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Tab.1 Small tourism business in Ping’ an village
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Relationship and Institution: Small Tourism Business Embedded in Local Social Networks

WEN Tong', SU Xiaobo
(1. Department of Tourism Management, School of Management, Jinan University, Guangzhou 510632, China,
2. Department of Geography, University of Oregon, Eugene 97403, U.S.)

Abstract: Built upon the theory of social embeddedness, this paper analyzes the development of small
tourism enterprises in Pingan Village, Longji, Guilin, and reveals how non-economic factors, including
local social networks built upon relationships and institutions, shape tourism business. Social
embeddedness of economic activities emphasizes the harmony among the motivation, expectation and
operation of the enterprises. Furthermore, the theory explains the reasons that the individuals embedded
in local social networks pay more attention to long-standing relationship than economic profit. In this
condition, the balance between economic goals and social goals leans towards the latter. Enterprise
operators turn to trust and reciprocity in order to maintain stable social relationships. Specifically, small
tourism business operators embedded in local social networks would give more weight to collective
economic benefit rather than their own profit. This decision indicates that rational economic actors in
the market can choose non-optimal business strategies. The paper also finds out that small business
operators strategically translate strong social relationships into business advantages in order to expand
cooperation with external partners. This expansion reflects a dialectical relation between social
relations and economic activities, giving rise to localized institutions that boost and regulate small
tourism business. We argue that the factor of relationship is very important to small tourism business by
restraining business operators’ rational choice and encouraging them to share profit with other
members in the same social networks. The relationship—institutional dialectic is twofold. First,
relationships underpin the institutional arrangement of small tourism business in order to sustain a
tourism market through which everyone can make profit. Second, economic operators endeavor to
maintain stable social relationships and to achieve the goal, equality replaces efficiency as the primary
logic in the market. Hence, stable relationships in social networks strengthen the institution of business
operations, even though this might result in the loss of economic profit in some cases. Our paper sheds
light on how the relationship—institution dialectic reveals the social embeddedness of small tourism
business in local social networks. In sum, institution is the solidification of relationship, relationship is
the goal of institution in social networks.
Keywords: embeddness; social networks; relationship; institution; small tourism business
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