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Microstructure and Dynamic Polarization Effect of the Competition Field of the
Interlocking Directorates Network
JIN Yu-fang' , ZHANG Xiang-jian®>, XU Jin’
(1. School of Management, Fudan University, Shanghai, 200433, China;
2. Institute of Finance and Economics, Shanghai University of Finance and Economics,
Shanghai, 200433, China;
3. Socio-Science Research Center of MIT, Boston, USA)

Abstract;In the era of competition of relationship networks , interlocking directorates network , which is embed-
ded in the social, cultural and institutional background and has the characteristics of nepotism governance,is an im-
portant factor affecting the competitiveness of enterprises. In the relationship-oriented social structure in transitional
China, the interlocking directorates are common in enterprises,and have deeply influenced the survival and develop-
ment of corporations. Many companies hire famous experts, scholars,and industry celebrities in their boards of direc-
tors. The interlocking directorates based on the social elites not only facilitates the communication between corpora-
tions , but also integrates the social resources and plays an essential role in the development of enterprises.

Breaking through the generalization of empirical research and static analysis paradigm, this study uses the
framework based on system dynamics to study the microstructure and link mechanism of the interlocking directorates
network , reveals the diffuse process and internal mechanism of information and competition potential in the interloc-
king directorates network. This paper also discusses the dynamic evolution characteristics and the operation mecha-
nism in the competition field of interlocking directorates network,and builds the competition field theory about the
interlocking directorates network.

The study has drawn several conclusions. (1) The competition field of interlocking directorates network forms a
“core-edge” structure by nodes, relationships, and resources. The core enterprise dominates the association model
and interest structure of interlocking directorates network , and is able to control the flow of value,information and
resource. (2 ) Based on different microstructure features and the interaction between elements,the competition field
of interlocking directorates network shows a typical “wave-particle duality”. The connection between the network of
directors has discrete and continuous features, and the network of chain directors is the unity of “mnode” and
“flow”. (3) The interlocking directorates network plays the role of coordination and control through the information
diffusion and exchange , cooperation and rules between enterprises. The main purpose of the chain of directors is to
strengthen the competition field of the interlocking directorates network, and achieve resource access,risk aversion
and supervision and control functions. (4) The competition field of interlocking directorates network will produce dy-
namic evolution of contraction, turbulence, consolidation and expansion, and the resources and opportunities are
gathered to the core enterprise through polarization effect.

This study has several contributions to the literature. First, it extends the research on interlocking directorates
network and social capital. Through studying microstructure and link mechanism of the interlocking directors net-
work and revealing the characteristics of the network governance mode of the chain directors, this paper expands the
cross fields of corporate governance, director network and social capital. Second, this study establishes the theoretical
framework of the competition field of interlocking directorates network. Based on the idea of “competition field” , this
paper studies the elements and modes of the chain network of directors,and puts forward the “wave-particle duali-
ty” of the competition field of interlocking directors network. Finally,this paper proposes a model of dynamic evolu-
tion of the network of interlocking directors. This paper studies the dynamic polarization effect of the chain network
of director on the resources and market opportunities,and reveals the dynamic evolution law in the competition field
of the chain director.

This study not only contributes to deepen the understanding of the interlocking directorates network structure ,
but also helps enterprises to establish a more effective developing strategy,in order to promote the enterprise compe-
tition ability.

Key Words:interlocking directorates network ; competition field; link structure; dynamic polarization effect
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