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Abstract Because small and medium-sized businesses lack capabilities and resources, they must effectively
procure, share, and utilize scarce resources from outside, and as a result, the importance of networks with
external organizations is gradually increasing. In this study, we verified the influence of small and
medium-sized enterprises' network capabilities and network characteristics on market performance and
financial performance. As a result of testing the hypothesis through a structural equation model, network
capabilities were found to have a significant partial impact on financial performance, and all sub-factors of
network characteristics such as strength, size, and diversity were found to affect financial performance.
Additionally, network capabilities and network characteristics were found to have a significant partial effect on
market performance. Market performance was found to have a partial mediating effect in the relationship
between network capabilities and financial performance, and a partial mediating effect in the relationship
between network characteristics and financial performance. Unlike previous studies, this study simultaneously
analyzed the impact of two factors, network capabilities and network characteristics, on corporate
performance and presented a new research perspective by analyzing the mediating effect of market
performance, which is recognized as a leading factor in financial performance.
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Table 1. The characteristics of samples

Categories Fre. Ratio(%)
Male 351 87.8
Gender Female 49 12.2
Under 30's 65 16.3
Age 40's 177 442
50's 133 33.2
Over 60's 25 6.3
High school diploma 30 7.5
) Bachelor's degree 261 65.3
Education Master’s degree/ Doctoral
109 27.2
degree
CEO 233 58.2
Position Exgcutives 59 14.8
Director 30 7.5
Manager etc 78 19.5
Manufacturing 118 32.0
Service industry 135 33.8
Sectors - -
Wholesale and retail business 137 349
etc
Less than 3 years 74 18.5
Star‘;—up More than 3 years and less 0 275
period than 7 years
More than 7 years 236 59.0
Less than 1 billion won 121 30.2
More than 1 billion won and
Sales less than 5 billion won s 193
volume More than 5 billion won and
less than 10 billion won 5 137
Over 10 billion won 107 16.8
Total 400 100.0
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Table 2. Operational definition of variables

Factor Variable Definition of Variables Measurement item Hreezeling
research
The ability to make the -Analyze what you want to achieve with your partner
Coordination | relationships between companies | ~Analysis of partners' goals, potential and strategies
(NCO) and individuals within the network| ~Deciding which partner to build a relationship with
complementary -Regular discussions with partners on mutual support measures
—Ability to build good relationships with partners
Relationship | Communication skills between | ~The extent to which issues are considered from the partner's
skills companies, skills to control point of view
(NCR) disagreements and conflicts | -Degree of flexibility in dealing with partners
—How constructively you solve problems with your partner
~Awareness of Partner's market
Network Ability to acquire and manage | ~Awareness of partner's product/service [20],
o Partner . ) : . '
capabilities information related to suppliers, | -The degree to which you understand your partner's strengths [43],
knowledge )
(NC) (NCP) competitors, customers, etc. and weaknesses [44]
within the network ~How well do you understand your partner's potential and
strategy?
-Frequency of project-related meetings among company
) ) . employees
Expression skills and cooperation ! .
! ) —-Dynamics of executives and employees, degree of
Internal to cultivate effective L .
< o . iy communication among executives and employees across
communication | organizational learning capabilities . :
; ) ’ projects and topics
(NCC) in relationships between
’ o —-Degree of mutual feedback between company employees
companies within the network ; ;
-Degree of voluntary exchange of information among company
employees
Strength Strength of Interconnections —Average contact frequency with partner
between organizations
Network Size Sﬁe;ng size of the netyvprk in —Number of partners in contact [ig]‘
characteristics which the company participates [46],
The varying degrees of types of [47]
Diversity networks in which a company | ~The number of network types the partners are in contact with
participates.
Customer Achievement in expanding the )
o .| ~Increase in number of customers
performance | market by acquiring customers in Inorease in market share
Market (CP) the market [39],
performance Image and Performance that combines | ~Corporate image level [48],
(MP) Recognition  |corporate image performance and | -Improve corporate image [49]
Performance brand image performance of | —Product/service brand image level
(IRP) products and services ~Product/service brand image improvement
Indicator that quantitatively -Yield improvement
Financial performance measures business performance | -Satisfaction level of yield [39],
(FP) based on accounting information | ~Money flow improvement [49]
and financial statements —Asset growth

Table 3. Results of exploratory factor analysis and reliability analysis on network capabilities

Variable Measurement item NCO NCR NCP NCC Cronbach's
NCO1 .769
Coordination NCO2 730 843
(NCO) NCO3 .690 '
NCO4 .688
NCR1 783
Relationship skills NCR2 737 840
(NCR) NCR3 AN ’
NCR4 .668
NCP1 .785
Partner knowledge NCP2 784 876
(NCP) NCP3 .760 :
NCP4 667
NCC1 .825
Internal communication NCC2 812
(NCO) NCC3 .800 879
NCC4 744
NCC5 .661
Original Value 2.773 2.774 2.868 3.480
Variance(%) 16.312 16.315 16.869 20.471
Cumulative Variance(%) 16.312 32.627 49.496 69.967

KMO = 0.924, Bartlett's x?=4020.256, p=0.000
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Table 4. Results of exploratory factor analysis and
reliability analysis on market performance
and financial performance

2R Cronbach’s
Variable ment CP IRP FP oz
item
CP1 .869
| cr2 | 760 875
IRP1 .848
MP
IRP2 .834
IRP IRP3 .820 886
IRP4 783
FP1 .869
FP2 .803
FP FP3 .770 870
FP4 675
QOriginal Value 1.842 3.064 2.832 -
Variance(%) 18.420 | 30.641 | 28.318 -
Cumulative Variance(%)| 18.420 | 49.061 | 77.379 -
KMO = 0.851, Bartlett’s x2=2755.040, p=0.000
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IFI=0.892, CFI=0.954% 4~& 73t A= A5=Q1 A
O = YehgT

O
:.i.‘

[¢]

=

=
= ©

Table 5. Results of confirmatory factor analysis and
goodness of fit of measurement model

Measur
Variable | ement | SRW S.E t(C.R) Pt SMC
item
NCO1 | 1.000 - - - 725

NCO2 | 1.027 | .051 |20.200 | .000 728

NCO NCO3 | .692 .060 | 13.744 | .000 AN
NCO4 | 912 .069 | 15.456 | .000 492
NCR1 | 1.000 - - - .630
NCR NCR2 | 1.069 | .077 |13.852 | .000 .546
NCR3 | 1.085 | .076 | 14.280 | .000 .681
NCR4 | 1.054 | .072 | 14.739 | .000 .622
NCP1 | 1.000 - - - .675
NCP NCP2 | .924 .064 | 17.056 | .000 .600

NCP3 | 1.001 .066 | 17.936 | .000 .648
NCP4 | 1.114 | .062 | 17.871 | .000 .644

NCC1 | 1.000 - - - 444
NCC2 | 1.156 | .085 | 13.534 | .000 .606
NCC NCC3 | 1.102 | .077 |14.297 | .000 .696
NCC4 | 1.098 | .077 |14.257 | .000 .691
NCC5 | 1.077 | .081 |13.362 | .000 .687

cp CP1 1.000 - - - .687

CP2 1.093 .065 ] 19.801 | .000 .880

IRP1 1.000 - - - .752

IRP IRP2 | 1.042 .065 | 19.085 | .000 .633

IRP3 .862 .044 1 19.756 | .000 .663

IRP4 873 .046 | 19.108 | .000 .634

FP1 1.000 - - - .643

FP FP2 1.008 .065 | 15.599 | .000 .590

FP3 1.084 | .065 | 16.679 | .000 .679

Goodness x?/df=1.970, RMR=0.043, RMSEA=0.049, GFI=0.897,
of Fit AGFI=0.866, TLI=0.954, NFI= 0.911, IFI=0.892,

CFI=0.954
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A=A

ojZfgt A= YEHA IFY Y] 717 F8849
23, BA7&, SEURA], WRIAIASEO] 247 A7
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olA HIERA o] H] 71A] FA 84S TESHA] &
84 Hato] Ay Foi HIAATLLY #AE +9
Walter et al.(2006)9] A3 AH2012} Zfo]7} it W
A3 A FolA = 7 HEH LY oARAE9] 7|&0]
85 o]2|3t Ais 3}k Aol AT} ol

o
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Table 6. Result of hypothesis test on direct effect

A
A= Aol g7 G2 A0 & FEHI GEHA AL THE
Hete] g9 9 fEY Y JUS atH 0 g g85t7] 9
gt AAz7 SR gt o]k 8.2lo] AR/ Tto] &
HA 0 &2 JFE AT QISR = g 02 o4
=t

=4, VIEQA ST A543 2t AHET A5
T2 Ao HEHFY AL, i, TS BT
] foRt A1 dFE A= 2R UE
o}, o]2fgl A= APATet WS Zolst= A
EQF BRI A%, 5, tHdol =od AR
Al EoRdth= A& 9ugltt.

A, MED Fga AT 7k 7HE HS A
A7et WA 1AL} o] || R Q1A A o}
o BF Rogt AHY FFE vA= A& UEA,
233 SFEUX| A2 1479} ofm|AQIRA =T B
ol fo3r Y= vIXA s A= YERTh o)y
St ATR= oA AFTE Walter et al.(2006)2] Al A+

i

i
18 = R 2

i)

. Path
Hypothesis Path Coefficient S.E CR p Result
H1-1 NCO — .072 .092 .789 430 Reject
H H1-2 NCR - Fp .140 .045 3.102 .002** Accept
H1-3 NCP - -.115 109 -1.048 .295 Reject
H1-4 NCC - .249 .075 3.314 .000** Accept
H2-1 Strength — .250 .081 3.089 .002** Accept
H2 H2-2 Size - FP .035 .016 2.210 .027* Accept
H2-3 Diversity - 242 .071 3.416 .000** Accept
H3-1 NCO - .046 109 425 671 Reject
H3-2 NCR - cp .355 072 4.920 .000** Accept
H3-3 NCP - =172 131 -1.315 .189 Reject
3 H3-4 NCC - .202 .073 2.767 .006** Accept
H3-5 NCO - -.092 .081 -1.138 .255 Reject
H3-6 NCR - IRP .343 125 2.735 .006** Accept
H3-7 NCP - -.001 .097 -.006 .995 Reject
H3-8 NCC - 222 .077 2.900 .004** Accept
H4-1 Strength — .253 .093 2.709 .007** Accept
H4-2 Size - CP .047 .019 2.470 .013* Accept
Ha H4-3 Diversity - 223 .083 2.696 .007** Accept
H4-4 Strength - 179 .070 2.571 .010* Accept
H4-5 Size - IRP .009 .014 673 501 Reject
H4-6 Diversity - .031 .061 506 .613 Reject
5 H5-1 CP - rp .631 .069 9.153 .000** Accept
H5-2 IRP - .086 .036 2.388 017* Accept

* 40,05, ** p(0.01
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Table 7. Results of hypothesis verification of mediating effects of market performance

- > : :

sttt Path Indirect Effect ungr Ecr:;?denclz \I,C:?nilit 0 Result
H6-1 NCO — — .029(.080) -.089 183 .528 Reject
H6-2 NCR — cp — .224(.109) -.088 347 .075 Reject
H6-3 NCP — — -.108(.092) -.296 .061 .235 Reject
H6-4 NCC — — .127(.071) -.057 .236 109 Reject
H6-5 NCO — — -.008(.012) -.058 .008 .335 Reject
H6-6 NCR - IRP - .029(.009) -.039 103 .022* partial mediation
H6-7 NCP — — Ep -.000(.011) -.024 .021 .943 Reject
H6-8 NCC — — .019(.007) -.027 .073 .041* partial mediation
H7-1 Strength - — .159(.055) 052 277 .004** partial mediation
H7-2 Size - CP — .029(.012) .008 053 .005** partial mediation
H7-3 Diversity - — .141(.064) -274 .026 .020% partial mediation
H7-4 Strength - — .015(.008) -.023 .050 .043* partial mediation
H7-5 Size — IRP — .000(.002) -.001 .006 444 Reject
H7-6 Diversity — — .002(.007) -.006 .025 446 Reject

*{0.05, ** p¢0.01
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