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Cláudio V. Torres and Thiago G. Nascimento

Chapter 11 Expatriate Social Network Formation in Denmark:
Challenges of Developing Informal Ties Locally 181
Marian van Bakel

Chapter 12 Old Boy Networks at Work in the United States 199
Chao Liu and Steve McDonald

Part 3 Perspectives and Implications

Chapter 13 Networking in a Global Context: Ethical Dilemmas 219
Sven Horak, Daniel J. McCarthy and Sheila M. Puffer

Chapter 14 Wasta as an Example of Informal Social Networks in
Emerging Markets: Research Status and Suggestions for Future
Directions 231
David Weir and Sa’ad Ali

vi Table of Contents



About the Contributors

Faten Baddar AL-Husan is a Lecturer in International Human Resource Man-
agement at Newcastle University (UK). Her research interests include interna-
tional HRM, expatriate management, HQ-subsidiary relationships, transfer of
HRM practices, knowledge management, cross-borders mergers and acquisitions,
social networks, and key account management.

Fawaz Baddar ALHussan is an Associate Professor of Strategic Account Man-
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Preface: Informal Networks Worldwide

Networking is widely regarded as an activity managers should do, simply
speaking, to get things done and to meet corporate goals, to get ahead profes-
sionally or stay informed about opportunities. Networking is not solely a man-
agement technique. It is about meeting people and developing relationships as for
many activities we are better off when we collaborate, receive and give help, and
offer goodwill and support to others. This in turn is important for our social
well-being and personal growth. As some people engage more in networking than
others, in principle we all network for different reasons. While we all have a pretty
good idea what networking is and how it works – like it or not – how networking
works abroad, in countries or regions unfamiliar to us, is not so clear to most of
us. Meeting people and developing relationships, i.e., networking, is usually based
on shared values and behavioral norms. Commitment to relationships plays a
role, as do the ideals of altruism and norms of reciprocity, to name just a few
features. As values, norms, and ideals relevant to relationship building differ
around the globe, the ways in which people network can be assumed to differ too.
This is where this edited volume seeks to contribute. Managers working abroad
but being socialized in a different environment, i.e., expatriates, as well as busi-
ness travelers, traveling executives, country representatives at headquarters and
others, are among those who need to integrate and connect to informal networks
abroad for several reasons. The rise of China, and accordingly the influx of
businesspeople from all over the world, has made the Chinese way of networking,
known as guanxi, the most prominent example of informal networking to date.
While every expatriate manager knows the central importance of developing and
maintaining guanxi in China, the characteristics and structures of other informal
networks, for instance, yongo (Korea), wasta (Arab world), jeitinho (Brazil), blat/
svyazi (Russia), sifarish (Pakistan), jaan-pehchaan (India), and many others,
remain largely unknown, underestimated, or misunderstood by many expatriate
managers. Most of the named network constructs are featured in this edited
volume. Informal networks are often reflections of societal structures and deeply
engrained into the respective cultural environment. Hence, understanding them
and developing informal network competence is pivotal for successfully managing
locally.

Informal networks can be an influential factor in day-to-day operations in
leadership and human resources management (recruitment, selection, promotion),
in sales, project acquisition and business development, or in any functions relating
to relationship management at large. Understanding informal networks helps in



better managing risks and opportunities in business, including those difficult to
formally enforce. Before we can think of how to network effectively abroad, we
need to understand what networking is about, what ideals prevail, and what
structures possibly preexist that make up networks. While informal networks
come in different shapes, in this book we predominantly discuss informal network
constructs, outlining the characteristics and their relevance to international
business activities from theoretical and practical perspectives. Given the inter-
twinement of theories, concepts, and constructs surrounding informal networks, it
is difficult to clearly separate them from each other. While some contributions in
this book focus more on general aspects of informal networks, others inform
about their distinct nature respectively. Following this idea, the book is divided
into three parts. Each part is diverse, reflecting the current nature of the field.
While contributions in the first part present emerging theories, concepts, and
observations about informal networks, works in the second part contribute to
construct knowledge. A further, final part features contributions pointing out
potential future areas of research on informal networks.

The first part sheds light on the very general question of what informal net-
works actually are. To what extent are they different and/or similar to conven-
tional social networks? What theories are utilized and suitable for framing
informal network research in international business studies? In what form do
informal networks appear? While it is difficult, again, to separate one from
another, it is obvious that the nature of networking is shaped by the respective
social organization of a society, i.e., its values, expectations, and behavioral
norms in interpersonal interactions. Since those differ around the world, the way
people network differs accordingly. That’s the reason why the first paper in this
section, among others, suggests regarding informal network research as a distinct
area in the field of social network research with some overlap with the latter.
Informal networks may be seen as informal institutions and sources of social
capital at the same time. However, it is important to understand the distinct
character of informal networks to guide further research in this direction to
accumulate knowledge on features like their cultural embeddedness, persistence,
ethicality, accessibility to outsiders (e.g., business expatriates), and integration of
outgroups, minorities, and gender equality, to name just a few. A high degree of
loyalty between network members translates into rather strong ties, and in fact,
informal network ties are often (but not always) synonymous with quite strong
ties. This, however, is currently a hypothesis rather than a fact, and Peng and
Peng in this volume make a good case for suggesting that during institutional
transitions, initially strong ties develop into weak ties in later phases of transi-
tions. While tie strength is debated in sociology as well as in international business
studies, a further frame for accessing informal networks is provided by the “lia-
bility of foreignness” concept, which is popular in international business studies in
particular. While being foreign to a business environment is often seen as a
disadvantage for a multinational firm, for instance making it difficult to integrate
and access local informal networks, Lee and Paik suggest that their foreign status
can be turned into an “asset of foreignness” as they are in a better position to
balance network ambivalence, i.e., its bright and dark sides. Lee and Paik’s work
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sends an important message to international businesses that has probably not yet
been taken seriously enough by multinational firms: Informal networks can (and
should) be proactively managed by firms to curtail negative effects and develop a
relational competitive advantage. Further, while in the past, international busi-
ness research has explored, in particular, the contribution of the Chinese diaspora
to economic development and China’s further integration into the world econ-
omy, increasing levels of global migration have fertilized interest in diaspora
studies and the positive economic effect it brings. Gevorkyan connects to this
debate and provides deep insights into the key elements defining the operational
capacity of diaspora networks, i.e., identity, trust, and engagement infrastructure,
which run parallel to dimensions of social capital. Finally, the first part of the
book concludes with an observation away from individual behavior toward
network features within an industry. With the example of the insurance industry,
where firms maintain both transactional and effectual informal networks with
clients and competitors, Scordis points out the function of these networks in
reducing uncertainty and supporting entrepreneurial innovation.

The second part of the book utilizes the environmental context of informal
networking to bring the development of construct knowledge into the limelight. It
features works on the most prominent informal networks in the literature, such as
guanxi (China), yongo (Korea), wasta (Arab world), and jeitinho (Brazil). It sheds
light on the informal networks of Russian multinationals and their political
connections, elaborates on how the old boys’ networks operate in the United
States, and presents the challenges of expatriates in developing informal ties in
Denmark. First, the contribution by Bian relates to the important question of
whether informal networks in China, i.e., guanxi, will persist or disappear over
time. Bian draws on authoritative empirical evidence accumulated over decades
that speaks in favor of the persistence of guanxi, which is especially evident when
it comes to job mobility. Based on data gathered between 1978 and 2014, it can be
concluded that the use of guanxi ties for job acquisition has substantially
increased rather than decreased. Among others, we learn from Bian’s work that
guanxi dynamics are influenced by external forces, such as the level of institu-
tional uncertainty and market competition. Though it is up to future research to
explore whether we can generalize insights derived from guanxi research to other
informal networks, the parallels to yongo ties and networks in Korea are
intriguing. In the second paper in this section, Horak and Park assert, in line with
Bian’s work on guanxi, that yongo has not disappeared in Korea. It persists and
can be seen as a characteristic feature in business, politics, and the society. The
fact that Korea is not an emerging economy with transitional institutions provides
a powerful argument that informal networks generally persist and do not disap-
pear with further economic advancement and institutional effectiveness. Horak
and Park catch up with the dynamic aspect of informal networks as suggested by
Bian and report on the adjustment capabilities of yongo as it evolves and adjusts
to changes in the sociocultural environment. Notably, while for Koreans yongo
affiliation is immutable and irreversible, it is by nature closed and exclusive, and
international business expatriates can hardly access them or acquire yongo. This
feature is of central importance to the field of international human resource
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management, which is concerned with expatriate adjustment, performance, and
social integration. Going further, Alhussan and AL-Husan point out the perva-
siveness of wasta influencing economic, social, and political outcomes, which is
regarded as the backbone of the social organization of Arab societies. Alhussan
and AL-Husan point out the complexity of wasta and describe the construct by its
core values and according to different dimensions. While trust is a central aspect
of wasta ties, it differs according to the relational distance within a family and
acquaintance context. As the Arab world is an important market for international
businesses, research on how the wasta context influences decision-making and
actions taken by multinational enterprises will help to improve managerial
effectiveness and mutual understanding. Further, the work by Panibratov,
Michailova, and Latukha analyzes the informal ties between Russian multina-
tional enterprises and the government, assessing the role of political networks in
the internationalization process. While this perspective brings structural features
into focus, it contributes to a better understanding of the internationalization
process of emerging market enterprises and the dark and bright side of the
political connectedness of firms. Going forward, jeitinho is an informal practice
often requiring network access to get things done in Brazil. Torres and Nasci-
mento provide a rich sociocultural exploration of Brazilian jeitinho in a historical
context. Jeitinho, as is typical for informal ties and networks, has dark and bright
sides. While it is prone to corrupt activities, it contributes to managerial efficiency
and effectiveness and hence keeps operational costs low. Developing personal
relationships and understanding how good and bad jeitinho work, as well as
understanding the consequences of both, is essential for foreign businesses in
Brazil. As mentioned before in the case of Korea, informal ties and networks have
often been related to emerging economies. Nevertheless, exclusiveness and chal-
lenges in developing informal ties or accessing informal networks have been
explored in developed economies too. Applying the social network lens, van Bakel
reports on business expatriates’ challenges developing social ties in Denmark.
Often, expatriates stay among themselves and live in an “expatriate bubble,”
which does not contribute much to cultural learning and may have a negative
effect on well-being and satisfaction. Drawing on expatriate interviews, it
becomes evident that, among other things, the homogeneity of the Danish society,
the valuation of equality, and often simply a lack of interest in connecting to
foreigners while already having an established circle of friends and acquaintances,
often from school days, are factors not helping expatriates to connect to locals.
While environmental receptiveness differs strongly among countries – a coun-
terexample to Denmark would be the United States – van Bakel’s research has
implications superseding organizational questions. Given the increasing shortage
of labor in many countries these days, governments are well advised to think
about how to create environments that are receptive and friendly toward expa-
triates of all types to make them stay and feel accepted and integrated. Going
further, the old boys’ network in the United States is not the typical social
network but rather a distinct type of network that deserves special attention. In
their contribution, Liu and McDonald make it clear that the old boys’ network is
not an open and accessible network but an exclusive elite network of usually white
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males. Old boys’ networks have features we find in many other informal net-
works: The degree of social closure is high, as is the level of homophily. As
resources are somewhat distributed within the network, members benefit, for
instance, in hiring decisions or when it comes to performance evaluation and
promotion, among other things. Finally, the third part of the volume features two
perspective papers pointing toward selected future areas of research. The first one,
by Horak, McCarthy, and Puffer, reflects on the fact that networking behavior
differs across countries, while at the same time networking is surrounded by
ambiguity as it has both a dark and a bright side. This makes informal networking
in international business relevant to the field of business ethics as deviation in
underlying norms, values, and ideals of networking can lead to ethical dilemmas
that international managers need to be aware of. This becomes evident in
particular when it comes to favor exchange, which represents one of many
mechanisms in the operation of informal networks. International managers need
to develop competencies to navigate networking ideals in order to avoid ethical
dilemmas abroad. In closing, using the example of wasta, Weir, and Ali elaborate
on the progression of research in this field since the 1990s. While theorizing has
become more inclusive by granting more space to informal phenomena in eco-
nomic thinking, in a further step, wasta research needs to move on from often
rather descriptive approaches to providing evidence through hypothesis testing in
a more advanced methodological framework.

Overall, the contributions in this edited volume access informal ties and net-
works from a variety of perspectives. The diversity of views and emphasis reflects
the state and nature of research in this field. While informal network research has
a research history, it is rather eclectic, built around single network constructs.
Comparative approaches, though some exist, between two or more network forms
have so far been a less pursued approach, not to speak of generalizations working
toward theory development. Nevertheless, as research on informal networks
evolves, some branches of research are more mature than others. While at this
point work exploring the persistence hypothesis (will informal networks persist or
recede?) is likely the most advanced research stream, informal networks can also
be characterized by their ambiguity (dark and bright side). While money-based
corruption representing the dark side has been comprehensively explored, many
other facets at both ends of the continuum have not. Further, the question of
network accessibility is an exciting research stream. In this regard, the need to
acquire global networking skills becomes central, which is relevant in particular
for managing international business. As we have learned from the contributions in
this book, some networks (but not all) are quite exclusive and/or familistic or clan
culture driven, hence they are more difficult for foreigners – i.e., international
managers – to access, which has important implications for managing business
abroad, leading teams or for subsidiary integration in many respects, such as
supply networks or ties between managers of a foreign firm and representatives of
the government. The role of factors that define network cohesion, i.e., the level
and nature of loyalty among network members, is another important field of
inquiry indicating the extent to which network ties are given priority over
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common fairness and ethical standards, or even formal rules, such as, for instance,
following compliance rules or a corporate code of conduct.

Besides the inspiration the contributions provide for theoretical advancements,
they have useful implications that will assist international managers in becoming
more sensitive and therewith more effective in their work abroad. Managing or
even leading informal networks requires a deep understanding of the respective
sociocultural environment in order to “see” informal ties and networks operate, as
they often do so in the shadows. It requires an understanding about the factors
contributing to network formation and cohesion. Last but not least, a thorough
understanding of consequences to engaging in networking needs to be developed
as behavioral norms and expectations need to be understood when managing in
an unknown environment. Developing sensibility and networking competence for
respective countries and regions helps a multinational firm develop a relational
competitive advantage.

Sven Horak, New York, January 2022
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Chapter 1

Informal Networks: Concepts, Constructs,
Emerging Theories
Sven Horak

Abstract

The rise of emerging markets such as China, Brazil, Russia, and the Middle
East has led to an increase in interest in understanding the nature and
working mechanisms of informal networks (guanxi, yongo, wasta, blat/
svyazi, etc.), which are instrumental in international business (IB) activities
in these markets. Unlike Chinese informal networks, which have been
researched extensively, studies on several other important informal networks
remain sporadic and peripheral. From a theoretical point of view, it can be
argued that the typical characteristics and behavioral ideals implied by social
network theory do not fully reflect the networking ideals and practices in
many non-Western countries. At the same time, international business
practitioners may not have a thorough understanding of how to engage
effectively in informal networking abroad or of how local managers actually
network. Motivated by the wish to close this knowledge gap and work
toward an inclusive and integrative theory of informal networks in inter-
national business studies, this paper suggests treating informal networks as
an important type of social capital and informal institution of the respective
business environment at the same time. As such, researching informal net-
works can be regarded a distinct research area positioned at the intersection
of social capital, social network and (informal) institution theory. Finally,
emerging theories are presented that indicate a path for developing informal
network theory further in international business studies.

Keywords: Informal networks; informal institutions; social capital;
international business; cross-cultural management; emerging markets;
guanxi, yongo, wasta, blat/svyazi, jeitinho
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Introduction
Networking has received substantial attention as an academic field and is equally
popular in the mainstream media. Given the rising education levels in many
societies and the increased competition for adequate jobs, networking and the
quality of the networks that one possesses are seen as a secret major source of a
relational competitive advantage over competitors as an individual, as a group of
individuals, or as an organization. Following popular opinion, notions about
networking include ideas that in principle everybody can and should network
(Byham, 2009). Extraversion is seen a positive trait in developing and expanding
networks, and extroverts have been found to perform better than introverts in
networking (Swickert, Rosentreter, Hittner, & Mushrush, 2002). Networking is
seen by many as an instrumental act. However, not everybody likes networking.
Research has found that some people actually dislike networking as it makes them
feel “dirty” (Casciaro, Gino, & Kouchaki, 2014), which is especially the case
when networking is pursued in predominantly instrumental ways. There seems to
be an urge, particularly among businesspeople, to network as much as possible
due to a belief that one cannot be successful without it. As Clark (2014, para 4)
noted, “I dutifully signed up to attend 500-person networking breakfasts, because
‘that’s what you do’ as a businessperson.” Networking is not intended to be about
seeking friendship; it is typically viewed as being about building rapport for
instrumental business relationships. However, when broadening this perspective,
these features and ideals are not particularly clear in the context of informal
networking in an international business sense when referring to the informal
network constructs of, for instance, yongo in South Korea, guanxi in China, wasta
in the Middle East, or blat/svyazi in Russia and the post-Soviet Union, to name
some typical examples. Besides their structural features, do we actually under-
stand the nature and characteristics of informal networks and the ideals upon
which their operating modes are based? Recent research has revealed that we still
do not know much about the networking ideals that people follow, for instance, in
the East Asian region, not to mention the differences between guanxi and
Western-style networking (Burt & Batjargal, 2019). Though trust, for instance,
seems to play a central role in guanxi as well as in many other informal networks,
they are still “fundamentally different from networks in the West” (Burt &
Burzynska, 2017, p. 222). While networking in the same cultural context, ideals
and characteristics are internalized by the individual and do not need to be
defined explicitly. From an international business perspective, however, we can
assume that networking ideals are based on different sets of underlying values and
norms since these vary across cultures. As even social network research in the
international business field has been perceived as rather limited (Cuypers, Ertug,
Cantwell, Zaheer, & Kilduff, 2020), informal network research is clearly under-
represented and still rather undefined as a research field. As informal networks
arguably play an important role in coordinating business activities in developed
(e.g. Korea and Japan) and emerging markets (e.g. China, Brazil, and Russia)
alike, it is important for practitioners and scholars to understand their nature and
operating modes better. Informal network research in international business
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studies has many access points as it lies at the intersection of institutional theory
(Jackson & Deeg, 2008; Peng, Wang, & Jiang, 2008; Sauerwald & Peng, 2013)
and international management studies, where it connects especially well to the
cross-cultural management tradition.

Where are the differences between social networks and informal networks?
Social networks “can be defined as a set of nodes as well as the connections and
the absence of connections between these nodes” (Cuypers et al., 2020, p. 715).
This conventional view stresses the formal structural aspects of connections
between people. Informal network researchers have tended to show more interest
in the variety and diversity of intangible factors that make individuals behave in
the way that they do among and between each other in a business context.1

Against the background of this tradition, the following definition may inspire new
thinking about informal networks. Informal networks are characterized by people
who feel attached to each other through a common background and/or through
friendship and affection. That could be provided either by consanguineal, family-,
and quasi-family-based ties or simply by affective or emotional ties between
people. Network members often share a common background, like having
attended the same educational institution (school or university) or having been
born in the same region. A common background is often a cause for ad hoc trust
ascriptions between members, even if they have not met before. Though variation
between these ties can be assumed, they have in common that their cohesiveness
can be explained by affectiveness and trust.

Exploring the effects of cultural differences in managing business worldwide is
a central pillar of research in international business studies. While a variety of
approaches have been pursued to map cultural contexts, focusing on values
(Hofstede, 2001; House, Hanges, Javidan, Dorfman, & Gupta, 2004), value
archetypes (Venaik & Midgley, 2015), norms (Gelfand, Nishii, & Raver, 2006)
and schema (Leung & Morris, 2015), to mention only a few, the informal network
perspective is less established in international business studies as yet. The way in
which informal ties and networks are concluded, maintained, strengthened, and
governed is often embedded in the respective cultural context in which interper-
sonal transactions in business take place. By drawing predominantly on institu-
tional theories (e.g., North, 1990; Peng et al., 2008), management studies have
recently underlined the important role that informal institutions play in driving
interpersonal transactions and decision-making behavior (Boddewyn & Peng,
2021; Peng, 2016; Peng et al., 2008). Surprisingly, thus far, research exploring the
mechanisms of informal coordination and organizational practices, in general,
has neither produced an integral concept or theory (Minbaeva &
Muratbekova-Touron, 2013) nor determined whether firms have found ways to
identify, control and manage them.

Informal network research has so far been treated as a section of social capital
research and/or as a variant of an informal institution (Peng et al., 2008), a
concept that itself can be regarded as rather difficult to define. While institutions
have often been viewed in an oversimplified bipolar way as being either formal or
informal, it is not so clear whether the bipolar approach is realistic or merely a
theoretical construct serving analytical purposes. Their formal or informal nature
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is context dependent, and their interpretation depends on the subjective
perspective of the observer. Especially in the field of emerging market research in
international business studies, informality in business is rather the norm, for
instance, in transactions, in employment relations, or in registering businesses and
so on. It is questionable whether the formal–informal distinction is useful in an
emerging market context, as Guha-Khasnobis, Kanbur, and Ostrom (2006)
noted:

One might expect to see a clear definition of the concepts,
consistently applied across the whole range of theoretical,
empirical, and policy analyses. We find no such thing. Instead, it
turns out that formal and informal are better thought of as
metaphors that conjure up a mental picture of whatever the user
has in mind at that particular time.

(pp. 2–3)

Understanding informal networks and networking abroad thoroughly is of
central importance for multinational corporations (MNCs) and their interna-
tional managers (expatriates) alike since informal networks are a societal phe-
nomenon and as such are carried into organizations. As values and norms differ
across societies, the ways in which informal networking is conducted also differ
across societies. Hence, informal networks “need to be managed differently in
different countries” (Michailova & Worm, 2003, p. 509). From a practical point
of view, informal networks are relevant to expatriate adjustment, performance,
and well-being, to business development, to the management of relationships
between an MNC and its suppliers and other stakeholders, including the gov-
ernment, to the protection of intellectual property, and finally to competition on
relational terms in host countries, to name just a few examples.

Below, we put informal networks into the context of neighboring concepts that
have been used in the past as analytical frames and outline the similarities and
differences. Next, we present and describe selected informal network constructs
and suggest a typology of them. Finally, we present the emerging theories and
future research directions.

Concepts
Conceptualizing informal networks is not a straightforward task as they are
pronounced and used differently in each country. Thus, they differ in their
characteristics. A popular way to conceptualize informal networks is to use the
social capital concept as a base upon which individuals form networks. Besides
that, informal networks have been described as an informal institution. How-
ever, since informal networks are complex and dynamic constructs, none of
these concepts can fully capture them. Nevertheless, they are (inter-)related and
as such remain part of the family while maintaining their own conceptual
identity.
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Social capital and networks. Informal networks have often been regarded as
social capital and analyzed in that frame by using general social capital definitions
to describe case studies of informal networks and related phenomena (Ko & Liu,
2017; Kropf & Newbury-Smith, 2016; Lin & Si, 2010). The ways in which social
capital is defined in the literature are rather diverse. While numerous definitions
exist, social capital originally focused on individuals or small groups (Portes,
2000) and has been defined as the “glue” between people that makes them “work
together either for reasons of their own or due to pressure within the group”
(Paldam, 2000, p. 529). Prominently, Bourdieu (1986) viewed social capital as the
accumulation of potential resources that an individual possesses, which can be
converted into capital. The engrained connection to groups, that is, to seek
accession and collaborate informally to secure benefits, is the fundament upon
which social network research has flourished, as stressed by Lin’s (1999) network
theory of social capital and other essential works that have defined the field.
Amongst others, Burt’s (1995, 2000) seminal works in the field of quantitative
sociology explored the effects of network structures and aspects of brokerage
within and between networks. Network closure has been studied by Coleman
(1988, 1990) and Putnam and colleagues (Putnam, 1995; Putnam, Leonardi, &
Nanetti, 1993).

As the concept of social networks (as well as social capital) has been utilized to
frame research on guanxi or wasta, questions emerge on whether the concept is
truly universally applicable or rather represents a reflection of typical social ties
and networks in the West as it was largely developed by Western scholars. The
typical characteristics and ideas that constitute social networks hardly seem to
match the characteristics of those in many other (non-Western) countries. In
general, social capital-based ties and networks are described as being rather
depersonalized and instrumental (Portes, 1998). Especially weak ties are of
particular value to individuals and important for acquiring information or jobs
(Granovetter, 1973, 1995, 2017). In principle, though not exclusively, social
capital highlights the notion of ties being predominantly instrumental. Everybody
is in principle able to develop networks and should do so as social networks have
many benefits. There is usually a distinction between friendships and social
network partnerships (comp. Table 1). It is these characteristics that have served
as the backbone of the concepts of social capital and related social networks. At
the same time, they are exactly the reason why scholars have challenged the
universality of the constructs (Hamaguchi, Kumon, & Creighton, 1985; Sato,
2013).

In East Asia, for instance, as well as in the Arab world, informal networks are
rather described as being strongly personalized, emotional, and less instrumental.
Consanguineal and kinship-based ties play as much of a role as non-kinship-based
ties (Li, 2012; Luo, 2007). Furthermore, in some cases, social networks cannot
easily be accessed as accession happens quasi by birth, so individuals can be “born
into” informal networks. This means that, as is assumed in the case of social
networks, actors cannot easily develop ties to and networks with certain groups as
they already exist. In Korea, for instance, informal network status is considered to
be “immutable and irreversible” (Horak, 2014, 2016). In the Arab world, wasta
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networks are predominately rooted in family and kinship ties (Hutchings & Weir,
2006a).

Given these differences in the nature of social ties and networks, Sato (2013)
critically remarked that Western constructs are actually unsuitable for the
assessment of local network phenomena as their basic assumptions are different
and too tight to reflect the complexity and multiplexity of the social relationships
that we see in many other countries around the world, which, taken together (e.g.
China, Japan, the Arab world, Russia and the post-Soviet Union countries,
Brazil), represent a large portion of the world’s population and possibly
outnumber the Western countries where the idea of social networking as we know
it in the literature originated. In other words, as ideas on social networking are
likely not to be universal, we need to extend and develop the concept further to
recognize and integrate the features of informal networks. This will lead to a more
precise conceptualization and a better understanding of managerial behavior in
IB studies.

Informal institutions. Given the conceptual overlap of informal networks and
social capital and social networks on one side but the deviations in their defining
characteristics on the other, institutional theory, distinguishing formal from
informal institutions, provides a rather neutral, though less used, frame for the
assessment of informal networks. The connection to institutional theory has been
drawn by, for instance, studies on guanxi. An established idea (see the “persis-
tence hypothesis”) in international business studies suggests that, when formal
institutions are underdeveloped and ineffective or simply do not exist (institu-
tional void; see Boddewyn & Peng, 2021; Li & Xie, 2019), informal institutions,
that is, guanxi, jump in and fill this gap by providing a mechanism for securing

Table 1. Prototypical Ideals Characterizing Social Networks Versus Informal
Networks (Selection).

Social Networks Informal Networks

• Open and accessible

• Predominantly used instrumentally
• Usually purpose driven
• Weak ties are the most beneficial

• Loyalty among members is usually
weakly pronounced

• Rather depersonalized
• Partnership ideals prevail

• Often closed and difficult to
accessa

• Often affective and emotional
• Not necessarily purpose driven
• Strong ties are the most

beneficial
• Loyalty among members is

usually pronounced
• Rather personalized
• Friendship ideals prevail

Social Capital
Intangible resources convertible into capital

(examples: Alumnus status, family/clan affiliation, social class, etc.)

aEspecially for foreigners (e.g. business expatriates).
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