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Abstract
This study sheds light on the role of social networks in entrepreneurship in the e-commerce

sector in contemporary China. It examines the usefulness of network ties for entrepreneurship,

specifically the capacity of network ties to provide information, advice, resources and

emotional support during the creation and growth stages of small and medium-sized e-

commerce businesses. Using data from semi-structured interviews with 30 private

entrepreneurs in Anhui province in China, I first identified the roles played by family,

friendship, business and political ties in e-commerce entrepreneurship, as well as their

respective advantages and disadvantages. I then examined the changes in the roles of

different network ties in e-commerce entrepreneurship as businesses move from the firm

creation stage to the firm growth stage. Following this, I compared online and offline social

networks to understand the similarities and differences in their respective effects on e-

commerce entrepreneurship.

My study presents three main research findings. The first research finding is about the role of

strong ties in entrepreneurship. Specifically, I found that strong ties, such as family and

friendship ties, are especially important for Chinese entrepreneurs to acquire scarce resources,

especially financial and human resources, and for providing emotional support to cope with

the highs and lows of running a business. However, there are also disadvantages brought by

these strong network ties, including ‘over-embeddedness’ and conflict with family members

and between friends. In addition, although strong ties are important for entrepreneurs to

acquire scarce resources during the firm creation stage, its role might diminish as the firm

grows. The second research finding is about the role of weak ties in entrepreneurship. In

contrast with strong ties, weak ties, such as online business ties, are quite important for e-

businesses to connect with a diverse range of people to get a diverse range of resources,

advice and information, and emotional support. With the help of the Internet, entrepreneurs

can easily develop these weak ties. Last but not least, the third research finding is about the

role of political ties. To be specific, under the marketization trend in the e-commerce sector,

the role of political ties in entrepreneurship is decreasing. Political ties are not necessary

during the firm creation stage, but they might become useful in solving problems that arise in

the growth stage, such as tax issues.

There are three contributions of the study on the relationship between social networks and

entrepreneurship. Firstly, the role of strong ties is found to have advantages and limitations in
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providing resources, advice and information and emotional support in entrepreneurship in the

e-commerce sector, like in other sectors studied by previous research. Secondly, weak ties

play an important role in connecting with a diverse number of acquaintances in providing

them, especially as firms grow. In e-commerce sector, the Internet helps entrepreneurs to

develop these weak ties. Last but not least, the macro-social conditions in an economy and in

a specific sector should be considered when studying the role of network ties in

entrepreneurship.
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Chapter 1: Introduction

1.1 Introduction
E-commerce is flourishing, and academic research is catching up. As pointed out by Batjargal

(2007, p. 606), the ‘study of Internet entrepreneurship in general and Internet ventures in

emerging markets in particular is a new research field’. This is particularly true in the case of

China, which is the context for the present study into the role of social networks in private

entrepreneurship in the e-commerce (electronic commerce) industry.

Social networks, comprising an individual’s personal connections and contacts with people in

areas of authority or power, are believed by many to be essential for business success.

According to Chu (1996, p. 359), ‘a social network perspective has been suggested to explain

why some people are more successful in starting and maintaining business, discounting the

personal and sociocultural factors’. Many studies have found that social networks are

significant and pervasive in Chinese business operations, being necessary for

entrepreneurship and business success (Anderson, 2007; Chu, 1996; Chung, 2005) and

crucial in facilitating smooth business transactions (Xin & Pearce, 1996). Social networks

can affect the success or failure of the entrepreneurial process through the mediating effects

of information accessibility and resource availability (Chen et al., 2015; see also Burt &

Burzynska, 2017; Chen, 2009; Chu, 1996; Troilo & Zhang, 2012). For example, an

entrepreneur can access scarce resources through connections with government officials in

China, who have considerable power in resource allocation (Anderson & Lee, 2008; Xin &

Pearce, 1996). Also, connecting with suppliers can help Chinese firms to ‘acquire quality

materials’ (Park & Luo, 2001, p. 465). Hence, where the capabilities of entrepreneurs (e.g.,

their skill sets) are similar, social networks are a crucial factor in the success or failure of

entrepreneurship.

Private enterprises began to flourish in China in the mid-1990s as a result of the restructuring

of state-owned enterprises (SOEs) and the accompanying massive layoffs (Knight & Yueh,

2004). After thirty years of sustained market-oriented deregulation and decentralisation

policies, private entrepreneurship has been growing steadily and is an important driving force

of China’s rapid economic growth. Compared with SOEs, private enterprises in China are

more reliant on social networks for business success because they are more likely to face
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institutional obstacles, such as limited access to capital and other resources (Lee &

Humphreys, 2007). For example, small and new private firms can find it difficult to obtain

loans from banks or gain access to key resources or assets, such as property or land (Park &

Luo, 2001; Xin & Pearce, 1996). Hence, social networks are valuable for these

entrepreneurial firms to acquire the resources they require to develop. For example,

entrepreneurs can elicit favours (e.g., informal financing for start-up capital with a reduced

cost of credit) from family members, relatives and friends to help launch their businesses

(Carlisle & Dave, 2005; Hsia & Wesley, 2014; Tsang, 1999).

Furthermore, when compared with physical commerce, social networks can play different

roles in entrepreneurship in the e-commerce industry. In e-commerce, an electronic network,

primarily the Internet, is used to assist in the sale of products (or services) from sellers to

buyers (Gefen, 2000). Because e-business owners can use social network sites (SNSs) to

communicate and interact with their customers, suppliers and other stakeholders, the roles of

social networks in the online marketplace are different from those in physical commerce. For

example, in the online marketplace, consumers can easily search through a large database of

products and services and compare prices from different online vendors with a click of the

mouse, allowing them to buy the selected products at the best prices. The relationship

between sellers and buyers is shallow because buyers only require sellers to confirm product

(or service) information, and if they are not satisfied with the information they can turn to

other sellers (Ou et al., 2014). In addition, in the online marketplace, business owners have

different ways of contacting their suppliers (Davison & Ou, 2008) and local authorities (Guo

& Miller, 2010). This makes it interesting to study the roles of social networks, online and

offline, in Chinese e-commerce entrepreneurship.

Before specifying the research questions, I present the development of e-commerce in China

and the characteristics of e-commerce in the following two sections, to provide a background

for the study.

1.2 The Development of E-commerce in China
The history of Chinese e-commerce dates back to 1994, when the Internet was introduced in

China. The first rapid development stage of e-commerce in China took place in 1999, when

C2C websites, such as www.8848.com and some other online shopping platforms (e.g., eBay),

http://www.8848.com
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were launched officially (Carter, 2002). The year of 2008 was another turning point in

Chinese e-commerce, with the development of B2C websites, such as JD.com and Tmall.com.

China’s e-commerce sector has grown rapidly, with an annual increase of trading size rising

from 26% in 2009 to 57% in 2014 (China Business Insight, 2015). Furthermore, CNNIC

(2016) reported that new online consumers contributed an amount of $1.96 trillion in online

shopping in 2015. Today, China has entered a national e-commerce era. A person who

searches for “e-commerce (电子商务)” in Baidu, which is the largest search engine in China,

can find more than ten million entries immediately. E-commerce is now integrated into the

daily life of most Chinese people.

The rapid growth of Chinese e-commerce over recent years can be attributed to several

factors. First, e-commerce can provide people living in rural areas with an alternative way to

purchase cheaper and better-quality goods. Dobbs et al. (2013, p. 7) found from their 2013

survey that ‘online prices [were] an estimated 6-16 percent lower than offline prices’. This is

an indication that products of e-tailing cost much less than those in physical stores. Second,

Chinese consumers have a high demand for products from foreign markets, which can be

bought more easily online. According to Carter (2002), in the early 2000s, several years after

the launch of C2C websites in China, around 20% of Chinese consumers shopped online to

purchase products from vendors outside China. Kalpan (2018) points out that Chinese

consumers are heavy buyers of foreign products, as they believe that foreign products,

especially healthcare products (e.g., dietary supplements and medical instruments), cosmetics,

baby products and luxury goods, are of higher quality. Third, e-commerce is strongly

supported by the Chinese government with policies on investment, infrastructure and taxation.

For example, e-commerce zones, such as the China Hangzhou Cross-border E-commerce

Comprehensive Pilot Area, were established by the Chinese government in 2015 to promote

cross-border e-commerce (Lei, 2016). Through this pilot zone, foreign goods are continually

delivered to Chinese consumers (Lei, 2016). In addition, the expansion of e-commerce is

greatly supported by the rapid development of logistics services in China. According to Hsu

(2016), Cainiao, the logistics service provided by Alibaba, now has 180,000 express delivery

stations, and intends further network expansion with an investment of $16 billion from 2016

to 2021.
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1.3 The Characteristics of E-commerce: A Comparison of Electronic and

Physical Commerce
E-commerce is carried out in an online environment in the form of web stores or virtual firms.

Usually, it does not have a physical presence or use any physical channels (Steinfield et al.,

1999). The exchange of products or services between the sellers and buyers is conducted

online through an electronic network (i.e., the Internet) with no physical meeting, and the

communication and transactions between the business and its customers are usually

performed and realised through the electronic medium. Customers can finish their online

shopping by making electronic payments that are based on the browser in communication

with server applications (Rayport & Jaworski, 2002).

E-commerce has distinctive characteristics when compared to physical commerce (Bouwman,

1999; Cox & Dale, 2001; Steinfield et al., 1999; Thompson & Liu, 2007). Specifically, e-

commerce has changed the way that businesses operate. First, e-commerce is based on the

exchange of products (or services) through the Internet, which is different from physical

commerce, in which transactions are conducted through personal interactions (Shafiyah et al.,

2013). By using electronic means, e-commerce can create a ‘virtual marketplace’ (Rastogi,

2015, p. 76) to ‘share business information, maintain business relationships, and conduct

business transactions’ with customers (Shafiyah et al., 2013, p. 1357). Second, e-commerce

allows for the communication and exchange of information between sellers and buyers using

electronic communication channels. Unlike physical commerce, where the exchange of

information between sellers and buyers is based on personal contact and face-to-face

communication, customers in e-commerce can be miles away from the business, with their

interaction carried out in a screen-to-face manner (Surbhi, 2016). For example, in physical

stores, sellers can only reach people who actually come to the store, but e-commerce sellers

can respond to their customers online immediately with no geographical constraints (Khwar,

2018). This means that e-commerce businesses can have a greater reach to customers, able to

reach almost anybody who has access to the Internet. Third, e-commerce operates on a 24-

hour basis. Unlike physical commerce, which is carried out at certain places and only during

defined business hours, e-commerce can be carried out anytime and anywhere, because web

stores are available via mobile devices such as mobile phones and tablets (Shafiyah et al.,

2013). Fourth, e-commerce stores are much cheaper to maintain than physical stores, as the

latter must pay to rent commercial space in convenient or popular locations. Table 1.1
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presents a summary of the differences in business operations between electronic and physical

commerce.

In addition to the differences summarised in Table 1.1, it is worth noting that e-commerce

creates online social networks for business purposes that are different from offline social

networks. In online social networks, ‘people who share common ties can interact with one

another’ (Laudon & Traver, 2014, p. 695). In this cyberspace, ‘a group of people who may or

may not meet one another face to face’ are able to ‘exchange words and ideas through the

mediation of an online social meeting space’ (Laudon & Traver, 2014, p. 695). Hence, in an

online social network, ‘the internet removes the geographic and time limitations of offline

social networks’, so that people ‘don’t need to meet face to face, in a common room, at a

common time’ (Laudon & Traver, 2014, p. 695). How online and offline social networks are

used by e-commerce firms for business purposes is addressed in one of the research questions

in this study.

Table 1.1: Differences in Business Operations between Electronic and Physical Commerce

(Compiled by the author, with reference to Khwar, 2018; Shafiyah et al., 2013; Surbhi, 2016)

Features Physical Commerce Electronic Commerce

Definition The exchange of products

(services) through personal

interactions

The exchange of products (services)

through the Internet

Communication

between Sellers and

Buyers

Direct face-to-face

communication;

Requires personal contact

between sellers and buyers

Indirect screen-to-face

communication through electronic

channels;

Can reach many more customers in

distant locations

Business Hours and

Location

Carried out at certain places

during certain times

Carried out anytime and anywhere: a

24-hour operation

Operation Cost Higher costs due to rental

of commercial space

Much lower costs and requires less

financial capital

1.4 Research Objective and Research Questions
The key objective of this research is to investigate the roles of social networks in private
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entrepreneurship in the Chinese e-commerce industry. It attempts to answer three research

questions. First, as discussed in Chapter Two and summarised in Figure 3.1, three main

advantages of network ties to entrepreneurship are found in the literature: information and

advice, resources, and emotional support. In the context of Chinese entrepreneurship, family

ties, friendship ties, business ties and political ties all affect the e-commerce entrepreneurial

processes. Not all social network ties are advantageous, however, so it is important to

compare the advantages and disadvantages of utilising these network ties for e-commerce

entrepreneurship. This leads to the first research question: ‘What are the advantages and

disadvantages of utilising different social network ties (i.e., family ties, friendship ties,

business ties, political ties) in small businesses in the e-commerce industry in China?’

Second, regarding the entrepreneurship processes, Kazanjian (1988, cited in Guo & Miller,

2010) classified entrepreneurship into the firm creation and firm growth stages. Specifically,

the firm creation stage ‘involves pre-launch idea generation, opportunity identification,

resource acquisition, and actual launch of a new venture’ (Guo & Miller, 2010, p. 272). It

includes the time period before the formal creation or official existence of the firm, such as

the time spent gathering financial resources, identifying business opportunities and

introducing products or services. For example, during this stage, an entrepreneur can gather

feedback from their friends, family members, colleagues and specialists to ensure their

business idea is worth pursuing. This period also includes the step of entrepreneurs making

their business entities legal, when the products/services have been developed. The growth

stage is a period when the products/services of the entrepreneurial venture gain initial market

acceptance and, later on, it achieves steady growth in sales and market share (Guo & Miller,

2010). During the early growth stage, the products/services of new ventures are

commercialised. The later growth stage is a period of high growth, when the focus of the

business is to produce and sell more products to generate more revenue. Guo and Miller

(2010) found that Chinese entrepreneurs intentionally cultivated ties outside of kinships

groups to expand their networks as their businesses grew. Apart from that study, very little

research has been conducted into changes in the roles of different network ties as firms grow

in Chinese entrepreneurship in general, let alone in e-commerce entrepreneurship. This is an

important justification for the second research question: ‘How do the roles of network ties in

private e-commerce entrepreneurship change as enterprises grow?’

Third, although many studies have focused on the role of social networks in entrepreneurship
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in China, research into the e-commerce industry is scant. As discussed above, e-commerce is

different from physical commerce in that it creates online social networks through SNSs

(Shafiyah et al., 2013). For example, e-business entrepreneurs can develop online network

ties with customers and suppliers online using web applications. Although these online

network ties are weak and transaction based (Ou et al., 2014), they can help e-business

owners to connect with new customers and suppliers online even if they do not have personal

connections (Davison & Ou, 2008). However, this does not mean that offline social networks

are no longer important. Rather, research needs to examine the roles of both online and

offline social networks if it is to paint a full picture of e-commerce entrepreneurial processes.

Furthermore, it is expected that online and offline networks play different roles; hence the

third research question: ‘What are the similarities and differences in the effects of online and

offline social networks on e-commerce entrepreneurship processes?’ By answering these

three research questions, it is hoped that a complete picture of the impact of social networks,

online and offline, on e-commerce entrepreneurial processes in China will emerge.

1.5 Organisation of Chapters
Following this introduction, in Chapter Two, ‘Social Networks and Entrepreneurship’, I first

introduce the key concepts of social resources and social networks, and then present some

theories and findings from Western research on social networks in entrepreneurship.

In Chapter Three, ‘Social Networks, Chinese Entrepreneurship and E-Commerce Businesses

in China’, the important role of social networks in Chinese entrepreneurship is first discussed.

I then explicate the roles of social networks in e-commerce and present the study framework.

In Chapter Four, ‘Research Methodology’, I first present the method of data collection for

this study, including the reasons for choosing semi-structured interviews and the procedure

that was followed in carrying out the interviews. I then explain why Anhui was selected as a

suitable and significant research site, and why I chose the target interviewees for the research

and how they were recruited. Following this, I present the method of data analysis.

The findings of this study are presented in Chapters Five, Six and Seven, which collectively

address the three research questions.
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In Chapter Eight, ‘Discussion and Conclusion’, I first summarise the key findings in relation

to the research questions. I then discuss the significance and implications of the research, and

its limitations.
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Chapter 2: Social Networks and Entrepreneurship

2.1 Introduction
This chapter reviews the literature on social networks and entrepreneurship in general. I

begin with social network analysis, explaining the approach and introducing some important

concepts. Following this, I discuss the role of social networks in entrepreneurship as explored

in Western literature. Specifically, the review covers the utility of network ties to

entrepreneurship, and how weak ties, strong ties and family ties affect entrepreneurial

processes.

2.2 Social Networks and Social Resources
A social network is a social structure comprising a number of actors, all of whom are

connected with one another through a set of one or more relationships or ties (Knoke & Yang,

2008). This definition highlights two indispensable components of social networks: the actors

and their relations (i.e., the ties between them) (Knoke & Yang, 2008). A social network can

be a personal network of people who are directly or indirectly connected to an individual,

including one’s family members, friends or colleagues, or it can be a closed network system

of actors, such as those who belong to a social club, community or organisation.

There has been widespread interest in social networks among the general public and in

academia over the past few decades, which has elicited the emergence of social networks

analysis. According to Knoke and Yang (2008), the major purpose of social network analysis

is to accurately measure and represent structural relations within networks, and to retrieve the

source of occurrences of those relations and their consequences.

Social networks can be studied as whole networks or ego-centred networks. A study of whole

networks focuses on all of the individuals in a bounded collection, such as within a work

team or class; a study of ego-centred networks focuses on the personal network of a central

actor, comprising everyone to whom that central actor is directly or indirectly linked by some

kind of social tie (Ruan, 1998). The current study adopts the egocentric approach.

2.2.1 WhyAre Social Networks Useful for Individuals?

Social networks can benefit individuals by providing social capital (social resources). Social

capital, in this study, refers to the resources accessed through social connections (Lin, 2004).
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In the 1980s, the French sociologist Pierre Bourdieu defined social capital as social resources.

For Bourdieu et al. (1992, p. 119), social capital is ‘the sum of resources, actual or virtual,

that accrue to an individual or a group by virtue of processing a durable network of more or

less institutionalized relationships of mutual acquaintance and recognition’. Portes (1998)

developed this further by suggesting that social capital stands for the acquisition and

accumulation of actual or potential resources for the individual through his/her reliable social

networks. In the present study, social capital is defined as the sum of the actual and potential

resources embedded within, available through, and derived from the network of relationships

possessed by an individual or social unit (Lin, 2015).

There are five major kinds of social capital (social resources) that an individual can gain from

social networks: information, material resources, influence, social credentials and

reinforcement. Social networks can provide individuals with information about opportunities

that are otherwise not available (Lin, 2001a). For example, through social networks, an

individual can be better informed about market demands, which can reduce the transaction

costs involved in finding a job in a better organisation (Lin, 2001a). In addition to

information, social networks can provide individuals with tangible benefits, such as material

resources (Jing et al., 2013). For example, if a young man wants to start a business, it would

be very helpful if he could get a loan from his social networks with family members (e.g., his

father). Furthermore, having social network ties with persons who have authority or are in

strategic locations can help an individual to influence organisational decisions in his/her

favour (Lin, 2001a). For example, job seekers who know someone who can exert influence

on job-assigning authorities are more likely to be employed. Social ties can also be

considered as representing an individual’s social credentials as perceived by other individuals,

communities or organisations (Lin, 2001a). Specifically, some social ties can reflect the

accessibility of resources to an individual (Lin, 2001b). If an individual is socially connected

with some people of high social and economic status, she or he will then be perceived as

having the potential to gain access to rare resources. For example, a young scholar who has

just received a PhD degree may have an advantage in obtaining an academic position if his or

her supervisor has a very high status in his/her particular field. Furthermore, an individual

who is recognised as a member of a social group enjoys the public acknowledgement of a

claim to certain resources within that social group (Lin, 2001a). This reinforcement is the key

to maintaining an individual’s entitlement to resources (Lin, 2001c).
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2.2.2 What Kinds of Social Networks Yield More Social Resources for Individuals?

Not all social networks can bring equal social resources to an individual. The amount of

social resources that an individual can obtain from social networks is affected by traits of the

network, such as its size, diversity, the social status of its members, and the strength of the

ties.

First, a large social network might yield more social resources for an individual. For example,

an entrepreneur who has a large social network that includes many investors might have more

opportunities to obtain investments (i.e., financial resources) from this network than those

who have only a small network.

Second, an individual who has social connections with people of high social status is more

likely to access scarce resources. These social ties can reflect the accessibility or reachability

of an individual to the resource hierarchy (Burt et al., 2001). For example, if a young PhD

student has a supervisor with a very high status in his field, and he is recommended by his

professor to a company’s manager, who is a friend of this professor, he is more likely to be

offered a position in that company.

Third, tie strength can also affect the amount of social resources that individuals can obtain

from their social networks. Here, tie strength is defined as ‘the combination of the amount of

time, the emotional intensity, the intimacy, and the reciprocal services’ (Granovetter, 1973, p.

1361) involved in a relationship. Based on this view, strong ties refer to relationships built

over a long period of time, with a high level of emotional intensity and intimacy, and frequent

reciprocal services. Strong ties are homogeneous, inclusive, intense and long term

(Krackhardt, 1992; Uzzi, 1996; Ellison et al., 2007), exemplified by relationships with family

members and close friends. Weak ties refer to relationships with the opposite characteristics.

Strong ties ‘strengthen interpersonal relationships, resulting in increased feelings of

reciprocity and trust’, hence reflecting ‘a geographically bound community characterized by

a strong sense of togetherness and moral obligation’ (Rademacher & Wang, 2014, p. 1214).

Due to this feeling of reciprocity and obligation, individuals are more likely to receive

assistance from strong ties when they are in need . For example, it is often easier to convince

family and friends to help one move across the town than it is to convince an acquaintance to

do so (Rademacher &Wang, 2014).
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Individuals can also obtain valuable resources from weak ties, as they serve an important

‘bridging’ function, ‘fostering connections across cliques or subgroups, opening paths for the

rapid and efficient exchange of opportunities and information across social distance’

(Rademacher & Wang, 2014, p. 1214). In other words, ‘weak ties connect heterogeneous

individuals to valuable resources unavailable within the densely knit, exclusionary structure

of one’s close ties’ (Rademacher & Wang, 2014, p. 1214). Hence, weak ties are important in

helping individuals to obtain resources, since a person with only strong ties might have

limited access to diverse information and resources from different groups of individuals who

are distant to them (Aldrich & Zimmer, 1986).

Furthermore, network diversity can affect the amount of social resources that individuals can

obtain from their social networks. If an individual and members of his/her network share

many attributes, in terms of age, gender, educational background or preference for a certain

hobby or value, such a social network is highly homogeneous (with a low degree of network

diversity) (Marsden, 1987). Compared with these homogeneous networks, individuals in a

highly heterogeneous network are in a more advantageous position in acquiring social

resources. For example, if an individual knows many kinds of people from different social

contexts, s/he can improve the chance of hearing about an attractive job opening or having

the right contact for the purpose of employment (Erickson, 2003), because of his/her highly

diverse range of social connections (Granovetter, 1973; Marsden, 1987). Hence, the diversity

of contacts and the variety of acquaintances an individual has can help him/her to acquire

some valuable resources.

2.3 Social Networks and Entrepreneurship
This section discusses the roles that social networks play in entrepreneurship. The utility of

social networks to entrepreneurship is first delineated. Specifically, three kinds of resources

brought by social networks (advice and information, resources, and emotional support) are

discussed. The effects of weak and strong ties on entrepreneurship are examined in the

second and the third part, respectively, before turning to an exploration of the resources

provided by family ties.

2.3.1 Utility of Social Networks to Entrepreneurship

Social networks play an important role in entrepreneurship. A wealth of literature exists on
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the relationship between social networks and entrepreneurship from studies conducted in

Western countries and beyond. Renzulli and Aldrich (2005) outline three uses of

entrepreneurial network ties that can facilitate the emergence or growth of business ventures:

advice and information, resources, and emotional support. Through their social networks,

entrepreneurs obtain valuable advice and information about such issues as market

development opportunities, current technological trends, and changes in consumer behaviour,

laws and regulations. Furthermore, social networks provide entrepreneurs with diverse

resources, such as financial capital, labour, suppliers and new technology (Stuart & Sorenson,

2007). Finally, social networks also function as a valuable source of emotional support for

entrepreneurs (Arregle et al., 2015). In the following, I discuss these three uses of

entrepreneurial network ties in further detail.

According to Birley (1985) and Batjargal and Liu (2004), entrepreneurs obtain valuable

advice and information from members of their social networks. From this advice and

information, entrepreneurs are able to recognise certain entrepreneurial opportunities for

market developments regarding new products, the latest trends in technology, and changes in

consumer behaviours, laws and regulations (Arregle et al., 2015; Batjargal, 2003). For

example, if an entrepreneur has network ties with university professors, the entrepreneur may

receive advice regarding a new technological development before it is disclosed to the

general public, which will help the entrepreneur take advantage of new entrepreneurial

opportunities (Carolis & Saparito, 2006).

Entrepreneurs also develop social networks to acquire diverse resources, such as financial

capital, labour, suppliers and new technology (Stuart & Sorenson, 2007), which are assets

that are important for the growth of new ventures (Aldrich & Cliff, 2003). Through their

social networks, entrepreneurs can gain access to resources that they do not necessarily

control, which are essential for start-ups or for the further development of new business

ventures (Arregle et al., 2015; Stevenson & Jarillo, 1990). For example, through social

contacts, entrepreneurs can gain easier access to bank loans (Batjargal & Liu, 2004).

The uncertainties involved in establishing new ventures, which stem from the business risks,

challenges and obstacles that entrepreneurs face, can at times be overwhelming (Cohen &

Wills, 1985). Social networks provide a valuable source of emotional support for

entrepreneurs as they tackle these uncertainties (Arregle et al., 2015; Bruederl &
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Preisendorfer, 1998). According to Cohen and Wills (1985), this emotional support offers

entrepreneurs the emotional stability and psychological resources that they need to focus their

energy on business development (see also Anderson et al., 2005; Arregle et al., 2015;

Bruederl & Preisendorfer, 1998).

In addition, Lee and Ashforth (1996) note that receiving emotional support from social

networks is associated with increased confidence, motivation and commitment in

entrepreneurs as they embark on their new ventures. Krueger and Dickson (1994) further

explain that entrepreneurs are often required to make quick decisions in the face of business

uncertainties in order to seize new business opportunities; the emotional support from their

social networks provides them with increased confidence in taking risks, which in turn aids

the entrepreneurial growth of new ventures.

2.3.2 The Effects of Weak Ties on Entrepreneurial Processes

The strength of ties affects the kind of resources entrepreneurs can obtain. Weak ties help

entrepreneurs connect with different groups of individuals, representing ‘a diverse set of

persons working in different contexts’, to whom the entrepreneurs are not frequently

connected (Elfring & Hulsink, 2007, p. 1852). By establishing links with these individuals,

entrepreneurs go beyond their familiar relationships (Brehm & Rahn, 1997; Kwon &Arenius,

2008) and gain access to various sources of information and possibly other resources. As

Arregle et al. (2015) observe, weak ties enhance the ability of entrepreneurs to obtain the

diverse knowledge and opportunities surfacing at the periphery; without these ties,

entrepreneurs ‘will be deprived of information from distant parts of the social system’

(Granovetter, 1973, p. 106). For example, a potential entrepreneur might have many casual

acquaintances through whom he or she can connect with their close friends. The weak ties

between the potential entrepreneur and these casual acquaintances form a crucial bridge

between two circles of close friends (i.e., the potential entrepreneur’s circles and the causal

acquaintances’ circles) (Aldrich & Zimmer, 1986).

Research has shown that weak ties are important during the emergence phase of business

start-ups (Steier & Greenwood, 2000; Greve & Salaff, 2003), as entrepreneurs rely on

networks that are rich in weak ties to obtain information required for the development of

business plans. Elfring and Hulsink (2007) note that during the emergence stage of start-ups,
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weak ties provide diverse information not available among strong ties that can lead the new

business forward (see also Hite & Hesterly, 2001).

The power of social networks may partly lie in indirect weak ties, where entrepreneurs retain

access to second- and third-degree relationships in their social networks through referrals

from direct ties (Donath & Boyd, 2004). Compared to entrepreneurs within networks that are

rich in strong ties, entrepreneurs within networks rich in weak ties are in the advantageous

position of having access to diverse information from distant indirect ties. This network of

weak ties helps entrepreneurs receive significantly more opportunities and new information

that can contribute to their entrepreneurial success (Hill, Lumpkin, & Singh, 1997). Johnston

et al. (2013) note that weak ties provide a broader set of information and new horizons to

entrepreneurs, as these ties are formed between individuals of different backgrounds or

geographical and socio-economic distance. Hite and Hesterly (2001) and Watson (2007)

propose that people usually use weak ties beyond their immediate circles (e.g., customers,

suppliers, academic and research institutions, consultancies, banks, accountants and business

associations) to access diverse sources of business advice and information, such as locating

new business sites, identifying potential markets for products and services, gaining access to

potential investors, and obtaining knowledge of the latest innovations in a certain industry. In

addition, weak ties help entrepreneurs expand their own resource networks, as they are

associated with the expansion of customer pools or business contacts (Aldrich & Zimmer,

1986).

2.3.3 The Effects of Strong Ties on Entrepreneurial Processes

Relationships with strong ties – including relations with family members and close friends –

tend to be homogeneous, inclusive, intense and long term (Krackhardt, 1992; Uzzi, 1996).

Ellison et al. (2007) describe strong ties as consisting of tight-knit and emotionally close

relationships. Regarding entrepreneurship, Hite (2005) proposes that strong ties represent a

high level of trust and frequent exchange between entrepreneurs and the people whom they

have close relationships with, which in turn facilitates entrepreneurial activities. Likewise,

Elfring and Hulsink (2007) contend that strong ties are based on trust and give entrepreneurs

something to rely on through good and bad times.

Because trust tends to be high among strong ties, entrepreneurs regard the business
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opportunities presented by family or friends as reliable and desirable (Greve & Salaff, 2003).

Moreover, entrepreneurs rely on cohesive strong ties with family and friends to acquire

financial, human and technical resources (Johannisson, 1988). Bruederl and Preisendorfer

(1998), found that small start-ups tended to rely more on family and friends rather than banks

for capital resources, and thus maintain that strong ties are more important for entrepreneurs

during the emergence phase of new ventures. Starr and MacMillan (1990) refer to such

resources as the ‘friend’s favour’. Hite and Hesterly (2001) also posit that during the

emergence phase, start-up businesses usually rely on identity-based strong ties for resources.

On the other hand, potential entrepreneurs are restricted within strong social circles, limiting

their access to diverse sources of information from people who are distant to them (Aldrich &

Zimmer, 1986). Uzzi (1996) labels this feature as ‘overembeddedness’, which he regards as

one of the shortcomings of strong ties, where ‘embeddedness’ refers to ‘the nature, depth and

extent of individuals’ ties with their environments’ (Jack &Anderson, 2002, p. 468, citing

Uzzi, 1997). Overembeddedness occurs when there is an excessive presence of strong ties on

which individuals are over-dependent (Uzzi, 1997). Entrepreneurs who primarily rely on

information obtained from strong ties have limited access to external information (Arregle et

al., 2015), potentially isolating them from external sources and leaving them blind to new

developments (Johannisson, 2000). Overembeddedness can even stifle the economic

performance of new ventures because social networks that are dominated by strong ties can

create monopolistic environments that lack external information, which is crucial to the

innovativeness of new ventures (Uzzi, 1996).

Aside from the lack of external information, another shortcoming of strong ties in

entrepreneurship is the costs associated with their maintenance. Specifically, the

overembeddedness of business operations within strong ties among family and close friends

sometimes constrains entrepreneurs when making decisions. Although entrepreneurs can

benefit from strong ties, they sacrifice their individual freedom by being subject to social

bonds and controls (Li et al., 2013). Amoderate level of embeddedness within strong ties is

preferable for entrepreneurial success, since both underembeddedness (having a network

lacking strong ties) or overembeddedness (having a network dominated by strong ties but

lacking in weak ties) may result in negative outcomes (Arregle et al., 2015).
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2.3.4 The Effects of Family Ties on Entrepreneurship

According to Leaptrott (2005), family members share norms, values and beliefs in addition to

attaching to each other cognitively and emotionally. Being strong and trust-based (Luo, 2012),

family ties can be both facilitating and constraining factors in entrepreneurship.

Family ties provide entrepreneurs with advice and information, which is one of the three uses

of social networks that benefit entrepreneurship (see Section 2.3.1). Bruederl and

Preisendorfer (1998) found a positive linear relationship between support from family ties

and the success of new ventures. They argue that because family ties are based on obligation,

loyalty, commitment, reciprocity, devotion, generosity, solidarity and trust, the advice that

family members provide is therefore of high quality and with minimal bias (i.e., partial or

distorted information) (Arregle et al., 2015). Bates (1994), however, found that having a high

proportion of family ties in advice networks could result in lower profitability or even failure

among new ventures. He explains that a high dependence on family ties prevents

entrepreneurs from obtaining advice and information from non-family members of their

social networks. In other words, information provided by family members is limited (Arregle

et al., 2015) and cannot meet the future information needs of new ventures, thereby inhibiting

their growth (Jack, 2005). As with non-family strong ties, a moderate level of family

embeddedness is preferred for positive effects on the growth of new ventures, given the

trustworthiness of the information and advice provided by family members; however, a heavy

reliance on family ties for advice may result in redundant and limited information (Arregle et

al., 2015).

Of the three uses of social networks for entrepreneurship, emotional support is the most

prominent function provided by family ties. According to Arregle et al. (2015), family

embeddedness helps entrepreneurs manage emotional challenges during the process of

starting a new venture and maintaining its growth. Because family members share a common

cognitive mindset, sharing trust, language and feelings with each other, they are comfortable

for entrepreneurs to talk with, particularly in acknowledging the importance of the new

ventures to the entrepreneurs. With this understanding, family members motivate

entrepreneurs, help them reduce their stress, and share their emotional concerns (Arregle et

al., 2015).

Nonetheless, once again, an over-reliance on family ties for emotional support has potential
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negative effects on the growth of new ventures (Arregle et al., 2015). First, family members

generally do not have good knowledge of the operations of new ventures; as such, they can

provide blind encouragement. Entrepreneurs may thus become overconfident in their

decisions, leading to ‘an escalation of commitment by the entrepreneurs’ that may waste

corporate resources (Arregle et al., 2015, p. 319). Second, entrepreneurs may carry their

business pressures to their family members, contributing stresses that can give rise to work-

family conflict. With little emotional support external to the family unit, the intense pressure

that entrepreneurs and their families face may lead to the deterioration of family relations,

ultimately affecting the growth of new ventures (Arregle et al., 2015).

According to Arregle et al. (2015), family ties can provide resources that have positive effects

on the growth of new ventures. For new ventures without records of success, the acquisition

of resources, such as financial capital, equipment and labour, can be difficult. The trust and

sacrifice on which family ties are based means that family members are more likely to

provide resources in a timely and flexible manner when asked. For example, family members

can take up emergency shifts, install office equipment and offer ‘patient’ financial capital at

below-market rates with non-compulsory repayments, thus accelerating the process of

resource mobilisation.

Despite family ties being essential in providing the resources to start a new venture, Bates

(1994) and Jack (2005) note that such resources may be too limited to sustain future growth.

These limitations in financial capital or other resources can restrict the strategic

developments of new ventures, as the business may fail to capitalise on new opportunities

made available by non-family network members. Moreover, an over-reliance on family ties

for resources means an increased level of family embeddedness, giving family members who

have provided the resources strong bargaining power in the decision-making process of the

new venture. Such a strong level of involvement and interference from family members in the

management of the business can lead to inefficiency in decision-making. Indeed, the findings

of Au and Kwan’s study (2009) suggest that Chinese entrepreneurs do not necessarily prefer

seeking financial capital from family for the initial funding of new ventures, as they are

afraid of this strong family interference.

Following this review and discussion of the Western literature on how social networks affect

entrepreneurship, the next chapter moves on to a review and discussion anchored in the
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Chinese context.
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Chapter 3: Social Networks, Chinese Entrepreneurship and E-Commerce

Business in China

3.1 Introduction
This chapter has two purposes. First, it reviews empirical studies of how social networks in

China help entrepreneurs gain social resources and discusses how the role of political ties has

changed in today’s Chinese marketisation environment after increased maturation of its

institutional environment. Second, it presents a study framework regarding social networks

and e-commerce entrepreneurship in China.

3.2 Social Networks and Chinese Entrepreneurship
Social networks are crucial to the success of entrepreneurship in China. The following review

and discussion focus on two aspects: first, the importance of various network ties (family and

friendship ties, business ties and political ties) in yielding social resources at various stages of

entrepreneurship; and second, whether marketisation has changed the importance of political

ties in Chinese entrepreneurship.

3.2.1 Social Resources Derived from Social Networks

First, family and friendship ties are important in providing valuable social resources for

Chinese entrepreneurship. According to Lee and Dawes (2005, p. 30), ‘a key aspect of

Chinese culture is its high degree of collectivism’, as ‘from birth onward, people belong to

strong, cohesive in-groups, such as extended families’. For Chinese entrepreneurs, family ties

are based on trust and obligation, where they refer to ‘real and pseudo family members’ who

help ‘without asking for return’ (Burt and Burzynska, 2017, p. 239). Fulfilling one’s

obligation is important under China’s Confucian culture (Troilo and Zhang, 2012), because

failure to do so might result in ‘exclusion from the network and loss of access to the

resources embedded in the network’ (Lee and Andrew, 2007, p. 6). This obligation can be

extended to good friends, who are ‘connected by long-term favour exchanges’ (Burt and

Burzynska, 2017, p. 239). In the view of Troilo and Zhang (2012, p. 320), ‘family networks

include not only blood relatives but also close friends’. Similar to family ties, in friendship

ties, ‘both parties combine expressive and instrumental exchanges and carefully maintain

trustworthiness under the principle of reciprocity’ (Burt and Burzynska, 2017, p. 239). Hence,

Peng (2004) found that family networks in China offer Chinese entrepreneurs an opportunity

to pool resources to due to enforceable trust. For example, in Taiwan, family networks are
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important in providing financial capital to small businesses (Troilo and Zhang, 2012), and

based on data from the 1997 National Private Enterprise Survey, Fong and Chen (2007, p.

445) found that ‘immediate family members, parents and spouses, are extremely helpful in

accessing sensitive resources’ such as funding. Similarly, Liu et al. (2018, p. 327) found that

Chinese entrepreneurs on digital platforms rely on family and friendship ties to get advice

and resources on the initial launch of the firm ‘without being overly burdened by payback

obligations’. Guo and Miller (2010, p. 276) quoted the view of a Chinese entrepreneur who

opined that communication with both family members and close friends about business ideas

could ‘make sure that you see both sides of a coin and to help you decide whether or not to

start a business’. Also, family and friendship ties can provide emotional support to e-business

owners. Liu et al. (2018, p. 315) maintained that family and friendship ties in China imply

‘sacrificing and giving that engenders ‘an individual’s feeling of affection, warmth, safety,

and attachment’’ (citing Hwang, 1987, p. 949); thus ‘it can confer a commitment advantage

on Chinese entrepreneurial developers who seek to link to dominant platforms, providing

them with emotional support, access to otherwise unavailable resources, and shelter from the

worst effect of opportunism’. However, some contrary findings have also been published;

Jacobs et al. (2004, cited in Troilo & Zhang 2012, p.320) found from 200 Chinese

entrepreneurs across Shanxi, Zhejiang and Jiangsu provinces that families account for only

18% of their financial capital. It has been found that in the event of serious difficulties,

entrepreneurs are more likely to turn to banks than to family networks for help because they

think that ‘family network in post-socialist China is too small to serve entrepreneurs’ capital

or labour needs adequately’ (Troilo & Zhang, 2012, p. 320). Furthermore, Hsu (2005), who

interviewed 24 private business owners in Harbin, Heilongjiang province, also supported this

claim, as he discovered that entrepreneurs were unwilling to rely on their family network for

labour resources, given that only 3 entrepreneurs had ever recruited one or two family

members to their businesses. Overall, it seems that Chinese entrepreneurs usually rely on

family and friendship ties to acquire important social resources, including financial resources

and emotional support, because family and friendship ties are asymmetrical and non-

reciprocal, which means that they do not demand immediate repayment, although some

studies have found that the family members may not be that important in providing financial

and human resources to entrepreneurship.

Second, business ties have particular importance in bringing diverse social resources for

Chinese entrepreneurship, and this might be especially important in the e-commerce sector.
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Due to the rapid development of digital technology, Chinese entrepreneurs prefer to develop

business ties on digital platforms (Liu et al., 2018). Liu et al. (2018, p. 313) noted that

business associates are particularly important in providing an abundance of knowledge

resources to e-business owners when they ‘face a set of choices such as on which digital

platforms to launch their new components, what components to launch and when to launch

them’. They found that a diversity of business ties helps Chinese e-business owners acquire

diverse knowledge for their ‘continued scale-up success’ (Liu et al., 2018, p. 327).

Third, in addition to family, friendship and business ties, political ties have special

importance in China in providing scarce resources and critical information to

entrepreneurship. The Chinese government exerts strong control over limited resources, and

officials have considerable power for project approval and resource allocation (Xin & Pearce,

1996). According to Park and Luo (2001, p. 465), ‘most rules and regulations are still

ambiguous, and their enforcement is subject to the personal interpretations of government

officials’. Legal and institutional uncertainties, together with a lack of official support during

China’s recent economic transition, make political ties important to the entrepreneurial

process. For example, Gu et al. (2008) surveyed 105 new ventures in China and found that, if

entrepreneurs of a new venture have strong political ties with government officials, they can

get access to some ‘insider’ resources and information such as subsidised loans or knowledge

about certain policies. Political ties are more important for micro-entrepreneurial firms in

China than for large firms. Park and Luo (2001) found that the firms most likely to benefit

from political networks are those that are new, small, lacking in technological skills or based

in less-developed regions. However, it should be noted that establishing and maintaining

political ties can be costly because cultivating a political relationship with a government

official involves a large monetary investment (Park & Luo, 2001). Similarly, Wank (1996)

interviewed 100 firm owners in Xiamen, Fujian province, and found that it is extremely

costly to build up political ties with local officials.

However, due to the increasing marketisation and 40 years of economic reforms, it is

doubtful whether the importance of political ties in entrepreneurship has changed when more

rules and regulations for business have been established and administrative barriers have

been removed. This will be discussed in Section 3.2.2.
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3.2.2 China’s Increasing Marketization and the Changing Importance of Political

Ties in the Chinese Entrepreneurship Process

China’s marketization process, i.e., the transition from a centrally planned economy to a

socialist market economy, began in 1978 and was reinforced after Deng Xiaoping’s 1992 visit

to Shenzhen (Li & Matlay, 2006). Before 1978, China was in a centrally-planned economy. It

was the state that allocated resources in the economy. However, since 1978, China has been

developing from a planned to a market economy. This means that firms were given freedom

to operate and compete in the market. The free market principle means that there is massive

mobilization of resources in the market. Thus, the power of the state in controlling resource

allocation has been reduced. Since market mechanism is constantly used in resource

allocation, the efficiency of this resource allocation process has improved.

This efficiency of resource allocation process has improved gradually across three stages of

marketization. Specifically, in the first stage, China’s economy is largely controlled by a

planned system, where resource allocation is largely controlled by the state. In the second

stage, there is a coexistence of central planning and market system, where market mechanism

is gradually used to control resource allocations. Then, the third stage of marketization is

characterised by the prevalence of the free market, when resource allocation is largely

controlled by free market principles (Fowler and Reisenwitz, 2014). This means that, in

comparison with the first and second stages, the power of the state in controlling resource

allocation is the least in the third stage of marketization. Although China now proceeds into

the third stage of marketization, it still has not completed the whole process of marketization.

China is still a socialist market economy. For example, the state enterprises still dominate

main industries, where the state controls resource allocation.

Political ties are important in Chinese economic transition. For example, Walder (1988)

found that, during the economic transition of the 1980s and 1990s, political ties were used as

an informal mechanism to deal with business uncertainties. Bian (1994, 1997, 2002) found

further that the important role of political ties is attributed to the slow development of formal

market mechanisms during the market reform. For example, entrepreneurs depended and still

depend on government ties to obtain resources regulated by authorities, including but not

limited to licenses, protection, and other favours provided by officials (Wank, 1996).

However, marketization process is found to affect the role of political ties in entrepreneurship.
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There is evidence that the role of political ties in entrepreneurship is becoming less important

due to marketization. For example, Luo et al. (2011) found from a meta-analysis of 53 studies

that the role of political ties had shifted from primary to complimentary under the

marketization process, when the resource allocation is more likely to be controlled by the

rules and regulations in the markets.

Although marketization process might affect the role of political ties, there is evidence that

political ties are still important in many areas. For example, Luo et al. (2011) found that

political ties are still used by entrepreneurs in the event of facing administrative and legal

uncertainties. Similarly, Chen &Wu (2011) found that, when there is a lack of formal rules

and regulations in solving some problems, entrepreneurs still count on political ties to acquire

specific resources for entrepreneurial success.

Some scholars argue that, as the marketization process develops, the role of political ties will

become less important, since resource allocation in the free market are more likely to be

controlled by the rules and regulations of the market. Before marketization, the state

controlled the resource allocation; therefore, Chinese companies had to depend on network

ties with the authorities to acquire important resources. However, as the marketization

process develops, there is massive mobilization of resources in the market, which means that

resources are less controlled by the state (Pranab et al., 2010). Hence, it is expected that the

needs of firm owners to use political ties to get public and private information and resources

now have reduced. Instead, they can get free access to information and resources from the

market (Chang, 2011). This means that the need of political ties in entrepreneurship will

diminish or disappear in China (Park & Luo, 2001).

However, other scholars argue that political ties still play an important role in Chinese

entrepreneurship, as China is in a socialist market economy, and marketization process is not

as complete as in the Western countries (Huang, 2017). First, Huang (2017) argues that, in

China’s socialist market economy, the state still plays an important role in controlling

important resource allocation such as land resources. Hence, due to this persistence of

political power, political ties are still used by many business owners as a strategy to manage

business uncertainty and to obtain information and resources. For example, political ties are

of great importance for entrepreneurs in real estate industries to acquire land resources.

Secondly, some scholars argue that the role of the political ties depends on the stability of
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market institutions i.e. the development of formal market rules and regulations to control

economic transaction (Guthrie, 2004). Specifically, when there is a weak institutional

environment, political ties can be used as informal mechanisms to solve business problems.

This is why Bian (2004, p. 117) argues that there are “institutional holes” in China’s economy,

which means that formal market mechanisms or institutions are still “either unavailable or

insufficient” in current China’s economy. Due to this lack of formal market mechanism or

institutions, political ties are used as “informal mechanism to fill up these institutional holes”

(Bian, 2004, p. 117).

In summary, there is a debate regarding the role of political ties in entrepreneurship. On the

one hand, political ties are thought to be an important informal mechanism that entrepreneurs

use to acquire important resources, because of the lack of market mechanisms in the China’s

socialist market economy. On the other hand, some argue that, as marketization continues,

political ties will become less and less important in entrepreneurship. There are supporting

evidences for both views. Scholars on both sides of the debate use an institutional argument,

that is, the importance of political ties depends on the maturity of marketization. But the level

of marketization varies across regions. For example, the level of marketization in Guangdong

Province is much higher than that in Guizhou Province. The level of marketization also varies

across sectors. Since Chinese government is eager to develop e-commerce industry, both the

state and the local authorities have provided great support in policy for the development of

this industry. This means that market rules and regulations tend to be better developed in this

industry. Furthermore, the resource allocation in e-commerce industry is more likely to be

controlled by market mechanisms. Therefore, political ties may not be important here. In fact,

Kwock et al. (2013) found that, nowadays, firms are less dependent on authorities to acquire

resources and protection, a trend most prominently observed in the e-commerce industry. The

current study may shed more light on this issue.

3.3 Study Framework
Figure 3.1 presents a summary of the literature regarding social resources that entrepreneurs

might acquire from various network ties (family and friendship ties, business ties, political

ties) and the advantages and disadvantages of using these ties to acquire social resources.

Strong ties, such as family and friendship ties, are important in providing resources and

emotional support, political ties are important in providing scarce resources, and weak ties
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such as business ties are important in providing diverse advice.
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Following the literature review, a study framework (Figure 3.2) is developed to guide the

(1)
Resources

(e.g.
Financial
Capital,
Labour,
Suppliers,

etc.)

(2) Advice
and

Information

(3)
Emotional
Support

Family and Friendship Ties
Advantages:
(1) High level of trust: Strong ties are reliable, that entrepreneurs can
rely on during both good times and bad times of entrepreneurship;
(2) Important in acquiring financial resources and human resources:
‘patient’ financial resources that are timely and flexible; flexible human
resources (emergency shifts).
Disadvantages:
(1) Over-embeddedness: excessive presence of strong ties on which
individuals are over-dependent can lead to limited access to external
resources;
(2) Costs of maintenance: constrain entrepreneurs when making
decisions; and social bonds and control can sacrifice individual
freedom; family members have strong bargaining power in decision-
making.
Political Ties:
Advantages:
Scarce resources and critical information
Disadvantages:
Large amounts of monetary investments

Business Ties
Advantages:
(1) ‘Bridge’: Entrepreneurs can go beyond their familiar
relationships; through referrals from direct ties, they can
reach distant indirect ties
(2) Important in obtaining diverse business advice and
information
Family Ties
Advantages:
Providing high-quality and limited advice and
information, that are not accessible from non-family
members
Disadvantages:
Over-Embeddedness: excessive presence of strong ties on
which individual are over-dependent can lead to limited to
external information, where the decision-making can be
‘blind’.

Family and Friendship Ties
Advantages:
(1) Important in providing emotional support
Disadvantages:
(1) Over-confident: blind in providing encouragement
(2) Work-family conflicts

Figure 3.1: Social Resources Acquired from Network Ties
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investigation of the roles of network ties in the specific context of Chinese e-commerce. This

study deals with the roles of social networks not only during the firm creation stage but also

during the growth stage. The roles of all important social ties, such as family and friendship

ties, business ties and political ties (which are regarded as especially pertinent in China), are

examined, and their effects are compared during the firm development stage. In Chinese

culture, family and friendship ties involve a high level of trust and obligation that can provide

some important resources to entrepreneurs; however, the family network in post-socialist

China might be too small to serve capital and labour needs as the firm grows. As for political

ties, it is noted that although Chinese entrepreneurs might obtain scare resources and critical

information from government authorities, this might be different in the E-commerce industry

and under increasing marketization process.

Specific to the E-commerce environment, there are online network ties cultivated by the E-

firm owners after the start-up of their E-businesses, in contrast to the various network ties

built through face-to-face contacts and activities (offline network ties). In research on the

roles of social networks on E-commerce entrepreneurship, it is absolutely necessary to delve

into the impacts of both types of network ties.

The key concern of this study, as explicated above, is the social resources for

entrepreneurship offered by various network ties, both offline and online, at various stages of

firm development. Three kinds of social resources are described as prominent in the literature:

advice and information, resources, and emotional support. This study is an in-depth

investigation into all three types of social resources in the context of Chinese e-commerce.
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Figure 3.2: Study framework.

Three major research questions are established from the study framework. The rationale for

the research questions are presented in Chapter One, Section 1.4: Research Objective and

Research Questions. In this part, I recapitulate the questions, demonstrate how they flow

from the study framework and address the significance of the findings from the investigation

to the body of knowledge in social network research in the context of Chinese e-commerce

entrepreneurship.

The first research question is ‘What are the advantages and disadvantages of the use of

various social network ties (i.e., family ties, friendship ties, business ties, political ties) in

small businesses in the e-commerce industry in China?’. This question addresses the specific

characteristics of family and friendship ties, the special role of political ties in China and the

specific features of business ties in the Chinese e-commerce sector. The answers to this

question will help develop knowledge regarding these social resources, that is advice and

information, resources and emotional support, that can be provided by different network ties

in the specific Chinese e-commerce sector and the advantages and disadvantages of using

these network ties in this context.

Network Ties

Family and Friendship
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The second research question ‘How do the roles of network ties in private e-commerce

entrepreneurship change as the enterprises grow?’ deals with attempts made by e-business

owners to expand their networks and how they use them during the growth stage. The

findings of our comparison of the roles played by various social network ties during the

creation stage and the growth stage will fill the gap in research regarding the changing roles

of social networks at different stages of the e-commerce entrepreneurship process.

In e-commerce, entrepreneurs cultivate online business network ties in addition to offline ties.

The third research question, ‘What are the similarities and differences in the effects of online

and offline social networks on e-commerce entrepreneurship processes?’, concerns

understanding the effects of this new form of network ties and comparing their effects with

those of offline network ties. Answering this research question has particular importance in

the study of the role of social network ties in the e-commerce sector because other sectors are

less dependent on online network ties.
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Chapter 4: Research Methods
This chapter introduces the methods by which the data were collected and analysed. The data

were collected from semi-structured interviews, and the interviews were conducted in Anhui

province, which is in a developing region of China that has been under-researched in terms of

social networks in entrepreneurship. A thematic analysis of the qualitative data was also

conducted.

4.1 Method of Data Collection: Semi-structured Interviews
In this study, I collected the data via semi-structured interviews to allow purposeful

discussions with the interviewees (Kahn & Cannell, 1957). Qualitative interviews are useful

for an exploratory study in which the researcher intends to study and understand the attitudes,

opinions and decisions of the research participants (Cooper & Schindler, 2008). The flow of a

semi-structured interview is flexible, and ‘the researcher will have a list of themes and

questions to be covered, although these may vary from interview to interview’ (Saunders et

al., 2009, p. 320). Because the purpose of this study is to study how Chinese e-commerce

entrepreneurs use social networks for their entrepreneurial endeavours, the use of qualitative

semi-structured interviews allowed me to probe the answers of my interviewees, to encourage

them to explain their responses and to ask them additional questions when necessary. The

opportunity to probe the interviewees meanings can enhance the ‘significance and depth of

the data you obtain’ (Saunders et al., 2009, p. 324). Saunders et al. (2009, p. 324) also noted

that interviews can lead the discussion into areas that the researchers ‘had not previously

considered’ and are significant for developing their understanding in the research questions

under study. With the use of interviews, I could obtain a rich and detailed dataset.

My research targets are e-commerce entrepreneurs who may be similar to the managers

described by Saunders et al. (2009, p. 324), who are reluctant to complete a questionnaire

that consists of a number of questions because they are not willing to provide written

explanatory answers, instead, they ‘are more likely to be interviewed’, if ‘the interview topic

is seen to be interesting and relevant to their current work’ because it can provide them with

‘an opportunity to reflect on events without needing to write anything down’. I have

established personal contacts and trust relationships with e-business owners in Anhui

province (see Section 4.2 for the reasons for my choice of location), so collecting data via

interviews is much more appropriate than via a questionnaire. In addition, Esterby-Smith et al.
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(2008) noted three conditions under which semi-structured interviews are suitable: if answers

are required for a number of questions, if the questions are complex or open-ended, and if the

order of the questions can vary. All three of these conditions are applicable to this study. (For

the detailed questions, see the Interview Guide in Appendix 1.)

4.2 Choice of Location: Anhui Province (安徽省)

E-commerce in China developed in the coastal area (east) and then extended to the inland

area (west). In Figure 2, the region marked in red indicates developed regions in coastal areas

such as Hebei, Guangdong, Fujian, Zhejiang, Jiangsu and Taiwan, and cities such as

Shanghai, Beijing, Tianjin and Guangzhou. The region in green is the developing region,

including provinces in north, central and south China such as Hubei, Hunan, Jiangxi, Shanxi,

Sichuan and Anhui. Anhui is in central China (i.e., in the developing region). The gross

regional domestic product (地区生产总值) of Anhui province ranked 14th, 13th and 13th

amongst all 31 provinces and municipalities in 2015, 2016 and 2017, respectively1. Anhui is

thus a representative province in central China (developing region) that is neither in the well-

known coastal areas nor in the special boundary areas (e.g., Xinjiang and Tibet).

Figure 2: Regional division of China’s e-commerce.

1 National Bureau of Statistics of China
http://data.stats.gov.cn/easyquery.htm?cn=E0103

http://data.stats.gov.cn/easyquery.htm?cn=E0103
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Most studies that have investigated the roles of social networks in entrepreneurship in China

have been carried out in the developed region. For example, Ding (2013) chose the most

developed city (Shanghai) to study social networks and entrepreneurship in China. Similarly,

Lee and Anderson (2007) chose Beijing, Shanghai and Guangdong, all in the developed

region, Qian (2012) selected locations in developed regions such as Beijing, Shanghai and

Shenzhen, and Troilo and Zhang (2012) also chose cities in developed regions such as

Fuzhou and Shanghai. Further examples include studies by Batjargal (2007) and by Batjargal

and Liu (2004), which analysed the role of social capital in entrepreneurship in Beijing,

Shanghai and Shenzhen, and a qualitative study by Siu and Bao (2008), which analysed the

role of social networks in entrepreneurship among high-tech firms in Beijing and Shenzhen.

In the developing region, however, few studies have been conducted on social networks and

entrepreneurship. The situation is especially true in the case of Anhui province, where few

related studies have been conducted. Due to the possibility of regional differences in the use

of social networks for starting a new business, Troilo and Zhang (2012) chose cities in the

developing region (namely, Wuhan, Xi’an and Shenyang) to analyse the role of social
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networks in entrepreneurship in China. It is difficult, however, to find studies that were

carried out to analyse the role of social networks in entrepreneurship in Anhui province, let

alone studies that investigate the roles of social networks in e-commerce entrepreneurship.

When it comes to e-commerce entrepreneurship in Anhui, most studies focus on policy

environment, the development of logistics and payment systems2 written in Chinese. An

investigation of e-commerce entrepreneurship in Anhui can help enrich studies of

entrepreneurship in China’s developing regions.

In addition, Anhui province was selected because it is my hometown. Many of my friends

and colleagues have started up new business in the e-commerce industry, which allows me

relatively easy access to potential interview respondents and allows me to collect primary

data from them. Second, by conducting this study, I seek to contribute to both scholarships

concerning social networks in e-commerce and business practices in Anhui province, my

home region.

4.3 Sample and Interview Participants
The target participants of this study were e-commerce business owners who were expected to

have diverse demographic backgrounds from a heterogeneous population. The sample size

was set by consulting the literature regarding the number of interviews in qualitative studies.

Guest et al. (2006) suggested that ‘12 in-depth interviews should be sufficient’, if the

research objective is to ‘understand commonalities within a fairly homogenous group’. In an

empirical study by Qian (2012), 10 micro entrepreneurial firms were interviewed to analyse

the role of social networks in Chinese entrepreneurship. However, Guest et al. (2006) also

suggested that if ‘the sample is drawn from a heterogeneous population or the focus of the

research question is wide ranging’, the sample size should be larger. Creswell (2007)

recommended that the number of interviews should be around 25 to 30 for a general study.

Following Creswell’s recommendation, I set the sample size at 30.

I used my social networks to locate and connect with the potential interviewees. Because I

have worked in the e-commerce industry in Anhui province for around 5 years, I contacted

my colleagues, friends and persons in their networks to connect with the founders of e-

2 Examples include books such as Discussions on the Economic and Social Development of Anhui: An
Ecological Study of E-Commerce in Anhui (in Chinese) (安徽经济社会发展论丛：安徽省电子商务生态研究)
(Liu, 2012)
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commerce enterprises. I had also previously become acquainted with some CEOs and

founders in the e-commerce industry when I took part in activities organised by local e-

commerce associations. With the use of these personal contacts and referrals from friends and

business networks, I was able to recruit all interviewees without difficulties.

Two criteria were used to recruit the participants. First, the e-commerce firms of the business

owners or founders had to be continuously developing at the time of the interviews. In other

words, they were ‘live’ firms. Second, the firms were small, with fewer than 100 employees,

following the employment-based criterion used in the wholesale and retail industry in China

(Liu, 2010).

The sample consisted of 19 women (63%) and 11 men (37%) from 15 sectors. Most were in

the garment business (43%, 13 firms), followed by new media (13%, 4 firms). There was one

firm in each of the remaining 13 sectors: cosmetics, cultural and creative products, graphic

design, dishware, Internet finance, animation services, industrial park of e-commerce, alcohol,

software service, online communities, agriculture and food, logistics service and e-journals.

Approximately 60% of the owners or founders interviewed were between 29 and 50 years of

age, and 40% were younger than 35 years. Almost 60% (56.67%) of their firms were no older

than 6 years, and the remaining firms had been in operation between 7 and 14 years. As for

the highest level of education, 6.7% of the respondents had finished junior high school, 30%

had graduated from junior college, 53.3% had obtained a Bachelor’s degree and 10% had

earned a Master’s degree. The characteristics categorised above show that the respondents’

backgrounds are relatively diverse. (For more detailed information of respondents, see

Appendix 2.)

4.4 Data Collection: Interview Process
The interviews were arranged and conducted in the following manner. First, I invited the

potential interviewees to participate in the study by sending invitations via WeChat or by

telephone. If the potential participant gave a positive response, I sent him or her an e-mail

(with the consent form) to explain the purpose of the interview, along with a list of themes

and questions that might be addressed during the interviews. This advance provision of

questions can help potential interviewees to make some preparations. The interviews were

conducted in Hefei City of Anhui province from 1 to 30 November 30, 2017. I conducted 30
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interviews, 22 face-to-face and 8 by telephone. This combination of face-to-face and

telephone interviews is not uncommon in qualitative studies (Saunders et al. 2009). Each

interview took around 1.5 to 2 hours. The audio recordings of the interviews with the

participants who allowed it were transcribed into text. For the interviews with the participants

who did not allow audio recording, I took notes during the interview and wrote a summary of

the conversation on the same day as the interview. The transcripts and summaries were then

sent to the interviewees for verification, and the interviewees could contact me if they found

mistakes in the texts. The text transcripts and summaries included a total of 230,000 Chinese

words.

4.5 Data Analysis: Thematic Analysis
Thematic analysis is frequently used in qualitative data analysis to pinpoint, examine and

record patterns (themes) within data. Here, themes are patterns identified in data sets to

describe a phenomenon or to answer specific research questions. To create established and

meaningful patterns to answer research questions in this thesis, the process consisted of

coding in six phases: becoming familiar with the data, generating initial codes, searching for

themes among the codes, reviewing themes, defining and naming the themes and producing

the final report (Braun & Clarke, 2006, p. 87). In summary, the aim of thematic analysis is to

identity themes, or patterns in the data, to address the research questions.

Specifically, to examine the three research questions, the interview transcripts were analysed

thematically following the steps described in Figure 4. The aim is to cut across the data and

search for patterns and themes to identify and describe ‘both implicit and explicit ideas

within the data, that is, themes’ (Guest et al., 2012, p. 10). In the first step, I read or re-read

the interview transcripts to familiarise myself with the data. I then organised the data in a

meaningful and systematic manner to address the specific research questions. Hence, in the

second step of generating initial codes, each segment of data relevant to the research

questions was coded. The third step involves the identification of preliminary themes. As

defined by Braun and Clarke (2006), a theme is a pattern that captures something significant

about the research question. In this step, I fitted the codes that were examined in the step

above into a theme. At the end of this step, the codes were organised into broader themes that

indicated something significant about the research questions. In step four, reviewing themes,

I modified the preliminary themes identified in step three. In this step, the themes were
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divided into subthemes. The fifth step is defining and naming the themes, which represents a

final refinement of the themes, with the aim to ‘identify the ‘essence’ of what each theme is

about’, to examine ‘what is the theme saying’, ‘if there are subthemes, how do they interact

and relate to the main theme’ and ‘how do the themes relate to each other’ (Braun & Clarke,

2006, p. 92).

Figure 4: Phases of thematic analysis (Braun & Clarke, 2006, p. 87).
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Chapter 5: Advantages and Disadvantages of Using Various Social

Network Ties

5.1 Introduction
The focus of this chapter is to address the first research question, ‘What are the advantages

and disadvantages of using different social network ties (i.e., family ties, friendship ties,

political ties and business ties) in small businesses in the e-commerce industry in China?’,

through the lens of the utility of network ties. Specifically, the analysis centres around three

aspects of utility: mobilisation of resources, provision of information and advice and

emotional support.

5.2 Family Ties

5.2.1 Resources

Family ties are of utmost importance in providing financial resources to start a business.

Because family ties are based on trust, entrepreneurs can get financial resources directly from

family members at a low cost. The financial capital provided by family members is timely,

flexible and ‘patient’. When they had difficulty obtaining loans from banks, many of the

interviewees had been provided with financial capital from members of their immediate

family and extended family.

‘When I started my business, my aunt helped me a lot. When I ran out of money, she

provided me directly with her bank card and pin code. My mother-in-law also lent

some money to us during the start-up, around 100 thousand RMB.’ (26LH3)

‘The initial investment required 100 thousand RMB. I borrowed money from family

and relatives. I was not able to get loans from any banks, as I was still paying the

mortgage loans of two of my apartments.’ (3DZ)

‘We planned to open a Tmall4 store, but we did not have enough money. It is difficult

to borrow from the bank, as we did not have assets that can serve as mortgage then.

So we borrowed money from our family and relatives.’ (15WY)

3 Code numbers and pseudonyms are used to protect the identities of the interviewees. Please refer to Appendix
2 for details.
4 Tmall, formerly called Tianmao Mall (天猫商城), is a website for business-to-consumer online retailing. It
provides a platform for e-business to sell brand name goods to consumers.
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In addition to providing financial resources, family ties are also important in serving as

human resources for entrepreneurship. Human resources provided by family members are

major work forces to start a business. Because family ties are based on trust, the human

resources provided by family members are loyal and reliable. The roles of the family

members vary; some act as business partners, others provide manual labour. For example,

4HB partnered with his wife and 7NIAN’s husband joined her business after they were

married; 12CMZ partnered with her sisters.

‘One of the partners is my spouse. She previously worked as an accountant, when I

began my entrepreneurship. In 2010, she quit her job to help me, dealing with issues

such as accounting and other daily business operations because I could not do all the

things by myself, and I did not have enough money to hire staff during that period.’

(4HB)

‘I think we (the business owner and his wife) have similar values in life. Not only are

we life partners, we are also business partners. So, in 2015 she quit her job and joined

my team to become my business partner.’ (7NIAN)

‘We three sisters established our business. We were responsible for different things.

My older sister was responsible for the financial issues and human resources; I was

responsible for marketing, distribution and communication, and my younger sister for

the supply chain and warehouse management.’ (12CMZ)

In many e-firms, family members perform manual work such as packaging and delivery and

other tasks such as customer service and warehouse management. The benefits of family

labour include a willingness to perform tedious manual tasks and to work flexible hours.

‘In the beginning, my family members provided a lot of help in the store. My uncle

helped me to organise and manage the daily activities of the warehouse. My parents

helped me with the packaging and delivery of the products. My brother, who is a

university teacher, also worked at my store part-time. During the beginning of the

business, almost all relatives provided me with some help, as the store was in

great demands for labourers and it was difficult to recruit the right persons. For
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example, it is not easy to recruit people to do manual work such as product

packaging and delivery at the warehouse, as it is hard work. Instead, family members

from my hometown can endure hardship and are more willing to help.’ (1CWZ)

‘My cousin is working at our company; he is responsible for customer service. Two of

my husband’s nephews’ wives are in the company. They are also in customer service.

Two of my husband’s cousins are in the company; they are responsible for the

management of the warehouse. We have made this arrangement because there is a

night shift, and it is easier to coordinate with family members. My cousin is

responsible for customer service. I think the benefit to recruit family members is that

it is easy to coordinate with each other. They comply with our work arrangement.’

(11LL)

‘My parents would help me with sewing tags to the garments. The benefit is that there

are no strict requirements for business hours. If we recruit an external person, she

might leave when it is time to be off. However, if the staff are our family members

(e.g., cousins), they leave at the same time as us. We have a small company, and it is

difficult to recruit external staff. My cousins work hard. They take the work seriously

and do the job with their hearts. I do not need to worry about them.’ (21YYY)

However, involving family members in a business has disadvantages. First, because family

ties involve investment in emotion, human resources that are provided from family members

might result in conflicts. 26LH and 19ZXF shared their experiences in which some of their

family members stopped supporting them or caused problems for them during their tough

time starting their e-business.

‘One person that makes me most sad is my younger brother, who received my

financial support during his 4-year university study, and after graduation I still helped

him. In the first 2 months of starting my e-business, he worked for me for just 1 week;

then he left for another job. He said he did not trust the future of e-business. At that

time, I really needed people to help me; but he just quit. I had supported him for his

living costs and university tuition fees for many years; even his college major in

accounting was suggested by me. I originally thought that I had been doing business

all the time, and my younger brother would be my good partner in the future. But
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from this experience, our relationship was hurt greatly. As a start-up, [if] even your

own brother did not trust your business future, that would hurt your team’s confidence,

especially at the very beginning when all things were tough. I felt hurt and angry.’

(26LH)

‘My husband’s younger brother and younger sister once worked for me at the very

beginning of my start-up. Of course, they were helpful at that time and I thought it

saved time to find employees from the family. But then my husband would always ask

me to raise their salaries. I had given them 4,000 to 5,000 RMB per month, which was

enough, compared with other employees at the same level. My husband and I

quarrelled many times about his brother’s and sister’s salaries. I really didn’t want to

recruit any relatives from then on. That brought me too many troubles.’ (19ZXF)

Second, family members might not provide high-quality professional human resources.

1CWZ reflected on his firm’s financial loss in 2012 and attributed it to the failure to hire

professional and knowledgeable staff.

‘I was thinking about why I lost money in 2012, and there were several reasons. I

realised that with family members in the company, the management of my firm was

not professional. I had not recruited people who could identify problems in cash flow

and people who could manage deals and products well. The situation would have been

better if I had professional staff.’ (1CWZ)

Third, during the growth period, when family members were in control of important positions

in the company, employees outside the family saw poor prospects for promotion and left,

which led to a great loss in human resources. Family members can affect a company’s

fairness and professional business operation.

‘The company will face many problems during its growth stage if it recruits family

members, because when some of the most important positions are occupied by

relatives, the promotion opportunities of other employees are limited. This means that

when the company is developed to some stage, key staff members might leave the

company if it is controlled by family members.’ (5JZ)
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5.2.2 Emotional Support

Family ties are important in providing emotional support to entrepreneurs. Entrepreneurs find

it much easier to start a business or to be successful if they receive emotional support from

their family members, such as understanding, encouragement and acceptance of their

business decision. Our e-firm entrepreneurs experienced ups and downs in business as their

firms grew, so they needed family support for stable business operation.

‘It is more likely for an entrepreneur to fail if there is a lack of support from his lover

(meaning spouse) and family members. If they do not support your business, you

would face difficulties such as differences in opinions. This means that you could not

communicate well with each other and could not understand each other’s needs,

especially when you have some differences in personal values. If you do not support

each other, or if the support from your family is not enough, for example, they do not

agree with your decision to start a business, you would face great pressure that could

lead you to give up the business. We are all ordinary people who are not strong

enough, which means that support from the people around us is important.’ (1CWZ)

‘My parents, especially my father, support my decision. My father is open-minded,

and he encouraged me to try something new. I began to do my business under his

encouragement. My mother is also open-minded, and she would not overly interfere

with my life. She even helped take care of my children when I was running my

business. My husband also supported my business career. I like working. My husband

understands me, and he supports me.’ (17WHGS)

‘My parents supported my decision to start a business, so did my mother-in-law. My

friend persuaded her that I was born to be an entrepreneur. My mother-in-law was

pleased with my decision, and she even supported me by helping me take care of my

child for a year or two. I think that it would be hard if an entrepreneur could not get

support from her family members.’ (18WQ)

In addition, more female entrepreneurs than their male counterparts expressed a need for

more emotional support from family members. 12CMZ, who was in the garment business,

explained that family ties are more important for female entrepreneurs because of their family

responsibilities. 18WQ, who was in the animation field, revealed that female entrepreneurs
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face more pressure from family members, so emotional support from family is important.

‘It is difficult for females to run a business. We usually do not have any time to take

care of our family. When we are single, it is fine. However, if we become a wife, we

need to take care of our children and family. For example, sometimes when we go on

a business trip, we might be away from home for several days. We miss our children.

Without the support from my husband and other family members (parents), the

establishment of the business is indeed quite hard. I hope that when the business is on

the right track, it will run normally even if I stay at home to accompany my children.

Female entrepreneurs need to consider many things when compared with men, for

example, the balance between family and work and the education of their children.

The ultimate goal of my business is to improve the quality of life of my family.’

(12CMZ)

‘As a woman, we need to spend time with our children. This means that we face more

pressures.’ (18WQ)

5.2.3 Information and Advice

In addition to resources and emotional support, family members can provide important

business advice. For example, 26LH said that his wife advised him to develop a business in

the e-commerce field; and when 28MM experienced failure in business, her husband came to

help her and provided her with some advice.

‘Without the help of my wife, I would not have realised that opening online stores can

make money. As she saw rapid development of online platforms and web applications,

my wife found business opportunities in the e-commerce industry and suggested that I

should try to develop my business in this field.’ (26LH)

‘(When the business experienced some difficulties, where there was a lack of

customers) my husband suggested that I should communicate with my business

partner and change the focus of our business to a magazine.’ (28MM)

However, using family ties to get advice can also have disadvantages, because the advice
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provided by family members can be biased. The family members might lack knowledge in

the current market, and they might give advice that is not beneficial for further business

development. For example, when 1CWZ attempted to buy a brand name for his web shop

from someone he searched online, his family members opposed the idea. However, he

thought that his family members had little knowledge about the business environment and

regarded their suggestion as useless.

‘I want to register my company as DZL. However, it was rejected for the reason that it

was similar to another registered brand name, DL, so I could not register. Hence, I

searched online to see who had registered DL and tried to contact him. I went to Yiwu

five times to talk to him. He was impressed by my persistence and agreed to sell the

brand name to me for 60 thousand RMB. This equals more than 3 months of my

revenues. All my family members were against this decision. They thought that I was

crazy to purchase a brand name for 60 thousand RMB. In their opinion, this is useless.

They have no idea about the importance of a brand name then. But I insisted on

buying this brand name.’ (1CWZ)

5.3 Friendship Ties

5.3.1 Resources

Friends are another important source from which to acquire financial resources, in addition to

family ties. Friends can either lend entrepreneurs money or introduce them to others for

capital investment. Friends can make it easy to collect funds.

‘I wanted to have my own business, just like the female entrepreneurs around me. But

I had no money, as always. In 2011, I borrowed 200,000 RMB from a friend. It was

not possible to borrow money from banks. I did not even have a credit card then.’

(7NIAN)

‘We found an investor who was referred to us by our personal connection, Li. ……

We had a good relationship with him, and Li said his company was invested by a Mr

Wu, so we met with Mr Wu and successfully raised capital from him.’ (8TYY)

‘My husband and H were very good friends before I met my husband. I benefit a lot
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from Z (wife of H) …… The capital of my company was also provided by Z. In fact,

it was through Z that I got to know Taobao and e-business. Z and her husband

registered a new firm and then transferred it to us. They even provided us with some

operational instructions. Without their help, we could not have our own company, or

as least, it would have been much harder than we had thought……. In fact, I worked

in Z’s firm to learn how to operate online stores so that we could start our own

business. The capital that we needed to enter Tmall was borrowed from H.’ (11LL)

Rapidly growing firms might be in urgent need of financial capital, and friends can help

provide it. For example, 18WQ said that they had received private investment from friends,

and 30ZBB said that she had borrowed money from her husband’s friends.

‘When I faced financial difficulties, I received some investment. It was offered by my

friend, on behalf of himself instead of the institution. You might see that there are

only one or two investors recorded in the document of the company. But there are

many other investors who made investments individually, and we have some private

agreement with them. These investors are friends who we accumulated during the

business process.’ (18WQ)

‘My husband has some friends in business. When our business developed rapidly, we

needed money to pay the suppliers, so we borrowed money from some of these

friends of my husband’s. Some of them helped us because my husband had lent them

money in the past; but some of them refused.’ (30ZBB)

However, although friends can be an important source of financial capital, friendship

involves investment in emotions, and conflicts between friends might lead to the loss of

financial resources. For example, 25GHT shared his failed experience of cooperating with his

friends. After having conflicts with his friends, 25GHT experienced the loss of financial

capital and the failure of the project.

‘We three friends invested in my first e-business shop. I was responsible for the main

operation. But after just 6 months of operation, the other two friends did not agree

with me in terms of development strategies. They did not want to scale up and did

not want to invest more. We always quarrelled bitterly, which not only hurt our
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friendship of many years but also led to the failure of the project.’ (25GHT)

In addition to the provision of financial resources, friends are likely to provide important

human resources to entrepreneurship. Several respondents formed business partnerships with

friends and university classmates.

‘I had a classmate at university Y, who is now a partner of the store. We are good

brothers and I trust him. He has provided me with great help.’ (1CWZ)

‘We need help from friends in entrepreneurship, be it big or small. Several friends of

ours were working together to do the business.’ (13WJ)

‘I studied in Japan. One of my partners in the company was my classmate at

university in Japan.’ (18WQ)

In addition to forming business partnerships, other human resources can be provided by

friends at a low cost. Friends can render help by performing certain tasks that are essential for

their businesses, such as writing articles, taking photos or helping to network them with

people who would be helpful for the business.

‘The cost to operate the business is low. The writers of the company are my old

friends. They demand a low salary, because they are my old friends or classmates. The

photographer is also my friend, and you can see how professional he is. The photos in

the (on-line) magazine are provided by people in my friends’ circle. They cost me

very little.’ (28MM)

‘In 2011, we invited a superstar in sport to take photos for us. She did not charge us

any money, because she was the girlfriend of my husband’s friend.’ (30ZBB)

‘I remembered clearly in 2013 (around 3 years after start-up), when we joined an

activity of Taobao called Ju Hua Suan (‘聚划算’, an activity on Taobao for

group purchase). We wanted to take high-quality pictures to attract customers, but

we were not satisfied with the pictures that were taken. Z helped us. She took four
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pictures herself and asked her design department to help me in Photoshop. Finally,

those garments became the best sellers, and 10,000 pieces sold quickly. I very much

appreciate the help that Z has provided to us.’ (11LL)

Furthermore, friends can also help introduce important customer resources to

entrepreneurship. For example, 5JZ said that one of the biggest projects he received came

from a friend, who was also his previous employer, and 18WQ, who produced animation

after returning from Japan, said that her customers in China were mostly introduced by her

friends.

‘Then my company entered a fast growth stage. A friend, who was also my previous

employer, had provided us with great support. He booked us for a big project that

amounted to 400,000 RMB. We needed to design seven to ten products. For almost a

year, we did not have to look for other projects.’ (5JZ)

‘In China, we mainly cooperate with other companies to do some technical work. The

projects in China are mostly introduced by my friends.’ (18WQ)

‘I was working with a team in a company in 2013. At the end of 2013, my friend

introduced an important customer to me, and then I began my private business in

doing image promotion and packaging for real estate in my spare time. My team

members did not know about this. This experience helped me accumulate contacts in

the field. … In 2015, when the boss of the company decided to quit the business, I

took it over with the team. This was when I started my business.’ (3DZ)

5.3.2 Information and Advice

Friends are also important in providing business advice. Several respondents recalled that if it

had not been for the advice and encouragement of their friends, they would not have started

their e-business.

‘(Before starting this business) I had attempted different jobs, such as sales. I began

to enter the e-commerce field on the advice of one of my friends. He said that e-

commerce was the future trend. L [11LL] provided me an e-commerce platform,
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where I started to do the basic jobs first.’ (15WY)

‘I heard from my colleague that he had a web store selling car accessories. After he

bought a new car, he was interested in buying accessories. He also sold these

accessories online, and I heard that his business was doing well, so I asked him if I

could sell fitness suits online, as I am a dance teacher. He said ‘of course, you can try

it!’. That is why I opened my Taobao store.’ (19ZXF)

Friends can also provide information about the market. Because friends are likely to work in

various fields, they can provide more diverse information than family members. 17WHGS

had a friend who worked in Chizhou city as an e-business owner for live broadcasting and

had been successful. This contact provided her with information on the market.

‘I have a friend in Chizhou who has a business of live broadcasting, with around

several hundred anchors. His business is successful. One year, we visited him and got

to know the market. The following year (2016), we began to enter the live

broadcasting industry.’ (17WHGS)

Friends can provide business information for entrepreneurs when new business opportunities

arise. For example, when 1CWZ decided to introduce a new kind of garment (Tang-style

garments) in his e-store, his friends provided him information about where and how to learn

the skills.

‘When I decided to sell Tang-style garments, I did not have enough knowledge about

the skills. For example, I did not know how to manufacture pan kou (‘盘扣’, which is

a button for traditional Chinese garments). Thanks to my friends that I got to know

during my previous entrepreneurship, I got the information on how I could find the

right person and where I could learn the best skills. They told me industry secrets that

helped us take short-cuts and save time. With their help, our designers went to a Tang-

style garment store in Shenzhen to learn the skills for half a month and began to

master some skills.’ (1CWZ)
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5.4 Political Ties
The evidence from this study shows that overall, political ties are not important for

entrepreneurship in e-commerce in China. It is worth pointing out that when I posed the

question, ‘Do you think political ties are important to your business during the firm’s growth

stage?’, the respondents’ feedback generally reflected a common view that their business

success did not depend on cultivating political ties with the government. Some e-firm owners

indeed expressed a sense of freedom and mental relaxation now that political ties were no

longer important for their business operation and development.

‘…If you say ties with the government, that is really not very important. Of course, if

you already have political ties, that may be better. But if you don’t, that will be fine.

There is not much grey area in e-commerce compared with the real estate sector, so it

is not necessary to care much about political ties. Rather, networks with business

associates such as suppliers, factories and other business co-operators are very

important.’ (26LH)

‘At least for our e-commerce sector, it is not very important. Since I transformed from

a physical business, the most mentally relaxing thing for me is that I no longer need

to maintain ties with the government. In the past, we had to maintain ties with some

bureaus when we did physical business. To some extent, now I feel more relaxed,

although the market competition is fierce. We just care about things relevant to

products.’ (12CMZ)

‘It (political tie) is not very important. If you always put your focus on dealing with

political ties, that may have a negative influence on your enterprise. Actually, I often

attend some entrepreneurs’ meetings or activities held by the government. To some

extent, some activities are helpful to my business because entrepreneurs from

different sectors have chances to communicate. But if I do not want to attend, I can

refuse directly. I feel free because my firm does not need those resources possessed

by the government. I did not apply for even one yuan RMB of financial support from

the government. So, you know, na ren shou duan, chi ren zui ruan (拿人手短，吃人

嘴软, which can be transliterated as ‘the hand that takes the possessions of others is

shortened; the mouth that eats the food of others is softened’)… I don’t like it.
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Operating my business well is the main point for me.’ (30ZBB)

In another example, 26LH said that they are frequently invited to attend meetings arranged by

the local authorities; they like spend some time attending these activities and developing

political ties if it does not cost them a lot. However, in some cases, when the authorities

require them to join a business association and pay a large annual fee, they refuse to do so

because they do not think it necessary to spend a lot of money on developing this political tie,

which might not bring them more benefits than the money they pay. Hence, e-business

owners are usually required to evaluate whether it is necessary to develop and maintain

certain types of political ties.

‘It is not important to develop and maintain political ties on purpose. For example, we

are frequently invited to attend meetings arranged by the local government. Although

sometimes we will do a favour to attend these meetings, it depends on whether our

staff has available time. In fact, in some cases, we might refuse to attend these

government activities. I remembered that, there was once a time when our staff

refused to attend a meeting of an e-commerce association, just because the

government required us to pay an annual fee of several thousands.’ (26LH)

Nonetheless, some e-firm owners have had to cultivate political ties with local authorities and

bureaus when they faced problems. For example, they might make use of political ties when

dealing with tax issues or solving other business problems during the firm’s growth stage.

Although e-firms are not frequently required to use political ties to solve problems, political

ties can greatly help them to save time in some occasional cases. For example, 4HB said that

they rarely need political ties, but when they really need to solve some problems, their lack of

political ties means that they are required to spend more time and effort on the issue. Hence,

the cultivation of political ties by e-firms might depend on the extent to which they might

need certain types of political ties to solve problems in the future. As noted by 6LXY, if e-

firm owners found that the time and other costs of developing political ties are not more than

its benefits, e-firms might refuse to spend much time on the development and maintenance of

political ties.

‘As an e-firm, we rarely require political ties with the local governments. However,

we sometimes come across problems that are difficult to deal with. The government
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process is quite complicated, and it sometimes takes more than half a month to

complete the application process, where our staffs are required to visit the

government at least 7-8 times. It is troublesome, but having political ties can greatly

simplify the process.’ (4HB)

‘Sometimes political ties can be beneficial. But it might not possible to evaluate

how much (or whether there are any) benefits it might bring. Hence, we might refuse

to spend much time on political ties, if its development and maintenance might

generate high costs.’ (6LXY)

5.5 Business Ties
Business ties have advantages in providing information, advice and resources to

entrepreneurs. Here, business ties refer to ties that entrepreneurs develop with customers,

suppliers, agents and business partners. Specifically, customers are people (or entities) who

purchase products or services from entrepreneurs; suppliers are people (or entities) who

supply products to entrepreneurs; and agents are people (entities) who purchase products

from the entrepreneurs for re-selling. This means that agents can also be e-business owners

who purchase products from other e-business owners for reselling. In addition, business ties

also include network ties with partners, who are usually family members (e.g., spouse) or

close friends of the e-business owners, but other business ties are usually weaker than

partnerships.

First, business ties are important for providing resources. For example, e-business owners can

get initial financial resources from their agents, who will give them pre-paid deposits. Hence,

rather than simply relying on family or friendship ties to get a limited amount of financial

capital, e-business owners can get more financial resources if they have developed business

ties with agents. For example, 4HB said that they collected their initial financial capital from

agents when they could not get funding from investors or banks. Hence, business ties provide

an alternative way to collect money.

‘The accumulation of our initial capital was from agents of Taobao. They provided us

with pre-paid deposits so that we could accumulate financial resources. We could not

obtain any investment from investors or loans from banks, as they thought that doing
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business on Taobao was not doing decent work. This was in 2008 and 2009, when

Taobao was at its initial development stage. They would ask you why you did not find

a job, why you did business on Taobao, and what prospect Taobao had.’ (4HB)

In addition to providing financial resources, business ties are important for other resources,

such as human resources. For instance, 6LXY said that they find new writers from their

customers (or fans) on WeChat Official Accounts (微信公众号). Although these business ties

are weak, they help the company establish contact with a diverse group of people from whom

they are more likely to find the right human resources. Another example is from 4HB, who

said that they find good photographers by relying on their business network ties with models.

They found that although these network ties are weak, without them, entrepreneurs are less

likely to find good photographers, which is a human resource that requires high quality.

‘It is convenient for me to post recruitment information on my own articles. There was

one time when, after posting recruitment information, many readers sent messages to

us recommending friends suitable for the position. Because the persons who follow

my Official Account tend to like my style or agree with the values of our articles. It is

not too hard to find suitable potential part-time writers at the beginning.’ (6LXY)

‘At first, we found a photographer directly on Taobao, who then recommended some

models because photographers know many models. However, we found that the

photographer was not skilled. The photos that he displayed on Taobao were good, but

the photos that he took for us were of a low quality. Later, we attempted to find

models directly, and the models introduced us to some photographers. The

photographers that the model introduced were good because models know who can

take good photos and who cannot, as they work with many photographers. It is

important to have a good photographer for e-business. We once had a best-selling

garment with a sales volume of over 100,000. Other web stores hired the same model

as we did, but because the photographers they hired directly through Taobao were not

good and the photos they took were of poor quality, their sales volumes were low.’

(4HB)

Similar to human resources, business ties are also important in providing other resources such
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as low-cost products. For example, 2DYS said that when she became an e-business owner in

2014, the products that she bought cost nearly the same as the retail price. However, through

a store owner who she got to know online, she was able to establish direct connect with

manufacturers to get access to low-cost products.

‘At first, I could not find the right suppliers. The products that I purchased were very

expensive, and the price was almost the same as the retail price. However, by

coincidence, I got to know another store owner on WeChat by searching for People

Nearby near the airport, and I purchased products from him. He is a middleman and

is very nice. I became successful, but he did not and gave up. So, he introduced the

manufacturers to me, so I did not need to pay the additional price charged by

middleman. Hence, I can make more profits.’ (2DYS)

Second, business ties can also provide valuable advice to entrepreneurs. For example, 30ZBB

said that e-business owners can obtain useful advice from their online customers on how to

design web stores and how to make them more attractive.

‘There is an increasing number of customers. I remember that some of my loyal

customers work in advertising companies. They like my web store. They talk with me

about how to design web stores and how to make it more attractive. They are

professional and provide me with many suggestions and much help. I think there are

‘crouching tigers and hidden dragons’ among my customers.’ (30ZBB)

Third, business ties can also provide emotional support to entrepreneurs, as people who do

business in the same field might understand each other better. Family members and friends

might work in different fields and have a different understanding of certain business issues,

but people connected by business ties might have some common ground. For example, 2DYS

said that agents can provide more understanding towards e-business owners than family

members; and 30ZBB said that e-business owners can receive emotional support from

customers who understand them.

‘My agents always encouraged me. Sometimes it is difficult to discuss your

feelings with family members, because they might not understand you. However, as

we are working in the same business, my agents usually can understand what I feel.’
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(2DY)

‘When I sold products online, I received a low mark on a review of my products from

a customer. She said the material of the clothes that I sold was fake, but it was proven

to be real under the quality check. I wrote this story in my Weibo (customers follow

e-business owners on Weibo), and many of my customers encouraged me; that makes

me more confident.’ (30ZBB)

5.6 Concluding Remarks
Various kinds of network ties, with the exception of political ties, are important for yielding

resources, information and advice and emotional support for small businesses in the e-

commerce industry in China. Table 5.1 presents a summary of the resources from various

network ties. Family ties, as strong ties, are important in providing financial resources and

emotional support. It is however noted that despite their importance, these network ties,

especially family ties, have disadvantages.

In terms of resources, family ties provide direct and low-cost financial resources and reliable

human resources (partners and manual workers), but the resources provided by family

members might not be of high-quality, and incompetent family members might be in control

of business. Friends are also important for providing financial and human resources, but they

might withdraw their financial support or partnership during the firm’s later growth stage.

Business ties can help owners acquire initial financial support, human resources and low-cost

products.

Regarding emotional support, family members are important for providing understanding and

encouragement, and business ties also provide emotional support. However, one disadvantage

of strong ties is that cost of maintaining them, which involves emotional investments. Hence,

family ties can cause conflicts between family members.

Finally, in terms of advice and information, friendship ties and business ties are instrumental

in providing useful market information and introduction of customers; in contrast, family ties

might provide advice and information that is biased.
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Table 5.1: Summary of social resources from family ties, friendship ties and business ties

Resources (1) Family Ties:

Advantages:

- Direct and low-cost financial resources

- Human Resources (Partners & Manual Workers)

Disadvantages:

- Lack of high-quality human resources

- Incompetent human resources in control of business

(2) Friendship Ties:

Advantages:

- Financial resources

- Human resources

- Customer resources (referrals of new customers)

Disadvantages:

- Conflicts with friends (withdraw financial support or

partnership)

(3) Business ties

Advantages:

- Initial financial resources

- Human resources

- Low-cost products

Advice and

Information

(1) Family Ties:

Advantages:

- Advice

Disadvantages:

- Advice (biased)

(2) Friendship Ties:

Advantages:

- Advice and information (e.g. market information)

(3) Business Ties:

Advantages:

- Diverse advice and information
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Emotional Support (1) Family Ties

Advantages:

- Emotional support (e.g. understanding and encouragement)

Disadvantages:

- Conflicts

- Maintaining close relationship has costs

(2) Business Ties:

Advantages:

- Emotional support from people in the same business field
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Chapter 6: Changes in the Roles of Network Ties at Different Phases

6.1 Introduction
After the firm creation stage, continuity and change are expected in the roles played by

network ties. Here, the firm creation stage refers to the period in which the founders engage

in ‘pre-launch idea generation, opportunity identification, resource acquisition, and the actual

launch of a new venture’ (Guo & Miller, 2010, p. 272). In this study, the firm creation stage

was considered to span from the pre-launch period (which ranged from one to three months)

to six months after business launch. After launching, all of the e-businesses in this study

proceeded to a growth stage in which their products and services were accepted in the

marketplace and began to generate market share. As of October 2018, all but one (13WJ)

were in business, with revenues ranging from 1 to 150 million RMB and an average of 48

employees.

In this chapter I address the second research question, ‘How do the roles of network ties in

private e-commerce entrepreneurship change as enterprises grow?’ First, the roles of network

ties at the firm creation stage, discussed in the previous chapter in the context of the

advantages and disadvantages of utilising different network ties, are recapitulated. I then

discuss changes in the roles of family, friendship, business and political ties in

entrepreneurship during the growth stage.

6.2 The Roles of Network Ties at the Firm Creation Stage: A

Recapitulation
Family ties are especially important during the firm creation stage in providing financial and

human resources, and are also quite important in providing emotional support during this

stage, especially for female entrepreneurs.

Friends are also important for the creation of a new firm. In addition to financial and human

resources, friends can provide customers, serve as good referees of suppliers to the owners,

and provide useful advice and market information.

During the firm creation stage, political ties are not important. Unlike in physical commerce,

where there is a need for social connections in the development of a business, e-commerce

entrepreneurs do not need to rely on political ties to start their businesses, and the absence of
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such ties is not an obstacle to developing the business.

E-business owners rely on business ties at the firm creation stage to access various resources,

such as initial financial support, low-cost products, human resources, information and

emotional support.

6.3 How the Roles of Network Ties in Entrepreneurship Change as Firms

Grow

6.3.1 Family Ties

During the growth period, the roles of family members exhibit changes and continuities when

compared with the firm creation period, in terms of human resources provision, advice,

financial support and emotional support. Each of these are addressed separately below.

During the firm growth stage, e-firms can be in urgent need of human resources. Labour

shortage problems can be more easily resolved using family labour. For example, when

1CWZ joined Tmall to operate a store selling garments, he did not have his own garment

factory and therefore ordered goods from suppliers. He suffered from two problems: on the

one hand, an overstock of unpopular items; on the other hand, an understock of popular ones.

One ‘best-seller’ sold several thousand pieces for 29 RMB each. However, when he requested

to renew the order with the supplier, the item was out of stock. For this reason, he was

determined to set up his own garment factory, and his family members provided great

assistance during this process.

‘I asked my cousins who worked as sewers to come back and work for me. Then I

bought four sewing machines and set up a mini garment factory at home.’ (1CWZ)

Family labour was commonly utilised to solve labour shortage problems in general, and

during peak seasons in particular. Many cited the case of China’s Single’s Day E-shopping

Festival (November 11) as a time when family labour was indispensable.

‘At the end of the first year when I opened the store, sales grew rapidly to around two

to three thousand per day, so I invited some of my family members to help me.

During the E-shopping Festival of Taobao and Tmall, my parents come to help us.’
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'(21YYY)

‘Later on, my business developed fast. I was too busy to handle everything, as I still

had a daytime job. So my husband came to help me with customer service and

product packaging. The need for human resources is especially severe for e-commerce

businesses. When the company develops to a certain point, we are in urgent need of a

lot of human resources. Hence, it is important for the boss to quickly find suitable

people to fill the positions. Family members can provide such resources. Some of my

husband’s relatives indeed helped a lot. My husband and I were too tired after the

rapid growth in sales. His relatives are hardworking, as they are peasants. They helped

a lot in packing the products in the warehouse. They did not mind working late at

night. If we recruit other people, they will care too much about overtime payments,

which would be hard for us. During some periods, such as the 11.11 E-shopping

Festival, we need to work all night long. Without the help of these relatives, we would

not have survived.’ (30ZBB)

However, family members cannot always provide the high-quality professional human

resources that are required for firm growth. During the firm growth stage, the key

consideration for employee recruitment is the candidates’ abilities. The owners considered

that that although family members provided essential help at the beginning of the business,

the long-term operation of the stores required high-quality professional human resources that

had to be recruited externally.

‘My family members have indeed provided great help at the beginning of the store,

but I need external people. The company needs staff with good education and

knowledge.’ (1CWZ)

‘Relatives are hardworking, and they contributed a lot during the firm creation stage.

But what they can do for the business would decrease after the growth of the firm.

Many of these relatives are not well educated. So they would only occupy low

positions, such as those in the warehouse. We treat relatives the same as other staff;

we will also fire relatives if they do a bad job. They do not have special power, and

we ask them to work even harder than other staff in the company.’ (30ZBB)
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Hence, e-firm entrepreneurs believed that during the firm growth stage, the recruitment of

employees should depend on abilities rather than family ties. Family members should be

treated equally and would be let go if they were not capable enough.

‘As our company grew, we introduced policies and regulations for staff recruitment,

in which family and relatives and other staff are treated equally. We keep those family

members who do a good job but fire those who do not attempt to make progress. A

process of elimination is applicable to all staff, including family members.’ (4HB)

‘If my family members come to work for me now in the growth stage, I require that

they perform better than other staff. Otherwise, they might also be fired. I think no

matter whether you are family or not, you should do a good job. We welcome family

members … but they should work in the same way as others; they should not receive

special treatment.’ (26LH)

‘Now in the firm growth stage, I recruit family members depending on their capability.

We determine their position in the company according to their ability. It depends on

what they can contribute to the firm. If not, I can only arrange for them to work at the

warehouse for product packaging. If they have ideas and passion, I would assign them

to appropriate positions, such as marketing. I think it makes no difference whether

recruiting family members or others when the company has a business operation

system that is effective.’ (16YJL)

The role of family members in providing financial support also changes during the growth

period. Once a firm moves beyond the firm creation stage and into the firm growth stage, the

limited financial resources that can be provided by family members is insufficient for

business expansion. As firms grow, larger sums are required that go beyond what the family

can provide. For example, ICWZ, a garment e-store owner, reported that during the 2011–

2012 period a large number of physical enterprises began to enter the e-commerce field by

starting to run e-stores on Taobao. He faced fierce competition from these large companies,

compared to which he had few resources. Cut-throat competition arose among the e-stores in

Taobao: for the same garment, the price set by other shops was 50% lower than his, which

was too low to cover the costs. When he attempted to borrow money from his family

members, he found it to be difficult.
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‘In 2012, the revenue (营业额) of my company reached 80 million RMB. Also that

year, I lost all of the money. I even had 4 million in unpaid debts to suppliers and

factories. During that period, all I had was a warehouse with garments and debts, and

nothing else. I did not know what I should do. Many people came to the company to

ask for money, and I dared not go home. I went back to the village; but my family

members and relatives were not able to lend me such a large amount of money. I am

not from a rich family (not ‘second-generation rich’) – my family members are

peasants, and they had no more money to lend me.’ (1CWZ)

Similarly, 26LH, who was also in the garment business, said that the requirement for

financial capital increased at the growth stage of the business, which meant that borrowing

only from family members could not meet his business needs.

‘In the second year of our business, we have improved our sales volume. This means

that we need more money to develop the business. However, my parents are peasants

– they do not have much money. My aunt has bought a new house, with no spare

money. So, I borrowed some of the money from my friends.’ (26LH)

6.3.2 Political Ties

During the growth stage of business, some e-commerce enterprises need to maintain good

political ties with local authorities to help solve some of the issues they face. For example,

political ties can help e-commerce entrepreneurs handle tax issues, which 1CWZ explained

was related to the status of e-business as a new and emerging industry, for which there were a

lack of relevant laws and regulations. He had experienced some problems with tax payments

and inspections. After he received a series of achievement awards from various organisations

in 2012, he revealed his annual revenue during a televised interview; the local tax authorities

then demanded that he pay overdue tax. However, due to a lack of relevant laws and

regulations, the tax issue was left unresolved and he did not pay the tax. Nonetheless, he felt

that he needed to solve this problem, so he tried to form some useful connections in the

government and presented gifts to local tax authorities. The matter was then settled.

‘As you know, in 2012, I had an experience with tax inspection. Because I was in e-
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commerce, they (the local tax authority) had some concerns. It’s not that they had

made things difficult for me on purpose. I followed the regulations and went to pay

the overdue tax at the local authority. I said that I was in e-commerce, and I needed to

enquire about tax policies and regulations. However, their staff told me that there

were still no formal regulations (which were forthcoming). Then, I thought, if there

were no formal regulations, why should I be inspected? If I posted this thing online, it

would have a negative influence on the local entrepreneurial environment. Similar

things happened in other provinces. This is especially true during a period when the

local governments were supportive of e-commerce entrepreneurship, as it was

associated with administrative achievements of local authorities. Due to the facts that

society is supportive of entrepreneurs and news is rapidly disseminated on the Internet,

this tax inspection was left unresolved due to the lack of policy and regulations and

inconclusive evidence. But I still used political ties to solve the issue, and I gave some

gifts to the local authority.’ (1CWZ)

Taxation of online businesses has still not matured in China, leaving a role for political ties.

For new initiatives, political ties with authorities are of particular importance because of the

discretion that authorities have to declare what is legal in the face of underdeveloped

regulations. This explains the usefulness of political ties in solving e-business tax payment

problems. Many e-business owners use political ties to solve tax-related problems.

‘However, the tax payment system for e-businesses is not mature in China, which

means that ties with the government can play some role. In fact, e-commerce in China

is in rapid development, and is encouraged by the Chinese government. Therefore,

they do not have strict tax requirements for these companies. We do hope that the tax

payment system for e-commerce business can be clearer in the future.’ (10LZ)

In addition to developing political ties with the taxation authority, business owners also need

to establish some political ties with the industrial and commercial bureau as the firm grows.

For example, business owners without political ties with the bureau might spend 10 to 15

days paying visits to the authorities if they are subject to a dajia (打假, reporting on fake

products) complaint, even if they do not sell fake products. In other words, political ties can

help them to solve the problem much sooner.
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‘We need to have frequent contacts with the industrial and commercial bureau. There

is now an occupation called ‘dajia’. Although your products are not fake, they look

for breaches in the descriptions of your products online, such as the improper use of

extreme words like ‘the best’, ‘the greatest’, etc. Sometimes it is just a mistake; but

they might go to the industrial and commercial bureau to lodge complaints against

you. …As dealing with these issues is time consuming, and the process is

complicated, you might need around 10 days to half a month to solve the problem,

and you have to go to industrial and commercial bureau seven or eight times. But if

you have ties with the government, it would take, for example, only one to two days

for things to be solved.’ (4HB)

6.3.3 Business Ties

Compared with those in the firm creation stage, e-entrepreneurs in the firm growth stage have

developed more business network ties. E-business owners use these business network ties to

acquire resources, information and advice during the firm growth stage.

First, human resources can be acquired from these business network ties. At the beginning of

their business, entrepreneurs are required to rely on online platforms to recruit human

resources. For example, 12CMZ said that initially they could only find models by searching

for the information on Taobao. As the business developed, however, she made some business

connections with photographers, whom she could then rely on to find high-quality models.

‘Our product is children’s apparel. It was not easy for us to find good models at the

beginning. But now we know some photographers from long-term cooperation who

know many child models and can introduce good models to us.’ (12CMZ)

Second, as an e-firm grows, it develops more network ties online with people from diverse

backgrounds for access to different resources, such as agents and suppliers. E-business

owners form ties with a large number of fans (or followers) on their official account in

WeChat or Weibo.5 These business ties can help entrepreneurs to find the right suppliers.

Before they develop these online business ties, e-firm owners have to find suppliers offline or

5When e-business owners sell products or services to their customers, they encourage their customers to ‘add’
(or ‘follow’) them on WeChat or Weibo.
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through searching online platforms (e.g., Alibaba). For example, 10LZ said that they were

refused by many offline suppliers at the beginning of their business, when they did not have

diverse business ties to rely on and needed to search offline for the right supplier resources.

However, through the development of diverse network ties online, e-business owners in the

growth stage can send messages to a large number of followers. Through these diverse

business ties, many potential suppliers recommended or introduced by followers or customers

will approach the e-business owner. For example, 6LXY said that through followers, e-firms

can easily find the right supplier resources.

‘At first when we started our business, we attempted to find suppliers offline. We

went to Yong Kang, where 80% of mugs in the world were produced. We visited the

factories one by one. However, the factories did not want to manufacture for us, due

to the small number of products that we required.’ (10LZ)

‘It is now much easier for us to find suppliers online, as I can just post a message on

my official WeChat account, and my followers will help me to find the right person.

Using our official WeChat account, potential suppliers recommended by fans contact

us. In this way, we do not need to waste time taking part in offline business meetings

to identify potential suppliers. For example, a supplier who produces cherries was

recommended by a fan. This supplier then delivered a box of cherries as samples to us.

After tasting them, we believed that the quality of the cherries was good and then we

sold them at the store of my official account.’ (6LXY)

In addition, during the growth stage some suppliers get to know the owners better. 26LH said

that his suppliers sometimes introduce other new suppliers to him.

‘Because we have a good reputation for paying for goods on time, some suppliers are

like friends. They trust me and introduce their friends to me. They are in the same

circle and know each other. This is helpful for me to reach high quality suppliers. …

A supplier who produces pants will introduce other suppliers who produce clothes.’

(26LH)

Third, along with suppliers, the business ties that the company has during the firm growth

stage can also help them to acquire more agents. For example, 30ZBB said that they acquired
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new agents by relying on their business ties with followers on Weibo. Similarly, 4HB

acquired agent resources by drawing on their business ties on WeChat.

‘We can find agents by posting messages on our Weibo. For example, we once had a

fan on Weibo who followed us because she purchased products from us. However,

after following, she knew our brand and products, and introduced our brand to her

cousin who become our agent.’ (30ZBB)

‘As the e-business grows, we form online connections with different people. We can

just post a recruitment message on my WeChat Friends’ Cycle, and people from

different parts of the country would immediately contact us and might introduce their

friends or relatives to become our agents. This online connection greatly helps us to

expand our number of agents.’ (4HB)

Fourth, some e-firms that have developed strong business ties with agents during the firm

growth stage might have more bargaining power in working together when dealing with

manufacturers and logistics firms. This can help them to acquire better products and lower

prices. For example, 30ZBB said,

‘Also, if we the entrepreneurs and our agents have a large volume of sales, we can

talk with the factory to reduce the price of the garments they supply to us. In fact, we

are in an advantaged position and have a stronger say when we talk with the factories

since we have a big order. Also, they will give priority to manufacturing our products

during the peak seasons, which means that we can receive the products earlier than

others and sell them on the market earlier than others. For e-businesses, a delay of one

day can mean a loss in sales volume. Similarly, cooperation also means that we can

receive competitive prices from the logistics company as well.’ (30ZBB)

Fifth, during the firm growth stage the development of a diverse business network online also

provides diverse sources of information. For example, 30ZBB said that some agents can

provide suggestions on how to design products according to their customers’ feedback; 6LXY

and 12CMZ also said that their partners often provide good suggestions and information.

‘My agents want my brand to improve and sometimes they give me some valuable
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suggestions. One of my agents, Liu, is good at communicating with her customers and

always tries to collect their advice about our products. Once a new style of clothes

was selling poorly and the agent Liu gave us good suggestions about details of the

design. We made adjustments following her suggestions and then the style finally sold

well.’ (30ZBB)

‘My partner is my schoolmate and ex-colleague. We not only share sadness but also

encourage each other. … The most important thing is that she always provides very

creative opinions after one year of cooperation. She is responsible for collecting new

ideas from the Internet, so she is good at bringing forward some amazing ideas.’

(6LXY)

‘My other two sisters are my partners and we are responsible for different parts of our

business. After several years’ development we also have more opportunities to attend

meetings. My second sister is responsible for going out to attend various training

sessions and meetings. After coming back from meetings, she will share updated

information with us, which is important for improving ourselves. Especially for the e-

commerce field, new information from outside is sometimes more important than bi

men zao che (闭门造车, working behind closed doors).’ (12CMZ)

6.3.4 Friendship Ties

In relation to friendship ties, my study did not find any changes in the growth stage. E-

business owners continue to rely on friendship ties to acquire financial support and advice.

For example, 11LL said,

‘If we need a security deposit (保证金) to register for sales promotion activity on

Taobao, Brother Hao will lend money to me if we do not have enough …And he will

give me good advice on the arrangement of products … Brother Hao is my husband’s

friend and they have known each other for many years.’ (11LL)

However, friendship ties and business ties often overlap. Owners and their friends may

become business partners, and business ties may develop into friendship ties over time. For

example, 26LH said,
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‘One of my friends Lao Bu is a supplier in Inner Mongolia. He is like my big brother.

He was the first supplier I got to know when I went to Huhehot city. He is very kind

and always takes care of me. When I go to a city for the first time, he will introduce

his connections to me. He is really helpful. When I have troubles in my business, he

tries to make suggestions and give me encouragement. I am thankful for his kindness.

Now not only do we still cooperate but we are also good friends.’ (26LH)

6.4 Concluding Remarks
Changes and continuities can be found in the roles of network ties in private e-commerce

entrepreneurship when comparing the firm growth stage to the preceding firm creation stage.

Table 6.1 presents a summary of the comparisons. First, family ties continue to be used to

solve labour shortage problems in peak seasons as the firm grows. However, family ties

cannot provide the high-quality professional human resources that are required for further

firm growth. In addition, the financial resources provided by family members during the firm

growth stage is far from sufficient. No difference was found in the role of friendship ties in

entrepreneurship between the firm creation and growth stage. In relation to business ties, the

findings suggests that during the firm growth stage entrepreneurs find it much easier to

develop agent and supplier resources through introductions by online followers, as they now

have diverse business ties on online platforms and web applications that they can make use of.

In this way, entrepreneurs can gain access to agent and supplier resources from business ties.

In addition, the role of political ties becomes more important during the firm growth stage, as

it can help to handle tax issues for entrepreneurs and be used to achieve a much faster

solution to other problems.

Table 6.1: Continuities and Changes in the Roles of Network Ties in the Firm Growth Stage

(1) Political Ties:

Changes:

- Become more important because they are used by entrepreneurs to

solve tax issues and other problems
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(2) Family Ties:

Continuities:

- Remain important in providing human resources, especially during

labour shortages

- Remain important in providing emotional support and advice

Changes:

- Might fail to provide the professional or high-quality human

resources needed

- Might provide insufficient financial resources

(3) Business Ties:

No change in the kinds of roles they play. However, the quantity and

diversity has increased, making them more important

(4) Friendship Ties

No change
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Chapter 7: Comparison of Online and Offline Social Network Ties

7.1 Introduction
One major characteristic of e-commerce businesses is the importance of developing and

maintaining online social network ties in addition to offline social network ties. In this

chapter, I explore how e-commerce firms develop and maintain both online and offline social

network ties and compare the two in addressing the research question, ‘What are the

similarities and differences in the effects of online and offline social networks on e-commerce

entrepreneurship processes?’

The classification of network ties into online or offline is based on how they are developed

and how they are maintained. As shown in Table 7.1, family, friendship and political ties are

mostly based on offline network ties, as in most cases they are developed and maintained in

an offline manner. Although it is possible to maintain family ties or friendship ties online, and

it is possible to develop friendship ties online, these two kinds of ties are mainly based on

offline interactions. Business partners are usually close friends or family members (e.g., the

spouse) of the e-business owners, and are therefore offline ties.

Table 7.1: Network Ties – Online and Offline

On/off Ties Development Maintenance

Offline Family By blood or marriage Online/mostly offline

Friendship Contact from, for example, school
or work

Online/mostly offline

Political Offline Mostly offline

Business Offline Mostly offline

Online Mostly
business

Customers Mostly online Mostly online

Suppliers Online/offline (e.g., business
associations)

Partly online/offline

Agents Online/offline (e.g., business
meetings)

Mostly online

7.2 How E-business Owners Develop and Maintain Network Ties Online
In this section, I first discuss how e-business owners develop and maintain network ties
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online using various online platforms and web applications. The major business ties that e-

firm owners develop and maintain online are those with customers and agents. Owners

develop and maintain ties with suppliers both online and offline, whereas ties with business

partners are developed and maintained mainly offline.

7.2.1 Online Platforms: Taobao, Tmall and Alibaba

E-business owners can develop and maintain online business ties on online platforms (e.g.,

Taobao and Tmall). As e-business owners usually operate their online stores on these

platforms, they can be effectively used for the development and maintenance of business ties.

An important method for developing and maintaining online business ties is through online

broadcasting on these platforms. For example, 4HB reported that as e-firms grow they

usually set up their own live broadcasting room on Taobao, where they can develop and

maintain business connections with their customers.

‘We have our own Taobao live broadcasting room. When an online store has enough

fans (more than 30,000), it can arrange live broadcasting. The store can set or reserve

a time slot for live broadcasting. During the broadcast, the host can introduce the

quality and styles of the garments (e.g., coats, T-shirts, sweaters), and then interact

with potential customers to answer their questions. Live broadcasting is quite popular

and can help boost sales of the products.’ (4HB)

In addition, e-firm owners develop business ties online with suppliers by searching on online

platforms, such as Alibaba.6 For example, 4HB said that he found suppliers online using

Alibaba. Hence, even with no social connections he was able to develop new business ties by

searching Alibaba for suppliers.

‘I found garment factories through Alibaba at the beginning. I had one supplier that I

did not even meet during our 3-year cooperation. I trusted Alibaba. On this platform,

the suppliers send the garments to me, and if it is of high quality, I confirm the

transaction. It is convenient and safe.’ (4HB)

Furthermore, e-firm owners can also develop business ties with agents online. For example,

6Alibaba is the largest business-to-business electronic marketplace in the world.
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19ZXF and 16YJL said that online platforms, such as Alibaba and Tmall stores, helped them

to develop network ties with agents.

‘We found agents online on Alibaba. We have good relationships with them.’ (19ZXF)

‘We have Tmall stores; that’s where we found most of our agents online.’ (16YJL)

7.2.2 Web Applications: WeChat

In addition to online platforms, WeChat is an important web application that e-firm owners

use to develop and maintain business ties. At the beginning of the business, WeChat is

frequently used by e-business owners to develop initial business ties with customers. For

example, by using the People Nearby function of WeChat, 2DYS developed business ties

with more than a thousand customers. Similarly, 6LXY developed its initial business ties with

customers by posting articles on an official WeChat account.

‘At first, I did not know how to extend the circle of customers, so I added friends

from People Nearby.7 I developed my friend circle in this way, extending the number

of friends to 300. Although nearly half of them are just for chatting, around 100

became my customers. Some of these 100 customers would invite me to join some

WeChat groups. In those groups, some others would add me as their friends.

Eventually, I developed my customer circle to more than 1000 persons.’ (2DYS)

‘We accumulated our initial customers through the operation of our account on

WeChat. I wrote articles about my entrepreneurial experience, my attitudes towards

some social events, and other topics that females tend to be interested in. The page

views developed from several thousand to several hundred thousand. My fans trusted

me; then I began to sell products to them.’ (6LXY)

A new method to develop business ties online with customers is the online activity called

tuoke (拓客, which means extending the customer circle). This involves entrepreneurs

inviting people to ‘add’ them on WeChat by sending invitations to their Friends’ Circles.

7 Using the People Nearby function, WeChat users can find people who are in close
geographical distance and also have the function enabled.
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Existing friends of the entrepreneurs will take part in these activities on Friends’ Circles by

introducing new friends to add the WeChat number of the entrepreneurs. These old friends

can win prizes for introducing others, while the new friends might become potential

customers. For example, when asked how to develop the number of business ties with

customers, 2DYS, a WeChat store owner, said that customers were referred by ‘unfamiliar

friends’ on WeChat. Using tuoke, the circle of customers can be extended by building on

existing friends and acquaintances.

‘Tuoke means the store owner sent a message to a Friend’s Circle on WeChat,

describing the price and quality of the products, and said that if you invite several

persons (for example, 10) to add me, then the product will be free for you. I also sent

the message about the products directly to around 10 persons, telling them the quality

of the scarf, invited them to refer friends to me, and gave them a free scarf. These 10

persons helped me to invite more than 1000 friends. I sent out a total of 20 to 30

scarfs. Around two-thirds of those who added me later deleted me, as they added me

only for scarfs. But those who stayed became my potential customers and helped me

sell my WeChat store products.’ (2DYS)

Hence, it can be seen that the Friends’ Circle on WeChat is a new means used by

entrepreneurs to develop and maintain business ties with customers. Loyal customers were

interested in knowing more about the entrepreneurs by checking out their Friends’ Circle. For

the entrepreneurs, the management of a Friends’ Circle online was a business activity that

they used to develop and maintain online business ties with customers.

‘My customers like to see what I am doing in the Friends’ Circle. So I put effort into

managing my Friends’ Circle. Some of my customers are loyal. I am familiar with the

process of managing an online image and customer relationship. For example, what

does your Friends’ Circle look like; what do you look like among your customers?

You can manage your Friends’ Circle to improve your social image and sell your

products. For example, I recommended my sister, who is one of my agents, to go to

Tsinghua University to take an MBA course. This could improve her social image in

the Friends’ Circle. I spend a long time online on WeChat. In addition to work-related

activities, some people will talk about their personal life and ask me for suggestions.

This is a kind of networking activity.’ (2DYS)



73

Like 2DYS, many other e-business owners reported using WeChat, and Friends’ Circles in

particular, as a means of strengthening business ties with loyal customers.

‘Customers are usually contacted by staff who are responsible for customer service.

We have an old WeChat group for loyal customers. But some of them might add my

personal WeChat number. My staff will give loyal customers my account number. I

sometimes showed styles of garments on the Friends’ Circle. WeChat is convenient in

the management of customer relationships. We (our shop) do not have an official

account on WeChat. We prefer to add customers on WeChat personally. If our

customers would like to add us, we send them invitations. Our customers ask us if we

have a WeChat number and a WeChat group. Around 10–20 customers add me each

day, and I have more than 1000 WeChat friends for business purposes.’ (11LL)

‘I use WeChat frequently. It is not a waste of time. I have some loyal customers who

have always bought garments from me when I have updated the Friends’ Circle with

new products. I updated a craft item the day before yesterday, and sold dozens of

them in a second. I have many loyal customers on WeChat. I update products online

when I have time, and they contact me directly. I have more than 5000 WeChat

friends now. We also have our WeChat groups. We arrange a phone for each staff

member who is responsible for customer service, so they can add new friends who

can become potential customers.’ (19ZXF)

‘I frequently update my Friends’ Circle on WeChat. As I am operating an online

female community, 80% of friends on my WeChat are female entrepreneurs. About

80% of the articles I send are about the concerns of females. Examples include

success stories of female entrepreneurs, their attitudes and appearance. Also, 15% of

articles sent to the Friends’ Circle are about my family and sons. This is done to let

others know that I have a lovely family. I pass positive energy to others.’ (24CQQ)

As seen from 11LL’s sharing of the work she performed in customer relationship

development and maintenance, there are two kinds of WeChat accounts: official and personal

(the Friends’ Circle). Official WeChat accounts are designed for organisations, and used by

companies to provide news on their products. Fans can follow these accounts to see these
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updates. As demonstrated in the quotation below, e-business owners see many benefits in

participating in online activities organised on official accounts, and they make good use of

these. Official WeChat accounts are also frequently used by e-firm owners to develop and

maintain business ties with customers.

‘We also have our own WeChat official account, to maintain relationships with our

loyal customers. For example, we frequently send some news about the company,

publish some articles, or organise some online and offline activities.’ (4HB)

‘The best way to develop customers is through WeChat; we have our own WeChat

official account. We have a team to do this. We have recruited some online celebrities.’

(10LZ)

‘We have our own WeChat official account, and we have a Weibo account, too. The

number of fans on WeChat amounts to 60,000, and the number of fans on Weibo is

over 20,000. Also, we have 600,000 fans in our Tmall stores. We arranged some

online activities where fans share stories with each other. Also, we have nutritionists,

and we arranged some offline courses for moms to provide them with some advice on

children’s health.’ (16YJL)

7.2.3 OtherWeb Applications: Weibo, QQ Group and Douyin

E-store owners also frequently use web applications on Weibo to develop business ties with

customers. Specifically, the e-firm owners reported opening accounts on Weibo to develop

fans, and then advertising their stores among these fans. Some entrepreneurs shared their

experience as follows:

‘We care about the maintenance of customer relationships. We think that CRM

(Customer Relationship Management) is the most important thing for e-businesses. In

our e-commerce field, we believe that the flow rate of customers is King. We need to

provide products and service where the customers are. What we have done online for

marketing is to develop and maintain relationships with customers. For example, we

organised some activities online, such as voting for the best T-shirt pattern. We posted

pictures to let our customers select the patterns on Weibo, so that our customers can
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participate in the activities to interact with us.’ (30ZBB)

‘I began to write a blog after I started my e-business. I remembered that I wrote a post

describing how I opened my e-store on Taobao as a fresh graduate with a master’s

degree who had quit a good job. It became popular. …Within a month, I received a

huge number of customers attracted by this post.’ (30ZBB)

Furthermore, new media companies that published articles online and sold products among

their fans (or readers) reported using online group chats to develop business ties with

potential customers. For example, 8TYY said that they used online chatting activities and QQ

groups8 to encourage communication among fans. Similarly, 23AXG used QQ groups to

maintain network ties with customers online.

‘We established QQ groups. We enjoy chatting with each other. We arranged some

online chatting activities, where we invited our fans to share their views with each

other.’ (8TYY)

‘We have different ways to develop business connections with customers, such as

sending instant messages on QQ group and so on.’ (23AXG)

The owners also developed and maintained business ties with customers by inviting them to

comment on their videos. They had started to use Douyin (抖音), an emerging application

that had been developed over the previous couple of years. Owners posted short videos to this

platform to attract fans and promote sales.

‘We attempted to improve the interaction with customers. For example, we

encouraged our fans to comment on the videos. We have staff responsible for

customer service. We answer questions from our fans frequently to improve the

attachment of the fans to our videos. We do all this online, for example, on Douyin.’

(29XYZ)

8 QQ is instant messaging software, and QQ Group provides for group chats among people with similar interests.
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7.3 How E-Business Owners Develop and Maintain Network Ties Offline
In this section, I discuss how e-firm owners develop and maintain network ties offline. I look

first into how major business ties are developed and maintained, and then into other offline

ties, such as family and friendship ties.

7.3.1 Offline Business Ties

E-commerce entrepreneurs look for suppliers offline at wholesale markets or factories. This

allows them to physically touch the materials, such as clothing, and to acquire detailed

knowledge of products. Face-to-face communication with suppliers is also useful for

improving mutual understanding and trust.

‘I went to Yiwu city which is famous for its very large-scale commodity wholesale

markets to look for goods, and one of the suppliers Xiao Hong was very impressive.

When I passed by her shop, I saw that she was reading the Bible and I believed that

she was a trustworthy person. …We have cooperated for many years. It is not easy to

find a good supplier.’ (30ZBB)

‘Of course, it is important to see suppliers personally. We need to know the real

strength of some new suppliers by visiting their factories or communicating in person.

It is especially helpful for making decisions about whether to place an order.’ (12CMZ)

‘There are a lot of factories producing wool products in Huhehot city. Every time

different suppliers show me their factories. I just need to visit several factories and

touch the different wool materials in person, then I can gain abundant professional

knowledge of the wool products and get to know the suppliers better at the same time.

It is really helpful …These days I deal with the bosses Huhehot city; they often treat

me to mutton which is the local food. In the past I never ate mutton, even a small bite.

I am extremely allergic to the smell of mutton. But after visiting the bosses of

factories many times, I start to like eating mutton. They eat mutton almost every meal,

even from breakfast, and I have to try to eat … It’s unbelievable for me.’ (26LH)

E-business owners also see a need to maintain and manage ties with their agents offline,

through such activities as sales training sessions, product demonstrations and annual
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meetings. These varied offline activities are helpful in enhancing mutual trust.

‘I organised training sessions for potential agents. I told them how they could make

money. I would ask them about their salary, and then explain to them how they could

earn two or three times more than their current salary if they became agents. This

offline activity helps me to develop new agents, as they think of me as being reliable.’

(2DYS)

‘Sometimes we arranged some activities offline with agents, such as the annual dance

event and annual meeting. In this way, we get to know each other better.’ (19ZXF)

‘I went to Kunming City because my agent invited me to talk about how to make ice-

cream masks. There were 30 friends of hers who would like to purchase her products.

And we had a meeting with her friends. This increases their credibility to become

agents.’ (2DYS)

Due to keen competition in the e-business sector, the owners reckoned that online activities

alone were insufficient to develop business ties with customers. Face-to-face interactions

were considered essential. One type of offline activity is to hold parties or events, inviting

celebrities such as movie or television stars to attend and endorse the products. This can

increase the credibility of the company and the trust in the business ties between the e-firm

and its customers.

‘Sometimes, selling online is not enough; people like to see what activities you have

organised. They like to see that you become more beautiful after using your products

(cosmetics). They like to see that you become more elegant. For example, it is quite

useful to organise a wine party, with the endorsement of famous superstars such as

Fan Bingbing. People tend to believe in the product if they see that it is endorsed by

Fan.’ (2DYS)

Depending on the nature of their products, owners organised activities that they thought were

relevant and of interest to potential customers. For example, a garment web store (30ZBB)

organised some salons for potential customers to discuss with them how to dress well, and a

new media company (8TYY) organised live readings to create interest among potential
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readers.

‘Also, we arranged some offline activities such as salons to discuss how to dress well.

All these activities are arranged to maintain customer relationships.’ (30ZBB)

‘We have visited 40 communities in 40 cities in the country, to organise live reader

meetings. These communities are composed of our readers. Based on these

communities in different cities, we organise a number of offline activities. … Our first

project was a tour to Chiengmai, which cost 6999 RMB for 6 days per person. We

cooperated with a travel agency, and the tour quota was full quite soon. From then we

knew what our fans looked like.’ (8TYY)

In addition, these offline activities can help to reinforce online business ties. With the

assistance of WeChat, entrepreneurs can arrange these offline activities conveniently, which

helps to secure online network ties.

‘We also arrange some salons offline. First you could arrange an online group and call

it a salon. People would see who is in the group and who would attend the salon. This

is important. They added each other as friends. Then, when they come to the salon,

they would say, ‘Oh, it is you!’ There are also people who add the group but do not

have time to come to the salon. Then, after they see pictures of the salon activities,

they will try to come next time or meet with each other offline. These online and

offline activities can lead to cooperation between these female entrepreneurs (who

joined the online female community to communicate with each other).’ (24CQQ)

7.3.2 Other Offline Network Ties

Other offline network ties include family, friendship and political ties, along with different

types of offline business ties. Below, I briefly discuss how these offline network ties are

developed and maintained.

First, family ties are developed naturally based on blood relations or marriage, and are

maintained mainly through offline family interactions. Due to the development of the Internet

and web applications (e.g., WeChat), it is also possible for family members to maintain their
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network ties through online interactions; but this is still not the major way to maintain family

ties. For example, 7NIAN and 17WHG reported that they maintained family ties by living

and interacting with each other offline, and 19ZXF said that they preferred to contact family

members by calling them on the telephone calling rather than through WeChat, as they felt

that calling was more convenient.

‘I have good relationships with my brother and my parents, because we live with each

other. I think we need to spend more time with family members in real life.’ (7NIAN)

‘My parents live with us. They came to our house to take care of the children for us.

Sometimes my father tried to talk with me about my business operation.’ (17WHG)

‘My husband has a brother, and his child is living with us for three years. He is

working at our company. Sometimes when we have conflicts (with the boy), we

contact his father directly on the phone. Actually, we prefer to make a phone call,

rather than using WeChat, as it is more convenient to contact family members directly.’

(19ZXF)

Second, friendship ties are developed by interacting with people who the owners come into

contact with at university, school, work or in other areas of their lives. Offline and online

interactions can both help in maintaining friendship ties. Although offline interaction is the

major method, online interaction is increasingly popular in the e-business sector. For example,

22YZ said that she developed friendship ties while attending EMBA courses. In terms of

maintaining friendship ties, 20XL reported arranging offline parties to maintain network ties

with friends, and the use of web applications such as WeChat is considered a supplementary

method for maintaining close relationships with friends through frequent online interaction.

‘I have a friend that I met at an EMBA course. We got to know each other during our

study. I think EMBA is a good platform, where you can get to know different people.’

(22YZ)

‘We get together to have some parties with friends who have not seen each other for

years. Also, I have some interaction with my friends through updating my Friends’

Circle, as they usually leave me a message. This is a good method to connect with
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friends. Although we cannot meet each other very often, interaction on WeChat shows

that we are paying close attention to each other.’ (20XL)

Third, political ties are usually developed and maintained offline, with the assistance of local

business associations or by attending business activities that are arranged by the government.

For example, 3DZ said that they developed political ties with the government by joining

offline business associations, where they can connect with local authorities; similarly, 11LL

attended offline activities to connect with the local government.

‘We developed government ties with the assistance of different business associations

that can help us to connect with people from the local authorities. Because I am a

member of different local business associations, I have an opportunity to develop

political ties.’ (3DZ)

‘We attend some activities that are arranged by the government, such as the awards

for The Best Local E-Firms, or the Ranking of Tmall Shopping Day.’ (11LL)

Fourth, e-business owners usually develop and maintain some offline business ties by

attending offline business activities. For example, they might join business associations.

Although some entrepreneurs, such as 6LXY and 19ZXF, stated that attending business

associations was not necessary to develop and maintain business ties, others, such as 24CQQ,

believed that attending these offline associations had helped them to extend their business

networks.

‘I would not join a business association. I do not think it is necessary. As a female

entrepreneur, I think time is precious and limited for me, so I do not want to

waste time on these unnecessary meetings.’ (6LXY)

I have not attended any business association. It does not make any sense for me. I do

not like to have too much communication with others. I prefer to stay at home or go

out with friends during leisure time. (19ZXF)

I attend the Huaibei Female Entrepreneurs Associations (淮北女企业家协会) to get
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to know many female entrepreneurs. In this way, I have extended my business

networks and got to know many female entrepreneurs. This encouraged me to start

my business. (24CQQ)

7.4 Network Ties Online and Offline: A Comparison
In this section, I would make a comparison regarding the network ties online and offline, as

well as their effects on E-commerce entrepreneurship.

The first difference is that network ties online can be achieved, which means that a person

can work hard to develop and maintain online network ties; but some network ties offline are

ascriptive or related to ascriptive factors. For example, everyone – regardless of their

background – can use web applications such as WeChat and Weibo to develop network ties

with fans and followers. However, some offline ties such as family ties are ascribed or related

to one’s family background. It is not possible for a person to control which family he can be

born into; but this family background might affect other offline ties that this person can

develop, such as the kind of university he might enter, which will lead to ties to schoolmates.

Second, the tie strengths of network ties online and network ties offline are different; where

network ties online tend to be weak ties and network ties offline tend to be strong ties. For

example, in E-commerce sector, entrepreneurs can easily develop network ties online with

fans and followers who live geographically distant from them and these ties are weak ties.

Offline network ties like family ties and friendship ties are strong ties.

Third, network ties online are with higher level of diversity than network ties offline. For

example, by developing network ties online with fans or followers, or other business ties

online, E-firm owners are able to connect with a diverse number of people. However, by

relying offline network ties such as family and friendship ties, or offline business ties, E-firm

owners tend to connect with people from the same group e.g. from the same university,

company or class group; thus, E-firm owners whose network ties based on offline ties, are

more likely to connect with people from the same places or social class, with low level of

network diversity

Now, I would discuss about the differences and similarities in the effects of these network ties
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based on the findings presented in chapter 5 and chapter 6. In terms of similarities, both

online and offline network ties are found to be important in providing useful information,

advice, resources and emotional support.

The differences are related to the types of social resources that these network ties might bring

to E-firm owners. Network ties online tend to be weak ties and they can connect E-firm

owners with diverse people. These people may help them to identify the right resources. For

example, through the diverse network ties with fans and followers on the web applications of

WeChat and Weibo, E-firm owners can easily find the right human resources (e.g. writers),

supplier resources and agent resources. Similarly, if an E-firm owner has network ties online

with different store owners, they are more likely to get to know more manufacturers from

these owners; as a result, they may benefit, e.g., getting low-cost products. In addition, the

diverse network ties online are also likely to provide alternative ways for E-firm owners to

collect financial resources; for example, E-firm owners might acquire pre-paid deposit from

their network ties with a diverse number of agents who they know online.

However, since offline network ties tend to be strong ties, they can bring E-firm owners with

some essential resources such as initial financial and human resources, that can be hardly

achieved through the use of weak online network ties; for example, the important role played

by family ties in providing initial funding and trustworthy human resources at the beginning

of the firm.
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Chapter 8: Discussions and Conclusions

8.1 Introduction
The objective of this research is to investigate the roles of social networks in private

entrepreneurship in the contextual environment of China’s e-commerce industry.

This study fills the research gap in e-commerce entrepreneurship in China by examining how

online and offline social networks affect e-commerce entrepreneurship during the firm

creation stage and during the growth stage. I conducted semi-structured interviews with 30

entrepreneurs who founded small to medium-sized e-commerce firms with fewer than 100

employees and carried out thematic analysis to identify patterns in the qualitative data.

Specifically, this study seeks to address three research questions: (1) ‘What are the

advantages and disadvantages of utilizing different social network ties (i.e., family ties,

friendship ties, business ties and political ties) in small businesses in the e-commerce industry

in China?’; (2) ‘How do the roles of network ties in private e-commerce entrepreneurship

change as the enterprises grow?’; and (3) ‘What are the similarities and differences in the

effects of online and offline social networks on E-commerce entrepreneurship processes?’.

My major findings shed light not only on the roles of social networks in the e-commerce

entrepreneurship process, but also on the relationship between social networks and

entrepreneurship in general.

8.2 The Strength and Limitations of Strong Ties
My findings show advantages and disadvantages of utilizing network ties in entrepreneurship

in the e-commerce sector. Specifically, I found that strong ties are very important in

providing scarce resources, reliable advice and strong emotional support to entrepreneurs.

However, strong ties have limitations in that it might cause ‘over-embeddedness’ problems,

and it might be difficult to get sufficient resources from family ties as the firms grow. Below,

I would discuss the strength and limitations of two strong ties: family ties and friendship ties.

Firstly, family ties are important in providing important initial resources to Chinese

entrepreneurs, such as low-cost and ‘patient’ financial resources, and reliable human

resources; for example, some entrepreneurs even get a bank card directly from their family

members when they are in need of money. It has been pointed out in Western literature (e.g.

Bruederl & Preisendorfer, 1998) that entrepreneurs rely on strong ties such as family ties to
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acquire financial capital with less-than-market rates. In the Chinese context, the support from

the family is much stronger. Peng (2004) states that the financial resources provided by

family members in China are asymmetrical and non-reciprocal, meaning that family members

do not demand immediate repayment, if at all. This is echoed in Guo & Miller’s (2010) paper

in which they reported that the social capital that is provided by family members to Chinese

entrepreneurs is not overly burdened by repayment obligations. The findings of this study

confirm this view by pointing out further that the financial resources that are provided by

family members are with not only with low-cost rate but also with ‘patient’ repayment

obligation in China. Furthermore, the E-business entrepreneurs rely on family ties to fill

important positions such as business partners, or manual workers in warehouse that requires

tedious (hard) work. Arregle et al. (2015) maintains that family ties are important in

providing flexible human resources as family members can take up emergency shifts, this

study goes further by pointing out that E-business entrepreneurs are more likely to rely on

family ties to fill in some specific positions such as business partners and different manual

work positions where reliable, loyal and hardworking human resources are required.

Secondly, family ties are found to be important in providing emotional support to Chinese

entrepreneurs, which is especially true for female entrepreneurs. Family ties are beneficial in

providing understanding and encouragement to entrepreneurs to help them to ride through

ups and downs during the business process. This is in accordance with the view of Arregle et

al. (2015) that emotional support is the most prominent function provided by family ties, as

family members can motivate entrepreneurs, help them reduce their stress, and share their

emotional concerns, since entrepreneurs and their family members share a common cognitive

mindset, sharing trust, language, and feelings with each other, family members are

comfortable for entrepreneurs to talk with. This study goes further by pointing out the

especially important role of family ties in providing emotional support for female

entrepreneurs; further study might focus on comparing the different role of family ties in

providing emotional support for female versus male entrepreneurs.

In addition to the resources and emotional support, family members can also provide

important business advice. As family members are connected by strong ties, the information

and advice that are provided by family members tend to be more reliable.

However, family ties have limitations and may even have negative effects. Firstly, family ties
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are with limitations in providing human resources. For example, family members who work

for the company might not be professional enough i.e. they might not have the right

knowledge for the business operations. If these incompetent family members are too involved

in controlling the firm, the fairness and professional operation of the firm might be

compromised. Li et al. (2013) called this strong involvement and interference from family

members in the management of the business as ‘over-embeddedness’ of family members. The

disadvantage is that this over-dependence on family members might lead to inefficiency in

decision-making.

Secondly, in addition to human resources, family ties have limitations in providing financial

resources. This is especially true when e-firms are at their growth stage. During this stage, e-

firms are in need of large sums of capital to support its development, which can be hardly

satisfied by the limited financial resources from family members. As it is given by Bates

(1994) and Jack (2005), although family ties are essential in providing the resources to start a

new venture, such resources may be too limited to sustain its future growth.

In terms of the provision of emotional support, family ties may have a disadvantage too.

Arregle et al. (2015) asserts that that conflicts in the family might lead to the deterioration of

family relations, ultimately affecting the growth of new ventures. Family ties involves

investments in emotions, in this study, it is found that when conflicts arisen between family

members, negative emotions such as anger and hurt will be resulted. The conflicts will also

bring negative effects on the business operations. For example, when family members feel

dissatisfied with the salary or even quit the job, the owners will lose important human

resources or have to give a pay raise to family members which will increase the human

resources costs.

Furthermore, the advice that is provided by family members might be biased, as it is found in

this study. As the advice provided by family members might lack external information, over-

dependence on it might lead to ‘blind’ decision. This is in accordance with the view of Bates

(1994) that a high dependence on family ties prevents entrepreneurs from obtaining advice

and information from non-family members of their social networks and that of Arregle et al.

(2015) that information provided by family members is limited. This implies that Chinese

entrepreneurs should be cautious when they rely on strong ties such as family ties and

friendship ties to get business advice and information.
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The roles of friendship ties are similar to those of family ties. Friendship ties provide Chinese

E-business entrepreneurs with important financial and human resources just like family ties.

However, in comparison with family ties, friendship ties are more important in providing

customer resources, as firm owners usually rely on friends to get new customer resources

(especially during the firm creation stage). This is in accordance with the view of Starr &

MacMillan (1990), who refer to the important resources that are provide by friends

(especially during firm creation stage) as ‘friend’s favour’. However, this study also found

that the financial resources that are provide by friends are with limitations. For example,

friends might withdraw financial support or partnership during later stage of firm growth

when conflicts arise between entrepreneurs and their friends. This also indicates the

disadvantages of ‘over-embeddedness’ of friends in the firm, as over-dependent on strong ties

such as friendship ties may result in negative outcomes.

In summary, my findings are consistent with the findings from previous studies regarding the

role of strong ties in entrepreneurship. (e.g., Bruederl & Preisendorfer, 1998, Guo & Miller’s,

2010; Peng, 2004; Arregle et al. 2015; Starr & MacMillan, 1990; Chen, 2015). Like in other

sectors, strong ties are very important in the E-commerce sector, especially during firm

creation stage. However, strong ties have limitations in that the ‘over-embeddedness’ of

strong ties might affect the efficiency of business operation, and strong ties, such as family

members, might not be able to provide sufficient financial resources. If entrepreneurs only

rely on strong ties, they may not achieve success.

8.3 The Strength of Weak Ties and the Impact of the Internet
Although there are some of the business ties in this study that are based on strong ties such as

with family members and friends which might be business partners, most of the business ties

in this study are weak ties. Hence, this section will talk about the strength of these weak

business ties.

Specifically, weak ties have three main strengths. Firstly, through developing weak ties,

especially weak ties online, e-firm owners might find it much easier to identify right

resources such as human resources, initial financial resources, or other important resources

such as low-cost products, that can benefit their entrepreneurship process. This is an
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advantage of weak ties in connecting a diverse number of people to provide diverse resources.

Secondly, in addition to the provision of diverse resources, weak ties also have an advantage

in providing diverse information and advice. For example, by connecting with a diverse

number of acquaintances who are beyond the familiar contacts and from different contexts,

backgrounds or geographical/socio-economic distance, e-firm owners can get diverse advice

and information.

Last but not least, weak ties are also important in providing emotional support. Unlike

emotional support that is provided by family members, acquaintances that e-firm owners get

to know online in the same sector might understand them better, which means that they can

provide more comfort and encouragements to the entrepreneurs.

As firms grow, more weak ties might be developed, which means that firms can benefit more

from the strengths of these weak ties during the firm growth stage. In my study, I found that

e-firms have developed more weak business ties online as firms grow. This echoes the

findings of Guo & Miller’s (2010) study that Chinese entrepreneurs prefer to expand their

social network during firm growth stage to cultivate network ties outside of kinships groups

and develop new contacts with business partners and major clients, etc. Connecting with

these acquaintances during the firm growth stage can provide fast, low-cost access to diverse

resources and information (Guo & Miller, 2010).

The internet helps entrepreneurs to develop weak ties. Because of the low-cost of the Internet,

everyone, even those at the bottom of social strata, can find it easy to use it to develop weak

ties with acquaintances online (Chang, 2011). For example, e-firm owners can easily use the

social networking sites to develop new fans for their products and followers on the Internet

(Ou et al., 2014). Similarly, by searching on online platforms such as Alibaba, e-firm owners

can find it easy to transform suppliers and agents from strangers into acquaintances. Hence,

through the use of the Internet, firm owners can not only get diverse information as it is said

by Shafiyah et al. (2013), but they can also get diverse resources, advice and even emotional

support through the use of the weak ties that they develop and maintain online.

Hence, my study indicates that, as the firms grow, strong ties are with limitations in

providing sufficient resources, advice and information, and even emotional support, and the
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Internet makes it more important to use weak ties to get them. In comparison with strong ties,

weak ties can help entrepreneurs to connect with a diverse number of acquaintances, from

whom they can acquire diverse resources, advice and information, and even emotional

support. The Internet, in this sense, can help everyone, regardless of personal background or

connections, to achieve these weak ties online. Thus, the Internet can help entrepreneurs to

benefit more from weak ties.

8.4 Macro-Social Conditions and the Role of Social Ties in the

Entrepreneur Process: The Importance of Political Ties as an Example
This study has two important findings regarding the role of political ties in entrepreneurship.

On the one hand, the role of political ties in entrepreneurship is becoming less important in e-

commerce sector in general. Little effort was made by the e-entrepreneurs to cultivate

political ties. On the other hand, my study still found that political ties are used to solve some

complicated business issues (e.g. tax issues) as e-firms grow.

There are some explanations for this changing role of political ties in entrepreneurship. On

the one hand, I would use the trend of marketization, especially in the specific e-commerce

sector, to explain the decreasing role of political ties in general. Due to increasing

marketization, firm owners can easily get resources from the market and hence to do business

under the market mechanisms; for example, entrepreneurs might find it clear and easy to

apply for trademarks and patents by themselves, or with the helps from third-party agents in

the market. This is especially true in e-commerce sector, as e-commerce resources are not

controlled by the government, not like in the real estate industry where important resources

such as the land are controlled by the state. In e-commerce sector, resource allocation is more

likely to be controlled by the formal market mechanisms. Hence, entrepreneurs can resort to

services offered in the market to get resources rather than relying on political ties in their

business practices. This means that increasing marketization are more likely to affect the role

of political ties in entrepreneurship in e-commerce sector.

On the other hand, the stage of marketization process might also affect the role of political

ties in entrepreneurship. Considering that marketization process in China is not completed

and there are still some administrative and legal uncertainties, political ties are still of use in

business. This may explain that in my study, political ties are still used to distribute some
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resources such as taxation, where entrepreneurs are required to use political ties solve some

complicated tax issues.

Based on the above discussion, I would say that macro-social conditions of a society, such as

marketization level, might affect the role of social ties in entrepreneurship. As in my study, I

found that, due to the increasing marketization, the role of political ties shifted from primary

to complementary in general. In addition, this marketization trend can vary across sector, as

resource allocations are more likely to be controlled by the market in e-commerce sectors

than in other sectors such as the real estate. Hence, the industry of the firms might also affect

how marketization might affect the role of political ties in entrepreneurship.

In conclusion, my study contributes to the studies on the relationship between social

networks and entrepreneurship. Firstly, the role of strong ties is found to have advantages and

limitations in providing resources, advice and information and emotional support in

entrepreneurship in the e-commerce sector, like in other sectors studied by previous research.

Secondly, weak ties play an important role in connecting with a diverse number of

acquaintances in providing them, especially as firms grow. In e-commerce sector, the Internet

helps entrepreneurs to develop these weak ties. Last but not least, the macro-social conditions

in an economy and in a specific sector should be considered when studying the role of

network ties in entrepreneurship.
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Appendices
Appendix 1: Interview Guide
Part1: Personal and Family Information

1. Can you introduce yourself first? For example, where and when you were born and where

you studied? Please introduce your background such as education level and marital status.

2. Please talk about your household registration and hometown.

3. Can you describe your family members?

4. Where does your family live now?

5. How many members are there in your own family now? How many children do you have,

or how many children do your parents have?

6. How many brothers and sisters do you have?

7. Do your siblings help you with your business?

8. What are your parents’ occupations?

9. Apart from you, have any other family members or relatives started a business? Is their

entrepreneurship a role model for you?

10. What position did your parents hold in the public sector or a state-owned enterprise?

11. What position did your relatives hold in the public sector or a state-owned enterprise?

12. Before you started your business, what was the economic condition of your family in

your area? (such as upper class, middle class, not too good, bad, etc.)

13. When you started your business, did you borrow money from your family or relatives?

Part 2: Social network

1. Who played important roles in the process of starting your business?

2. When and how did they help you?

3. How did you know them, and what were your relationships with them?

4. Are you still in contact with them? Do they still help you now?

5. Has anyone else helped you?

6. When you are upset or in a bad mood, will you go to the person you just mentioned?

7. Why can’t other people help you?

8. Who do you share with when you are happy?

9. Did you encounter any problems in your study life and work before starting a business,

such as tuition fees for college or decision-making for choosing a business or a job, and if

so, how did you solve it?

10. Do you think their help is important to your business?
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11. Do you think guanxi is important to your business? Why?

Part 3: Start-up Stage

1. (If your hometown is not in Anhui) Why did you start your business here?

2. When did you start your business, and how many times have you started a business?

3. What products does your business mainly sell?

4. Why did you choose to start a business instead of being employed?

5. How many shareholders are there in the company now? How many employees are in

your company? What are the departments of your company? Is it convenient to disclose

your company’s turnover for the previous year?

6. Did your company receive any investment during the start-up stage? If it does, would

you like to talk about the progress of negotiation with investors?

7. Has your company received any rewards and honours in the past 2 years? Which do you

think is the most prominent achievement?

8. What is the biggest crisis in running your business? How do you think of this crisis?

9. Have you ever experienced failure? Please talk about the experience.

10. What careers were you in before you started your own business? Why did you decide to

start your own business?

11. Did you start your business by yourself, or did you have a partner at the beginning?

12. If you had a partner, how did you find this partner? How did you allocate responsibilities?

Are the early partners still with the company? If so, what are they responsible for?

13. Did your family, relatives and friends support your start-up at the beginning?

14. What kinds of support, such as financial support or moral support, did you get from your

family or friends?

15. Do you think Guanxi was important to your business at your firm creation stage?

Part 4: Growth-Stage

1) Inside the Enterprise:

1. What’s the average age of your employees? How did you recruit them?

2. Do your relatives serve in your business? What are their positions? What do you think are

the advantages and disadvantages of hiring relatives in your company?

3. Have you ever encountered internal management issues? How did you solve them?

4. What is your approach or process to launch the product in the market? Have you ever

encountered any difficulties? What experiences or lessons did you get from them?
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5. Please talk about how the management staff is appointed. What are the criteria and

assessments of appointing management staff?

6. Would you like to talk about how to maintain customer relationships? What do you think

of the effect of these methods?

7. Please talk about the reasons for the departure of employees.

8. How about collaboration with your suppliers? Have you ever met any difficulties and

how did you solve them?

9. Who are your competitors of the same products in the market? What are the competitions

between you? Please give some examples. Do you have any co-operations with other

firms? Please give some examples as well.

10. What is the general content of staff training in your company? How do you organise the

training?

11. Are your products designed and developed by your own team or by outsourcing to other

companies? Have you ever encountered any difficulties or challenges?

12. Have you ever expanded or changed products? Why did you make that decision?

13. What do you think are the differences between e-commerce and physical businesses?

2) Outside the Enterprise:

1. Do you need to deal with relationships with different platforms when running your

business on different commercial platforms? What were your experiences?

2. What outsourcing services are used by your company? How do you find these

outsourcing services? Please talk about the situation of cooperation.

3. What are the sales channels for your products? How is the layout like on the internet?

4. Have you ever joined a commercial association? What kind of positions/duties do you

hold?

5. Please talk about the impact of Business Associations. Please give some examples.

6. Have you received training or degrees such as EMBA or MBA? Why did you participate?

7. What methods have you used to promote products? Please give some examples.

8. Please talk about the differences between traditional promotion and Internet promotion.

9. Have you ever sought any policy support from government? Have you ever received

funding support or property support? Please talk about the process.

10. Have you applied for a bank loan or received a loan from another private loan company?

Please talk about the process.

11. Have you applied for a preferential government policy for real estate? Please talk about
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the process.

12. Have you applied for a provincial or national trademark?

13. Do you have any self-media (自媒体) on a public platform? How many fans do you have?

Please talk about your interaction with fans and evaluate the effects of these activities.

14. Do you need to deal with government administrative departments such as the industry and

commerce department or the tax department? Please talk about the experience.

15. How do you develop new relationships if you need to expand your relations? Please talk

about the experience.

16. Do you think Guanxi is important to your business during the firm growth stage?

Part 5: Reflections

1. How would you define a successful entrepreneur?

2. In your opinion, what is the difference between ordinary people and entrepreneurs?

3. What has changed in your life since the start-up? What is good or bad?

4. Please comment on your current life and talk about your plans.

5. How do you evaluate the influence of the government’s policies on the development of

private companies?

6. What are the effects of personal efforts and the help of others on entrepreneurship?
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Appendix 2: Profile of Interviewees
No. Name Gender Birthplace Year of Birth Education Position Start-up

Year

Products/Service Business Stage

(as at October,

2018)

1 CWZ M Feidong County,

Anhui Province

1978 Bachelor’s Owner 2004 Garments Growth

2 DYS F Shanxi Province 1990 Junior

College

Owner 2014 Bags, nutrients, cosmetics Growth

3 DZ F Shitai County,

Anhui Province

1983 Bachelor’s Owner 2015 Cultural and creative products, such as the provision of

online image promotion service for companies.

Growth

4 HB M Yaowan County,

Anhui Province

1984 Bachelor’s Owner 2006 Garments Growth

5 JZ M Hefei City,

Anhui Province

1986 Bachelor’s Cofounder 2015 Graphic Design Growth

6 LXY F Chuzhou City,

Anhui Province

1978 Bachelor’s Cofounder 2015 New media; They operate a WeChat official account;

for example, they write articles on their official accounts.

The revenue comes from advertising income. Sometimes

they also sell products on the platform

Growth

7 NIAN F Shitai County,

Anhui Province

1983 Bachelor’s Owner 2006 Garments Growth

8 TYY F Hefei City,

Anhui Province

1978 Bachelor’s Owner 2015 New media. They operate a WeChat official account;

For example, they write articles on their official accounts.

The revenue comes from advertising income. They

sometimes also sell products on the platform.

Growth

9 PENG F Hefei City,

Anhui Province

1977 Bachelor’s Owner 2009 Garments Growth

10 LZ M Tianjin City 1969 Bachelor’s Owner 2013 Mugs and bottles Growth

11 LL F Anqing City, 1988 Junior Owner 2010 Garments, accessories Growth
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Anhui Province College

12 CMZ F Jing County,

Anhui Province

1982 Bachelor’s Owner 2011 Garments Growth

13 WJ M Xuancheng

City, Anhui

Province

1979 Bachelor’s Owner 2013 Internet finance. They help customers borrow money

online

Initially failed,

but has

developed to

into the growth

stage

14 XDL F Lu’an City,

Anhui Province

1988 Junior

College

Owner 2014 Accessories such as hats, scarves, gloves Growth

15 WY M Anqing City,

Anhui Province

1988 Junior

College

Owner 2014 Accessories such as hats, scarves, gloves Growth

16 YJL F Hefei City,

Anhui Province

1976 Junior

College

Owner 2008 Garments, prenatal products Growth

17 WHG

S

F Shitai County,

Anhui Province

1984 Junior

College

Owner 2016 New media; live broadcasting. They recruit anchors to

organise online programs for their fans. Anchors can

receive gifts from fans. Sometimes they also sell products

online and receive revenue from advertising.

Growth

18 WQ F Tongcheng City,

Anhui Province

1983 Bachelor’s Owner 2012 Provision of animation service online Growth

19 ZXF F Jinzhou City,

Hebei Province

1978 Bachelor’s Owner 2010 Garments Growth

20 XL F Fuyang City,

Anhui Province

1972 Junior

College

Owner 2013 E-commerce industrial park. They organise e-

commerce firms in the same geographic region to join and

create an industrial park.

Growth

21 YYY F Taihe County,

Anhui Province

1988 Junior

College

Owner 2015 Garments Growth

22 YZ F Badong County, 1975 Bachelor’s Owner 2005 Alcohol Growth
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Anhui Province

23 AXG M Wuhu City,

Anhui Province

1988 Bachelor’s Owner 2011 Provision of technological support for online software

for e-firms

Growth

24 CQQ F Huainan City,

Anhui Province

1986 Junior

College &

MBA

Owner 2015 Female community, which is an online platform for

female entrepreneurs. Sometimes she also sells cosmetics

on the platform.

Growth

25 GHT M Bozhou City,

Anhui Province

1978 Bachelor’s Owner 2010 Agricultural food Growth

26 LH M Taihe County,

Anhui Province

1977 High School Owner 2008 Garments Growth

27 ZT M Bozhou City,

Anhui Province

1978 High School Owner 2012 Provision of online logistics service for e-firms Growth

28 MM F Huainan City,

Anhui Province

1989 Master’s Owner 2016 Electronic journals to introduce fashionable products

such as garments and luxuries

Growth

29 XYZ M Wuhu City,

Anhui Province

1989 Master’s Owner 2017 New media; for example, making a short video on

travel and selling the local products of these places, such as

local agricultural foods

Growth

30 ZBB F Feng County,

Shanxi Province

1979 Bachelor’s Owner 2008 Garments Growth
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