmons,
Liao, & Thomas, 2017).

Social network brokerage is a form of boundary spanning often studied in Western
contexts, and sometimes claimed to be less effective in collectivist cultures (e.g., Xiao & Tsui
2007). However, recent evidence showed, for a large-sample of Chinese entrepreneurs, that
business success was associated with networks rich in structural holes, a finding in line with
prior research in Western contexts (Burt & Burzynska, 2017: 238). But guanxi ties, defined
as those in which trust was high and relatively independent of the social structure around the
relationship, were over six times higher in this Chinese sample, relative to a U.S. sample of
bankers and analysts (Burt & Burzynska, 2017: 240). There are differences, therefore, in
Chinese relative to U.S. social networks, but the evidence suggests that brokerage and closure
operate similarly in the two contexts.

Knowledge Transfer. Turning to research on knowledge transfer, we note that a
basic challenge facing the multinational corporation is the facilitation of learning across
different divisions and countries. One study of a large MNC across over 13,000 dyadic
interactions showed that barriers to knowledge seeking were greater across geographic
differences compared to nationality differences: people based in different parts of the world
were less likely to seek knowledge from each other than were people who were of different
nationality (Haas & Cummings, 2015). Relatedly, people working within subunits of the
MNC can gain innovative ideas from non-employees who work in the local environment, as
well as from employees who work in subunits based across national borders (Morris,
Hammond, & Snell, 2014). Firms also gain knowledge from directors who sit on other
company boards, including knowledge concerning how to expand into foreign markets (Ang,

Benischke, & Hooi, 2018).
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One of the prime sources of new knowledge comes, not from directors, but from
returnees to their home countries from foreign assignments or foreign educational training.
Returnees are likely to use this knowledge to facilitate their entrepreneurial initiatives,
especially if the home country provides support policies for returnee entrepreneurship (Lin,
Lu, Liu, & Zhang, 2016). Firms started by returnee entrepreneurs are more innovative than
firms started by local entrepreneurs in the case of China (Liu, Lu, Filatotchev, Buck, &
Wright, 2010). Returnees to China and other countries who have been trained in the U.S. in
corporations such as Google and Merrill Lynch are more successful at transferring knowledge
to their home-country employers if the returnees have been embedded (e.g., completed a
degree) in both the U.S. and the home country. But home-country xenophobia diminishes the
positive effect of host-country embeddedness while increasing the positive effect of home-
country embeddedness (Wang, 2015). Along these lines, business knowledge obtained from
interpersonal ties in more developed countries is not always more useful than locally sourced
knowledge. Overseas knowledge is preferable when new-to-the-industry knowledge is
needed, when there is a strong tie, and when the knowledge does not involve a long
discussion, but otherwise local knowledge is preferable (Levin & Barnard, 2013).

Knowledge seeking is an instrumental relationship in that one person seeks resources
from another. Valuable knowledge is often found from people who are different from oneself
(e.g., Ertug et al., 2018). Thus, it is not surprising that, within the multinational enterprise,
strong instrumental ties tend to form between managers who differ in nationality and in
residency status (i.e., local vs. expatriate). In contrast, strong expressive ties, such as
friendship, tend to form between managers who are similar on these characteristics (Manev &
Stevenson, 2001). Is it similarity or difference in relation to social ties that drives strategic
decisions? Firms’ decisions concerning the locations of offshore service units are

significantly affected by ethnic similarity in the case of Indian CEOs (Zaheer, Lamin, &
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Subramani, 2009). Leaders of multinational teams are more likely to profit from the local
knowledge of employees from underrepresented nationalities when the CEOs share the same
nationality (Troster & van Knippenberg, 2012). In terms of language, MNCs who recruit on
the basis of competence in English may facilitate knowledge transfer between subsidiaries
and headquarters but may pay a penalty in terms of acquiring less knowledge transfer from
local environments (Peltokorpi & Vaara, 2014). Companies that make use of the local lingua
franca tend to benefit in terms of better stakeholder relationships (Selmier 11, Newenham-
Kahindi, & Oh, 2014).

For expatriates within MNCs, interactions with host country colleagues tend to
improve performance through the provision of new knowledge (Bruning, Sonpar, & Wang,
2012). Indeed, having a host-country mentor significantly increases expatriate knowledge
sharing whereas having a home-country mentor negatively affects expatriate organization
identification and job satisfaction (Carraher, Sullivan, & Crocitto, 2008).

Conceptual and Theoretical Perspectives. Social network research at the
interpersonal level concerning IB also incorporates a set of conceptual approaches. In the
context of negotiations and bargaining in the international arena, national culture is
hypothesized to affect the extent of clique formation with consequences for the type of
problem-solving approach and the extent to which outcomes are creatively beneficial
(Money, 1998). Relationships among international bargaining participants, including
relations among nation states, multinational enterprises, NGOs, and multilateral
organizations, can be modeled as a network that highlights the importance of understanding
coalitions and differences in actor power (Nebus & Rufin, 2010). Along these lines, the
multinational corporation can be modeled as a multilingual community in which parent
functional language and subunit functional languages are concurrently used and linked

through an intra-corporate communication network (Luo & Shenkar, 2006). Within such a
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network, there is interest in modeling the ways in which human capital and social capital
interact to affect employee development and knowledge transfer (Crane & Hartwell, 2019).
Repatriates (i.e., people who return from foreign assignments to their domestic
organizations), in particular, may be able to share valuable knowledge depending on
managerial and organizational characteristics of the domestic organization (Oddou, Osland,
& Blakeney, 2009). Managers in smaller organizations engaged in export activities can gain
resources and knowledge from personal contacts including former colleagues, relatives, and
personnel in supplier companies (Andersen, 2006). For managers in larger companies, there
is the possibility that individual level social capital provides the foundation for the
development of firm level social capital (Griffith & Harvey, 2004).
INTER-SUBSIDIARY NETWORKS IN INTERNATIONAL BUSINESS

In this section we review work that touches upon networks and investigates
phenomena at the subsidiary level (by which we generally mean research at the subsidiary,
inter-subsidiary, headquarter [HQ]/MNC, and HQ-subsidiary levels, although we also refer
to other work), including much work that builds on Ghoshal and Bartlett’s (1990)
conceptualization of the MNC as an interorganizational network.

We will touch upon three themes, which are (i) knowledge transfer/learning, (ii)
autonomy, influence, power, and (iii) performance. The grouping and the labels we use are
meant to provide an idea of themes, rather than being mutually exclusive, if for no other
reason than the fact that matters of learning, influence, and performance are not independent
of each other.®

Knowledge Transfer and Learning. One major theme of ongoing concern is

knowledge transfer or learning, which is mostly considered as occurring inter-unit (inter-

3 We include some work on international joint ventures (1JVs) in this section. It is true that unlike the case for
subsidiaries, headquarters typically do not have complete control over joint ventures. However, because the
mechanisms or arguments were similar in some cases, we chose to touch upon some studies here that study
1JVs, rather than subsidiaries as such.
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subsidiary) or between the HQ and subsidiary (in either direction). The level of interest in
research on these phenomena is to be expected, given their importance for the parties
concerned (subsidiaries, the HQ, and external partners) and the challenges involved. The
primarily positive function of relationships, social capital, and networks on (facilitating,
enhancing, enabling) knowledge transfer and learning have been well documented. Most
studies use survey data, which is to be expected given the constructs of social ties, networks,
or networking that usually call for this methodology. Learning and knowledge transfer have
also generally been measured using surveys.

To illustrate the main findings in this stream of work with some examples, using data
from 140 international joint ventures (1JVs) that operate in Hungary, Dhanaraj, Lyles,
Steensma, and Tihanyi (2004) find that embeddedness (as captured by parent-1JV tie strength,
trust, and shared systems, which the authors refer to collectively as social or relational
embeddedness) influences the type of knowledge transferred from the parent to the IV
(finding these to be a stronger predictor of tacit than of explicit knowledge transfer), as
contingent on the age of the 1JV. A contemporaneous study of 134 Western subsidiaries
located in Finland and China, by Bjorkman, Barner-Rasmussen, and Li (2004), also finds that
corporate socialization mechanisms (such as inter-unit trips, international committees, and
training programs with participants from multiple units) are positively related to inter-unit
knowledge transfer. Continuing this theme, using survey data collected from the managers of
163 subsidiaries in a multi-country sample, Venaik, Midgley, and Devinney (2005) find that
inter-unit networking is positively related to inter-unit learning, and they also observe a
smaller and statistically weaker relationship of such networking to subsidiary performance.
Also investigating the topic of social interactions and knowledge-sharing within MINCs,
drawing from the sender-receiver model and social learning theory, Noorderhaven and

Harzing (2009) find, using data from 169 subsidiaries of nearly 50 MNCs, that social
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interactions (as taking place between managers from different subsidiaries of the MNC) are
positively related to within-MNC knowledge flows, and the authors also explore
contingencies with intriguing implications.

As the studies reviewed above and many others have documented evidence of the
(primarily positive) effect of networks and networking on knowledge transfer and learning,
some recent studies take this link as assumed (as the operating mechanism that is not then
necessarily directly measured or observed) in deriving their hypotheses. For example, Dau
(2018), using multi-year data on the largest Latin American companies, suggests that a parent
firm’s centrality in its network of subsidiaries makes the firm learn faster through its
subsidiary network configuration, yielding the (supported) prediction that it thereby
positively moderates the effect of pro-market reforms on profitability. Other recent studies
continue to investigate the implications of more granular or different types of network
mechanisms for knowledge-related outcomes. For example, Asakawa, Park, Song, and Kim
(2018) use data on 99 R&D subsidiaries of 62 Japanese MNCs to predict and find that
different types of vertical embeddedness (administrative versus knowledge) have different
implications for global knowledge sourcing by these subsidiaries. Vertical administrative
embeddedness obstructs such sourcing whereas vertical knowledge embeddedness facilitates
it.

Subsidiary Power, Autonomy, and Influence. A second major theme converges
around the issues of the power, autonomy, and influence of the subsidiary, which are also
inherently related to the power, influence, and control of the HQ over its subsidiaries. Studies
in this theme have used different ways to measure network ties, network structure, and
networking activities, and have also drawn from related arguments, including those about

issues of power and politics.
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Using survey data from 275 UK subsidiaries of non-UK firms to test their hypotheses,
Mudambi and Navarra (2004) developed in detail the idea that knowledge flows within
MNCs are an important factor of the bargaining power of and rent appropriation by
subsidiaries. Categorizing multiple types of knowledge flows that involve subsidiaries, and
taking into account modes of entry as well as research intensity, the authors investigate the
sources of knowledge output and bargaining power of a subsidiary, the role of knowledge
output as a determinant itself of bargaining power, as well as the relationship between
bargaining power and rent appropriation by the subsidiary. Andersson, Forsgren, and Holm
(2007) develop a model, which they test with data from 97 subsidiaries of 20 MNCs, that
considers the MNC as a federation (an arena for bargaining) to analyze the source of the
influence and autonomy of subsidiaries (their specific and close external business ties), and
how the HQ can counteract and reduce such influence and autonomy (based on HQ’s
knowledge of a given subsidiary’s business network). Dorrenbacher and Gammelgaard
(2010) analyze the case of a charter removal of a Hungarian subsidiary of Siemens, to study
how both the resources (in this case, the specialization) and the network attributes and
position (network density) of a subsidiary can influence (in this case reduce) its network
centrality, thereby making more likely the removal of its charter. Again touching upon
matters of power, using a critical discursive perspective, Balogun, Jarzabkowski, and Vaara
(2011) study the case of a European subsidiary of an MNC to suggest how resistance, and the
related dynamics power and politics, are an important part of integration.

Unpacking some of the mechanisms through which the network(ing)-influence links
work, Najafi-Tavani, Giroud, and Andersson (2014) use data on 184 subsidiaries in the UK
that are foreign owned to suggest that the widely-assumed effect of a subsidiary’s networking
activities on its influence are largely mediated by the presence of knowledge-based activities.

Even though the authors note that network activities are nevertheless an important constituent
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of a subsidiary’s power base, their analyses suggest that the effect of such activities on
influence are primarily indirect, as obtaining through knowledge development and issue-
selling activities. In this vein, Chung, Lee, Beamish, and Isobe (2010), using data on 1519
subsidiaries of 471 Japanese corporations in 5 Asian countries, argue for the related point that
network characteristics of subsidiaries are not the sole determinants of their expansion or
contraction, but that these need to be considered in conjunction with the real options
orientations of those same subsidiaries to understand the role they play in such expansion or
contraction. In contrast to the primarily static view of most of the quantitative work in this
area, Ambos, Asakawa, and Ambos (2011) take a more dynamic view and use data from 73
overseas R&D subsidiaries of German firms to consider the matter of subsidiary autonomy in
both a static and dynamic manner. The authors suggest that internal embeddedness and
external embeddedness have nuanced (and indeed at times opposite) effects on subsidiary
autonomy, based on whether one is considering the subsidiary’s current level of autonomy or
its autonomy in the future. Concluding our overview of this theme with a study that again
touches upon when the MNC might choose to develop linkages that have implications for the
power, influence, and autonomy of a subsidiary, Nell, Ambos, and Schlegelmilch (2011) use
data on 168 European subsidiaries to study when MNCs develop linkages that overlap with
those of their local subsidiaries (resulting in an overlap of embeddedness in their external
networks), finding that this happens more when the subsidiary in question is a high
performer, holds important resources, operates in turbulent environments, and are closely
connected to multinational (rather than domestic) actors.

Performance Implications of Subsidiary Networks. As a third theme, we consider
studies that investigate the mostly-performance-related implications of the subsidiary
network on the HQ or the MNC itself, or the case of the implications of the MNC or

subsidiary network on the performance of a given subsidiary. As we have noted, some of
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these studies can also be understood as knowledge-transfer/learning  or
influence/autonomy/power related too, since both of those sets of concerns have implications
for performance. An earlier piece (Allen & Pantzalis, 1996), using archival data on 363
MNCs, considers the breadth (number of countries the MNC has subsidiaries in) and depth
(the concentration of subsidiaries) of the geographic network of an MNC’s subsidiaries to
show that returns to multinationality (understood and estimated as value of operating
flexibility) are maximized for MNCs with subsidiary networks that are geographically broad
but not deep. In a related endeavor, Lee and Makhija (2009) consider firm value (as Tobin’s
Q), using data on 270 Korean firms over 1990-2006, and predict and find that a subsidiary
network that is both less broad (in term of number of countries) and less deep (in term of
concentration) is positively related to firm value. Elango and Pattnaik (2007), using data on a
sample of 794 Indian firms, look into the case of how a firm in an emerging market can build
capabilities for their international operations through leveraging and learning from parental
networks (measured as the ratio sales from foreign countries to sales overall). In their study
of firm-specific advantages, Scott-Kennel and Giroud (2015) use survey data from a multi-
country sample of 180 HQs and 167 foreign subsidiaries to study the relationship between
internal (other units of the MNC) and external (business partners in the environment) network
knowledge on the one hand and subsidiary-specific and HQ-specific advantage on the other.
Their finding is that whereas external network knowledge is relevant for both a subsidiary’s
and HQ’s advantage, internal network knowledge also helps HQ’s advantage but in fact has a
primarily negative relationship with a subsidiary’s firm-specific advantage.

Other Ongoing Themes and Recent Work. We touch upon two other themes in
recent work to conclude this brief overview. First, there is research that looks into the
implications of a subsidiary’s network, not on the subsidiary or the HQ/MNC as such, but on

its contribution to economic development in the host location. For example, Dimitratos,
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Liouka, and Young (2009) use survey data from 264 subsidiaries (from Japan, US, and
Europe) operating in the UK to show that the external (but not internal) networking activities
of subsidiaries are positively related to their contribution to the region they operate in.
Beyond contributing to the subsidiary’s own performance and that of the HQ/MNC, as well
as to the subsidiary’s influence, power, and autonomy in the MNC, a subsidiary’s networks
and networking activities can also have implications for the region it operates in, and for
public policy, as studies in this direction indicate. Khan, Lew, and Sinkovics’s study (2015)
can also be considered here, or under the first theme above, depending on one’s focus and
interpretation. Through interviews with managers of 50 Pakistani Tier 1 suppliers and three
1JVs, as well as with the Ministry or Industries and Production, the authors study how IJVs in
Pakistan serve an important role, as boundary spanners, in knowledge transfer. What emerges
as a key factor in this investigation, to facilitate the boundary spanning role of IJVs and the
knowledge transfer to local partners (suppliers), is the social capital between the IJVs and
these partners.

Second, research in IB has also been making use of more elaborate network measures,
as an aid to more comprehensive incorporation of network ideas and mechanisms, when the
ideas being investigated call for it. A recent example, lurkov and Benito (2018) use FDI data
between 2001 and 2008 from 302 publicly traded US MNCs in information and
communication technology (ICT) to study how the positions of MNCs in their domestic
network of strategic alliance affects their geographic scope. The authors derive predictions
about the effects of network range, brokerage, cluster density (and also how these effects are

attenuated by absorptive capacity) on geographic scope.*

“In a separate, but related, study, lurkov and Benito (2020), use data from 274 publicly traded firms between
2000 and 2008 in the ICT industry to explore the implications of the betweenness centrality of a firm in its
domestic (home country) interfirm network for its foreign divestment decisions.
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INTER-FIRM NETWORKS IN INTERNATIONAL BUSINESS

It is surprising that the role of networks in IB, particularly of the interfirm variety, has
been generally under-researched, given the early recognition of the importance of ‘business
networks’ in the process of the internationalization of firms as spelled out in the ‘Uppsala
Model” (Johanson & Vahlne, 1977; 2009). Of course, the ‘networks’ alluded to by these
authors were networks in the metaphorical sense, rather than theoretical or methodological
treatments drawn from social network analysis that have become commonplace in the
strategy and organization literature (Gulati, Nohria, & Zaheer, 2000; Dhanaraj, 2007;
Forsgren, 2016). At the same time, the alliance and network-oriented direction these
researchers pointed to in understanding how firms internationalize, and the implied
performance outcomes, was unambiguous. The question this raises is: Why have we not seen
more exploitation of the potential of network analysis at the interfirm level in IB research,
given the outsized nature of its influence in the closely related fields of strategy and
organization?

In this section, we consider the contributions of some notable studies that have
adopted the network perspective at the interfirm or interorganizational level of analysis in IB.
For the sake of clarity and consistency, we restrict ourselves to interorganizational networks
in the global space, and exclude networks of suppliers, global supply chains, and
intraorganizational networks at the individual and national levels, some of which are
addressed elsewhere in this essay. We discuss the literature broadly under the sub-headings of
interfirm network outcomes and interfirm networks as moderators; since little work tackles
the antecedents of global interfirm networks. We also spell out some challenges and
opportunities for interfirm and interorganizational network perspectives in IB.

Interfirm Network Outcomes. An earlier set of writings that took an explicitly

network perspective to IB, and the multinational in particular, is the work by Sumantra
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Ghoshal, Nitin Nohria and Chris Bartlett (e.g., Ghoshal & Nohria, 1989; 1993; Bartlett &
Ghoshal, 1989; Ghoshal & Bartlett, 1990). Although the networks addressed by these authors
are networks of MNC subsidiaries, the authors framed the networks in question as
‘interorganizational,” not only because they believed that network tools would provide
insights and understanding into MNC functioning and outcomes, but also because the MNC’s
headquarters as well as its subsidiaries are embedded in “external networks” in their local
contexts. The structure of both the external and the internal networks holds implications for
MNC functioning and performance. For example, the authors cite Westney and Sakakibara
(1985) to explain how the dense and multiplex knowledge networks in Japan excluded the
subsidiaries of US computer company subsidiaries. A counter example was reflected in the
case of the Australian subsidiary of Ericsson that developed extensive ties with local
suppliers, customers and regulators, resulting in high levels of research resources and
subsidiary autonomy (Ghoshal & Bartlett, 1990). The authors also invoke the concepts of
network centrality in the external and internal networks to explain resource distribution and
specialization in the MNC.

Making an interesting linkage between domestic network position and foreign
divestment decisions, lurkov and Benito (2020) show that firms in the ICT industries were
more likely to divest foreign operations when they became more central (i.e. increased
betweenness centrality) domestically in their alliance networks. The effect was even stronger
when firm-specific uncertainty was higher. A strategic outcome of global alliance networks
was studied by Xia and colleagues (Xia, Ma, Tong, & Li, 2018) who demonstrate that
interlocking partners affect MNCs’ cross-border acquisitions more than joint venture partners
do, due to superior information conveyed by interlocked global networks. Sharma and his
colleagues (2019) examine the performance outcomes of MNC buyer-supplier networks in 28

countries and show that density affects the MNC’s total international revenues negatively,
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while centralization and average clustering coefficient influence the outcome via inverted-U
and U-shaped relationships, respectively. These effects are further moderated by average path
length and PageRank centrality. Shi and his colleagues (2014) show that centrality and
brokerage in domestic alliance networks help Chinese firms attract international joint venture
(V) partners. Spencer (2003) shows how density, centralization and brokerage in a
knowledge network of citations by corporate scientists enhance the subsequent
competitiveness of a country’s firms.

One of the more recent trends in IB involves the successful internationalization of
emerging market MNCs, such as China’s Huawei or India’s Mahindra. Some work attributes
at least part of their success, and that of domestic firms in emerging markets, to international
and global networks. In this vein, Elango and Pattnaik (2007) build on the Uppsala model to
show that the extent to which an MNC’s business group network is connected to a larger
number of industries, and has greater internationalization experience, it will be more
successful at internationalizing. More recently, Eapen (2012) theorizes about how domestic
firms benefit from technology spillovers from foreign MNCs, proposing that search
efficiency is related to the sparseness of network structures and transfer efficiency to their
cohesion.

Interfirm Networks as Contingencies. Mingo and his colleagues (2018) show that
centrality in regional interfirm networks affects the relationship between institutional
proximity and the likelihood that the firm invests in the emerging market. Vasudeva, Zaheer
and Hernandez (2013) explain the outcomes of global interfirm alliance structures by
recognizing that such networks are themselves embedded in institutional settings.
Specifically, they demonstrate that structural holes in global alliance networks have differing
innovation effects for broker firms depending on the institutional environments of the

countries in which they operate. When the broker is located in a corporatist country, such as
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Japan, where communitarian principles dominate, the MNC is able to gain innovation
benefits from spanning structural holes because it is better able to integrate knowledge.
Conversely, when the broker MNC is located in countries with low communitarianism, such
as the U.S. or the U.K., innovation benefits are limited. Similarly, when the broker firm’s
alliance partners are located in low communitarian countries, innovation benefits will be
lower, and vice versa.
INTER-LOCATION NETWORKS IN INTERNATIONAL BUSINESS

In the traditional IB network perspective, as developed by the Uppsala school (see
Forsgren, Holm, & Johanson, 2005), the MNC subsidiary is seen as a network node which
has ties with its parent company and various other actors. There is at least an implicit
geography in this approach, but this has often entailed little more than a distinction between
the home country of the parent and the host country in which the subsidiary is sited. Thus, the
business network view has focused on the organizational aspects of the firm’s subsidiary
network structures, such as the concentration or dispersion of power and control and the
management of technology transfer in the network (e.g., Andersson, Forsgren, & Holm,
2001; Andersson, Forsgren, & Pedersen, 2001), while paying less attention to the geography
of network ties or network breadth. However, this literature has allowed scholars to clarify
the distinction between changing geographies of the MNC due to internationalization
processes that are attributable to changes in cross-border ownership through mergers and
acquisitions when underlying business network structures remain largely unchanged, and
those associated with internationalization processes that result from shifts in the structure of
business relationships which extend the reach of the network, such as an increase in
subsidiary exports or subsidiary partners and alliances.

International Business Network Structures and Embeddedness. By way of

contrast, although the recently expanded IB network literature has long been grounded in the
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Uppsala business network approach, the newer research has come to use the terminology of
embeddedness in a network often to refer more specifically to a geographically local context
(e.g., Asakawa et al., 2018; Cantwell & lammarino, 2003). This is a natural extension in the
conceptualization of how we think about an IB network, since it follows the equivalent usage
of the terminology of local embeddedness in the field of economic geography, especially
when referencing the role of clusters (e.g., Li & Bathelt, 2018). For IB scholars, the existence
of local clusters has given rise to discussions of whether foreign-owned MNC subsidiaries
may be able to benefit from local knowledge spillovers when located in a cluster, or indeed
how they might contribute to a local business network in which they become embedded
(Cantwell, 2009). The extent to which an MNC subsidiary can become embedded in local
networks in the host region or country depends upon its capacity to become more of an
insider and less of an outsider in those networks, and such embeddedness in turn influences a
subsidiary’s likelihood of playing a competence-creating role within its MNC group
(Cantwell & Mudambi, 2011). Beyond this purely local form of embeddedness, and
reflecting the steadily rising significance of a decentralized range of networking efforts for
the MNC, in the later versions of the Uppsala internationalization process model, the
international growth of the firm has been related to the degree to which it can shift from
outsidership and towards insidership in international networks (Johanson & Vahine, 2009).
Of course, much still remains to be done for the IB literature to fully incorporate the
diversity of ties entailed in a wider cross-border geography of networks. While there have
long been hints in the literature on the internal networks of the MNC as complex
interconnected webs of relationships across distinct national innovation systems (e.g.,
Cantwell, 1989; Chini, 2004; Hedlund, 1994; Nohria & Ghoshal, 1997), these have generally
focused in practice on parent-subsidiary relationships, and hence in geographic terms on

home-host associations. IB scholars have recently begun to consider a more comprehensive
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set of geographic network structures borrowing from the toolkit of social network analysis
(e.g., Awate & Mudambi, 2018). Within such structures it has been established that some
prominent MNC subsidiaries in critical locations enjoy high degree centrality, yet many other
subsidiaries tend to be left in a more isolated position (Monteiro, Arvidsson, & Birkinshaw,
2008).

Connectivity Across Firms and Places. Another related strand of IB research has
recorded how geographically distant knowledge that is developed in a different institutional
context can be accessed through alliance networks (e.g., Rosenkopf & Almeida, 2003), and
how different institutional logics require different kinds of network structure to facilitate
knowledge flows between network participants (Vasudeva, Zaheer, & Hernandez, 2013).
Some work has also connected the evolution in the composition of firms in alliance networks
to the extent of their insidership in certain pivotal host countries (Zhang & Pezeshkan, 2016).
Firms with critical linkages in key locations can enhance their position further in international
networks and become more selective in their choice of partners. The conventional
internationalization process model also suggested that the geographic pattern of the
international expansion of a firm depends on its existing network ties, and on the ease with
which it can transition from operating in one network to entering into others. Within host
countries as well, the geography of a foreign-owned firm’s expansion depends on its
participation in ethnic networks or in other local networks, and the geography of connections
that these networks facilitate (Stallkamp et al., 2018).

The growing awareness of the need to recognize the full geography of IB network
structures, beyond the earlier focus on home-host country dyads, reflects in part a shift in
how IB scholars have understood the attractiveness of a location. While the traditional
treatment of the advantages or disadvantages of a host location has been concerned with

features that are geographically confined to that place - such as a natural resource endowment
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or a local policy or regulation - the attention of IB research has increasingly been turning to
the relevance of the extent of the translocal or global connectivity of a location with other
places (Bathelt, Cantwell, & Mudambi, 2018; Cano-Kollmann et al., 2016). Yet location
advantages in this sense are not entirely exogenous to the MNC, since the external
connectivity of a place is influenced by the evolution of the international network structures
of firms that have operations sited there. Hence, MNCs may sometimes prefer entry modes
that confer greater control over their local operations in order to have greater flexibility in the
management of their overall international network, which then allows them to respond more
effectively to changes in the local environment in any location (Belderbos & Zou, 2007). The
newer view of the location in IB scholarship is close to the perspective of geographers on
world city networks, in which the positioning of cities is driven by what flows through them
rather than by what is fixed within them (Derudder, Witlox, & Taylor, 2007).

Local-global Interactions and the Spread of Knowledge Hubs. It has become
critical to gain a better understanding of the relationships between cities and firms in the
construction of IB networks, and in the consequent emergence and evolution of global cities
(Goerzen, Asmussen, & Nielsen, 2013). In at least the largest, most technologically active
cities, it has been shown that the extent of knowledge networking within the boundaries of a
metropolitan area is positively associated with the extent of translocal and global knowledge
networking by its residents (Cantwell & Zaman, 2018). This suggests that agents which
provide the connectivity between places may well also play an active brokerage role in
interfacing between local and non-local network actors in the cities in which they are
situated. It is therefore unsurprising that firms may preserve a knowledge advantage within
their industry through increasing the geographic scope of their international knowledge
network (Kim, 2013). Indeed, the management of knowledge diversity across local

metropolitan networks may in itself help to explain the ability of MNCs to benefit from
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greater geographic scope (Scalera, Perri, & Hannigan, 2018). More specifically, firms are
better able to connect geographically distant clusters where the local and international
networks have some related characteristics which facilitate new value creating opportunities
through the cross-fertilization of networks (Choudhury, Geraghty, & Khanna, 2012; Li &
Bathelt, 2018; Turkina, & Van Assche, 2018).

Due to the existence of cross-network knowledge interdependencies, innovation can
become a positive sum game across selected areas between which ideas are interchanged
(Cantwell, 2005; Harmancioglu & Tellis, 2018). In a context in which key actors are
intensively networked, either locally or globally or both, we need a holistic understanding of
the behavior of the wider relational system of multiple actors of different types of which they
are part (Bathelt & Gluckler, 2011). Thus, for instance, the international knowledge networks
of migrants may influence the geographic structure of the cross-border mergers and
acquisitions undertaken by the R&D-intensive firms that employ skilled migrants (Useche,
Miguelez, & Lissoni, 2020).

Once we view an interlocking structure of networks as a whole for their interactions,
we are likely to observe a complex geographic system with some multifaceted hierarchies,
rather than a single uniform hierarchy of locations. In an earlier era, Hymer (1972) had
suggested a direct and simpler association between the internal organizational hierarchy of
the MNC and the geography of uneven development across locations. Higher order activities
would be conducted in the most prosperous and dynamic centers, while activities with weaker
potential for new value creation would be located in poorer regions, thereby reinforcing an
established geographic hierarchy and restricting the scope for economic development in the
periphery. Instead, in the information or digital age, geographic hierarchies are more often the
outcome of the evolution of IB network structures, rather than the prior, internally confined

characteristic of the functions that have been sited historically in each place (Kali & Reyes,
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2007; Luthi, Thierstein, & Hoyler, 2015). Although global cities may lead the way, in a
knowledge-driven society there are a variety of other places besides the main urban centers in
which intensive interaction occurs. Geographers consider that this spread of knowledge-based
nodes has led to new forms of business networks linking locations at different spatial scales
(Ldthi, Thierstein, & Hoyler, 2015).

In Table 1, we provide an overview list of the studies that have featured in the above

review, as examples that have used the network perspective in IB research at different levels.

FUTURE DIRECTIONS FOR SOCIAL NETWORK RESEARCH IN IB

Following the order of the different levels in our brief review above, in this section we
touch upon some themes and research directions in less explored, recent, and ongoing work
IB that leverages social network perspective and tools.

Inter-personal Networks. Left unstudied in many of the empirical and theoretical
accounts of reliance on personal contacts, are three areas of research relevant to IB. First,
current approaches neglect the likelihood that cronyism — defined as reciprocal provision of
favors — can damage organizations and communities, even as research indicates that the
incidence and form of such cronyism may vary across cultures (Khatri, Tsang, & Begley,
2006). The network perspective emphasizes that a central position in the social network can
bring advantages including faster promotions and higher salaries (Fang, Landis, Zhang,
Anderson, Shaw, & Kilduff, 2015). But in societies with weak institutional structures, getting
ahead through social network connections may involve types of influence that undermine
rather than promote fairness (Begley, Khatri, & Tsang, 2010). Social network research in

international contexts should be careful to avoid promoting the practice of cronyism, even if
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becoming a crony is purported to be helpful to foreign managers endeavoring to gain
advantages exclusive to old-friend networks (Leung, Heung, & Wong, 2008).

Second, we know little about how the flow of energy across boundaries between key
people in the MNC affects knowledge transfer, revitalizing some projects while draining
others of interest (Baker, 2019). We do know that knowledge transfer within the MNC
depends, in part, on the motivation and competencies of the people involved (Mindaeva,
Pedersen, Bjorkman, Fey, & Park, 2003). The underlying relationships that constitute social
capital within the MNC require high investments of time and energy, given that they cross
national boundaries, ethnicities, and markets (see the review of MNC social capital by
Taylor, 2007). For example, strong ties facilitated knowledge transfer across units within an
MNC R&D department (Tortoriello, Reagans, & McEvily, 2012); within the same company,
results showed that bridging across intra-organizational boundaries with a Simmelian tie (i.e.,
a tie between two people who are both connected to a third person) was particularly
generative of innovation (Tortoriello & Krackhardt, 2010). These kinds of strong, bridging
ties, require considerable emotional energy and commitment, and require further research
attention within the 1B research program.

Another surprising omission in research at the interpersonal level, relates to social
network brokerage, which is a vital topic for understanding the development of new ideas
(Kilduff & Lee, 2020). Social network brokers interpret and transfer knowledge across the
gaps in social structure, moving ideas from one cluster to another (Burt, 1992). Recent theory
has emphasized the importance of brokers spanning across structural and cultural holes in a
transnational context (Levy, Lee, Jonsen, & Peiperl, 2019). The MNC would seem to be a
prime site for the importance of such brokerage at the interpersonal level, but relevant studies

are lacking.
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Inter-subsidiary Networks. In this sub-section, we note some recently emerging and
relatively new directions that can continue to expand and deepen the integration of network
thinking, mechanisms, and methods into the study of inter-subsidiary networks in IB
research.

First, because most work to date has been at the dyadic level (subsidiary-HQ, for
example, or, less frequently, subsidiary-subsidiary), studies that further investigate the
network of subsidiaries as a whole, studies that leverage triadic arguments and mechanisms
(such as in the case of Simmelian ties [Krackhardt, 1999], which have been used mostly on
research on interpersonal networks, whether within or outside of IB research), or studies that
consider the internal and external networks of subsidiaries (meaning consider the complete
network, or ego-network, of a subsidiary, rather than focusing on the subsidiary-HQ
relationship only/exclusively), can both augment and complement the insights and findings
from the dyadic work.

Second, further research on the dynamics of and the inter-relationships between the
internal network (of subsidiaries) and the external network (of ties by subsidiaries to non-
MNC-owned actors), for example as in Nell and Ambos (2013), would also be useful to
expand our knowledge about these relatively understudied phenomena. The dynamics of
multiple networks and further investigations into the emergence, evolution, and implications
of multiplexity are topics that are continuing to generate interest in network research more
generally.

Third, because of the prevalence of discussions about power and influence in research
on inter-subsidiary networks, further conceptual elaboration and refinement of the similarities
and differences between power and influence, and other related concepts, such as status,
would pave the way for the accumulation and compatibility of arguments and findings from

different studies and different research streams that might be working with different
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constructs, from different perspectives. The degree that the similarities and differences
between these perspectives are discussed and clarified is likely to be one input into making
findings from different streams or work more compatible with each other more accumulative
together.

Fourth, given the earlier interest in network forms of organization and hybrid
organizations (Powell, 1990), as well as arguments about both the advantages and drawbacks
of embeddedness (Uzzi, 1997) and trust (Gargiulo & Ertug, 2006), there are also fruitful
avenues to explore regarding the governance of subsidiary networks, both with respect to the
network mechanisms we reference above and their joint consideration with better established
perspectives in this literature, such as transaction cost theory (TCE) and agency theory.

Global Inter-firm Networks. Although we see an uptick in the very recent past in 1B
research that uses the global interfirm network perspective, considerable opportunities
remain.

Network antecedents. The antecedents of global networks at the interfirm level, both
ego networks (i.e. the network a single firm) and ‘whole’ networks (the network structure of
all the firms in an industry) continue to be poorly understood. Of course, some of the
literature in the alliances domain has explored why and when alliances and alliance networks
form in general terms, but understanding why they take the shape and structure that they do
in global settings would represent an interesting direction. Given the inevitable ‘so what?’
question, the global network structures being explained should be ones that are well known to
hold implications for firm performance, such as global structural holes.

‘Born global’ networks. Buyer-supplier and ego alliance networks of firms of the
‘born global’ variety have seen little attention from scholars adopting a network perspective.
As an increasing number of young, entrepreneurial firms venture globally not through the

step-by-step approach of the Uppsala model of internationalization but rather all at once, IB
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researchers have an opportunity to explore the network processes that enable the ‘born
global’ phenomenon and why and how it presents such a contrast to the Uppsala model.

Networks and global contingencies. Country differences, such as in national culture
and its distance, national trust and its distance, and national institutions, among many other
country level differences and distances, may serve as contingencies in the operations of
networks and networks structures (e.g., Vasudeva et al., 2013). For example, distant national
cultures may impede the formation of an alliance tie between firms A and B, who might each
have a tie with a third country firm C, making it a broker. Moreover, brokerage may persist
longer because of cultural distance between the countries in which firms A and B are located
in.

Evolutionary patterns in global interfirm networks. More recently, network research
has focused on the dynamic evolutionary patterns exhibited by networks (Ahuja et al., 2012).
This vein of network research holds considerable promise for IB as well. In particular, as
broader global trade tensions roil the, prospects for cross-national interfirm relations for
MNCs are also likely to be affected. A fruitful area of enquiry might study how an MNC’s
global networks track the evolving patterns of trade flows, whether constraining or
facilitating or even reconfiguring an MNC’s patterns of global outreach.

Inter-location Networks. There are various directions for new research in which the
work of IB scholars and economic geographers on networks might be brought closer together.

It has been commonplace in economic geography to analyze the geographic structure
of business networks in terms of hub and spoke locations, such as in discussions of flight
patterns in the airline industry, and explanations for the shifting configuration of international
airline alliances, each with their own specific selection of airport hubs. In contrast, 1B
scholars have often worked with a simpler dualistic distinction between a hub-and-spoke

MNC subsidiary structure characterized by a single hub (the parent company in the home
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country) by comparison with a more integrated or denser MNC network structure (see e.g.,
Bartlett & Ghoshal, 1989). Yet as suggested by Monteiro, Arvidsson and Birkinshaw (2008),
the so-called integrated MNC subsidiary network structure is likely to be one that has
multiple hubs, rather like in the airline industry. In other words, an MNC with a more
complex network structure generally has a selection of subsidiaries in particular locations that
occupy central network positions for the MNC, apart from the parent company in the home
location. Therefore, we need to better understand the international geography of MNC
network structures in cases in which MNCs depart from a simpler hub-and-spoke structure
around the parent company as their only major hub. While the distinction between a home
region focus and a more geographically globally dispersed array of MNC operations may
remain relevant here, describing and examining different kinds of international MNC network
structures across locations can and should reach well beyond this starting point.

Geographers now also often study world city networks through their firm level
connections (Taylor & Derudder, 2016), and they emphasize especially the role of producer
service firms as agents that help to facilitate and create city-to-city 1B networks (Sassen,
2005). However, IB researchers are very well placed to examine questions that ask either how
the geography of networks have been driven by the connections built by some particular
MNCs that operate in certain network nodes, or, the other way around, how firms have
responded to the increasing or diminishing international connectivity of a place over time.
We should also be able to investigate which kinds of firms are more likely to act as brokers or
otherwise facilitate the growth of IB networks, and the conditions under which firms can
transition from positions of outsidership to insidership within different kinds of such
networks. We need to know more about how network influencing firms can affect the relative

degrees of openness or closure of networks to MNC activities, and how MNE network
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connections interface with the capacity for an increased reach by local networks in the places
in which MNCs operate.

In general, it seems quite likely that the ability of cities to attract certain kinds of
MNC activity depends upon the nature of cross-network interdependencies within a city. For
example, Shaver (2018) has shown how the success of Minneapolis-St. Paul as a
headquarters location depended upon the ability of managers to move relatively freely
between industries, unlike in many other cities, since cross-industry network connections
within the city have been comparatively strong. Therefore, the kinds of network associations
that the same MNC can make are likely to vary from one location to another, which may in
turn influence its own inter-locational network structure. We would like a better
understanding of how different networks interact within and between locations, and how this
may affect the ability of urban areas to shift the composition of their economic specialization
over time.

It would also be interesting to know more about the circumstances under which the
international network connectivity of a city is dependent on a few dominant leader firms
active in a location, or is instead the outcome of the structure of linkages developed by a wide
diversity of firms and other actors. We have evidence already that cities which have become
more internationally connected have also tended to grow faster, increase incomes, and sustain
a better quality of life for residents (Cantwell & Zaman, 2018; Storper, 2018). Beyond the
identity of the leading actors, further research would be valuable on the kinds of contributory
MNC-level factors that have tended to drive the rise or fall in the network centrality of cities
in particular industries, or in the extent of geographic concentration of particular kinds of 1B
activity that are conducted in spatially dispersed networks.

In Table 2, we provide some examples of the research opportunities discussed above.

Insert Table 2 about here
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PAPERS IN THE SPECIAL ISSUE

The above review illustrates the value of drawing from the social network perspective
to advance research on IB. However, it also makes it clear that there is considerable potential
for future research. The aim of our special issue is to highlight this potential. The five
accepted papers illustrate this and tap into that potential. Below, we provide a brief summary
of the key insights and contributions of these papers (ordered by the level of analysis).

Useche, Miguelez, and Lissoni (2020) focus on migrant networks. Their study is the
only one in this special issue that focusses on individual-level networks. Migration has
become an important theme in IB research and is a point of active debate in many societies
across the world. This study looks at the role of migrant inventors in cross-border mergers
and acquisitions undertaken by R&D-active firms, and proposes that these acquirers can
benefit from the international social network of their migrant inventors. Specifically,
inventors’ social networks can help acquirers to identify and/or integrate relevant knowledge
about acquisition targets in the inventors’ home country. As a result, migrant inventors can
affect their companies’ choice of cross-border targets by increasing the probability of the
target to be located in the inventor’s country of origin. The authors also propose a number of
contingency factors that are integral to 1B, such as the distance between the acquirer and
potential target, and the quality of institutions in the potential host country. This study adds to
a growing body of IB research that emphasizes the role of ethnic ties in MNCs’ location
choices (e.g., Hernandez, 2014; Zaheer, Lamin, & Subramani, 2009) and further advances
our understanding when such ties might matter more.

The next three studies look primarily at interfirm networks networks. Gozubuyuk,
Kock, and Unal’s (2020) study investigates how country-level institutions affect who lays

claim to rents from centrality in interfirm networks. To explore this issue, the authors use the
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context of the Islamic finance industry, in which they focus on the interlocking network of
Shariah scholars on firms’ Shariah boards. They find that the legitimization and information
benefits to firms from having well-connected-central Shariah scholars on these boards are
more than offset by information leakage across firms and the lower attention the busy central
scholars can devote to the firm. However, the negative financial consequences of relying on a
few central Shariah scholars vary across countries, depending on the quality of the
institutions and regulatory regime, such that in countries with strong institutions firms may
still benefit from hiring central scholars to be on their boards. By showing that the
institutional context affects the benefits that actors receive and the costs that they incur from
their centrality in social elite networks, this study highlights the importance of incorporating
the institutional context in social network studies.

The study by lurkov and Gabriel Benito (2020) explores how domestic interfirm
networks affect MNCs’ foreign divestment decisions. The authors argue and find that as
firms become more central in their domestic network, they are more likely to divest some of
their foreign operations. This effect seems to be more pronounced when a firm faces higher
levels of firm-specific uncertainty and domestic market uncertainty. This work extends the
literature on the role that firms’ embeddedness in interfirm networks plays for their
internationalization. Specifically, while prior work has primarily seen interfirm networks and
embeddedness as a driver of international expansion, this study shows that interfirm networks
may also result in international contraction, through divestments, rather than expansion.

The article by Shijaku, Larraza-Kintana, and Urtasun-Alonso (2020) improves our
understanding of how a firm’s structural positioning, and particularly how its network
centrality, affects the role of aspirations. More specifically, the study starts by exploring how
a firm’s network centrality affects its internationalization behavior, in terms of the number of

its international alliances and how distant its alliance partners are. Subsequently, the focus
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shifts towards how being above or below aspirations affects these same two outcomes.
Finally, the authors bridge the network and aspiration aspects of their study and look at how
network centrality moderates the effects of being above or below aspirations. Using a sample
of firms in the global pharmaceutical industry, the authors find evidence of this conjoint
effect of performance feedback and network centrality on international alliance formation.
The main contribution of this study lays in the fruitful integration of the social network and
behavioral perspectives of firm behavior to explain the formation of international alliances.

In addition to the previous studies, that are primarily at the individual or firm level,
we also have a study at the country level. Cannizzaro’s (2020) study advances the MNC—host
country relations literature using a network approach at the country-level to explain MNC
behavior. The author starts from an existing theoretical model by Nebus and Rufin (2010),
which focuses on MNC bargaining influence (measured as network centrality), and expands
it to incorporate the effect of social influence (measured using structural equivalence) to
explain MNC sensitivity to political risk. Using a transaction-level dataset from the global
petroleum industry, and network measures based on countries’ trade relationships, the author
finds mixed empirical results: The results support the idea that social influence attenuates the
negative effect of host country political risk on MNCs’ transparency, particularly for non-
state-owned firms. However, in this empirical context, the findings do not support some of
the core insights of Nebus and Rufin’s (2010) theoretical model of MNC bargaining power.
This study makes a contribution by demonstrating the promise of investigating networks at
the country level, and in part due to its mixed results, also raises intriguing questions for
future research.

These five studies show the rewards of drawing from the social network perspective
to address important 1B phenomena, at different levels of analysis. While our special issue

includes studies at the individual-, firm- and country-level, with some that touch upon more
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than one level in their arguments and mechanisms, we do not have a study investigating inter-
subsidiary networks. This by no means suggests a lack of potential at this level of analysis.
Prior work that has looked at inter-subsidiary networks (e.g., Mudambi & Navarra, 2004;
Andersson, Forsgren, & Holm, 2007; Nell, Ambos, & Schlegelmilch, 2011) has offered many
valuable insights, as we also further touched upon in our corresponding review earlier, and
there clearly remains substantial potential (as we note in the future research section) to make
further advances.
CONCLUSIONS

The social network perspective has played a prominent role in sociology. It has also
yielded important advances in economics, psychology, and in inter-disciplinary research. The
presence of the social network perspective in IB research has remained more limited by
comparison. Nevertheless, there is a growing body of work in IB that has offered valuable
insights by taking a network perspective. We provided a brief overview of this body of work,
to give a sense of some of the ongoing themes and recent directions that investigate IB-
related phenomena at different levels that use network arguments, measures, or methodology.
We hope that our overview and discussion provides a convincing sense of the rewards from
applying social network theories and methods in IB research. The kinds of contributions we
have in mind are illustrated by the five papers in this special issue.

In addition to the examples of research opportunities we touched upon, we also note
that there is potential for multi-level and inter-level research in IB. IB research typically
embraces the multi-level aspects of phenomena and often considers additional levels of
analysis, such as the country or region, than is typical in non-1B work (e.g., Peterson, Arregle,
& Martin, 2012). Hence, IB research might be particularly well-suited to take a multi-level or
inter-level network perspective, which might enable them to offer advances to the broader

network literature, and also make good use of recent conceptual and methodological

38



advances in that literature. While there might be several ways to leverage this potential in
studying IB-related issues, one way could be to investigate the relationships and interplay
between networks at two (or more) levels of analysis to explain IB phenomena. For example,
future research could locate interpersonal networks within the larger context of nations and
study the effect of potential linkages between these two levels on IB phenomena. Hence, we
hope to not only stimulate network research within each of the different levels of analysis we

covered, but to also encourage multi-level and inter-level research.
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E.g., Westney & Sakakibara (1985); Bartlett & Ghoshal (1989); Ghoshal & Nohria (1989); Ghoshal & Bartlett
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Mudambi (2011); Asakawa, Park, Song, & Kim (2018); Awate & Mudambi (2018); Li & Bathelt (2018).

Connectivity Across Firms and Places
E.g., Rosenkopf & Almeida (2003); Belderbos & Zou (2007); Derudder, Witlox, & Taylor (2007); Vasudeva,
Zaheer, & Hernandez (2013); Cano-Kollmann, Cantwell, Hannigan, Mudambi, & Song (2016); Zhang &
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TABLE 2 - DIRECTIONS FOR FUTURE RESEARCH

INTER-PERSONAL
NETWORKS

= More investigation into how the
effects of cronyism might vary across
countries, and how cronyism can
damage organizations and
communities.

= Studying how the flow of energy (see
Baker, 2019) across boundaries
between key people in the MNC
affects knowledge transfer.

= More exploration of how social
network brokers, who interpret and
transfer knowledge across the gaps in
social structure, play a role within
MNCs.

INTER-SUBSIDIARY
NETWORKS

= |n addition to dyadic level research
(e.g., subsidiary-HQ), also
considering the network of
subsidiaries as a whole, if not also
approaches that consider triads.

= The dynamics and inter-relationships
between the internal network (of
subsidiaries) and the external network
(of ties by subsidiaries to non-MNC-
owned actors).

= Further exploring the governance of
subsidiary networks with respect to
embeddedness and trust, as well as
their consideration together with other
governance perspectives such as TCE
and agency theory.

= Further discussion and clarification of
the similarities and differences
between power and influence, and
other cognate concepts.

INTER-FIRM
NETWORKS

= Improving our understanding of the
antecedents, shape, and structure of
global networks at the interfirm level.

= Investigating the buyer-supplier and
ego alliance networks “born global”
firms.

=Exploring in more detail how country
differences in formal and informal
institutions may serve as contingencies
in the operations of networks and
networks structures.

INTER-LOCATION
NETWORKS

= Examining world city networks by
specifically looking at the connections
built by particular MNEs that operate
as certain network nodes, as well as
how firms respond to the increasing or
diminishing international connectivity
of a place over time.

= Further investigation into what kinds
of firms are more likely to act as
brokers or otherwise facilitate the
growth of international business
networks, and the conditions under
which firms can transition from
positions of outsidership to insidership
within different kinds of international
networks.

= Exploring the circumstances under
which the international network
connectivity of a city is dependent on a
few dominant leader firms active in a
location, or is instead the outcome of
the structure of linkages developed by
a wide diversity of firms and other
actors.

MULTI-LEVEL AND INTER-LEVEL RESEARCH

= More systematically considering the relationships and interplay between networks at two (or more) levels of analysis to explain 1B phenomenon.
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