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NETWORK BUSINESSES: CONCEPTUALIZATION CONCEPTS AND PRINCIPLES OF OPERATION

This article deals with the nature of existing

approaches to the interpretation of the concept «network

business structure»and its author proposed definition. Attention is focused on the competitive advantages
of network operation businesses, their role in the development of national economy and national businesses.
The classification of network businesses, analyze the competitive advantages and disadvantages of network

forms of business organization.
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In Ukraine, began the rapid development of in-
novative forms of business organization, initiated
process of businesses that operate on the basis of
networking and administrative integration. In the
mid-80 th century. in the developed world was re-
corded a new type of business structures, which are
called network structure, and today we can say that
these structures in certain sectors of the economy
Ukraine occupy an important place enough. The
emergence of the phenomenon of network organiza-
tion of economic activity due to increased compe-
tition in the market of producers and consumers,
accelerate the process of updating technology not
only in manufacturing but also in the management
of economic activities.

Creating business networks promotes regional
trade consumer markets, creating new jobs, attract-
ing investments in areas more rapid dissemination
of innovation and improving the quality of services
provided to the population. In addition, the study
features a network model of spatial organization of
the economy and the functioning of specific network
businesses directly related to the problem of improv-
ing the efficiency of business.

The need for research raised issues related to
insufficient study of the theoretical and practical
aspects of the mechanism of formation and develop-
ment of these networks, evaluation of their role in
the development of certain areas and in the process-
es of modernization and structural transformation
of the economy. Actual research questions include
theoretical plane study the nature of economic oper-
ators, in practice, to identify ways to improve their
competitiveness.

Global science now actively exploring the phe-
nomenon of the formation of entrepreneurial net-
work structures among foreign scientists research
interest K. Altera, K. Imayi, Ya. Yohansona, M.
Kastelsa, U. Lauella, A. Larsona, Dzh. Linkolna, R.
Maylza, X . Hakansona et al. Problems of network
structures, the factors that contribute to the unifi-
cation of individual companies in the network and
assess their competitive advantages are investigated
in scientific studies of domestic scientists, including
0. Bannyh, O. Makovoz, O. Moroz, T. Pasichnyk, O.
Sorokivskoyi et al.

The purpose of the article is study the nature,
specificity and competitive advantages of network
businesses.

In academic circles, there are many views on the
definition of the essence of «businesses»as a net-
work.

Note that the network is the basic concept of
network economy. Network model of the economy
can be viewed from two perspectives. The first is
based on the principles of network economy, which
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includes the economic activities carried out by elec-
tronic or digital communications network in various
economic sectors. This activity involves the use of
current resources of the Internet and the develop-
ment of electronic business, in particular electronic
commerce («e-commerce») [28].

Another approach related to the corporatisation
of the economy, which includes operation of inte-
grated forms of business organization on the basis
of network organization. The essence of the network
approach in this case is to replace the multi verti-
cally organized hierarchies and specialized business
units whose activities are coordinated by market
mechanisms, clusters of companies and other eco-
nomic entities seeking to expand horizontal connec-
tions by bringing new elements capable of communi-
cative within the network [5].

Group of business associates, related joint activi-
ties that create their own network channels (often
informal) information exchange to enhance mutual
trust form a business network. Since ancient times
in all economic systems business network existed in
different forms and in different ways called.

Ukrainian legislation does not interpretation of
the term «business networksor «entrepreneurial
network». Accordingly, economic and legal defini-
tion and the economic rationale of the functioning
of entrepreneurial networks as integrated structures
virtually absent. Often seen in the scientific litera-
ture associating and sometimes identification of
business networks with network structures such as
entrepreneurial networks, clusters, alliances, hold-
ings, corporations, corporations, conglomerates,
retailers and taking into account industry specifics
used common name — «integrated corporate struc-
ture «(ICS). However, the problem remains that de-
spite numerous studies of various forms and func-
tions of networked businesses unity in the definition
of the concept is not.

Table 1 highlighted the concept of network
«business structure»and different methodological
approaches to determining the nature, revealing
features of the functioning of the structures and
principles of their organization.

First, from the analysis of scientific publica-
tions, we can conclude that there are different in-
terpretations of the term «network». It should be
noted that the above formulation in this or another
way to focus on specific relationships between enti-
ties and the ultimate aim of their creation, includ-
ing improving business processes.

In our opinion, the business network (network of
entrepreneurial, business structure) — an association
of businesses still — or divers specialization, charac-
terized by a common financial and economic inter-
ests of participants whose activities are determined
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Table 1

The essence of the concept «network business structure»in the approaches of different authors

AUTHOR

THE ESSENCE OF THE CONCEPT

Castells M. [11]

Network structure — a set of connected nodes, the specific content of which depends on the nature of
a network structure.

Patyurel R. [18]

Network structure — a network with its nodes and links, which is formed in order to achieve goals
according to the needs and expectations of business partners and conjuncture.

Kavun 0.[10]

Entrepreneurial networks — a new complex form of interaction between entities that will combine
their resources and business activities in order to create additional competitive advantages in the
market by implementing management decisions in the form of specific projects.

Bulba C. [5]

Entrepreneurial Network — an association of businesses one or divers specialization, characterized
by a common financial and economic interests of participants whose activities are determined by the
concentration of capital, localization efforts of each link on a certain segment of the development,
coordination leverage internal financial and economic mechanism to achieve these goals, common
interests of the owners of capital.

Bal-Vognyak
Terersa [4]

Network as an organization — a self-organized structures (less formal than a hierarchical structure)
have resorted to solving coordination problems that are likely to be accepted by all the participants
at the expense of obtaining a synergistic effect. Networks generate additional value compared to the
number of effects of individual actions.

Holoshubova N. [17]

Distribution network — a set of one or various business units engaged in retail trade under the same
brand, with corporate strategy, a single point of management, coordination and control their own
distribution warehouse from which the business units that make up the association.

Davidova Ye. [17]

Network — a group of business units, working together, focused on improving business processes,
gain competitive advantage and achieve a common goal.

Barvinov V.
Gmurov D. [3]

«... a network called special organizational structure of local administration interaction. The main
elements are «nodes»(the company or the objects) and relations between them (arcs). «

Ahtenhagen L. [24]

«under ideal network organization refers to an organizational type, which is characterized by loosely
coupled network structure fundamentally equal and independent partners.”

Matyushok B. [12]

Network structure is considering as part of a network economy or «as a form of economic activity,
based on the global electronic environment with predominance as the most important elements of the
productive forces, knowledge and information, and accelerated dynamics of supply and demand.»

4 R
ADVANTAGES OF NETWORK FORMS OF BUSINESS ORGANIZATION
. 7
| | |
INFORMATION:
FINANCE: SCIENCE AND
-Free  exchange  of TECHNOLOGY:
-Obtaining  synergies; information between all
-Reduction of network m-embers and - Involvement of a
transaction and consumers of goods / wide network of
management costs, services; compatible research
their rational structure, - Lack of information projects;
increasing revenues; distortion by minimum - The rapid spread of
-New opportunities for number of know-how and
investment and capital intermediaries or their technologies among
for further expansion. absence; the network
- Stability information members.
links.
MANAGEMENT:
MARKETEING: - Attraction to the best partners,
excluding the use of incompetent
- Increasing the overall capacity of performers;
the network marketing; - Coherence of the network;
- Adaptive network to changing - Focus on priority areas of
conditions, rapid response to specialization;
changing  market  conditions; - Avoid duplication of work force
- Creation of a single market; and facilities;
- Expanding geographical - Strengthen positions of each
presence; member of the network by
- Compatible marketing projects. network support;
- Increase flexibility and ability to
efficiently perform a task.

Figure 1. Benefits of network businesses.
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by the concentration of capital, localization efforts
of each link on a certain segment development, co-
ordination leverage internal financial and economic
mechanisms to achieve these goals, common inter-
ests of the owners of capital.

Of course, the network form, like any other form
of economic activity has its advantages and disadvan-
tages. For example, Meteleva Ye. notes that «... be-
cause the network is based on horizontal interactions
indefinitely large number of participants, the objec-
tive existence of network organizational structure is
in receipt of benefits by all members of the network
«and «benefits from participating in the network are
distributed more or less equally among all its members
«[15]. The network form of organization provides all
network members collectively and each individual par-
ticipant increased flexibility and the ability to quickly
perform tasks optimal or close to optimal way.

According Yuldasheva O., Kateneva V., Polonsky
S. [ 29] the main factor that led to the rapid develop-
ment of a network of business was that hierarchical
forms could not withstand the new market realities,
including accelerated development of science and
technology and information technology, the need for
rapid innovation, more individualization of consum-
er needs. The main factors of stability and efficien-
cy of the network are: stability information links
(presence of general network information resource
that quickly replenished ) coherence of the network,
availability and performance of on standards, trust
between members of the network or intranet corpo-
rate culture. In the studies focuses on the fact that
the most important factor for success is to maintain
trust between network members and the corporate
culture within the network.

In his Stewart T. argues that «the company net-
work structure is able to self: people grouped around
projects to be implemented»[25]. This same idea fol-
lows Meteleva Ye. which emphasizes that «the key
features of network structures is their reproducibil-
ity, no strongly pronounced depending on the com-
position of the participants» [15].

Working on various sources of scientific re-
searchers [8, 18, 19, 20, 21, 24, 25, 26, 28] to the
development of networked businesses, they can
prove the following advantages (Fig. 1).

Despite the many benefits of network forms of
business, the researchers also point out shortcom-
ings and negative aspects of their development:

- the growth of monopoly and less competition in
the market;

- reducing the efficiency of the absence of clear
objectives consolidation of the network and slow
decision-making procedures for its significant ex-
pansion;

- increase dependency constraints conduct by fur-
ther loss of independence now;

- reducing the flexibility of management;

- blurring the boundaries between organizations
due to complications of relationships between net-
work members;

- increase transaction costs as a result of in-
creased investment in maintenance and development
of inter-firm relationships that may be ineffective .

Given the existing problems and shortcomings of
network forms of business organization, Zykov O.
states that: «... organizations need network efficien-
cy of logistics management techniques that enable

. reallocate resources based on economic feasibil-
ity, add a network structure stability based on a
clear definition of the roles of logistics and inter-
connectivity» [8].
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Entrepreneurial network as complex structures
can be classified by a number of grounds:

- the nature of relationships: hierarchical asso-
ciations, non-hierarchical associations combined as-
sociation;

- the level of diversification of participants: high
— more than 5 activities Average — AR5 activities,
low — up to 2 activities;

- the nature (type) diversification of partici-
pants: participants of related diversification, unre-
lated diversification of participants;

- the scale of activity: local, regional, national,
international (world);

- the purpose of creation: strengthening market
position due to expansion, focusing on the perfor-
mance of basic functions and implementation of key
competencies a particular project, the implementa-
tion of which has medium and long-term partner-
ships to pool resources, partnerships to exchange
(transfer) key competencies;

- the creation of the term: long-term strategic
alliance (long-term strategic alliance), medium-term
partnership, joint efforts of members to implement
a specific project.

- for the functioning members: intra-network;
intercompany network.

- by sector of activity: shopping network, infor-
mation network, logistics network, intelligent net-
work, online banking, hotel chains, municipal net-
works.

The spread of business networking is the answer
to the demands of the present, because its beneficial
effect they are more effective than other forms of
functioning businesses.

Today, the economic activity is intensive develop-
ment of network relations, and in spite of this, the
company is slowly accumulating potential inherent
in a networked economy, do not develop the experi-
ence, focused on innovative problem solving, slight-
ly used control opportunities and self-regulation.
Achieving sustainable competitive advantage, which
is supported and developed by the integrated inter-
action of independent business units that are the
foundation of strategic management in networked
business structures. One of the tasks of forming col-
lective competitive advantage of network businesses
over all other market players are management pro-
cesses, rather than individual features. If the num-
ber of businesses starting their activities through
voluntary and sustainable cooperation, such coop-
eration takes the form of joint ventures, franchising
schemes, various contract and sub-contract relations
and other integrated organizations where actions
are planned and managed together.

Different aspects of networked businesses inves-
tigates domestic and foreign scientists

Analyzing the above views of scientists formu-
late a list of competitive advantages of network
business structures:

1. The system of long-term cooperative interac-
tions formally independent entities, based on the
joint use of resources, especially the system of val-
ues and organizational and managerial interactions
characterizing network business structure;

2. Independent individual businesses have the
chance to function as part of a powerful economic
structure, method of integration strategy if become
members of the network business structure;

3. Network organization can be formal, that has
a certain structure, and informal — little or unstruc-
tured . In all cases, the basis for the existence of a
network is the ability to quickly establish the right



Bicuux OHY imeni I. I. Meunuxoea. 2013. T. 18. Bun. 4/2

Table 2

Actual questions of research networking business structures

AUTHOR

FORMATION OF ISSUES

Batkilina G.
Gahokidze G.

[2]

Focus our attention on:

- the problem of effective cooperation of large enterprises with small, successful participation in the
restructuring of the past several sectors of the economy that is becoming increasingly important with
the development of market relations;

- the need to establish effective business partnership of entities caused by the peculiarities of the cur-
rent stage of development of the global and domestic economy: the globalization of economic systems,
the increasing openness (accessibility) markets, limited resources, the introduction of the business
practices of information technology, constantly updated. Considers that these circumstances create con-
ditions and simultaneously require a new level of adaptability to rapid changes in business market.

Makarova I. [13]

Entrepreneurial networks are characterized by

- binders goals,

- high degree of interconnectedness of the structural elements
- coherence strategy,

- the relationship of the internal environment.

Patyurel P. [18]

Stresses that «much organizational structure giving way to network systems that reflect the rela-
tionships between elements of the internal and external environment of enterprises. Operation mode
network provides new competitive advantages. Strategic network management can reduce costs and
increase revenue, provide quick response on replacement conjuncture «

Pasichnyk T. [22]

Emphasising systemic predictors of entrepreneurial networks and notes that in the last decade of XX
century. in a developed economy has been actively used system integration as a new line of partner-
ships in the rejection of a purely hierarchical systems of organization and management for flexible
partnerships.

Masliennikov V.
[14]

Assessing the impact on the integration of businesses on the state of the economy, leads to the conclu-
sion that the depth of integration partners in economic relations is one of the most important signs of
maturity of the market economy. In fact, the integration process can create-process communication,
coordination main elements of the technological chain, investment focus limited resources on priority
areas of development.

Kastels M. [11]

Considers that the network form of business organization to quickly adapt to external conditions
change. It too are many large multinational corporations to adapt to the variability of the global econ-
omy, maintaining competition. According to scientists, the company is experiencing network dissemi-
nation of organizational culture that has not claimed to be the dominant, but the efficiency is higher
than the current hierarchy . Network structures are created on the initiative of the owners of capital,
which form the conceptual tsilevyznachennya creating their projects under the networked organization.
Distinguish different types of networks: network of global financial flows, network media and others.

connections to accelerate the inclusion of market
processes.

4. Competitive advantages of each partner ( even
small ) by complementarity form a new competitive
network businesses in general ( multiplier effect and
synergy).

5. Implementation of the principles of coopera-
tion, specialization, division of rational functions in
network integration creates conditions for sustain-
able development of network participants structures
of flexible market policies .

6. Domestic and foreign markets business net-
work structures are formed according to the princi-
ples of co-operation, co-ordination of inter-farm re-
lations, specialization of each participant network.
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Ilyasx C. JI.
Kir JI. 3.

IHcTuTyT perionanpHuUX mociaimxkens HarmionanpHOl akageMmii HAyK YKpaiHu

MEPESKEBI BIBHEC-CTPYKTYPU: KOHLJEITTYAAI3ALLIS TTOHSITD
TA 3ACAA ®YHKLIOHYBAHHS

Pesrome

Y cTaTTi POBKPUTO CYTHICTH iCHYIOUMX MiAXOMiB IO TPAKTYBAHHS IIOHATTA «MepeKeBi 0idHec-CTPYKTypHU»Ta 3a-
IIPOIIOHOBAHO HOr'0 aBTOPChKE BU3HAUYEHHs. AKIEHTYEThCA yBara Ha KOHKYPEHTHUX IepeBarax PyHKI[IOHyBaHHSA
Mepe’rKeBUX MHiANPUEMHUIBKUX CTPYKTYD, IX POJIi Yy PO3BUTKY HAI[IOHAJIBHOI €KOHOMIKM Ta BIiTUM3HSIHOTO
OiAIPUEMHHUIITBA. 3aIPOIIOHOBAHO KJacH(piKalliio mMepekeBUX O0i3HEC-CTPYKTYP, AHAJIIBYIOTHCS KOHKYPEHTHI
mmepeBaru Ta HeJOJiKU MeperkeBoi hopMu opramisaiiii 6isHecy.

KarouoBi cioBa: MeperkeBa eKOHOMiKa, MepeskeBi 6i3HEC-CTPYKTYpU, KOHKYPEHTHI IepeBaru.

MMyasi C. JI.
Kur JI. 3.

HMHCcTUTyT pernoHaNbHBIX HcciaeqoBaHUYE HanmonanbHON akageMuu HAyK Y KPAWHBI

CETEBBIE BUBHEC-CTPYKTYPbI: KOHUEIITYAAM3ALIMS TTOHITUN
M OCHOB OYHKLUMOHMPOBAHMSA

Pesiome

B craThe pacKphiTa CyI[HOCTD CYII[€CTBYIOIUX IIOAXOM0B K TPAKTOBKE IMOHATUA «CeTeBble OM3HEeC-CTPYKTYPhI» 1
IPE/JIOMKEHO ero aBTOPCKOE ompeesienre. AKIEHTUPYEeTCA BHUMAaHUe HA KOHKYPEHTHBIX IPeUMYIIecTBax (PyHK-
IMOHMPOBAHUSA CETEBLIX IPEAINPUHUMATE]LCKUX CTPYKTYP, UX POJIM B PA3BUTUN HANMOHAILHON SKOHOMUKU U
OTEUEeCTBEHHOTrO IpeAlNpUHUMAaTeNbCTBA. IIpenioskeHa KiaccuuKaius CeTeBbIX OM3HEC-CTPYKTYD, aHAIU3UPY-
eTCs KOHKYDPEHTHBIE IIPEeuMYIIleCTBa U HeJOCTATKU CeTeBOi (DOPMBI OpraHu3anuu Ou3Heca.

KaroueBbie cioBa: ceTeBas 9KOHOMUKA, CETeBble OM3HEC-CTPYKTYPHI, KOHKYPEHTHBIE IIPEUMYII[eCTBa.



