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Abstract: 

In the last few decades, many SMEs (small and medium-sized firms) have successfully 
set up activities beyond their home markets (Ruzzier, Hisrich and Antoncic, 2006) by 
being capable of accessing rare and valuable resources through social network 
relationships (Coviello and McAuley, 1999, cited in Pinho, 2011). In this context, still, 
relatively little is known about how such relationships are developed and managed 
(Gedajlovic, Honig, Moore, Payne and Wright, 2013). 

This thesis tries to cover this gap by understanding how sales agents and distributors 
(i.e. intermediaries) create their own social capital, within the context of the 
internationalisation process of SMEs. Therefore, social capital is used as the main 
theoretical framework, but also the network approach within the internationalisation 
process of firms offers an interesting contextual insight for this study. 

In order to gain value and depth of understanding, intermediaries specifically chosen 
have been questioned using semi-structured interviews, and their accounts analysed 
using an inductive research design approach. The analysis is concentrated on the 
intermediaries’ individual and personal interactions with the foreign SMEs. 

The results obtained show how important relationship building is when intermediaries 
create their own social capital in relation to their clients. Four high-order concepts 
appeared to have an impact on how relationships are being built. The models of social 
capital formation presented by Nahapiet and Ghoshal (1998) and Kostova and Roth 
(2003) inspired this finding, as those models predict that certain factors and 
conditions influence the creation of social capital. Here, the four conditions discovered 
are: accessibility, opportunity, motivation, and reputation. In addition, the results 
indicated that intermediaries develop two main types of relationships with their 
clients: partnerships and ‘buying and selling’, which in turn, match the two main types 
of social capital: bonding and bridging.  

This study supports the idea that in order to create and sustain social capital there is a 
need for exchange among social actors to occur, and intermediaries play a central role 
in the context analysed here. The different facets and dimensions of social capital may 
facilitate (or hinder) the development of relationship building by affecting the four 
conditions necessary for social capital to be created. Thus, intermediaries should be 
aware of what consequences the social capital dimensions have on the resulting social 
capital, as it is crucial for them to have diverse networks and social relations. 

Keywords: Social capital, relationship building, networks, intermediaries, sales 
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1 INTRODUCTION 

Relationships are an important part of everyone’s daily life, and this is also true for 

sales agents and distributors. In this introductory chapter I will try to explain what is 

the background story, or in which context these figures become relevant within the 

internationalisation process of smaller firms. Explaining what are my motives for 

studying this particular topic and what is the gap I am trying to fill in within social 

capital studies will be presented next under the ‘aim’ section. There are some key words 

related to this particular study that will be clearly defined to avoid any 

misinterpretations throughout this thesis. Then, certain delimitations are also pointed 

out to make sure what this study is not going to touch upon. Finally, an overview of the 

whole thesis is presented to ensure that the reader is able to follow the different 

chapters and sections in a logical manner. 

1.1. Background 

The rise of the post war globalisation, which accelerated in the 1980s and 1990s, 

brought critical changes in terms of economic, technological and social conditions (e.g. 

increasing availability of international financing opportunities, increases in efficiency 

and sophistication of international communications and transportation, harmonisation 

of international law and business practices, strengthening of intellectual property 

rights, international mobility of human capital). Before, firms had to be firmly 

established and large in order to overcome the challenges of internationalisation, but 

nowadays many more firms internationalise, while staying quite small, as the 

possibilities for networking and expanding through partnerships grow. These 

developments offer new opportunities, new entry points into the global economy, and 

new pathways for international expansion. (Mathews and Zander, 2007; Oviatt and 

McDougall, 2005) 

Despite these new opportunities for smaller firms, recent research has shown that these 

firms face certain internal limitations when trying to internationalise. The study 

conducted by Julien and Ramangalahy (2003, cited in Sousa and Bradley, 2009) on 

SME’s (small and medium size enterprises) lack of involvement and success in 

exporting, shows that these firms have a limited ability to acquire the necessary 

information and knowledge about foreign markets. Similarly, Jaffe and Pasternak 

(1994) observe that the major deterrents to exporting are internal factors to the firm, 
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for example, the lack of knowledge about how to internationalise, rather than external 

factors such as trade barriers. 

But, in the last few decades, many SMEs have also successfully set up activities beyond 

their home markets (Ruzzier et al., 2006). Small firms with resource limitations may be 

able to succeed in international markets, if they are capable of accessing rare and 

valuable resources through social network relationships (Coviello and McAuley, 1999, 

cited in Pinho, 2011). Here, ‘intermediaries’ (i.e. sales agents and distributors) play an 

important role with regard to the diffusion of relevant knowledge, and in particular, 

market knowledge to SMEs, who consequently become dependent on these 

relationships (Agndal and Chetty, 2007; Chetty and Blankenburg Holm, 2000). The 

needed resources (e.g. market knowledge) can be actually obtained through network 

positions even if other firms control those resources (Agndal and Chetty, 2007; 

Johanson and Mattsson, 1988, cited in Chetty and Blankenburg Holm, 2000). 

Accordingly, collaboration is becoming common practice amongst firms (Blankenburg 

Holm, Eriksson and Johanson, 1996), and an emergent body of literature is 

highlighting the potential influence of these network relationships on both the 

internationalisation process and entrepreneurship (Chetty and Blankenburg Holm, 

2000; Gedajlovic et al., 2013). As firms and entrepreneurs need to make sense of and 

find a better use of their social relations and networks (Lee and Jones, 2008), the 

central proposition of social capital within the network context, that it provides 

valuable resources for different actors (Inkpen and Tsang, 2005), opens a number of 

opportunities to individuals (or organisations) who cultivate relationships with others 

(Burt, 1992, cited in Pinho, 2011). But, ‘we know relatively little about how such 

relationships are developed and managed’ (Gedajlovic et al., 2013:466). 

1.2. Aim 

My previous career experiences, as an export manager for a furniture manufacturer in 

Spain and afterwards as a sales agent in Finland for Spanish furniture firms, gave me 

the opportunity to know more about the figure and role of intermediaries. This also 

made me realise how important personal relationships are in any given industry, and I 

grew a genuine interest in how relationships among intermediaries and their partners 

are developed and maintained. During the course of my Master studies, while being 

exposed to the concept of social capital I recognised that this could be a good 

framework for explaining what lies behind those relationships.  
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The social capital concept has matured into a whole field of research, and as a result of 

this success, there is no longer much need to refine and demonstrate the value of the 

overarching concept. But, research can expand on specific aspects and mechanisms of 

social capital relevant to specific disciplines and topics. (Kwon and Adler, 2014) Burt 

(1997) explicitly observed that network entrepreneurs at the bottom of the 

socioeconomic scale are a promising and important subject for social capital research.  

Indeed, the figure of intermediaries as network entrepreneurs from a social capital 

perspective might be a promising subject, and especially when it is currently difficult to 

find any relevant academic articles. Yet, this might not be an exception, boundary 

spanners seem to be one of the most overlooked research topics in international 

management (Barner-Rasmussen, Ehrnrooth, Koveshnikov and Mäkelä, 2010), even if 

they are a central figure of research within social capital studies in the context of MNCs 

(Barner-Rasmussen et al., 2010; Johnson and Duxbury, 2010; Kostova and Roth, 

2003; Richter, West, van Dick and Dawson, 2006). 

This thesis attempts to address this gap by trying to understand how intermediaries 

(i.e. sales agents and distributors) build and develop social capital, in the context of the 

SMEs’ internationalisation process. The focus here is on the individual and personal 

business relationships between the sales agents/distributors and their counterparts in 

the foreign firms; special attention is given to the establishment and development of 

those relationships from a social capital perspective. The point is being able to identify 

how intermediaries build and maintain their own business networks (i.e. their own 

social capital) with their international strategic partners (i.e. the foreign SMEs). In 

order to gain value and depth of understanding, intermediaries specifically chosen for 

this study have been interviewed and their accounts analysed using an inductive 

research design approach. The interviews addressed essential questions related to the 

aim of this research: 

• What steps does one follow to start the intermediary role? 

• How are the relationships established among intermediaries and their partners? 

• What kind of information and knowledge is exchanged among intermediaries and 

their partners? 

• What are the conditions that facilitate successful relationships? 
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• What are the most relevant dimensions and facets of social capital that intervene in 

the development of those relationships? 

The main aim is to understand how sales agents and distributors create their own 

social capital, within the context of the internationalisation process of SMEs; as 

collaboration between firms is based on relations that evolve between individuals, the 

analysis will be focused on the intermediaries’ individual and personal interactions 

with their foreign counterparts (i.e. the contact persons at the foreign SMEs). 

The internationalisation process of SMEs offers an interesting contextual insight to this 

study, as an increasing numbers of firms, some staying quite small, seem to be able to 

overcome the challenges of internationalisation in part due to the possibilities for 

networking and expanding through partnerships (Mathews and Zander, 2007; Oviatt 

and McDougall, 2005). Interestingly, there is also a body of literature based on network 

relationships on the internationalisation process that challenges the accepted models of 

incremental internationalisation. This body of literature has also stressed the important 

role that intermediaries play in the internationalisation process for smaller firms 

(Cosimano, 1996; Peng and Ilinitch, 1998, both cited in Chetty and Blankenburg Holm, 

2000). Although it is not the main aim of this thesis to further study the role that 

intermediaries play in internationalisation, as suggested by Chetty and Blankenburg 

Holm (2000), this thesis will relate the findings with this emergent body of literature. 

One of the reasons to do this is because the network approach on the 

internationalisation process seems to have ideological and conceptual similarities with 

the social capital perspective. 

1.3. Definitions  

Social Capital: In the context of this thesis, 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’ (Nahapiet and 

Ghoshal, 1998:243). This means that both the current and the future network 

connections and assets that may be mobilized through that network comprise the social 

capital of a given social actor.  

Network: The term network is a metaphor used to represent a set of connected actors 

(i.e. organizations or individuals) (Coviello and Cox, 2006), and a key characteristic is 

repeated and enduring exchange relationships between the actors. Networks provide 
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firms with access to knowledge, resources, markets, or technologies. (Inkpen and 

Tsang, 2005) ‘Through its activities in the network the firm develops the relationships 

that secure it access to important resources’ (Johanson and Mattsson, 1987:36). 

Boundary spanners: Those group members who draw on external ties to access 

resources for the group (Katz, Lazer, Arrow and Contractor, 2004), and engage in 

significant transactions with out-group members (Richter et al., 2006). In terms of 

MNCs, Kostova and Roth (2003) see boundary spanners as those individuals who span 

the boundaries of the different MNC units. Boundary spanners also facilitate intergroup 

transactions and manage intergroup conflicts (Richter et al., 2006). 

Internationalisation process: This stands for how firms expand into new markets, 

become involved in progressively more international relationships, and use 

increasingly more resource-consuming organisational structures over time. The 

literature has focused on two aspects of internationalisation strategy: the foreign 

markets a firm chooses to conduct business in, and the modes it uses to do so. (Agndal 

and Chetty, 2007; Chetty and Agndal, 2007) 

SMEs: Small and medium-sized enterprises (SMEs) are non-subsidiary, independent 

firms which employ fewer than a given number of employees. The most frequent upper 

limit designating an SME is 250 employees, as in the European Union, but this number 

can vary across countries. Financial assets are also used to define SMEs. In the 

European Union, the turnover should not exceed EUR 50 million in medium-sized 

enterprises (50-249 employees); EUR 10 million in small enterprises (10-49 

employees); and EUR 2 million in micro firms (less than 10 employees). In addition, 

balance sheets for medium, small and micro enterprises should not exceed EUR 43 

million, EUR 10 million and EUR 2 million, respectively. (OECD, 2005) 

Intermediaries: In this study sales agents and distributors are considered as 

‘intermediaries’. This is done to simplify the unit of analysis because the nature of the 

job in both roles is essentially very similar, and even in some cases the same individual 

executes both at the same time. The major difference between a sales agent and a 

distributor is how they earn their salary.  

• Sales agents: ‘An agent is a firm or individual acting on behalf of another. This is 

one of the main forms of overseas representation. The most common form of agency 

is where agents, acting as independent operators, obtain orders on behalf of an 
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exporter on a commission basis and the exporter acts as principal.’ (Jobber and 

Lancaster, 2006:182) 

• Distributors: ‘Distributors act in a different capacity to agents as they actually buy 

and sell the goods, whereas agents work principally on commission. Like an agent, a 

distributor will usually be a local firm or individual and a specialist in the 

requirements of the local market.’ (Jobber and Lancaster, 2006:183) 

1.4. Delimitations 

This study aims to provide relevant information about the formation process of social 

capital for intermediaries (i.e. sales agents and distributors) in relation to their clients 

(i.e. foreign partners). The SME is the organisational setting for the studied cases. One 

of the reasons to do this is because a large proportion of the literature about social 

capital analyses MNCs and how knowledge is transferred among subunits, and between 

subunits and headquarters (Johson and Duxbury, 2010; Kostova and Roth, 2003). But, 

this thesis does not intend to challenge or make a comparative study on how social 

capital is built in MNCs and SMEs.  

The most common method used by SMEs to internationalise is exporting, and 

consequently in most cases firms make use of intermediaries (Agndal and Chetty, 2007; 

Jobber and Lancaster, 2006; Young et al., 1989, cited in Sousa and Bradley, 2009). 

Although much of the international business literature has focused on other three 

internationalisation entry modes (i.e. joint ventures, licensing, wholly owned 

subsidiaries) (Hill, Hwang and Kim, 1990), this thesis will not touch upon those. The 

focus here will be entirely on exporting and its intermediaries (i.e. sales agents and 

distributors). 

1.5. Overview of the thesis 

In this introductory chapter it was briefly explained the context in which intermediaries 

become relevant figures within the internationalisation process of smaller firms. I also 

explained my motives for studying this particular topic and the gap I am trying to fill in 

within social capital studies. Some of the key words related to this particular study were 

defined to avoid any misinterpretations, and certain delimitations were pointed out. 
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The next chapter, the ‘literature review’, firstly takes a look at social capital as the 

theoretical framework used in this study to understand how sales agents and 

distributors create and maintain their own business networks. The second part dives 

into the internationalisation process of SMEs where the focus is on exporting, as it is 

the entry mode that makes use of intermediaries. The third section will clarify the role 

and function of sales agents and distributors. At the end, there is a summary linking the 

different theoretical concepts and ideas. 

The ‘methodology’ chapter starts with the reasons why qualitative methods and an 

inductive research design fit better the purpose of this study. The next section shows 

how using semi-structured interviews data was collected. The interview questionnaire 

is explained in detail, as well as the sampling strategy used for selecting the 

interviewees. The following section is about how data is analysed by using grounded 

theory as a strategy. The last part in this chapter contains reflections about my personal 

understanding of the contextual scenario and my past professional relationship with 

most of the interviewees. 

The next chapter presents the ‘results’ from the interviews, and gives a more precise 

understanding about how the intermediaries interviewed create and maintain their 

social capital. First, there is a summary of a typical case how intermediaries create their 

own social capital. It is also explained what kind of information and knowledge is 

shared among the parties and how it is exchanged, as this is important to understand 

the participation in such networks. The next part describes four conditions that may 

have an effect on the development of relationships, and two possible types of 

relationships that usually develop among intermediaries and exporters follow this. 

Finally, an emergent topic that was highlighted during the interviews is examined. 

The ‘analysis’ chapter combines the results obtained from the interviews together with 

the main concepts from the literature review. The objective is to find similarities, 

differences, and original ideas that may explain how intermediaries create and 

maintain their social capital within the context of the internationalisation process of 

SMEs. The first part highlights a fundamental element for intermediaries to create their 

own social capital. The second part looks into the connections that exist between the 

dimensions and facets of social capital and the conditions necessary for the 

development of relationships. The last part examines the types of social capital derived 

from the relationship building process between intermediaries and their foreign 

counterparts. 
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The last chapter, ‘discussion and conclusions’, begins with a review of the main 

conclusions achieved in this study by taking a look at the analysis of the results 

obtained. The first section gives answers to the aims of this thesis, and what gap within 

social capital the contributions covered. The following section explains how to build an 

optimal network from a social capital perspective, there are also a few important 

suggestions for the intermediaries to keep in mind when looking for partners. This 

chapter also relates the findings obtained with the network approach on the 

internationalisation process. Following the findings and conclusions, the main 

limitations encountered in the research process in this thesis are clarified. And finally, 

there are suggestions for future research related to the topic explored in this study. 
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2 LITERATURE REVIEW 

This thesis uses social capital as a framework to understand how sales agents and 

distributors create and maintain their own business networks within the context of the 

internationalisation process of SMEs. In this chapter, the first section describes what 

social capital is, what the three main dimensions are, sheds light on the process of 

forming social capital, and it shows what types of social capital exist. The second part 

dives into the internationalisation process of SMEs and more specifically in the 

internationalisation network model. The focus is on exporting, as firms that use this 

entry mode make use of intermediaries, which is the unit of analysis in this thesis. The 

third and last section tries to clarify what is the role and function of sales agents and 

distributors. Here, it is necessary to explain more thoroughly how the relationship 

between exporters and intermediaries is built, and how commitment and knowledge 

are part of this equation, which may lead to a diversity of networks. Finally, there is a 

summary of the literature review in order to have an overview of the different 

theoretical concepts and how they are linked to each other. 

2.1. Social capital 

The term ‘social capital’ initially appeared in the 1960’s in community studies, where 

networks of personal relationships provided the basis of trust, cooperation and 

collective action. Since then, the term has been used in a wide range of social 

phenomena, human capital, and more recently on the economic performance of firms, 

geographic regions, and nations (Nahapiet and Ghoshal, 1998), and it has been used in 

a number of different disciplines such as sociology, education, politics, and economics 

(Adler and Kwon, 2002; Lee and Jones, 2008). ‘The use of “social capital” in the title, 

abstract, and key words of journal articles has multiplied rapidly over the past several 

decades’ (Kwon and Adler, 2014:412). 

Social capital, similarly to other forms of capital, is an asset into which other resources 

can be invested, with the expectation of future benefits. As Adler and Kwon (2002:21) 

explain, ‘through investment in building their network of external relations, both 

individual and collective actors can augment their social capital and thereby gain 

benefits in the form of superior access to information, power, and solidarity’. But, as 

the same authors explain, social capital has also risks that can sometimes outweigh its 

benefits. Uzzi’s (1997) finding is a clear example: overembedded relationships, in which 
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close relationships block out external information from other sources, might make a 

firm fail to recognize new and better opportunities. 

2.1.1. Dimensions of social capital 

The notion of social capital has been conceptualised in a wide variety of definitions that 

have emphasized different aspects of the construct. Baker’s focus (1990) is mainly on 

the value of the network structure for the individual, whereas authors like Bourdieu 

(1986), Burt (1992, 1997) and Lin (1999) add that besides the value of the network 

structure, social capital also includes the resources that may be accessible and available 

to actors in their networks. Putnam (1993) and Fukuyama (1995) consider that the 

value of social capital resides on the nature of the relationships in the social structure 

rather than the structure itself. Lastly, Nahapiet and Ghoshal (1998) introduced a new 

dimension: the cognitive. (Kostova and Roth, 2003; Nahapiet and Ghoshal, 1998) 

Following the recommendations of Putnam (1995), Nahapiet and Ghoshal (1998) have 

tried to clarify what the dimensions of social capital are. The authors have grouped the 

different attributes and facets of social capital in three main clusters or dimensions: the 

structural, the relational, and the cognitive (see Table 1, page 13). Although the 

dimensions appear separated for analytical reasons, the authors identify that many of 

the features are highly interrelated. Other researchers have also recognised the 

interrelatedness and influences among the three dimensions (Liao and Welsch, 2005, 

cited in Lee and Jones, 2008). And, Barner-Rasmussen et al. (2010) have also 

confirmed that the three dimensions although related and partly overlapping, are 

sufficiently distinct from each other to be treated as separate. 

2.1.1.1. The structural dimension 

The structural dimension refers to the overall pattern of connections between social 

actors. This dimension is characterized by the impersonal configuration of the linkages 

between people or units by simply asserting who you reach and how you reach them 

(Burt, 1992, cited in Nahapiet and Ghoshal, 1998). The network structures are valuable 

resources as channels/conduits for knowledge diffusion and transfer. The most 

important facets of this dimension are: the presence or absence of network ties between 

actors (access, timing, referrals) (Scott, 1991; Wasserman and Faust, 1994); the 

network configuration (Krackhardt, 1989) or morphology (Tichy, Tuschman, and 

Fombrun, 1979) which describes the pattern of the linkages which make a network 
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redundant or non-redundant; and the appropriable organization, in which the 

existence of networks created for one purpose may be used for another, inhibiting or 

fostering learning and creation (Coleman, 1988). (Nahapiet and Ghoshal, 1998) 

Researchers are also paying increasing attention to the role of physical space, as ‘actors 

who are located closer together in physical space are more likely to interact and form 

ties’ (Kwon and Adler, 2014:415). 

By analysing these facets in a certain network, one is able to understand the structural 

embeddedness of a certain social actor in a certain context. For this, it is crucial to 

understand the trade-offs that exist within this dimension. Hansen’s research (1999) 

proved that weak ties1 seem more appropriate for obtaining simple information from 

the external environment, whereas strong ties are required and act as a bandwidth for 

complex information. Complementing this, Katz et al. (2004) explain that redundant 

external ties limit opportunistic behaviour, whereas non-redundant external ties lead to 

greater access to information and resources. These ideas, confirm the distinction 

between bonding and bridging: bonding refers to homogeneous horizontal ties with 

overlapping boundaries and similar moral values, whereas bridging refers to open 

networks with heterogeneous vertical ties. Social actors can maintain diverse social 

relations, and this gives them a wider range of economic resources. (Lee and Jones, 

2008) 

2.1.1.2. The relational dimension 

The relational dimension analyses the ‘actor bonds’ (Hakansson and Snehota, 1995; 

Lindenber, 1996, both cited in Nahapiet and Ghoshal, 1998). This dimension focuses on 

the particular relations like respect and friendship that people have for each other, 

which influence their behaviour. These personal relationships develop through a 

history of interactions, and it is through these on-going personal relationships that 

people fulfil such social motives as sociability, approval, and prestige. Hence, the 

concept of the relational dimension of social capital refers to those assets created and 

leveraged through relationships. In this cluster, the key facets cited by Nahapiet and 

Ghoshal (1998) are: trust and trustworthiness (Fukuyama, 1995; Putnam, 1993); norms 

and sanctions (Coleman, 1990; Putnam, 1995); obligations and expectations (Burt, 

                                                        
1 ‘According to Granovetter, weak ties enable new information, new ideas, new innovations, and new 
opportunities to enter the group. In addition, Burt (1997) and McEvily and Zaheer (1999) show how weak 
ties act as brokers, bringing in new information from other networks to the focal firm’. (Chetty and Agndal, 
2007:11) 
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1992; Coleman, 1990; Granovetter, 1985; Mauss, 1954); and identity and identification 

(Hakansson and Snehota, 1995; Merton, 1968).  

This dimension is crucial to understand how informal coordination is formed and 

created within organisations (Kostova and Roth, 2003). Its increasing attention has 

probably been originated in the shift away from bureaucracy in contemporary 

organisations, as fewer layers of negotiated informal control are replacing the previous 

layers of formal control (Burt, 1997; Tikkanen, 1998). The large number and high 

dispersion of points of interaction, the changing nature of those interactions, and the 

low codifiability of the exchanges makes it ineffective to only rely on the network 

structure (Kostova and Roth, 2003). In addition, managers have the responsibility for 

coordinating across broader domains, with a corresponding increase in uncertainty, 

stress, and potentially disruptive conflict (Burt, 1997). In this context, there is a need 

for higher levels of social capital (Kostova and Roth, 2003). 

2.1.1.3. The cognitive dimension 

Although the cognitive dimension has not yet been properly discussed in the 

mainstream literature on social capital, many authors have increasingly drawn 

substantial attention and confirmed its importance as a separate cluster (Barner-

Rasmussen et al., 2010; Lee and Jones, 2008; Nahapiet and Ghoshal, 1998). The 

cognitive dimension refers to those resources providing shared representations, 

interpretations, and systems of meaning among parties (Cicourel, 1973, cited in 

Nahapiet and Ghoshal, 1998). Following this, the main facets, cited by Nahapiet and 

Ghoshal (1998), which shape this dimension are: shared language and codes (Arrow, 

1974; Cicourel, 1973; Monteverde, 1995); and shared narratives (Orr, 1990). 

Lee and Jones (2008:563) paraphrasing Liao and Welsch (2005) conclude that ‘shared 

understanding improves access to external sources of learning by increasing the 

willingness of partners involved in the exchange to engage in a two-way interaction’. In 

addition, the effective use of the cognitive dimension facets also helps entrepreneurs to 

build trust and mutual expectations and obligations (Lee and Jones, 2008). 
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Table 1. The three dimensions of social capital and their main facets 

Dimension Refers to Main facets Definition 

Structural 

Overall 
pattern of 
connec-
tions 
between 
social 
actors 

Network ties: 
access, 
timing, 
referrals 
 

Provide access to resources. Social relations, often 
established for other purposes, constitute 
information channels that reduce the amount of 
time and investment required to gather 
information. Ties provide the channels for 
information transmission. 

Network 
configuration 
(redundant 
or non-
redundant) 
 

The overall configuration of the ties. The 
configuration of the network is an important 
influence on the accessibility of information 
resources. 

Appropriable 
organization 

Organizations created for one purpose may 
provide a source of valuable resources for other, 
different purposes. It can provide a potential 
network of access to people and their resources, 
but it may also inhibit such processes. 

Relational 

The actor 
bonds: 
assets 
created and 
leveraged 
through 
relation-
ships 

Trust 

The belief that the results of somebody’s intended 
action will be appropriate from our point of view. 
In relationships high in trust, people are more 
willing to engage in social exchange, and 
cooperative interaction. 

Norms (and 
sanctions) 

A degree of consensus in the social system. Norms 
of cooperation may be a significant influence on 
exchange processes, opening up access to parties 
for the exchange of knowledge; but norms may 
become, in time, a pathological rigidity. 

Obligations 
and 
expectations 

Represent a commitment or duty to undertake 
some activity in the future. The notion that “there 
is no such thing as free lunch” represents a 
commonly held view that exchange brings with it 
expectations about future obligations. 

Identity and 
identification 

The process whereby individuals see themselves 
as one with another person or group of people. 
Identification with a group or collective increases 
the chances that the opportunity for exchange will 
be recognised; but groups with distinct and 
contradictory identities may constitute barriers. 

Cognitive 

Resources 
providing 
shared 
representa-
tions, 
interpreta-
tions, and 
systems of 
meaning 
among 
parties 
 

Shared 
language and 
codes 

Language is the means by which people discuss 
and exchange information. Sharing a common 
language (and codes) facilitates gaining access to 
people and their information, influences one’s 
perception through categories and a frame of 
reference, and enhances the combination 
capability of knowledge. 

Shared 
narratives 

Myths, stories, and metaphors provide powerful 
means in communities for creating, exchanging, 
and preserving rich sets of meanings. 

Nahapiet and Ghoshal, 1998 
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2.1.2. The formation of social capital 

In their study about the relationships between the different dimensions of social capital 

and the mechanisms and processes necessary for the creation of intellectual capital, 

Nahapiet and Ghoshal (1998:260) suggest that ‘differences between firms, including 

differences in performance, may represent differences in their ability to create and 

exploit social capital’. Thus, it is crucial to understand how different firms are able to 

create and sustain social capital. Kostova and Roth (2003) also elaborated a model of 

social capital formation focused on the creation of social capital in foreign subunits of 

MNCs with the central figure of the boundary spanner. 

2.1.2.1. Social capital in the creation of intellectual capital 

The research by Nahapiet and Ghoshal (1998) takes into consideration all three social 

capital dimensions. The authors maintain that social capital is created and sustained 

through exchange among the social actors, and this happens in a context of creation of 

new knowledge2 within organisations. These knowledge creation activities are 

fundamental for organisations, as ‘organizations have some particular capabilities3 for 

creating and sharing knowledge that give them their distinctive advantage over other 

institutional arrangements, such as markets’ (Nahapiet and Ghoshal, 1998:242).  

In their study, Nahapiet and Ghoshal (1998) argue that the different facets and 

dimensions of social capital may facilitate (or hinder) the development of intellectual 

capital by affecting the conditions necessary for exchange and combination for the 

creation of new knowledge to occur (see Figure 1, page 15). Interestingly, the authors 

also recognise that intellectual capital may as well facilitate the development of social 

capital, since knowledge is socially embedded, residing in situations and relationships. 

There is ‘a complex and dialectical process in which social capital is created and 

sustained through exchange and in which, in turn, social capital facilitates exchange’ 

(Nahapiet and Ghoshal, 1998:250). 

                                                        
2 Moran and Ghoshal (1996), following Schumpeter (1934), have claimed that all new resources, including 
knowledge, are created through two generic processes: combination and exchange (Nahapiet and Ghoshal, 
1998). 
3 These particular capabilities derive from a range of factors in organisations: facility for the creation and 
transfer of tacit knowledge; structure, coordination, and communication of individual and functional 
expertise; and the nature of organisations as social communities (Nahapiet and Ghoshal, 1998). 
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Nahapiet and Ghoshal (1998), following Moran and Ghoshal (1996), identified four 

conditions necessary for the exchange and combination that results in the creation of 

new knowledge within organisations: 

• The first condition is that the opportunity exists. The authors see this condition 

being determined by accessibility to the objectified and collective forms of social 

knowledge. 

• The second condition refers to the anticipation by the parties that interaction, 

exchange, and combination will prove worthwhile, even if the results are uncertain. 

• The third condition is the importance of motivation. Even where opportunities for 

exchange exist and people anticipate the value through exchange or interaction, those 

involved must feel that their engagement in the knowledge exchange and combination 

will be worth their while. 

• The fourth condition refers to the combination capability. Even if all the previous 

conditions are present, the capability to combine information or experience must exist. 

 

Figure 1. Social Capital in the Creation of Intellectual Capital (adapted 
from Nahapiet and Ghoshal, 1998:251) 
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As the figure in the previous page indicates, there is a very intricate relationship 

between social capital and knowledge creation. The three dimensions of social capital 

and their facets have an effect on some of the particular conditions in which knowledge 

is created, thus facilitating or hindering its development. The structural dimension, 

through its various facets, influences the access to parties for exchanging knowledge 

and participating in knowing activities. The relational dimension, in many ways, seems 

to affect three of the conditions for exchange and combination, i.e. access to parties, 

anticipation of value, and the motivation of parties to engage in knowledge creation 

through exchange and combination. And, the two elements of the cognitive dimension 

specially facilitate the creation of intellectual capital through their impact on the 

combination capability.  (Nahapiet and Ghoshal, 1998) 

2.1.2.2. A micro-macro model of social capital formation 

In addition to Nahapiet and Ghoshal’s (1998) study, Kostova and Roth (2003) research 

has also analysed the formation of social capital. The authors’ starting point is based on 

the idea that MNCs require extensive coordination, integration, and exchange of 

resources between and among geographically dispersed subunits. Thus, social capital is 

a useful foundation for the use of informal coordination mechanisms within those 

organisational structures for facilitating the coordination of cross-border activities. 

Due to the unique character of MNCs, Kostova and Roth (2003) propose that the 

formation of social capital follows a micro-macro process spanning two distinct levels, 

i.e. boundary spanner and subunit; and through two different mechanisms: personal 

interactions and social formation processing (see Figure 2, page 17). According to this 

model, the boundary spanner, eventually, creates social capital within the MNC, and it 

is through the micro-macro process where she/he transforms her/his own private 

social capital into a public good4, or can actually impede it by keeping it as “private”. 

Kostova and Roth (2003) explain that two factors influence the creation of social 

capital of a boundary spanner: the interaction extent (number and frequency of 

interactions), and the efficacy of past interactions (the perceived utility). Subsequently, 

the individual social capital of the subunit’s boundary spanners will have a strong 

influence in the unit-level perceptions about headquarters if the boundary spanners 
                                                        
4 Scholars have been debating whether social capital is essentially a private or a public good. Social network 
theorists have emphasized the benefits that social actors derive directly from their social capital when they 
obtain a series of personal benefits directly from their social capital. But, others refer to social capital as a 
public good when it is available and benefits also those members of a network structure who have not been 
directly part of the creation process of social capital. (Kostova and Roth, 2003) 
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have the ability to influence the perceptions in the subunit, and if they have the 

motivation to do so (see Figure 3 below). (Kostova and Roth, 2003) 

In this model, the authors identify that relationships that form the basis of social 

capital occur at the level of the individual, where key boundary-spanning individuals 

play a central role. Similarly, Johnson and Duxbury (2010:29) suggest that 

‘interpersonal relationships may be the cornerstones of the role (boundary spanning) 

and the enablers of other cross-boundary resource exchanges’. There is an overriding 

consensus that relationships play a central role in social capital formation, 

accumulation and generation of returns (Gordon and Cheah, 2014). 

 

Figure 2. Social Capital Within MNC: Levels of Analysis (Kostova and Roth, 
2003:306) 

 

Figure 3. A Micro-Macro Model of Social Capital Formation (adapted from 
Kostova and Roth, 2003:307) 
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2.1.3. Types of social capital 

Social actors can maintain diverse social relations giving them a wider range of 

economic resources (Lee and Jones, 2008). But, what types of social relations give 

access to a more diverse set of economic resources? Many scholars have identified and 

confirmed within the structural dimension of social capital the distinction between 

bonding and bridging (Hansen, 1999; Katz et al., 2004; Lee and Jones, 2008; Putnam, 

2000, cited in Rostila, 2010). 

Bonding refers to homogeneous horizontal ties with overlapping boundaries and 

similar moral values. This leads to a strong community based environment where fair 

play and frequent face-to-face communication among actors occur (Lee and Jones, 

2008). Such redundant ties denote relations that are intimate and frequent, and 

involve people with a shared social identity (Rostila, 2010), which in turn limits 

opportunistic behaviour (Katz et al., 2004) and facilitates thick or particularised trust 

(Rostila, 2010). These strong ties are also required and act as a bandwidth for complex 

information exchange (Hansen, 1999).  

Bridging refers to open networks with heterogeneous vertical ties (i.e. ‘extra 

community’ links) where social actors communicate occasionally assisted by 

information technologies (Lee and Jones, 2008). Thus, these outward-looking social 

contacts maintained infrequently between individuals promote thin or generalised trust 

(Rostila, 2010). These weak non-redundant ties also act as brokers bringing in new 

information and resources from other networks, and channelling and diffusing new 

opportunities, novel ideas, critical resources, information and knowledge (Chetty and 

Agndal, 2007; Hansen, 1999; Katz et al., 2004; Rostila, 2010; Tang, 2011). 

2.2. The internationalisation process 

The current internationalisation literature explains the internationalisation process 

using two approaches: the incremental5 and the network model (Johanson and Vahlne, 

2009). On the one hand, the incremental approach suggests an evolution of 

internationalisation based on a series of ‘stages’ where the firm increases its market 

knowledge and commitment over time. Firms expand their market scope and entry 

methods as managers gain confidence and learn from personal experience. (Johanson 

and Vahlne, 1977) On the other hand, the network perspective introduces a ‘more 

                                                        
5 Also known as the Uppsala Internationalisation Process Model (Johanson and Vahlne, 2009). 
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multilateral element’ to the rather unilateral process found in the traditional models of 

incremental internationalisation (Johanson and Vahlne, 1990, cited in Hadley and 

Wilson, 2003). This allows for multilateral influences on the international decision 

making of the firm, as there is an influence of external actors and/or organisations 

(Johanson and Mattsson, 1988; Johanson and Vahlne, 1990, both cited in Hadley and 

Wilson, 2003). Here, the internationalisation process involves, and is influenced by, the 

set of connected relationships a firm develops as part of its ‘network’ (Coviello and 

Munro, 1997). 

A series of authors (Bell, 1995; Chetty and Blakenburg Holm, 2000; Coviello and 

Munro, 1997; Oviatt and McDougall, 1994, all cited in Johanson and Vahlne, 2003) 

within the stream of international studies who studied cases from born globals, high 

technology based firms, firms in service industries, and small business firms have 

shifted their attention on networks and network relationships when trying to 

understand the rapid internationalisation of these firms. When looking particularly at 

the cases of small firms, several authors (Bell 1995; Coviello and Munro, 1995; Hansen 

et al., 1994; Hara and Kanai, 1994; Kaufmann, 1995; Korhonen et al., 1995; Lindqvist, 

1988; McDougall et al., 1994; Welch and Luostarinen, 1993; all cited in Coviello and 

Munro, 1997) agree on the importance and potential impact of network relationships. 

Indeed, Bonaccorsi’s (1992) and Welch’s (1992) research, and Coviello and Munro 

(1997) findings agree that access to external resources can play an important role in the 

firm’s internationalisation process, as this can improve the potential for foreign market 

penetration by providing access to a network of additional relationships.  

These firms are using a wide range of relationships (i.e. agents, customers, suppliers, 

distributors, regional development agencies, export promotion organisations, 

consultants and competitors) that help them gain access to resources and markets 

(Chetty and Blankenburg Holm, 2000). ‘The internationalization process itself can be 

viewed as a process of developing and accessing social capital, as firms initiate, 

establish, and deepen international relationships’ (Johanson and Vahlne, 2006, cited in 

Chetty and Agndal, 2007:3). But foreign market entry may as well be the result of 

initiatives taken by those relationships in the foreign market interested in developing a 

relationship with the focal firm (Ellis, 2000, cited in Johanson and Vahlne, 2003). As 

Johanson and Vahlne (2003) point out there are differences between firms with respect 

to their willingness to respond to initiatives taken by other firms, but studies seem to 

indicate that smaller firms generally are more inclined to be responsive. 



 

 

20 

There is also extant research on how SMEs internationalise that has tried to identify 

patterns in market entry and mode usage, and it is often concluded that SMEs 

internationalise in unforeseeable ways driven by serendipitous and uncontrollable 

events (Brush, 1995; Li et al., 2004; Meyer and Skak, 2002; Spence, 2003, all cited in 

Agndal and Chetty, 2007). 

2.2.1. The internationalisation modes of entry 

The literature has focused on two aspects of internationalisation strategy: the foreign 

markets a firm chooses to conduct business in, and the modes it uses to do so (Agndal 

and Chetty, 2007; Chetty and Agndal, 2007). The network model no longer sees those 

country markets the firm will enter as meaningful entities (Johanson and Vahlne, 

2003). Within the network perspective, the internationalisation process is based on the 

relationships firms have with other firms, and their experience and capabilities in 

forming such relationships. Social ties, based on reputational assets, play a crucial role 

in entering foreign markets. (Agndal and Chetty, 2007; Johanson and Vahlne, 2003)  

Here, entry problems are not associated with country markets but with specific 

customer or supplier firms, and the focus should not be on foreign market entry and 

foreign market expansion, but on managerial problems associated with the 

establishment and development of relationships. Firms organise their business to 

develop, support, and coordinate relationships, and that is why the modes of entry 

seem to be more relevant in the internationalisation process of firms, from a network 

model perspective. (Johanson and Vahlne, 2003). 

When referring to the internationalisation ‘mode’, it is the organisational structure 

used to enter and penetrate the foreign market (Calof and Beamish, 1995; Petersen and 

Welch, 2002, both cited in Agndal and Chetty, 2007). Some firms can be very deeply 

involved in international trade, whereas others simply deliver export orders. How firms 

choose to organise might depend on a series of factors: the proportion of total turnover 

of the overseas business, the nature of the product, the advantages or disadvantages of 

each internationalisation mode (Jobber and Lancaster, 2006). The choice of an entry 

strategy is a significant determinant of the likely success of a firm in a foreign market. 

Therefore, firms are challenged to choose the best structural arrangement. Certain 

entry modes can enable a firm to gain competitive advantage, but some might also 

prevent a company from taking full advantage of large market growth. Careful 
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assessment of these trade-offs is essential. (Jiatao, 1995; Maignan and Lukas, 1997; 

Osland, Taylor and Zou, 2001; Woodcock, Beamish and Makino, 1994) 

The most common alternatives of entry modes are: exporting, licensing, joint ventures, 

and wholly owned subsidiaries (see Table 2 below). These can be differentiated 

according to three parameters largely acknowledged by past research: resource 

commitment, control, and technology risk. Resource commitment refers to those assets 

that cannot be redeployed for alternative uses without costs. Control is the firm’s ability 

and willingness to influence systems, methods and decisions in foreign markets. 

Technology risk involves the firm’s know-how or technology to be expropriated or 

unintentionally transferred to a local firm. (Maignan and Lukas, 1997; Osland et al., 

2001) 

Table 2. The main internationalisation entry modes 

Entry mode Definition 

Exporting A company’s final or intermediate product is manufactured outside the 
target country and subsequently transferred to it. Indirect exporting uses 
intermediaries who are located in the company’s home country who take 
responsibility to ship and market the products. With direct exporting the 
producer firm does not use home country middlemen, although it may utilize 
target country intermediaries. 

Licensing It is a non-equity, contractual mode with one or more local partner firms. A 
company transfers to a foreign organization the right to use some or all of 
the following property: patents, trademarks, company name, technology, 
and/or business methods. The licensee pays an initial fee and/or percentage 
of sales to the licensor. 

Joint 
Ventures 

It entails direct investment in the target country. Joint ventures involve two 
or more organizations that share the ownership, management, risks, and 
rewards of the newly formed entity. Each partner contributes equity that 
may take the form of money, plant and equipment, and/or technology. 

Wholly 
owned 
subsidiaries 

It entails direct investment in the target country. Wholly owned operations 
are subsidiaries in another nation in which the parent company has full 
ownership and sole responsibility for the management of the operation. 

Osland et al., 2001:154 

Past research had assumed that firms followed a systematic analysis of all the factors 

that may impact the performance of different entry modes, and that structured 

decision-making procedures where in place when firms considered their expansion 

abroad. But the surveys conducted by Maignan and Lukas (1997) tell otherwise, most 

entry decisions are made on the basis of domestic experience, as managers are not 
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provided or unable to interpret the information to make the optimal choice, and they 

base their decisions on the information processing and reasoning that they have 

developed in their domestic market over the years. Besides, Kim and Hwang (1992) 

highlight the importance of a firm’s global strategy in its choice of entry mode. 

Specifically, the authors argue that each entry decision is not made individually; rather, 

entry decisions are affected by the relationships that exist between operations 

conducted in different countries. 

2.2.2. Exporting: its significance for SMEs and national economies 

Much of the international business literature focuses on just three distinct modes of 

entry: licensing, joint ventures, and wholly owned subsidiaries (Hill et al., 1990). But, 

exporting has increasingly been important for both firms and governments, and its 

importance lies in the significant benefits that can be gained (Katsikea and Skarmeas, 

2003; Sousa and Bradley, 2009). At the country level, exporting contributes to the 

economic development, helps national industries to develop by improving productivity 

performance, generates foreign exchange to support other economic activities, creates 

backward and forward linkages in the economy, and increases labour market 

employment opportunities. It promotes industrial welfare and societal prosperity. At 

the corporate level, the increasing competition, integration and liberalisation in 

international markets have required firms to consider exporting as a fundamental 

factor in their future growth, profitability and even survival, safeguarding the firm’s 

position in the market. Exporting also contributes to improved innovation and 

performance, enhances managerial skills and capabilities, diversifies the business risks 

to respond to market (domestic and international) fluctuations and economic 

recession, facilitates better utilisation of organisational resources (i.e. economies of 

scale), and enhances the firm’s financial position. (Jobber and Lancaster, 2006; 

Katsikea and Skarmeas, 2003; Ruzzier et al., 2006; Sousa and Bradley, 2009)  

Among small and medium-sized entrepreneurs, there is also an understanding that 

firm growth can be achieved through exporting. Jaffe and Pasternak (1994) observed 

that even a positive perception of this relationship leads to export intention. But export 

intention is not enough; here the role of export managers is crucial as the manager’s 

international experience is positively associated with export performance (Sousa and 

Bradley, 2009). SMEs encounter considerable challenges in obtaining resources, 

foreign market knowledge, overseas contacts and business opportunities, and achieving 
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organisational viability for developing foreign business. SMEs can overcome these 

constraints through network relationships. (Malhotra, Agarwal and Ulgado, 2013; 

Tang, 2011) Therefore, in order to develop and sustain international business 

relationships, firms need export managers with adequate skills in relationship 

management, cross-cultural sensitivity and languages (Sousa and Bradley, 2009). 

Networks and network relationships have been proved to be key for SMEs to overcome 

resource constraints and isolation, especially in the internationalisation process (Tang, 

2011). But, just few manufacturers are able to cover a market adequately without the 

service of some form of intermediary (Jobber and Lancaster, 2006). 

2.3. Intermediaries: Sales agents and distributors 

It is estimated that agents and distributors alone, acting on behalf of overseas 

companies, handle over half the world’s overseas trade (Jobber and Lancaster, 2006). 

It is also through the external relationships established with sales agents and 

distributors that SMEs overcome the difficulties in acquiring information and 

knowledge about foreign markets (Agndal and Chetty, 2007). Several authors 

(Barkema, Bell and Pennings, 1996; Chetty and Blankenburg Holm, 2000) also support 

that, especially during the early stages of internationalisation, firms acquire the 

necessary knowledge to operate in a foreign country from native partners (e.g. 

independent sales agent or a joint venture partner). This allows firms to reduce costs 

and uncertainty, and at the same time benefit from the partner’s previous knowledge 

and investments in the market. 

Sales agents and distributors are often seen as key figures in a firm’s overseas 

operations and success, and an appropriate entry mode for SMEs in international 

markets (Jobber and Lancaster, 2006; Young et al., 1989, cited in Sousa and Bradley, 

2009). For example, Young et al. (1989, cited in Sousa and Bradley, 2009) emphasise 

the importance that the use of distributors can have in the international channel when 

SMEs decide to export. Distributors offer an appropriate mode of entry for SMEs due to 

their flexibility, minimal resource commitment, and low risk exposure; and at the same 

time they have the necessary scale of operations, financial resources, export market 

knowledge or confidence to operate more directly in the foreign markets. Therefore, 

distributors are a relatively easy and low-cost way of entering a foreign market, and 

they become an important link between the firm and the customers. (Sousa and 

Bradley, 2009) 
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2.3.1. Salespeople or network intermediaries? 

The interaction between a supplier firm in one country and a customer firm in another 

comprises complex patterns of information exchange, and it is not only a matter of 

buying and selling (Blankenburg Holm et al., 1996). Undeniably, sales is becoming a 

strategic activity, where building and maintaining a long-term relationship is replacing 

the plain selling of products and services. The sales function is increasingly taking on a 

relationship management role, where the salesperson acts as a relationship manager 

rather than as the traditional order-taker. This shift seems to correlate with the idea 

that the sales process is much less about selling a product and much more about 

creating a relationship. (Storbacka, Ryals, Davies and Nenonen, 2009)  

In a business-to-business context, sales are increasingly associated with account 

management and solution development, as the sales process flows in the form of an 

integrated relational process from customer information, to operational mobilisation, 

to delivery. The purpose of this relationship is not only about selling new products and 

services but also to manage the on-going relationship, to co-ordinate delivery and 

customer service, and to oversee the profitability of the relationship. Salespeople 

performing these tasks execute a boundary-spanning role within the organisation, as 

they are in a position to increase flows of valuable information back to their companies, 

for example providing early insights into the activities of competitors; but they might 

also be reluctant to pass that information if they do not see any clear benefit to 

themselves. (Storbacka et al., 2009) Salespeople, thus, play an important role in 

fostering a relationship between buyers and sellers (Der-Jang, 2007), and by viewing 

these customer relationships as social capital, it allows firms to develop means to build 

their own social capital (Jones and Taylor, 2012). 

Rauch (2001) defends that sales agents and distributors should be considered network 

intermediaries and not salespeople. But, how these actors become network 

intermediaries seems to be untouched by current literature. Rauch (2001:1196) 

suggests that ‘actors become network intermediaries by accumulating “deep 

knowledge” of buyers and sellers through working with them in a non-intermediary 

capacity, then selling access to those with whom they formerly worked when this 

becomes more profitable’. What really seems to distinguish them is their deep 

knowledge of the capabilities and preferences of the sellers or buyers that they serve in 

their networks. 
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2.3.2. Relationship building: interplay between knowledge and 
commitment 

It is important for the exporter to develop good working relationships with their agents, 

as commitment to the commercial relationship is needed from both sides (Jobber and 

Lancaster, 2006). Several authors (Ling-yee and Ogunmokun, 2001; Madsen, 1989; 

Rosson and Ford, 1982, all cited in Sousa and Bradley, 2009) have also agreed that 

intense interactions and cooperation between the firm and the foreign distributor in the 

form of two-way communication and frequent information exchange tend to lead to 

strategic gains and have a positive effect on export performance. In brief, Sousa and 

Bradley’s (2009) research indicates that the support given to a distributor has a strong 

positive effect on the export performance of SMEs. 

But, the establishment and development of a relationship takes time and resources to 

build, and its formation is usually the result of bilateral or multilateral interactions 

among different actors. Relationships develop gradually when the firms learn from 

interaction with each other and commit themselves stronger to the relationship 

(Anderson and Weitz, 1992; Blankenburg Holm et al., 1999, both cited in Johanson and 

Vahlne, 2003). Blankenburg Holm et al. (1996) also observe that the coordination of 

activities between two firms creates interdependence, as firms learn about each other’s 

competences and behaviour and understand how to coordinate their activities, trust 

among the partners is reached and commitment is created to continue the relationship. 

However, networking could result in adverse outcomes for those SMEs that do not have 

the ability to derive value from networks (Tang, 2011). Here, decision-makers play a 

crucial role in pursuing the opportunities that arise in their firms’ networks and in 

identifying the stimuli for internationalisation. It is the managers’ attitude (i.e. being 

proactive and actively forming relationships, or being reactive and unprepared to 

pursue opportunities) that drives internationalisation in firms (Calof and Beamish, 

1995, cited in Chetty and Blankenburg Holm, 2000). Managers of the exporter firm 

have to be actively involved and not see the overseas agents as an alternative to be 

committed to the market themselves (Jobber and Lancaster, 2006). Therefore, 

organisations should pay specific attention to those cases linked to particular strategic 

relationships and sets of connected network relationships, in order to enhance 

relationship learning and commitment (Johanson and Vahlne, 2003).  
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2.3.2.1. Knowledge in relationship building 

During the relationship building process the partners gradually learn about each 

other’s needs, resources, strategies, and business contexts. Firms need to learn in order 

to sustain and improve their network propositions, especially in a highly 

internationalised environment. (Hadley and Wilson, 2003; Johanson and Vahlne, 

2003) Firms need to adapt their resources and capabilities to the international 

environment, they need to know about foreign policies, laws and regulations, foreign 

competitors, foreign distribution channels, foreign business contacts, the needs of 

foreign customers and foreign sales developments, as well as the procedural knowledge 

of internationalisation (Hadley and Wilson, 2003). Jiatao (1995) explains that, in the 

case of multinational foreign subsidiaries, organisational learning and experiences in 

foreign operations seem to enhance the survival probabilities. Also SMEs should place 

more focus on acquiring knowledge-base resources (e.g. market information and 

experiential knowledge) through both formal and informal interactions (Tang, 2011). 

But, how can a firm that has no international operations acquire all the relevant 

knowledge? Several authors agree that the international experiences and contacts of 

other international organisations can be invaluable, especially when the firm is exposed 

to a great number and variety of knowledge sources (Bonaccorsi, 1992; Inkpen, 1996; 

Osland and Yaprak, 1995, all cited in Hadley and Wilson, 2003). Bonaccorsi (1992) and 

Fiegenbaum, Hart, and Schendel (1996) (cited in Hadley and Wilson, 2003) even 

suggest that firms may feel comfortable imitating other firms’ internationalisation 

decisions, using those as reference points by the decision makers. A number of 

empirical studies have proved that actually firms are able to acquire relevant knowledge 

from its relationships (Cheety and Eriksson, 1998; Holm et al., 1996, both cited in 

Hadley and Wilson, 2003). In addition, as Maignan and Lukas (1997) observe, those 

firms with deficient knowledge will also attempt to become familiar with the local 

business practices by teaming up with local enterprises. Yli-Renko, Autio and Tontti 

(2002) suggest that external social capital in the form of network ties positively impacts 

foreign market knowledge and in turn international growth. Hadley and Wilson (2003) 

also argue that the degree of internationalisation of the firm is directly associated with 

the level of experiential knowledge residing in the firm.  
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2.3.2.2. Commitment in relationship building 

The members of a network value relationships rather than just discrete transactions, 

and close lasting relationships are considered critically important by firms (Coviello 

and Munro, 1997; Johanson and Vahlne, 2003). Also, ‘network referrals by reputable 

partners increase the credibility and trustworthiness of the firm to obtain acceptance by 

new partners’ (Tang, 2011:379). Following this, Hill (1990, cited in Blankenburg Holm 

et al., 1996), in an analysis of cooperation and opportunism, proves that firms are more 

inclined to engage in cooperation with partners who have demonstrated their 

trustworthiness and cooperative ability in other relations. The level of trust and 

interdependency between partners causes the exchange of resources between them, 

that’s why relationship commitment is a precursor of network development in 

internationalisation (Tang, 2011). 

Yet, developing relationships in foreign markets increases the complexity, uncertainty, 

and necessary time, resulting in a considerable requirement of commitment on the part 

of the entering firm (Coviello and Munro, 1997; Johanson and Vahlne, 2003). The 

relationship with overseas distributors tends to be more fragile than those with local 

distributors because of the exposure to higher uncertainties, such as information 

asymmetry and consequent monitoring difficulties (Root, 1998, cited in Sousa and 

Bradley, 2009). 

2.3.3. Types of relationships between exporters and intermediaries 

Small firms need to enrich their knowledge about the function of networking, as 

network diversity might be beneficial to providing access to a greater variety of 

resources for the internationalisation development. Uzzi (1996, cited in Tang, 2011) 

also suggests that an optimal network ideally integrates both embedded ties and arm’s-

length ties. However, supporting diverse types of relationships at the same time could 

become a resource burden for SMEs (Tang, 2011). 

It is found that long-term relationships with existing network partners, based on 

commitment and trust, provide actors with reliable resources and emotional support 

(Tang, 2011). The literature suggests that strong ties and bonding social capital have 

conceptual similarities; as such ties denote relations that are intimate and frequent, 

and involve people with a shared social identity (Rostila, 2010). The knowledge 

embedded in these long-term relationships is often concentrated in one person in the 
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firm, who through close social relationships with other individuals has a great impact 

on the internationalisation of the firm (Ruzzier et al., 2006). These social contacts seem 

to facilitate thick or particularised trust (Rostila, 2010). 

It is also important to strengthen weak ties with other actors, as these ties might be 

more effective in channelling and diffusing new opportunities, novel ideas, critical 

resources, information and knowledge. By participating in events such as trade fairs, 

missions and international conventions SME decision-makers have the opportunity to 

have access to relevant weak ties (e.g. a local foreign intermediary). (Rostila, 2010; 

Tang, 2011) According to Granovetter (1973, cited in Pinho, 2011:417) ‘weak ties act as 

bridges to sources of information and opportunities not necessarily confined within the 

SME decision-maker (strong tie) network’. Weak ties and the bridging concept in social 

capital seem to describe outward-looking social contacts maintained infrequently 

between individuals, which consequently promote thin or generalised trust (Rostila, 

2010). 

Several authors (Fornoni, Arribas and Vila 2012; Tang, 2011) agree that in the case of 

SMEs it is important to focus their efforts not so much on increasing the number of 

contacts, but on establishing, developing, and enhancing a smaller number of quality 

links. It is more realistic and practical for smaller firms to target a few key network 

partners, as access to valuable information, opportunities, and resources will come 

mainly from those quality links (i.e. the strategic relationships of the firm).  

Yet, it is interesting to note that case findings in the research by Coviello and Munro 

(1997) reveal that as each firm experiences market success, it begins to desire greater 

control in network relationships (i.e. more autonomy in its decision-making with 

respect to product and relationship development, market selection, and mode of entry). 

Similarly, Chetty and Agndal (2007) recognise that as firms gain experience in 

international markets, they begin to progressively accumulate social capital and 

understand its value. Consequently, they become proactive in managing social capital 

by seeking relationships that benefit them and by terminating ineffective ones. These 

ideas confirm that ‘firms do not get locked into their initial market and mode strategies 

but make several strategic changes as they internationalise’ (Agndal and Chetty, 

2007:1468). 
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2.4. Summary of the chapter 

The use of the concept of social capital has multiplied rapidly in the last decades, and it 

has been used in various fields in social sciences. Despite the wide variety of 

definitions, in this thesis Nahapiet and Ghoshal’s (1998:243) definition is used: ‘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’. 

Nahapiet and Ghoshal (1998) also clarified what the dimensions of social capital are, 

and grouped them in three clusters based on their attributes and facets: the structural, 

the relational, and the cognitive. The structural dimension refers to the overall pattern 

of connections between social actors. The relational dimension analyses the ‘actor 

bonds’, and in particular relations like respect and friendship that people have for each 

other, which influence their behaviour. The cognitive dimension refers to those 

resources providing shared representations, interpretations, and systems of meaning 

among parties. Several researchers (Barner-Rasmussen et al., 2010; Liao and Welsch, 

2005, cited in Lee and Jones, 2008;) have also confirmed that these three dimensions 

although related and partly overlapping, are sufficiently distinct from each other to be 

treated as separate. 

These three dimensions of social capital have also an effect on the four conditions (i.e. 

opportunity exists, it proves worthwhile, motivation, and combination capability) 

necessary for the exchange and combination for the creation of new knowledge within 

organisations, as identified by Nahapiet and Ghoshal (1998). The creation of new 

knowledge seems to offer a good framework for understanding the creation and 

development of social capital, as knowledge is socially embedded, residing in situations 

and relationships. There is ‘a complex and dialectical process in which social capital is 

created and sustained through exchange, and in which, in turn, social capital facilitates 

exchange’ (Nahapiet and Ghoshal, 1998:250). Other authors (Kostova and Roth, 2003) 

also analysed the formation of social capital, but from a different angle, as their 

research was based on the idea that social capital is a useful foundation of informal 

coordination within MNCs. Kostova and Roth (2003) identified that relationships that 

form the basis of social capital occur at the level of the individual, where key boundary-

spanning individuals play a central role. This confirms the overriding consensus that 

relationships play a central role in social capital formation (Gordon and Cheah, 2014; 

Johnson and Duxbury 2010). 



 

 

30 

Relationships also play a central role in the internationalisation process of firms, as this 

process involves and is influenced by the set of connected relationships a firm develops 

as part of its ‘network’; and this seems to be specially the case for smaller firms 

(Coviello and Munro, 1997). Access to external sources improves the potential for 

foreign market penetration by gaining access to resources and markets (Chetty and 

Blankenburg Holm, 2000; Coviello and Munro, 1997). This is an approach in the 

current internationalisation literature that explains the internationalisation process 

from a network perspective; it is called ‘the network model’ (Johanson and Vahlne, 

2009). In this model, the internationalisation process is seen as a process of developing 

and accessing social capital (Johanson and Vahlne, 2006, cited in Chetty and Agndal, 

2007), where firms organise their business to develop, support, and coordinate 

relationships (Johanson and Vahlne, 2003). The network model does no longer see 

country markets as meaningful entities, the internationalisation process is based on the 

relationships firms have with other firms, and social ties play a crucial role in entering 

those foreign markets (Agndal and Chetty, 2007; Johanson and Vahlne, 2003). Entry 

problems are no longer associated with country markets, but with specific customer or 

supplier firms, that is why the focus should be on managerial problems associated with 

the establishment and development of relationships (Johanson and Vahlne, 2003). 

Among small and medium-sized entrepreneurs there is an understanding that firm 

growth can be achieved through exporting as an entry mode (Jaffe and Pasternak, 

1994), but export intention is not enough (Sousa and Bradley, 2009) as firms encounter 

considerable challenges in obtaining resources, foreign market knowledge, overseas 

contacts and business opportunities, and achieving organisational viability for 

developing foreign business (Malhotra et al., 2013; Tang, 2011). Networks and network 

relationships have been proved to be key for SMEs to overcome resource constraints 

and isolation, especially in the internationalisation process (Tang, 2011). It is through 

external relationships that SMEs overcome the difficulties in acquiring information and 

knowledge about foreign markets (Agndal and Chetty, 2007), as just few manufacturers 

are able to cover a market adequately without the service of some form of intermediary 

(Jobber and Lancaster, 2006). This allows firms to reduce costs and uncertainty, and at 

the same time benefit from the partner’s previous knowledge and investments in the 

market (Barkema, et al., 1996; Chetty and Blankenburg Holm, 2000). As firms gain 

experience in international markets, they begin to progressively accumulate social 

capital and realise its value. Consequently they become proactive in managing social 
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capital by seeking relationships that benefit them and by terminating ineffective ones. 

(Chetty and Agndal, 2007) 

Sales agents and distributors are often seen as key figures in a firm’s overseas 

operations and success, and an appropriate entry mode for SMEs in international 

markets (Jobber and Lancaster, 2006; Young et al., 1989, cited in Sousa and Bradley, 

2009). It is undeniable that the sales function is becoming a strategic activity, where 

the sales process is much more about creating a relationship. And, in this case, 

intermediaries might be able to execute a boundary-spanning role, as they are in a 

similar position to salespeople who increase flows of valuable information. (Storbacka 

et al., 2009) Sales agents and distributors become network intermediaries after 

accumulating deep knowledge of the capabilities and preferences of sellers and buyers 

that they serve in their networks (Rauch, 2001). 

But, exporters should also be aware that to develop good working relationships with 

their agents commitment is needed from both sides, and intense interactions and 

cooperation in the form of two-way communication and frequent information exchange 

leads to strategic gains and better export performance (Jobber and Lancaster, 2006; 

Sousa and Bradley, 2009). Relationships develop gradually when the firms learn from 

interaction with each other and commit themselves stronger to the relationship 

(Anderson and Weitz, 1992; Blankenburg Holm et al., 1999, both cited in Johanson and 

Vahlne, 2003). Developing relationships in foreign markets increases the complexity, 

uncertainty, and necessary time (Coviello and Munro, 1997; Johanson and Vahlne, 

2003), which could result in adverse outcomes for those SMEs that do not have the 

ability to derive value from networks (Tang, 2011). Still, small firms need to enrich their 

knowledge about the function of networking, as network diversity (embedded ties and 

arm’s-length ties) might be beneficial to providing access to a greater variety of 

resources for the internationalisation development (Tang, 2011). But, it might be also 

important to focus on few key network partners, as access to valuable information, 

opportunities, and resources will come mainly from a small number of quality links 

(Fornoni, Arribas and Vila 2012; Tang, 2011). 
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3 METHODOLOGY 

This chapter starts with a general explanation why qualitative methods have been 

chosen over the quantitative ones, and it follows with the specific reasons why an 

inductive research design fits better for the purpose of this study. The following section 

explains in detail the data collection process: it analyses why the semi-structured 

interview is used as the data collection technique, there is also a thorough guide on the 

interview questionnaire, and the sampling strategy used for selecting the interviewees 

is explained. The next section refers to the data analysis, and it tries to justify and 

explain the use of the grounded theory as a strategy for making sense of all the data 

collected. Finally, the last section contains reflections about my personal understanding 

of the contextual scenario and my past professional relationship with most of the 

interviewees.  

3.1. Research design 

In this research, a part of the phenomena of social capital under the context of SMEs is 

studied. The main aim here is to understand ‘how’ intermediaries, i.e. sales agents and 

distributors, build and maintain their personal business networks (i.e. their own social 

capital) within an internationalisation context. As Silverman (2006:34) expresses: ‘the 

choice between different research methods should depend upon what you are trying to 

find out’. In this context where the study is conducted to learn about social phenomena 

that cannot be easily observable or available, qualitative research seems to fit better 

into the equation. One of the main reasons is that the methods used in qualitative 

research can offer a deeper understanding of social phenomena than otherwise would 

be obtained from a purely quantitative methodology. Another strength of qualitative 

research is that it can use data that is naturally taking place to find the arrangements 

(‘how’) in which the parties’ meanings (‘what’) are deployed and by these means 

establish the nature of some phenomenon. (Silverman, 2006) 

Despite its strengths, qualitative research has often been uneasy with theory 

development, and as Patton (2002) observes, some of its well-known methodologists 

(e.g. Glaser, 1978, 2000; Strauss and Corbin, 1998; Denzin, 1978b; Lofland and 

Lofland, 1984; Blumer, 1969; Whyte, 1984; Becker, 1970) take as a major focus the task 

of theory construction and verification. The problem that qualitative researchers face 

has to do with the categorisation of the events and activities described on the long 
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descriptive narratives, as opposed to the quantitative statistical tables, and how reliable 

those categories are. Then, how sound actually the explanations offered are? If the 

researcher just narrates some examples of some apparent phenomenon with no effort 

to analyse ambiguous or even contradictory data, this will fall under some 

anecdotalism, which will question the validity of the research. (Silverman, 2006) Still, 

qualitative inquiry can contribute to research through inductive theory development, 

“grounded theory” being a well-known example. Thus, careful consideration must be 

given to the accuracy, validity and integrity of the results. (Patton, 2002) 

3.1.1. Inductive research 

The main reason to conduct an inductive research is the lack of studies and information 

on ‘how’ intermediaries (i.e. sales agents and distributors) build and maintain their 

own social capital with their foreign SMEs’ counterparts in the context of 

internationalisation. Here, the objective is to understand what the deeper structures of 

reality are, and to be able to detect meanings, relations and coherence. Induction 

inference fits better for the purpose of this study, as the research begins with particular 

observations of a sample from which conclusions and commonalities could be drawn 

for a larger population. This process, from particular observations to generalisations, 

does not follow a logical reasoning in which conclusions are drawn from general 

premises, and for this reason, this type of inference can appear weaker than deduction 

in terms of logical reasoning. (Danemark, Ekström, Jakobsen and Karlsson, 1997; 

Ketokivi and Mantere, 2010) 

In fact, induction might lack the solid normative foundation that deduction enjoys 

(Ketokivi and Mantere, 2010), and this seems to have been an unresolved issue in 

contemporary epistemology posing a series of questions and discussions about its 

empirical validity. But, as Ketokivi and Mantere (2010) defend, in the absence of an 

explicit logic of induction to guide the justification of claims in the research, two 

practical reasoning strategies are available to researchers: idealisation and 

contextualisation. In the idealisation strategy, inference and explanation are treated as 

separate activities, whereas in the contextualisation strategy they are treated as one. In 

this study, the idealisation strategy seems to fit the purpose of the research design well, 

as its goal is ‘to provide normative guidelines for justifying inductive arguments’ 

(Ketokivi and Mantere, 2010:320). 
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3.2. Data collection 

Qualitative methods can produce rich and detailed data about a small number of people 

and cases, and it allows for inquiry to be treated in great depth, detail, context, and 

nuance. The potential breadth of qualitative inquiry is not constrained by 

predetermined analytical categories, and the extent to which the research is broad or 

narrow depends on purpose, the resources and time available, and the interests of those 

involved in the study. (Patton, 2002) 

In this study multiple cases are used rather than a single one. Here, the idea is that the 

researcher can study patterns common to cases and theory and to avoid chance 

associations (Eisenhardt, 1989; Yin, 2003). Eisenhardt (1989) states that there is no 

ideal number of cases, but recommends between four and 10 cases. With fewer than 

four cases, theory is difficult to generate, and with more than 10 cases, the complexity 

and volume of data is difficult to cope with. Therefore, eight cases have been identified 

that match the purpose of this study. 

The unit of analysis for this study is an intermediary that acts as a sales agent and/or 

distributor (some of the intermediaries fulfil both roles at the same time) for a foreign 

SME counterpart. In all cases, the focus is on their individual and personal accounts in 

relation to their relationships with those foreign partners. The reason to do this is that 

those relationships a firm has with other stakeholders are based on relations that 

evolve between individuals in the firms (Blankenburg Holm et al., 1996); thus, a richer 

and deeper picture of the events seemed more likely to emerge when analysing those 

interpersonal relationships. 

3.2.1. Interviews: semi-structured 

The use of the eight interviewees’ accounts in this study can provide value and depth of 

understanding about how social capital is built and maintained by intermediaries (i.e. 

sales agents and distributors), and the main form of data gathering for that, in here, is 

the semi-structured interview. The semi-structured interview method is consistent with 

the idea of flexibility and adaptability needed when collecting the data, where the order 

of the questions can be modified. The reason behind this choice is that this thesis tries 

to understand a social phenomenon that occurs among individuals and the 

relationships established among them. The idea is not to generalise the findings per se, 

but to try to understand what lies behind the social structures and relationships among 
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the different parties. In order to get a full and rich picture of the interviewees’ accounts 

and its nuances in the discourse and meanings, the semi-structured interview seems to 

be an appropriate technique that offers sufficient scope for a rich picture of the 

phenomena, as interviews are able to collect rich and illuminative material for a 

reduced number of cases. (Robson, 2002) 

The interview can offer strong validity when collecting data, as this method can collect 

the nuances in context, discourse and meaning of the respondents’ answers, as opposed 

to the rigidity of surveys. Furthermore, the interviewer has the possibility to clarify 

what she/he intends to question, and even modify the line of inquiry to follow up out of 

the ordinary responses or exploring underlying motives. Yet, reliability of the data 

collected might be an issue worth noting, as interviews usually lack routine procedures 

and standardised forms. Another aspect that has to be taken into account when 

collecting data is the involvement of the respondent. Interviewers can have a major 

influence on the willingness of the respondent, and this is seen as a positive asset if the 

interviewer is able to influence the interviewee in a constructive manner. (Robson, 

2002) 

3.2.2. Interview guide 

An interview guide was created (see Appendix 1, page 82) to cover the areas related to 

understanding how intermediaries build and maintain their social capital in relation to 

their clients (i.e. the foreign SMEs counterparts). Following the suggestions by 

Charmaz (2006) about grounded theory studies, the interview guide was developed 

using a few broad, open-ended and non-judgemental questions so that the interviewed 

participants would do most of the talking; these type of questions also encouraged 

unanticipated statements and stories to emerge. Yet, in the interview guide more 

detailed follow-up questions were also used to make sure that certain points would be 

covered. This allowed for clarifying details when more information was needed. 

The first part of the interview guide identifies what is the context and line of business 

where the intermediary develops her/his role. There are questions about the company, 

the tasks the intermediary performs, and the foreign partners she/he is collaborating 

with. The idea here is to obtain a relevant and concrete picture of the context in which 

the intermediary develops her/his responsibilities. 
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The second part of the interview guide investigates the reasons why the interviewed 

person started the intermediary role, why did she/he decide to work as an 

intermediary. It is not only important to know the reasons for someone to become an 

intermediary, but also to understand how the relationships with the foreign 

counterparts were established. The intermediary role would lack its purpose without 

the establishment of those relationships with the foreign partners. Thus, there is a clear 

need to understand how the interviewees met their foreign SMEs partners, and how 

those relationships were established with them, what networks and ties were used in 

those cases. 

The third part examines how the intermediaries build and maintain their relationships 

with their counterparts at a personal level; this means that the direct personal 

relationships between the intermediaries and the contact persons at the partners’ end 

are explored. One of the main points here is to identify those dimensions and facets 

that become more relevant from a social capital perspective (i.e. structural, relational, 

cognitive). Another important point here is to identify the type of information and 

knowledge that is shared between the parties. The exchange and sharing of information 

could be an important driver for social capital to take place, thus special attention is 

also placed here. 

The last part of the interview guide looks into the value that the role of intermediary 

brings to the relationship, that is, the reasons why an exporter would decide to work 

with that particular intermediary. Once the interviewees have been able to discuss and 

reflect on their roles, tasks, and relationships with their foreign partners, it is also 

intended to learn more about those most successful relationships, and to look for those 

conditions that might have made those distinctive from the rest. 

The interview guide is in English, and all the interviews were conducted in English, 

except from one that was done in Spanish. The reason for this specific interview to be 

done in Spanish was because the interviewee did not feel comfortable expressing 

herself in English. In this case, the questions were adapted directly from English to 

Spanish as the interview progressed. Spanish being the mother tongue for both the 

interviewer and the interviewee facilitated the interview process in this case. The other 

seven interviews were performed in English, but none of the seven interviewees’ 

mother tongue is English. For this reason, sometimes it was necessary to simplify the 

wording of the questions, and I had the possibility to clarify what I intended to 

question. 
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3.2.3. Sampling strategy and cases chosen 

Even though one of the crucial questions in inductive research design is whether the 

studied cases are representative of the entire population (Danemark et al., 1997), the 

information richness of the cases selected and the observational and analytical 

capabilities of the researcher seem to be more crucial than just the sample size in terms 

of validity, meaningfulness, and insights generated (Patton, 2002). Similarly, 

Eisenhardt and Graebner (2007:27) claim that ‘some readers make the faulty 

assumption that the cases should be representative of some population’. The authors 

defend that the purpose of this type of research is to develop theory, not to test it. And, 

in this case, theoretical sampling6 (not random or stratified) seems more appropriate. 

Yin (2003) also suggests that cases should be selected in which the phenomenon under 

study is transparently observable. 

Qualitative inquiry typically focuses in depth on relatively small samples. Although this 

seems to be a weakness in statistical sampling, it becomes a strength in qualitative 

sampling. The logic behind this lies in the selection of purposeful samples that are 

information-rich cases, which have been chosen for the likelihood that they will offer 

theoretical insight. By studying information-rich cases one can learn a great deal about 

issues of central importance, which produce insights and in-depth understanding 

rather than empirical generalisations. (Eisenhardt and Graebner, 2007; Patton, 2002) 

When selecting the cases (see Table 3, page 38) different strategies have been used to 

serve particular purposes of this research. In the first place, criterion sampling has 

been used to select most of the cases. As Patton (2002) explains, the point of criterion 

sampling is to be sure to understand cases that are likely to be information rich for the 

purpose of the study. In criterion sampling, the cases selected also have to fulfil some 

predetermined criteria, and in this study, six cases followed three main criteria: the 

person interviewed fulfils an intermediary role as a sales agent, distributor, or both; 

she/he has already built her/his network of foreign SMEs counterparts; and the foreign 

partners are manufacturers that use these intermediaries as the means to export their 

products in the domestic territory of the intermediary. 

In the second place, extreme case sampling was used to select two unusual cases. The 

logic behind using unusual cases is to learn about rare conditions or extreme outcomes 

                                                        
6 ‘Theoretical sampling simply means that cases are selected because they are particularly suitable for 
illuminating and extending relationships and logic among constructs’ (Eisenhardt and Graebner, 2007:27). 
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that are relevant (Patton, 2002). Similarly, Eisenhardt and Graebner (2007) talk about 

“polar types” in which extreme cases can lead to more easily recognizable contrasting 

patterns in the data. Two ‘extreme’ cases were selected for this study, and these shared 

two of the previous criteria (i.e. being an intermediary, and the foreign partners utilise 

them as the means for exporting). The first case relates to a person who started working 

as a sales agent when the interview was made and at that time she was still trying to 

determine how to build her own network of foreign partners. The second case can be 

found at the other end of the spectrum, it is the case of an individual who already had 

stopped working as a sales agent. 

Table 3. Interviewees categorised based on the selection criteria 

Interviewee Criteria Sampling 
strategy 

Intermediary 
role (market 
served) 

Network of foreign 
SME partners 

Type of 
manufacturers 

Int. #1 Distributor 
(Finland) 

Spain, Italy, 
Germany, 
Switzerland, 
Sweden, Denmark 

Furniture, 
lighting 

Criterion 
sampling 

Int. #2 Distributor, 
sales agent 
(Finland) 

Spain, Italy, 
Germany, 
Denmark 

Furniture, 
textiles 

Criterion 
sampling 

Int. #3 Distributor, 
sales agent 
(Finland) 

Spain, Italy, Israel, 
Germany, Sweden, 
England 

Furniture, 
lighting 

Criterion 
sampling 

Int. #4 Distributor 
(Finland) 

Italy, France Furniture, 
lighting 

Criterion 
sampling 

Int. #5 Distributor 
(Finland) 

Germany, Italy, 
Sweden, Denmark, 
France 

Fabrics, wall 
coverings 

Criterion 
sampling 

Int. #6 Distributor 
(Finland) 

Italy, Germany Kitchen, 
bathroom, 
furniture, and 
appliances 

Criterion 
sampling 

Int. #7 Sales agent 
(Spain) 

Italy, China Textiles Extreme case 
sampling 

Int. #8 Sales agent 
(Germany) 

Spain Furniture, 
lighting 

Extreme case 
sampling 



 

 

39 

3.3. Data analysis 

This research studies eight different cases, and each of them is looked at as a separate 

entity, enabling unique patterns across the cases to emerge (Eisenhardt, 1989; Yin, 

2003). As explained previously in the sampling strategy section, each of the cases was 

selected purposefully to match the objectives of this research. And, following the 

guidelines of inductive research design no attempt was made to operationalize and 

measure concepts on a priori basis. Once the semi-structured interviews were 

performed, the interviews were transcribed. The transcripts were content analysed, 

interpreted and coded as means for labelling categories and dimensions that emerged 

in the process. In most cases, direct quotes from the interviews were used, as they are 

believed to best reflect the phenomena under investigation. 

3.3.1. Strategy for sense making: grounded theory 

Inductive research design might lack the solid normative foundation that deduction 

enjoys in contemporary epistemology (Ketokivi and Mantere, 2010). Yet, in the absence 

of an explicit logic of induction to guide the justification of claims, an idealisation 

strategy that treats inference and explanation as separated activities can fit the purpose 

of this thesis research design. The goal here is ‘to provide normative guidelines for 

justifying inductive arguments’ (Ketokivi and Mantere, 2010:320). 

In order to provide those normative guidelines for justifying inductive arguments, this 

thesis will use what Langley (1999) describes as ‘grounded theory strategy’ for sense 

making. But, the meaning of ‘grounded theory’ is often used as a general reference to 

inductive theorising (Langley, 1999). ‘For some scholars, grounded theory building 

simply means creating theory by observing patterns within systematically collected 

empirical data’ (Eisenhardt and Graebner, 2007:30). For other scholars, grounded 

theory building can have a more precise meaning that comes from the original focus of 

Glaser and Strauss (1967). Thus it is important to be clear about the adherence to one 

specific process in judging research quality, but at the same time strict adherence can 

result in a theory with limited generalizability. (Eisenhardt and Graebner, 2007; 

Langley, 1999) 

In this study, the grounded theory approach by Strauss and Corbin (1990) is followed. 

It ‘uses a systematic set of procedures to develop an inductively derived grounded 

theory about a phenomenon’ (Strauss and Corbin, 1990:24). This means that, first, 
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small units of data (events, incidents) have been obtained through ‘coding’7 from the 

interviews’ accounts. Open coding was used to identify those events in the text that 

belonged to a certain category, and by naming and categorising the phenomena 

conceptual labels emerged. Here especial care was taken not to borrow unnecessary 

concepts from the prior reviewed literature, as those concepts could bring commonly 

held meanings and associations that would bias the subsequent analysis. Categories 

were refined and verified with the data from the interviews, which also led to the 

appearance of subcategories, dimensions and properties. 

Notes were made on the interview transcripts to register the initial categories and 

concepts (see Figure 4 below). 

 

Figure 4. Notes made on one of the interview transcripts 

 
Afterwards, more extensive notes were written in the form of memos in a spreadsheet. 

Here, similar concepts falling under the same categories were grouped together. Under 

each of the interviews’ columns, those categories were listed one after the other based 

on the interview guide main blocks. The notes were also placed next to other similar 

categories from the other interview columns. This facilitated the following comparisons 

among categories and concepts across all eight interviews (see Figure 5, page 41). 

                                                        
7 ‘Coding represents the operations by which data are broken down, conceptualized, and put back together 
in new ways’ (Strauss and Corbin, 1990:57). 
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Figure 5. Extensive notes written in a spreadsheet 

 

In order to put back together the data in new ways that would surface the existing 

relationships among categories, axial coding was used. In this case, diagrams were used 

to determine the ways in which categories were related to each other. (Strauss and 

Corbin, 1990) First, all the interviews’ data, categories, and relationships were 

organised in meaningful ways for each of the eight interview accounts (see Figure 6 

below). Once this was done for all the interviews, more complex diagrams containing 

the relationships and patterns across all cases were drawn (see Figure 7, page 42). 

 

 

Figure 6. An extract of one of the interview’s diagrams 
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Figure 7. A diagram that shows relationships established across all cases 

 
This strategy lets the researcher stay very close to the original data, which in turn 

makes it high in accuracy. But, theories developed in this manner can, at the same time, 

be dense and rate low to moderate in simplicity. (Langley, 1999) Another of the biggest 

challenges is to stay within the spatial limitations while transmitting a rich account of 

the results and the empirical evidence that supports them. In this case, there is a clear 

trade-off between information-rich cases and well-grounded theory. (Eisenhardt and 

Graebner, 2007) 

3.4. Reflections 

My past professional experience allowed me to have a good understanding of the 

contextual scenario for the chosen cases. In addition, I was able to consciously select 

those interviewees I personally knew that could contribute the most, and that would 

help develop this study about how social capital is built and maintained among 

intermediaries. 
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3.4.1. Pre-understanding of the contextual scenario 

Most of the interviewees in this study are developing their business within the furniture 

and lighting markets. These markets are very familiar to me, as I worked for two years 

as an export manager in an upholstery company in Spain, and later on became a sales 

agent for Spanish furniture and lighting companies in Finland for a bit more than two 

years. In the first case, as an export manager, I had to make sure that the orders 

delivered to the foreign clients were properly received and handled. At the same time, I 

visited the company’s foreign sales agents and distributors to improve communication 

and sales; and I participated in industry-specific international fairs. In the second case, 

as a sales agent, I was building and improving the sales network in Finland for about 10 

different Spanish design furniture and lighting companies. Besides contacting local 

Finnish retailers and distributors, I also hosted visits from the Spanish firms’ 

representatives in Finland. 

These two working experiences allowed me to gain an understanding on how this 

specific industry works, and I learnt about relevant aspects from a design, technical and 

sales perspective. Being already familiar with this scenario helped me realise the 

hidden potential for better understanding and analysing how networks in this industry 

(and probably others) are being built. This pre-understanding also gave me the chance 

to better understand the nuances in the interviewees’ replies and to look for deeper 

meanings during the interviewing process. 

3.4.2. Past professional relationship with the interviewees 

In most cases I personally knew the interviewees, as I met them through the course of 

my past professional career. I had a professional relationship with six of them when I 

was working as a sales agent in Finland: five of them are local Finnish distributors 

and/or sales agents, and one of them was an export manager for the Nordics area for 

one of the Spanish firms. I also had a professional relationship with one of the 

interviewees when I worked for the Spanish upholstery firm, and she was acting as our 

sales agent representative in Germany at that time. The last interviewee was referred to 

me through an acquaintance in Finland, and this was the only case where I did not have 

any previous working-related relationship. 

The choice of all these interviewees to be part of the interviewing process was based on 

the fact that they seemed suitable for this particular study. As Yin (2003) suggests, the 
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cases should be selected in which the phenomenon under study is transparently 

observable, and all the interviewees chosen appeared to be a good fit for examining the 

process of social capital creation. The selection was made following the idea that these 

would be information-rich cases, which could produce insights and in-depth 

understanding rather than just empirical generalisations (Eisenhardt and Graebner, 

2007; Patton, 2002). 

It is also important to acknowledge that personally knowing most of the interviewees 

facilitated their availability and willingness to be part of this study. In all cases, I had a 

positive and rewarding professional relationship in the past, which I believe made a 

positive impact in their disposition to be open and share the information that was 

required. 
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4 RESULTS 

In this chapter, the results from the interviews give a more precise understanding about 

how intermediaries (i.e. sales agents and distributors) create and maintain their social 

capital. The first part summarises a typical case of social capital creation by those 

intermediaries interviewed in this study. It shows the steps followed when starting the 

intermediary role, and how the relationships among intermediaries and partners are 

established. Then, the results explain what kind of information and knowledge is 

shared among the parties involved in a relationship, and how it is exchanged. This is a 

crucial component in understanding why all parties participate in such networks. The 

next part describes what appear to be four fundamental conditions that have an effect 

on the development of relationships, and in turn determine what type of relationships 

the intermediary will be more likely to develop with her/his clients (i.e. the foreign 

manufacturers). Next, the two possible types of relationships that typically emerge 

among intermediaries and exporters are explained. During the interviews some 

intermediaries highlighted the importance and momentum that the Internet has been 

gaining as a game-changing force in their industry. This emergent topic is also 

examined in the last part of this chapter. 

This chapter gives answers to the questions posed under the ‘aim’ section of this study, 

except for one: what are the most relevant dimensions and facets of social capital that 

intervene in the development of these relationships? This last topic is better answered 

in the analysis section, reason being, the dimensions and facets in question are strongly 

linked with the other results that are discussed throughout the current results section. 

Thus, addressing the topic in the analysis chapter would provide for better continuity 

and clarity. 

4.1. A common case of social capital creation by intermediaries 

Usually, an intermediary (i.e. sales agent or distributor) finds opportunities for future 

gain within her/his closest personal or business networks. These opportunities could be 

a new product or brand that has not been introduced in the local market at that time, a 

niche market that has not been developed, or the expansion of a contacts’ database 

obtained from her/his most recent professional career. 

In the manufacturing business, international fairs still seem to play a very important 

and central role as a space for networking. In most of the interviews in this study, it was 
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stated that when visiting these international fairs, the interviewees realised the 

potential of the previously described ‘opportunities’8, and in most cases those 

opportunities were developed after the visit to the fair. In these international fairs, 

intermediaries explored the newest and latest products and collections, they made most 

of their first contacts, and/or met with already existing partners. This highlights the 

fact that even if the Internet has made it easier to search for and reach new partners, 

personal interaction between parties continues to be a fundamental ingredient for 

relationship creation and development. 

Once the intermediary has found the right partner, and the exporter has agreed to 

meet, informal negotiations9 usually follow. Here, both parties go through the product 

collections and sales conditions. In this phase, the intermediary tries to be 

acknowledged as a trustworthy partner. Reputation seems to play a very important role 

throughout this process. The intermediary explains how she/he works, shows a genuine 

interest in the products and company she/he wants to work with, and makes a clear 

statement of those other brands she/he has already been collaborating with (if any), all 

in the hope of making a lasting impression. If the intermediary is able to make a 

positive impact on the exporter, it will be easier to be accepted as a ‘trustable’ partner. 

Once the negotiation has concluded, it is quite common that the intermediary will start 

placing orders (or buying) on behalf of those clients from the local market, and the 

manufacturer will serve (or sell) those orders. 

As the projects between the intermediaries and the exporters move forward, the results 

obtained clearly determine the intensity of the further interactions between the parties. 

More accomplished projects and transactions lead to more interactions and more 

regular contact amongst the parties. Similarly, less projects and transactions most 

likely mean fewer interactions, and in this case communication is kept to the necessary 

minimum. In all cases, emails and phone calls are the main channel of communication, 

and the main contact person at the exporter’s end is usually someone who is in a 

customer care/account management position10. Across the interviews there was a 

consensus on the importance of this main contact person in terms of representing how 

partners actually work. Communications seem to flow seamlessly among all parties, 

                                                        
8 ‘Opportunities’ might also come from random and unplanned situations, for example when a local client 
asks an intermediary to order certain products from a brand that she/he did not know about. 
9 There is no established rule, but larger firms seem to prefer following a more formal negotiation style 
(e.g. signing contracts).  
10 This role involves being in charge of day-to-day tasks as taking orders, organising deliveries, sending 
quotations and price requests, etc.  
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and they usually use a common language, which in most instances is English. No 

important cultural barriers were found in most cases and intermediaries explained that 

usually the same business language is shared: the specific business sector jargon is 

generally well known by all parties involved. 

More intense relationships usually develop when intermediaries and their foreign 

partners are more in contact, due to a higher amount of interactions and projects in 

common. Here, export managers and/or owners of the manufacturing firm also get 

more involved in the relationship, and might participate actively, by planning together 

with intermediaries what business strategies could work best for the local markets. 

Intermediaries also have an opportunity to learn more about the manufacturer’s brand 

and products directly from the managers through specific trainings (for this purpose, 

intermediaries might be invited to visit the facilities of the manufacturer), and at the 

same time, the exporter also learns more about the local marketplace. Information is 

constantly exchanged and passed on from one party to the other. This exchange of 

knowledge is not only limited through emails and phone calls, a more personal face-to-

face interaction usually occurs. Other informal events like business dinners might also 

be arranged at certain moments (e.g. when visiting each other, or at international fairs), 

especially when the personal relationship has strengthened. When the relationship has 

reached a more mature stage (i.e. mutual trust exists), the intermediary might ask for 

better and more flexible sales terms. Knowing each other at a more personal level 

seems to facilitate communication, problem solving, and decision-making between the 

parties involved in the relationship. 

A much lighter relationship is more likely to develop when intermediaries and the 

foreign partners have fewer interactions and projects in common, and consequently the 

parties are less in contact. In this type of relationship, intermediaries are interested in 

keeping the communication stream to a minimum level, fast and effective. Here, the 

interaction mostly occurs in the form of emails and phone calls with the customer 

care/account management person at the exporter’s end. And, unlike the more intense 

relationships, export managers and/or owners of the manufacturing firm usually do not 

involve themselves too strongly in the relationship. Generally, there is no common 

business planning between the parties involved since only a small amount of orders are 

made from time to time. From the intermediaries’ perspective, there is not a real need 

to deepen relationships that would be costly in resources, both money and time. 
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Figure 8. A common case of social capital creation by intermediaries 

4.2. Information and knowledge shared amongst intermediaries and 
exporters 

The exchange of information and knowledge amongst intermediaries and their partners 

is a crucial component for understanding why all parties participate in such networks. 

Information and knowledge exchange is key when the exporter needs to know more 

about the local markets and clients, and for the intermediary to understand better the 

specific brand, products, and sales conditions of the exporter. In both cases, the parties 

are looking for specific and different types of information that each other possess. It is 

worth noting, based on most of the interview accounts, both exporters and 

intermediaries are very open about the information exchanged, and there seems to be 

no other option but to trust each other.  

The exporter (i.e. the foreign manufacturer) typically seeks, and is given, information 

about the intermediary’s local marketplace: the customers, the needs of the market, the 

type of products that work better, and the types of complaints that happen more 

commonly in that market.  

‘I think it’s important for them to see how the day to day business goes here, to meet the 
customers, to hear their complaints, their needs, what do they think about new products. 
To hear their feedback, from the customers themselves, so they, so that they learn the 
marketplace, of course they get a certain picture from me but that’s basically a broader 
picture of what’s the general opinion about something.’ Interviewee #3  

‘This case, I have to tell them that there are only some kind of projects which we can 
take, ask, offer, so that maybe they think about it.’ Interviewee #5 

Exporters also seem to be genuinely interested in knowing more about the intermediary 

herself/himself. They want to make sure that the person that represents them is a good 

fit for the brand and the products sold in a specific local market place. 
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‘And of course they scout, scout in that way that you are working in a manner that suits 
their company, some companies are more careful of what, which image you give.’ 
Interviewee #3 

‘they always visited our showroom and that was in a way to see the showroom, to see 
our collections, to get in contact with the staff, to see on what level we work was very 
important.’ Interviewee #4 

Intermediaries, in general, want to know as much as they can about the particular 

manufacturer, its collections and sales conditions, and everything related to the 

specifics on how the company works at a more practical level (e.g. how to handle the 

orders, who is the contact person, logistics, etc.). 

‘there might be some specific issues concerning some sales thing with some client and I 
need some information, and I use the opportunity to ask about also technical things 
when I need them. Also of course about the sales conditions, it’s a good opportunity to 
discuss how everything works about the logistics.’ Interviewee #6 

Some intermediaries also expressed their willingness to know about other professionals 

operating the same brands and products in the local market, and what is the vision of 

the company in the mid/long-term. 

 ‘very curious to know who they work with in Finland and which conditions […] very 
important, is to know which direction they're going to: which kind of products they are 
developing, how do they see their company after two or three years?’ Interviewee #1 

As a general rule, both intermediaries and exporters seem to be very open when it 

comes to sharing relevant information. In most cases, the importance to have mutual 

trust was explicitly stated, the reason being that they are aiming towards the same 

goals. But, there might also be particular cases where trust and openness do not score 

very high. This seems to be determined by the personality traits of the contact person 

with whom the intermediary has been interacting, and if she/he likes that contact 

person at a more personal level. Subsequently, these factors might define how much the 

intermediary feels she/he can be open about the information given. 

‘I think it's quite open. I have trust very well. I don’t think about it, that is there 
something? I think if it's working every year, same companies, there are no fear that 
you can get bad service or lies.’ Interviewee. #5 

 ‘I was required to provide them with all the information they needed, all the 
information I had […] the interesting thing for me was that the more information I 
would provide to them, the better it would work […]. That was mutual interest.’ 
Interviewee. #811 

 ‘Yes, we are quite open, but it depends how well we know them.’ Interviewee #1 

                                                        
11 See Appendix #2 (page 84) for the original quote in Spanish. 
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’I think it's important for me to be open as well, to share this information. […] (but) I 
have to be careful myself, just to measure a little bit my worth.’ Interviewee #7 

4.3. Conditions that determine how relationships are built 

When reviewing the results from the interviews, four high-order concepts appeared to 

have an impact on how relationships are being built by the intermediaries interviewed. 

The models of social capital formation presented by Nahapiet and Ghoshal (1998) and 

Kostova and Roth (2003) inspired this finding, as those models predict that certain 

factors and conditions influence the creation of social capital. In this case, Nahapiet 

and Ghoshal’s (1998) four conditions necessary for the exchange and combination of 

knowledge had a stronger impact, as the exchange of knowledge amongst 

intermediaries and their partners also seems to have a central role within the exchanges 

that occur among these social actors. Here, the four conditions are: accessibility, 

opportunity, motivation, and reputation (see Figure 9 below). These seem necessary 

when relationships are being built, and they might also regulate the intensity or type of 

social capital derived from those relationships. 

 

Figure 9. Conditions that affect the creation of relationships 

4.3.1. Accessibility 

Accessibility means being able to reach the company representative(s) with whom the 

intermediary can discuss about the potential relationship. There might certain cases 

(e.g. international fairs, visit to a manufacturer’s facilities, etc.) where the intermediary 

can get access to and reach the right contact person. Being able to get access to these 

occasions is crucial for the intermediary in order to start building her/his own network 

of relevant contacts, especially in the very beginning. Across all interviews, attention 

was drawn to the importance that international fairs have as a physical networking 
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space, where the intermediaries are able to engage face-to-face and in a more personal 

manner with their counterparts. 

‘if you are just at home and try to reach people through the Internet, it doesn't work. It 
was really good to visit (the fair). There I met people.’ Interviewee #2 

 ‘Shows (referring to fairs) are very interesting for networking. It’s the place to meet 
new people. […] You have to attend […] those shows, and the interesting people is there.’ 
Interviewee #7 

But accessibility is not only restricted to physical face-to-face interaction, it also means 

that one is able to obtain the right information when needed from the right people, 

independent of the channel used (e.g. e-mail, phone calls). Here, it seems to be 

important to build on certain relationships, as the interviewees stated very clearly that 

it is important to know the people from the companies you work with. Better personal 

knowledge and trust could also mean better access to the information needed, 

especially when the exchange of information implies higher degrees of complexity (e.g. 

product/service claims). 

‘Always and it’s typically that finally if nothing happens, I am the one calling the boss 
and then it happens. […] Yes, and go up enough. Take the top official […] If I call, then of 
course they act.’ Interviewee #4 

 ‘Usually incidents and things like that were discussed with the technical department 
(referring here to a lighting company) or with the export manager […] Being able to talk 
to him and tell him: “this does not work, changes need to be made”’ Interviewee #812 

4.3.2. Opportunity 

Whenever there is an opportunity to obtain a benefit from a relationship, it is more 

than likely that the intermediary is going to use her/his resources to build on that 

specific relationship. Typically, in the beginning of the intermediaries’ career, they 

recognise an opportunity (i.e. a new product or brand that has not been introduced in 

the local markets yet, a niche market that has not been developed, or a contact base 

that can be expanded) to be gained from one of her/his closest (or previous) networks.  

‘Pretty much, as a base. I had my old contacts as a base. That was the ground from 
where I basically started and worked up. […] a few companies when I left the company, 
that's who I used to work for. Some of companies called and said that they would like to 
continue discussions with me. Of course, I flew over there, and a meeting, and discussed 
how to do things.’ Interviewee #3 

                                                        
12 See Appendix #2 (page 84) for the original quote in Spanish. 
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Later on, if the intermediary improves the situation of a specific manufacturer in the 

local market, the intermediary might see this as an opportunity to be used as leverage 

to gain better terms or conditions. 

‘if we have worked several years with good results and there's some other companies 
who have poor results then they are just actually lower margins our margins, then I 
would say, “I want exclusivity;” or they simple want, they offer that, because the results 
are so good and we are active.’ Interviewee #1 

4.3.3. Motivation 

Motivation is another important condition that determines how social capital is built 

and maintained, and especially when it comes to defining the resulting type of 

relationship that will be created amongst the parties involved. In many cases, the types 

of relationships that will be formed (i.e. long-term versus short-term) are based on the 

opportunity sought after, but it is the degree of motivation that nurtures those 

relationships. Normally, in those cases where long-term relationships are being 

pursued, the motivation for developing personal relationships scores higher. Whereas, 

in those cases where a shorter-term relationship is sought after, the motivation for 

being more involved with everything that has to do with that specific manufacturer 

scores lower. 

‘(communication happens when there are) some orders, or some questions. […] I don't 
have time for chitchat. […] Yeah. That's why I feel that there is not that necessary that a 
representative call me and says hello if there is not any ...’ Interviewee #2 

4.3.4. Reputation 

Reputation is a condition that is not only important for the intermediary, but also for 

the foreign manufacturer. In the beginning, when the intermediary is building her/his 

relationship with the foreign partner, she/he presents an image about herself/himself: 

how does she/he work, what is the story behind her/his intermediary role, what other 

compatible references (i.e. other brands, lines of products) she/he is already working 

with. How the intermediary’s reputation is presented and perceived will have an impact 

on the willingness to develop the relationship.  

‘it’s never been a problem to have a brand that I have wanted to have because we are 
famous even if we are small and they know through their colleagues that they … if I say 
I work with (the brand), it’s enough for most companies. They work with us too. You use 
of course, the networks you have with others. You use you references. […] (the brand) is 
so world famous for that high quality brand and so if you drop the name, it opens 
basically the doors.’ Interviewee #4 
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Once the intermediary is working together with the foreign manufacturer, reputation 

might still determine what is the intensity of the relationship between the partners. In 

this case, how either of the parties perceive the other can have a great impact in the 

future development of the partnership. 

‘In my opinion it was a success […] the personal relationship (with the owner), I believe 
the customer too was pleased with it (the work carried out by the intermediary) and 
considered that the possibility to grow and expand existed.’ Interviewee #813 

 ‘Some companies, I completely trust (what) they say, they never lie; then there's some 
people who I don't trust one bit in personal level.  They promise you everything.  When 
they start this gibberish of communication, collaboration, and working together, it goes 
on and on.  It's like politics talking, then you know that (they) don't have a clue what 
they're talking about.’ Interviewee #1 

4.4. Types of relationships obtained 

The results from the interviews revealed two main types of relationships developed 

between the foreign manufacturers and the intermediaries. These two types can be 

differentiated based on the intensity and duration of the interactions: partnerships 

(long-term relationships), and buying and selling situations (short-term relationships). 

4.4.1. Partnerships 

Long-term relationships represent a portion of the relationships developed between 

intermediaries and the foreign manufacturers. Some of the interviewees explained that 

specific exporters see them more as partners than just mere business-to-business 

customers. This usually happens when an increasing amount of projects are being 

handled between both parties, which result into closer and more personal relationships 

between intermediaries and the contact person at the manufacturer’s end. It is also 

worth noting that in this context, continuous and sustainable business gains in the 

specific local market of the intermediary might act as a proxy for supporting this type of 

relationship. 

‘You probably get more trust when you order more stuff. Because In the beginning, 
everybody is little bit ... They don't even know who I am and what I do.’ Interviewee #2 

‘I do know for (the company), we are the biggest export market compared to the size of 
the markets by far.  It's something we consider as a partner.’ Interviewee #1 

                                                        
13 See Appendix #2 (page 84) for the original quote in Spanish. 
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‘it’s (the company) which goes back for I think almost 20 years and very personal and 
very, very positive. We have done a huge work here in Finland and selling very, very 
well and now they are very grateful.’ Interviewee #4 

The relationships between the intermediary and the individuals contacted at the 

manufacturers’ end (i.e. owner, export manager, customer care/account manager) 

usually develop further on a personal level. This is, in part due to visits and interactions 

that occur more often as compared to other personnel at the manufacturers’ end, and in 

part due to a more effective management of the relationship by the manufacturer; as an 

example the manufacturer might take good care of key and valued intermediaries by 

inviting them to their manufacturing facilities, fairs, and other social gatherings (e.g. 

dinners). Stronger and more personal bonds between the exporter and intermediaries 

might come with advantages, as stronger bonds to a specific relationship (and person) 

will probably mean that the intermediary gives priority to certain brands and products. 

‘They invite (me) to come to the factory […] they would love that the people who 
represent their projects come there, have a look and meet them and they show very 
much hospitality.’ Interviewee #6 

‘They really take very well care of us. They for example also invite us to the fairs, invite 
us to dinners. They really take good care of us because they are very pleased with the 
work we do. Of course it goes both ways, they have given us very (good) conditions so of 
course, we also in this end, do our best to sell those products. That’s number one so of 
course, our sales staff know where to start, not from some small company that is not 
very important for us.’ Interviewee #4 

Stronger and more personal bonds might also bring advantages to intermediaries. 

Better quality connections and relationships can serve as buffers in moments of 

uncertainty (e.g. an unresolved claim, or asking for something special), as in those 

situations getting the right information or service is of crucial importance. 

‘in that case I also think that that if you’re in a good relationship with the customer care 
for example, and you need something; you need a product fast or you need to make 
something special and, of course if you know that person good, you’re in good terms 
with them, they help you out.’ Interviewee #3 

4.4.2. Buying and selling 

Short-term relationships represent the other portion of the relationships developed 

between intermediaries and the foreign manufacturers. Typically, an isolated buying 

and selling transaction occurs at a specific moment in time; and contrary to what 

usually occurs in ‘partnerships’, a continuous flow of orders/transactions does not 

materialise. Here, the intermediary is not interested in developing a long-term 

relationship, as she/he just wants to get the practical information about an order at a 
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specific point in time. The interaction is simply based on the intermediary contacting 

the customer care/account manager on the manufacturer’s end via e-mail or a phone 

call in order to make sure that the order/transaction is made. In most cases, these 

relationships are kept to the minimum necessary in terms of resources and time 

invested, as they usually do not imply any thorough planning between the partners. 

 ‘we have some brands, factories, that we order once a year, and then we have some 
companies that we order five times a week.  […]  Those irrelevant companies, we don't 
really have any kind of planning.’ Interviewee #1 

4.5. How does Internet affect social capital creation? 

Based on the interviews accounts it seems clear that the Internet is acting as an external 

force that is changing some of the long-established rules of the game within the 

manufacturing business. Some of the intermediaries see this as a challenging moment, 

but that could also bring new opportunities. 

Internet seems to have a clear impact on how information and contacts can be 

accessed, thus it has an effect on the ‘accessibility’ condition previously presented. 

Nowadays, it is easier for anyone with an Internet connection at home (and/or office) 

to search for certain products and brands, which was practically impossible in the pre-

Internet days without being physically present in certain locations. 

 ‘The Heimtextil (fair), that was the best thing to start because nowadays, […], because 
Internet has changed so that it’s not so important, but 25 years ago, it was only that you 
can… Because you didn’t have any connection to Internet […] It’s easier that if you are 
new company, you are looking for Internet. Then you see how do they work and which 
kind of products they have. Then you send inquiry and you tell that you are interested in 
some products.’ Interviewee #5 

But, in order to build relationships properly, personal interactions still seem to be of 

great importance.  

‘if you are just at home and try to reach people through the Internet, it doesn't work. It 
was really good to visit (the fair). There I met people.’ Interviewee #2 

The Internet might also increase the chances of intermediaries building on their 

personal connections and networks. In some of the interviews, the intermediaries 

stated that after many years of working with someone in the customer care/account 

management role they might still have never met the individual in person. The use of 

professional networking applications like ‘LinkedIn’ makes it easier for anyone to relate 
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with these connections, and probably to expand one’s own contact base based on that 

person’s connections.  

‘[…] having working for 5-6 years with a person, maybe almost daily, talking with them 
and you never seen them, and, well, in the past years for example this LinkedIn has 
helped a lot with that; you relate to them, you can see the picture from there and you 
can see where they have been working and who they know, and yeah, that’s been more 
and more helpful.’ Interviewee #3 

Internet also has an effect on the visibility of firms, and firms use this new channel for 

being noticed. Most of the intermediaries have a website where they can showcase their 

work, projects, references; so, they build on their reputation assets. This in turn 

facilitates their exposure to new potential relationships and partners, as it is also easier 

for them to receive new enquiries for future collaboration. This means that the Internet 

might also have an impact on the ‘reputation’ condition when intermediaries build their 

own social capital.  

‘(talking about the new company website) they get the brand idea very clearly. They see 
what kind of brands you are working. They have some pictures to see the […] idea of the 
company and they get some idea of the history and so on.’ Interviewee #4 

 ‘I have a page which I aim to look the same as the showroom and of course the 
producers they have a look at that. Also those other brands that I don’t represent who 
might be looking for retailers in this country their first contact is the homepage maybe 
they search for possible partners. I get a lot by email, a lot of contacts I think it works, 
the homepage.’ Interviewee #6 
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5 ANALYSIS 

This chapter analyses the results obtained in the interviews together with the main 

concepts that appear in the literature review. The objective here is to find those 

similarities, differences, and original ideas that may lead to an explanation about how 

sales agents and distributors create and maintain their social capital within the context 

of the internationalisation process of SMEs. The first part of this chapter highlights the 

importance that relationship building has as a fundamental element when 

intermediaries create their own social capital. The second part looks more specifically 

into the connections that exist between the dimensions and facets of social capital and 

the conditions necessary for the development of relationships. This part gives answers 

to the last unresolved question posed under the ‘aim’ section in the introduction 

chapter: what are the most relevant dimensions and facets of social capital that 

intervene in the development of these relationships? The third and last part of this 

chapter examines the types of social capital derived from the relationship building 

process between intermediaries and their foreign counterparts (i.e. the exporters). 

5.1. Relationship building: the reason to invest in social capital 

Firms are using relationships that help them gain access to resources and markets 

(Chetty and Blankenburg Holm, 2000). But, foreign market entry may as well be the 

result of initiatives taken by those relationships in the foreign market interested in 

developing a relationship with the focal firm (Ellis, 2000, cited in Johanson and 

Vahlne, 2003). In this study the focus is on those initiatives, and how intermediaries 

create and maintain their own networks by contacting and establishing relationships 

with foreign manufacturers. The establishment and development of those relationships 

take time and resources to build, and these develop gradually when the firms learn 

from interaction with each other and commit themselves stronger to the relationship 

(Anderson and Weitz, 1992; Blankenburg Holm et al., 1999, both cited in Johanson and 

Vahlne, 2003). 

Firms need to learn in order to sustain and improve their network propositions, 

especially in a highly internationalised environment (Hadley and Wilson, 2003; 

Johanson and Vahlne, 2003), and this is no exception for intermediaries and their 

foreign partners. A number of empirical studies have proved that actually firms are able 

to acquire relevant knowledge from its relationships (Cheety and Eriksson, 1988; Holm 
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et al., 1996, both cited in Hadley and Wilson, 2003). On one hand, exporters are 

interested in acquiring knowledge about the local marketplaces of the intermediaries 

(e.g. customers, specific needs of the market, types of products that might be more 

profitable, etc.), and to get to know the intermediary better in order to make sure that 

she/he is a good fit for the brand and products of the exporter. On the other hand, 

intermediaries are also interested in getting to know the foreign manufacturers better 

to make sure that their products and sales conditions will be profitable for the local 

markets, and in addition they also want to know about how foreign manufacturers 

handle work from a practical perspective (e.g. handling of orders, contact person, 

logistics, etc.). Thus, the exchange of information and knowledge amongst 

intermediaries and their partners seems to be a crucial component for understanding 

why all parties work hard in building relationships. 

Commitment also seems to be a crucial component in relationship building. It is worth 

noting, based on most of the interviewees’ accounts, both exporters and intermediaries 

are very open about the information and knowledge they exchange with each other. For 

the intermediaries there seems to be no other option but to trust each other, as they are 

aiming towards the same goals. This matches Tang’s (2011) findings that the level of 

trust and interdependency between partners causes the exchange of resources between 

them. But, there might also be particular cases where trust and openness do not score 

very high. This seems to be determined by the personality traits of the contact person 

with whom the intermediary has been interacting, and if she/he likes that contact 

person at a more personal level. Intermediaries will possibly be more inclined to engage 

in cooperation with partners who have demonstrated their trustworthiness and 

cooperative ability in other relations (Hill, 1990, cited in Blankenburg Holm et al., 

1996). 

Here, relationship building seems to be the key aspect between intermediaries and 

those SMEs taking part in the internationalisation process (i.e. exporting). And this is 

supported by the view on the internationalisation process that Johanson and Vahlne 

(2006, cited in Chetty and Agndal, 2007:3) articulated: ‘the internationalization 

process itself can be viewed as a process of developing and accessing social capital, as 

firms initiate, establish, and deepen international relationships’. 
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5.2. Social capital dimensions and the conditions that shape relationships 

The development of international relationships is necessary in order to gain better 

access to resources and markets (Chetty and Blankenburg Holm, 2000). And, it is 

through the exchange of knowledge and the increase of mutual commitment that 

relationships take shape (Anderson and Weitz, 1992; Blankenburg Holm et al., 1999, 

both cited in Johanson and Vahlne, 2003). Relationship building seems to be the key 

component between intermediaries and SMEs involved in the internationalisation 

process, and this can be seen as a process of developing and accessing social capital 

(Johanson and Vahlne, 2006, cited in Chetty and Agndal, 2007). But, how do the 

different social capital dimensions and facets have an effect on relationship building? 

In the next section, there is an analysis of the associations that appeared in the 

interviews’ accounts between the different facets and dimensions of social capital and 

the conditions (i.e. accessibility, opportunity, motivation, reputation) necessary for the 

exchange of knowledge and commitment evolvement (see Figure 10, page 63). 

5.2.1. Accessibility 

Intermediaries need access to the company representative(s) with whom they can 

discuss about the potential relationship. The structural dimension and all its facets (i.e. 

network ties, network configuration, and appropriable organisation) seem to have a 

clear influence here, as the structural dimension refers to the overall pattern of 

connections between social actors, and is characterized by the impersonal configuration 

of the linkages between people by asserting who you reach and how you reach them. 

For intermediaries, it is crucial to be present in those situations that lead to 

opportunities to build your own network of relevant contacts, and this can only be 

possible by having access to specific social relations (network ties). Not only are those 

social relations important, but how they are configured (network configuration) is also 

relevant here depending on the type of information and/or contacts that one is seeking: 

weak ties seem more appropriate for obtaining new information and opportunities, 

whereas strong ties might help in acquiring more complex information and facilitating 

a more intense development of relationships. Also, how the intermediary role is 

developed (e.g. being a sales agent or a distributor, working with a certain type of 

products and/or firms, searching partners from a specific location, etc.) might provide 

(or inhibit) a potential network of access to people and their resources (i.e. the 

appropriable organisation). 
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In addition, interviews also highlighted how important international fairs are as a 

physical networking space, where the intermediaries are able to engage face-to-face and 

in a more personal manner with their counterparts. Access to a certain physical space is 

also an important aspect here, as ‘actors who are located closer together in physical 

space are more likely to interact and form ties’ (Kwon and Adler, 2014:415). 

In other circumstances along the relationship building process, accessibility also means 

that the intermediary is able to obtain certain information when it is needed. This 

information is usually collected from a specific knowledgeable contact by using any of 

the channels available (e.g. e-mail, phone calls). Even if the structural dimension might 

still be important, the relational and cognitive dimensions might have a specific weight 

in here. Some of the interviewees expressed that it is important to build on certain 

relationships because it is important to know the people from the companies you work 

with. A deeper personal relationship might also mean better access to the information 

needed, and especially when the exchange of information implies a higher degree of 

complexity (e.g. product/service claims). Better personal knowledge and trust might 

come from stronger bonds between the actors (i.e. the relational dimension), and being 

able to connect in terms of shared understanding (i.e. the cognitive dimension). 

5.2.2. Opportunity 

This condition seems to be mainly influenced by the structural dimension, as most of 

the opportunities (i.e. a new product or brand that has not been introduced in the local 

markets yet, a niche market that has not been developed, or a contact base that can be 

expanded) that the intermediaries found in beginning of their careers usually come 

from one of their closest (or previous) networks. This places the intermediaries’ 

network ties as an important facet that will most likely determine the access (or not) to 

such opportunities. As it was the case for ‘accessibility’, the network configuration is 

also relevant here, where weak ties might help intermediaries finding those new and 

more innovative opportunities, but strong ties might help them in finding those more 

self-evident opportunities that might require more persuasion from their side (e.g. an 

already established brand in a local market). Also, how the intermediary role is 

developed (i.e. the appropriable organisation) might provide (or inhibit) access to 

certain potential opportunities. 

If the intermediary has been able to improve the situation of the manufacturer’s brand 

and products in the local market, the intermediary might see this as an opportunity to 
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be used as leverage to gain better terms or conditions. There is a commonly held view 

that exchange brings with it expectations about future obligations (Nahapiet and 

Ghoshal, 1998), and intermediaries that perform well might also be expecting 

reciprocal gestures from the foreign manufacturers. Here, the relational dimension, 

and more specifically the obligations and expectations facet has an impact on the 

opportunity’s condition. 

5.2.3. Motivation 

Motivation nurtures the relationships developed by the intermediaries with their 

foreign counterparts, and in many cases this might be determined by how involved one 

is with a specific personal relationship. In those cases where long-term relationships 

are the objective, the motivation for developing personal relationships might score 

higher. But, in those cases where a shorter-term relationship is sought after, the 

motivation for being more personally involved might score lower. In this case, the 

relational dimension seems to have a strong foothold on this condition, as long as 

intermediaries are ready to develop particular relations like respect and friendship that 

they have with their contacts. Here trust, obligations and expectations, and identity 

and identification seem to be relevant facets that might have an influence on this 

condition. People are more willing to engage in social exchange in those relationships 

that are high in trust. Also, identification with a group or collective increases the 

chances that the opportunity for exchange will be recognised, whereas groups with 

distinct and contradictory identities may constitute barriers. Besides, exchange also 

brings with it expectations about future obligations, the notion that “there is no such 

thing as free lunch” also applies in here, so motivation for exchange might also be 

driven by the future expected outcomes. (Nahapiet and Ghoshal, 1998) 

5.2.4. Reputation 

Reputation is a condition that is not only important for the intermediary, but also for 

the foreign manufacturer. When intermediaries are building relationships, they make 

representations of their own images (i.e. how do they work, what is their story, what 

other brands they work with, etc.), and how reputation is presented and perceived will 

have an impact on the willingness of the other party to develop future relationships. 

Those representations are most certainly built on shared language and codes 

influencing one’s perception through categories and a frame of reference, and shared 
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narratives, which provide powerful means in communities for creating, exchanging, 

and preserving rich sets of meaning. All this gives the cognitive dimension an 

influential position in here. But, the identity and identification facet of the relational 

dimension also has certain influence on the reputation condition, as intermediaries, 

through their reputational assets, try to be associated with a certain group or category. 

Identity and identification is the process whereby individuals see themselves as one 

with another person or group of people. (Nahapiet and Ghoshal, 1998) 

Once the intermediary is already working together with the foreign manufacturer, 

reputation can still determine what the intensity of the relationship between the 

partners might be. In this case, how any of the parties perceives the other can have a 

great impact in the future development of the partnership. The reputation is not 

anymore related to what sort of representation the intermediary is trying to project, but 

it is more about how intermediaries prove their trustworthiness and reliability within 

the relationship. That is why the following facets of the relational dimension are 

important here: trust, norms (and sanctions), and obligations and expectations. 

People are more willing to engage in social exchange when relationships are high in 

trust, the parties follow norms of cooperation (i.e. a degree of consensus in the social 

system), and commitment to undertake some activity in the future in return for 

previous exchange exists (Nahapiet and Ghoshal, 1998). 

5.2.5. Internet 

Even though ‘Internet’ is not one of the four conditions that determine relationship 

building between intermediaries and the foreign manufacturers, it is an exogenous 

force that partly shapes, and to some extent, is closely linked to two of the four 

conditions: accessibility and reputation. 

The Internet seems to have an impact on how information and contacts can be accessed 

(accessibility). Nowadays, it is easier for anyone with an Internet connection at home 

(and/or office) to search for certain products and brands, and one does not have to be 

physically present in certain locations to gain access to those. Although it is still 

important for relationship building to have a personal and face-to-face interaction, the 

Internet has increased the chances for intermediaries to build on their personal 

connections and networks. The use of professional networking applications like 

‘LinkedIn’ makes it easier for anyone to relate with certain types of connections that 

otherwise would not have been developed, or would have even been lost. Thus, in this 
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case, the structural dimension might also have an effect on the ‘Internet’ force, and 

virtual connections between social actors may have to be included as part of the overall 

pattern of connections between social actors.  

‘Internet’ also has an effect on the visibility of firms, and firms use this new channel for 

being noticed. Most of the intermediaries expressed that they have a website where 

they build on their reputation assets (i.e. their work, projects, references). The use of 

this new channel helps intermediaries showcase their own representations (i.e. how do 

they work, what is their story, what other brands they work with, etc.) instantly and to a 

wider audience. They use this new channel to smartly build on their ‘reputation’. 

Without doubt, the cognitive dimension (i.e. shared language and codes, and shared 

narratives) and the identity and identification facet of the relational dimension have 

an impact here the same way they influence the reputation condition. 

 

  

Figure 10. Social capital in relationship building 
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The three dimensions of social capital and their facets have an effect on the particular 

conditions in which relationships are being built by the intermediaries, thus facilitating 

or hindering its development (see Figure 10, page 63). The structural dimension, 

through its various facets, has a particular influence on the accessibility and 

opportunity conditions. This could be explained due to the strong relation that these 

conditions have with the establishment of the connections with other social actors (i.e. 

network structures). And, in fact, these conditions seem to have a stronger presence 

when intermediaries start building and developing their own social capital (see Figure 

9, page 52). The relational dimension seems to affect all four conditions, but it has a 

stronger influence on motivation and reputation. The influence on these two conditions 

most likely begins when intermediaries focus on the particular relations they want to 

establish with their foreign counterparts, and therefore the relational dimension has a 

presence once the network structure of the intermediary has been established. 

Although the cognitive dimension appears to have a minor role in the overall model 

compared to the other dimensions of social capital, it still has an effect on accessibility 

and, especially, reputation. Shared understanding might have an influence on how the 

intermediary is perceived by the other party, and by doing so it might increase the 

willingness to engage in a relationship. 

5.3. Types of social capital created by intermediaries 

This section examines the types of social capital derived from the relationship building 

process between intermediaries and their foreign counterparts (i.e. the exporters). 

Previously, it was stated that relationship building probably is the key component in 

the relationship between intermediaries and those SMEs involved in the 

internationalisation process, as this can be seen as a process of developing and 

accessing social capital (Johanson and Vahlne, 2006, cited in Chetty and Agndal, 

2007). Also, the diverse social capital dimensions and facets seem to have an effect on 

the conditions that determine relationship building, and these in turn might have an 

effect on the resulting subsequent types of social capital. Thus, in the next section there 

is an explanation of the two main types of social capital derived from relationship 

building (i.e. bonding and bridging), and how the social capital dimensions and facets, 

and the conditions that determine the relationship building process are affecting these. 
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5.3.1. Bonding 

According to Lee and Jones (2008), bonding refers to homogeneous horizontal ties 

with overlapping boundaries and similar moral values. When an increasing amount of 

projects are being handled between intermediaries and certain foreign manufacturers, 

they learn about each other’s competences and behaviour and understand how to 

coordinate their activities. Also trust among the partners is reached and commitment is 

created. (Blankenburg Holm et al., 1996) These long-term relationships based on 

commitment and trust, also provide the partners with reliable resources and emotional 

support (Tang, 2011). These stronger ties will, in fact, limit opportunistic behaviour 

(Katz et al., 2004), and they are also required for and act as a bandwidth for complex 

information (Hansen, 1999). For example, intermediaries might benefit from this when 

moments of uncertainty exist (e.g. an unresolved claim, or asking for something 

special) and there is a high and urgent need to obtain the right information. The 

exporter might also benefit from this, as stronger and more personal bonds with a 

specific intermediary will place the company’s brands and products in a better position 

in terms of priority in the local market of the intermediary. 

The literature also suggests that strong ties and bonding social capital have conceptual 

similarities. Such ties denote relations that are intimate and frequent, and involve 

people with a shared social identity (Rostila, 2010). This is true to partnerships 

between intermediaries and the foreign manufacturers when relationships are 

developed to a more personal level. On one hand, this is due to more visits and 

interactions between the partners, and on the other hand due to a more effective 

management of the relationship by the manufacturer. Here, it is also important to keep 

in mind that the knowledge embedded in these long-term relationships is often 

concentrated in one person, and consequently close social relationships with other 

individuals might have a greater impact on the internationalisation of the firm (Ruzzier 

et al., 2006). 

This bonding type of social capital seems to be mostly influenced by the relational 

dimension and the corresponding facets through the conditions that have an influence 

in relationship building. The structural dimension might not be very influential when 

this type of social capital is being developed, and this could be explained by the fact that 

the contacts the intermediaries have with their foreign counterparts have already been 

accessed. But, still, in terms of ‘opportunity’ the network configuration seems to be a 

relevant facet here, as strong ties might help intermediaries find those more self-
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evident opportunities that might require more persuasion from their side (e.g. an 

already established brand in a local market). The cognitive dimension also has a small 

role when it comes to ‘accessibility’ to certain complex information that needs to be 

exchanged, as a common and shared understanding (i.e. shared codes and language 

and shared narratives) is needed. 

As it was expressed before, the relational dimension is crucial in here. The interviewees 

expressed that it is a must to build on certain relationships because it is important to 

know the people from the companies you work with. And, better personal knowledge 

and trust resulting from stronger bonds between the actors is necessary for gaining 

better ‘accessibility’ to certain complex information. Intermediaries also seek 

‘opportunities’ with their partners by improving the situation for the foreign 

manufacturer, but they expect reciprocal gestures (i.e. obligations and expectations) 

from them. In addition, intermediaries with a clear ‘motivation’ for establishing more 

personal relationships also develop relational facets like trust, obligations and 

expectations, and identity and identification to improve the chances for the exchange 

to happen. Lastly, ‘reputation’ is an important condition to develop between the parties 

once the relationship is established. Intermediaries can prove they are trustable and 

reliable partners by increasing trust, following the norms of cooperation, and being 

committed to undertake some activity in the future (i.e. obligations and expectations). 

5.3.2. Bridging 

Some of the relationships developed between intermediaries and the foreign 

manufacturers are very much based on isolated exchanges and transactions, and these 

do not materialise into more developed relationships. In this case, Lee and Jones 

(2008) see bridging as open networks with heterogeneous vertical ties. Here, the 

intermediary is not interested in developing a long-term relationship, and relationships 

are willingly kept to the minimum necessary in terms of resources and time invested. 

Interactions are very much based on the intermediary contacting the customer 

care/account manager on the manufacturer’s side in order to obtain very specific 

information. This seems to match the idea that weak ties and the bridging concept in 

social capital describe outward-looking social contacts maintained infrequently 

between individuals, which promotes thin or generalised trust (Rostila, 2010). 

But, it is also important to strengthen weak ties with other actors. Weak ties might be 

more effective in accessing and obtaining simple information and resources, and as well 
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channelling and diffusing new opportunities, novel ideas, critical resources, 

information and knowledge (Hansen, 1999; Katz et al., 2004; Rostila, 2010; Tang, 

2011). For example, by participating in events such as trade fairs, missions and 

international conventions one has the opportunity to have access to relevant weak ties, 

and in the case of intermediaries they might be able to contact foreign manufacturers 

(Rostila, 2010; Tang, 2011). 

This bridging type of social capital seems to be mostly influenced by the structural 

dimension and the corresponding facets through the conditions that have an influence 

in relationship building. Those have a clear influence on both the ‘accessibility’ and 

‘opportunity’ conditions. Intermediaries need to be present in situations that may lead 

to opportunities to discuss the potential relationship with the foreign manufacturers’ 

representative(s), and this can only be possible by having access to those specific new 

social relations (i.e. network ties), which have not been developed yet. Furthermore, 

how these social relations are configured (i.e. network configuration) is relevant here, 

as weak ties are more appropriate for obtaining new information and opportunities. 

And lastly, how the intermediary role is developed (i.e. the appropriable organisation) 

might provide (or inhibit) access to certain potential opportunities. 

Although the relational and cognitive dimensions do not have a great influence here, 

they still have an impact on the motivation and reputation conditions. In some cases, 

intermediaries do not have a strong ‘motivation’ for establishing more personal 

relationships, and consequently they do not develop the relational facets related to the 

‘motivation’ condition (i.e. trust, obligations and expectations, and identity and 

identification). Based on how ‘reputation’ is presented and perceived, this will have an 

impact on the willingness of the other party to develop future relationships. Here, the 

identity and identification facet of the relational dimension has an influence, as 

intermediaries try to be associated with a certain group or category. Moreover, the 

cognitive dimension seems to be equally important, as shared language and codes, and 

shared narratives have an influence on how those representations are built and 

perceived. 
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6 DISCUSSION AND CONCLUSIONS 

This chapter begins with a review of the main conclusions achieved in this study by 

taking a look at the analysis of the results obtained. The first section answers the main 

question of this thesis: how do intermediaries create and maintain their social capital, 

and it also contains the contributions and the gap covered within social capital. The 

latter part of the section looks to clarify how intermediaries can build a diverse and 

optimal network from a social capital perspective. In addition, as those networks are 

being built in relation to the exporters, it seemed relevant to briefly add few important 

aspects from the reviewed literature that could influence the success or failure of a 

relationship based on some clues about the exporters. The second part of this chapter 

relates the findings obtained with the network approach on the internationalisation 

process. This is done because the network approach on the internationalisation process 

seems to have ideological and conceptual similarities with the social capital perspective, 

and it has been used to understand the context in which intermediaries develop their 

work. The next section describes what the main limitations in this thesis are, those 

being closely related to how this research was conducted. The final section proposes 

two additional directions in which studies on how social capital is built and maintained 

could be further developed. 

6.1. How do intermediaries create and maintain their social capital 

Intermediaries (i.e. sales agents and distributors) are an important piece when it comes 

to understanding how SMEs are able to internationalise. They have a crucial role in 

acting on behalf of overseas companies, and just few manufacturers (i.e. SMEs) are able 

to cover a market adequately without the service of some form of intermediary (Jobber 

and Lancaster, 2006). Furthermore, networks and network relationships have been 

proved to be key for SMEs (Tang, 2011), especially when it comes to acquire the 

relevant knowledge to operate in a foreign country (Barkema et al., 1996; Chetty and 

Blankenburg Holm, 2000). Thus, small firms need intermediaries to help them gain 

access to resources and markets (Chetty and Blankenburg Holm, 2000), and what 

really seems to distinguish these intermediaries is their deep knowledge of the 

capabilities and preferences of the sellers and buyers that they serve in their networks 

(Rauch, 2001). Therefore, intermediaries, similar to foreign exporters, need to develop 

and access their own social capital, as social capital opens a number of opportunities 

when relationships are being cultivated (Burt, 1992, cited in Pinho, 2011). But, how do 
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intermediaries develop and manage such relationships? How do they build and 

maintain their own social capital? 

At a more practical level, intermediaries typically see an opportunity emerging from 

one of their closest networks. And, they usually realise the potential of such 

opportunities when physically visiting one of the international fairs related to their line 

of business. These fairs are still pretty important, as intermediaries are able to obtain 

the newest and latest products and brand information, make most of their contacts, and 

meet already existing partners. Before the informal negotiations conclude with the 

potential partners, intermediaries have already tried to build a reputation for 

themselves in order to gain leverage in the negotiations. Once the agreement is in place, 

the relationship will start when the intermediaries place orders (or buy) on behalf of the 

clients in the local market. The amount and regularity of projects between the partners 

will determine the intensity of the interactions between them. In those more intense 

relationships, the export managers and/or owners of the manufacturing firm will be 

involved by planning together with the intermediary business strategies for the local 

markets. This continuous exchange of complex information will most likely deepen the 

personal relationships, which in turn facilitates communication, problem solving, and 

decision-making between the parties. But, in those less intense relationships, the 

contact will be kept to the minimum necessary. Export managers and/or owners will 

not, most likely, intervene, as no complex planning is required; and for intermediaries 

there is no need to deepen relationships that would be costly in resources. 

At a more conceptual level, the intermediaries’ social capital seems to be created and 

sustained through the exchanges that occur among them and their foreign 

counterparts. This happens in a context of relationship building where the 

intermediaries and their partners, through interactions in socially embedded 

situations, exchange their knowledge and become more committed to one another. 

Relationship building is the key aspect between intermediaries and those SMEs 

exporting their products into the local markets of the sales agents and distributors. This 

has clear similarities with Nahapiet and Ghoshal’s (1998) study, where the authors 

maintain that social capital is created and sustained through exchange among social 

actors. This is also strongly related to the idea that relationships play a central role in 

social capital formation, accumulation and generation of returns (Gordon and Cheah, 

2014). Similarly, Kostova and Roth (2003) and Johnson and Duxbury (2010) also 

identified that relationships that form the basis of social capital occur at the level of the 
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individual performing a boundary-spanning role. Thus, the results in this study support 

the idea that in order to create and sustain social capital there is a need for exchange 

among social actors to happen, in which, for the specific context studied here, 

intermediaries play a central role. 

In addition, and also influenced by Nahapiet and Ghoshal’s (1998) results, this study 

suggests that the different facets and dimensions of social capital may facilitate (or 

hinder) the development of relationship building by affecting the conditions necessary 

for the exchange of knowledge and commitment evolvement. These conditions are: 

accessibility, opportunity, motivation, and reputation. Similarly to the models of social 

capital formation presented by Nahapiet and Ghoshal (1998) and Kostova and Roth 

(2003) these conditions influence the creation of social capital. It is interesting to note 

that in all these models the context in which the exchange among social actors happens 

seems to determine what conditions are necessary for social capital to be created. In the 

case of Nahapiet and Ghoshal’s (1998) study, those conditions were: accessibility, 

anticipation of value, motivation to engage, and combination capability; and, the 

exchange among social actors happened when intellectual capital was combined and 

exchanged in organisations. The conditions discovered in this study (i.e. accessibility, 

opportunity, motivation, and reputation) might differ slightly from those of Nahapiet 

and Ghoshal’s (1998), but this might be simply due to the different contextual scenarios 

in which the exchange among social actors occurs. 

6.1.1. How to build an optimal network for intermediaries  

There seems to be a consensus that maintaining diverse social relations gives social 

actors a wider range of economic resources (Lee and Jones, 2008), and thus 

intermediaries can get access to a greater variety of resources by keeping their networks 

diverse when integrating different types of ties (i.e. embedded ties and arm’s-length 

ties) (Tang, 2011). But how much diverse should those networks be? It is difficult to 

give a specific answer to this question, as it might depend on what the situation of the 

intermediary is, and what resources might be available. Intermediaries that are still 

mostly looking for new opportunities might need to give preference to developing the 

‘bridging’ side of social capital, whereas those intermediaries that have already a 

network of contacts might need to maintain those preferred ones by developing the 

‘bonding’ side. Yet, it is important to remember to target a limited number of key 

network partners, as access to valuable information, opportunities, and resources will 
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come mainly from those (Fornoni et al., 2012; Tang, 2011). It is also important for 

intermediaries to recognise the differences that exist between bonding and bridging, 

and when one type of social capital is applicable in a particular situation. For that, it is 

also crucial that intermediaries know what dimensions and facets of social capital need 

to be developed for each specific situation. 

The relational dimension is central when developing the ‘bonding’ type of social 

capital. And, in this case, all the relational facets have a relevant importance in here. 

Intermediaries need to know how to best develop these facets, and in what situations it 

would be required to develop one type of facet or another. Trust is important for 

gaining better accessibility to complex information, for establishing deeper personal 

relationships, and reputation. Following the norms of cooperation is also essential 

when developing reputation in the relationship. Obligations and expectations should 

be developed before seeking further opportunities from the partners, but also when 

advancing on the personal relationship, and building reputation. The last facet, identity 

and identification, is also important when the intermediary is motivated to deepen in 

more personal relationships with the partners, and when they are developing their 

reputation within the relationship. Although the other dimensions of social capital are 

not very influential in here, some of the structural and cognitive facets might still be 

considered. The network configuration of the structural dimension might help 

intermediaries find those opportunities that require more persuasion (i.e. an already 

established brand in a local market). And, lastly, the shared codes and language and 

shared narratives of the cognitive dimension might help intermediaries exchange 

complex information. 

In the case of ‘bridging’ social capital, the structural dimension and all its facets have a 

stronger predominance. The network ties have an influence when intermediaries need 

to look for new opportunities and access specific social relations. Also, how the network 

configuration is arranged is important for intermediaries, as weak ties will help them 

acquire new information and opportunities. The appropriable organisation is also 

important, based on how intermediaries decide to develop their roles might have an 

impact on the accessibility to potential opportunities. The other dimensions of social 

capital are not as influential here as is the structural one. However, the relational and 

cognitive dimensions and some of their facets need to be considered as well. Trust, 

obligations and expectations, and identity and identification are relational facets that 

need not be developed if there is not a clear motivation for developing personal 



 

 

72 

relationships. That being said, the identity and identification facet has still an influence 

when intermediaries build on their reputation and want to be associated with a certain 

group. Also, the cognitive dimension facets (i.e. shared language and codes and shared 

narratives) need to be developed when the intermediary wants to have an influence on 

how she/he is being perceived by others. 

6.1.2. Good to know about the exporters 

Intermediaries that are looking to build and establish their networks of relationships 

with foreign manufacturers (i.e. exporters) should be aware of few important aspects 

that could determine the success or failure of the relationship itself. Supported by the 

literature reviewed in this study, there are some clues that can help intermediaries find 

an appropriate foreign partner based on the likely success of the export performance of 

that firm. These clues are based on the following characteristics: skills, attitude, and 

intensity of interactions. But, intermediaries should also be aware that with success, 

exporters also begin to desire greater control in network relationships (Coviello and 

Munro, 1997). 

First, in SMEs where growth is more likely associated with exporting decision-makers 

and/or export managers already have international experience. The manager’s 

international experience is positively associated with export performance. (Sousa and 

Bradley, 2009) In the context of this study, where networks and network relationships 

have been proved to be key for SMEs to overcome resource constraints and isolation 

(Tang, 2011), export managers need the adequate skills in relationship management, 

cross-cultural sensitivity and languages for firms to develop and sustain international 

business relationships (Sousa and Bradley, 2009). 

Second, it is also crucial to highlight the role that decision-makers in SMEs play, as it is 

the managers’ attitude (i.e. being proactive and actively forming relationships, or being 

reactive and unprepared to pursue opportunities) that drives internationalisation in 

those firms (Calof and Beamish, 1995, cited in Chetty and Blankenburg Holm, 2000). 

This means that those managers need to be actively involved and not see intermediaries 

as an alternative to be committed to the local markets themselves (Jobber and 

Lancaster, 2006). 

Third, research indicates that the support given to a distributor has a strong positive 

effect on the export performance of SMEs (Sousa and Bradley, 2009). Several authors 
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(Ling-yee and Ogunmokun, 2001; Madsen, 1989; Rosson and Ford, 1982, all cited in 

Sousa and Bradley, 2009) have also agreed that intense interactions and cooperation 

between the firm and the foreign distributor in the form of two-way communication 

and frequent information exchange tend to lead to strategic gains and have a positive 

effect on export performance. 

Lastly, intermediaries need to be aware that firms that experience market success 

might also begin t0 grow a desire for greater control in network relationships (Coviello 

and Munro, 1997). The accumulation and acknowledgement of the value of social 

capital gained through the experience in those markets drives firms to become more 

proactive in managing this form of capital by seeking relationships that benefit them 

and by terminating ineffective ones (Chetty and Agndal, 2007). 

6.2. Social capital, intermediaries, and the internationalisation process 

The internationalisation process of SMEs has offered an interesting contextual insight 

to this study, as an increasing number of firms, some staying quite small, seem to be 

able to overcome the challenges of internationalisation, in part, due to the possibilities 

for networking and expanding through partnerships (Mathews and Zander, 2007; 

Oviatt and McDougall, 2005). More specifically, the network approach on the 

internationalisation process has been used here, as it appears to have ideological and 

conceptual similarities with the social capital perspective. In fact, this approach views 

the internationalisation process as a process of developing and accessing social capital, 

as firms cultivate their relationships with international partners (Johanson and Vahlne, 

2006, cited in Chetty and Agndal, 2007). This network approach also allows for 

multilateral influences on the international decision making of the firm, where external 

actors (e.g. intermediaries) might help these firms gain access to resources and markets 

(Chetty and Blankenburg Holm, 2000; Coviello and Munro, 1997; Johanson and 

Mattsson, 1988; Johanson and Vahlne, 1990, the last two cited in Hadley and Wilson, 

2003). But, the internationalisation process of the network perspective no longer sees 

country markets that firms enter as meaningful entities (Johanson and Vahlne, 2003), 

as the basis in this perspective is on those relationships firms have with other firms 

(Agndal and Chetty, 2007; Johanson and Vahlne, 2003). 

These ideas seem to fit in with the results obtained in this study, where relationship 

building is the key aspect between intermediaries and those SMEs exporting their 

products into the local markets of the sales agents and distributors. Relationships play 
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a central role in social capital formation, accumulation and generation of returns 

(Gordon and Cheah, 2014). The results in this study also support the idea that in order 

to create and sustain social capital there is a need for exchange among social actors to 

ensue, in which, for the specific context studied here, intermediaries play a central role. 

Similarly, the network approach sees intermediaries as crucial actors, as they are 

fundamental pieces with regard to the diffusion of relevant knowledge, and in 

particular, market knowledge to SMEs (Agndal and Chetty, 2007; Chetty and 

Blankenburg Holm, 2000). Small firms with resource limitations are still able to 

succeed in international markets if they are capable of accessing those rare and 

valuable resources (e.g. market knowledge) through social network relationships 

(Agndal and Chetty, 2007; Coviello and McAuley, 1999, cited in Pinho, 2o11; Johanson 

and Mattsson, 1988, cited in Chetty and Blankenburg Holm, 2000).  

The network approach on the internationalisation process suggests that entry problems 

are no longer associated with country markets but more so with managerial problems 

associated with the establishment and development of relationships. Thus, firms 

should organise their business to develop, support, and coordinate relationships 

(Johanson and Vahlne, 2003). Furthermore, this study, following Nahapiet and 

Ghoshal’s (1998) and Kostova and Roth’s (2003) findings, suggests that the different 

facets and dimensions of social capital may facilitate (or hinder) the development of 

relationship building by affecting the conditions necessary for the exchange of 

knowledge and commitment evolvement. Thus, those managerial problems associated 

with the establishment and development of relationships should also take into account 

the conditions (i.e. accessibility, opportunity, motivation, and reputation) that 

influence the creation of social capital. 

6.3. Limitations in this study 

In this study, the objective was to understand the deeper structures, detect meanings, 

relations and coherence about how intermediaries (i.e. sales agents and distributors) 

build and maintain their own social capital with their foreign counterparts in the 

context of internationalisation. For this reason, induction inference was chosen as the 

methodological strategy to conduct the investigation. The inductive process goes from 

particular observations to generalisations, but to what degree the results obtained could 

be generalized may pose reasonable doubts. Here, one can argue that the results are 

strongly related to the specific research context (i.e. internationalisation process of 
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SMEs within the furniture, lighting, and textiles manufacturing sector), but could it be 

possible to generalise the results outside this specific framework? This might be 

difficult, as certain characteristics (e.g. international fairs, idiosyncrasies of the 

products) seem to be deeply related to the context under which the furniture, lighting 

and textiles industries operate. This in turn might have an effect on how intermediaries 

build their own social capital. But, some of the findings might still be applicable to 

other similar manufacturing industries. 

The use of semi-structured interviews in this study can offer strong validity when 

collecting data, as the interviewer also gathers the nuances in context, discourse and 

meaning of the respondents’ answers (Robson, 2002). But, how reliable can the 

findings actually be? As it was pointed out in the methodology section, I already knew 

most of the interviewees, as a result of my previous professional career. This gave me 

an advantage in being familiar with the framework of the study, and in better 

understanding the nuances in the interviewees’ replies during the interviewing process. 

But, at the same time this might have resulted in having pre-established assumptions 

about what the interviewees meant, and thus blocking other possible hidden 

connotations from their replies. 

Also, it was important to stay very close to the original data, and therefore the grounded 

theory strategy for making sense was chosen. But, theories developed in this manner 

can be dense and rate low to moderate in simplicity (Langley, 1999). One of the biggest 

challenges is to stay within the spatial limitations while transmitting a rich account of 

the results and the empirical evidence that supports them, so there is a clear trade-off 

between information-rich cases and well-grounded theory (Eisenhardt and Graebner, 

2007). The particular characteristics of this type of study (i.e. Master’s thesis) required 

the synthesis of the information-rich results and the subsequent analysis, so that the 

thesis would fit within the page count limits. This can be seen as a limitation in terms of 

the quantity of information that can be shown, but it also forces the writer to extract 

and refine those more important pieces from the research. 

One last limitation in this study refers to the sampling and cases chosen. Most of the 

cases, six out of eight, followed three main criteria: the person interviewed fulfils and 

intermediary role, she/he has built her/his network of foreign SMEs counterparts, and 

the foreign partners are manufacturers that use them as the means to export their 

products in the domestic territory of the intermediary. Thus, most of the intermediaries 

interviewed already had a well-established business network. As the study is mainly 
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focusing on how intermediaries create their own social capital, it would have been 

interesting to obtain more data from other intermediaries whose own business network 

would have been at an earlier stage. 

6.4. Suggestions for future research 

This thesis has attempted to address a gap within social capital studies: how 

intermediaries (i.e. sales agents and distributors) build and develop social capital, in 

the context of SMEs’ internationalisation process. The focus has been mainly in the 

figure of the intermediary and the relationships established with the foreign partners 

(i.e. manufacturers). But, there are other actors that intervene in relationship building. 

Intermediaries also need to establish relationships with the business clients in their 

local markets, and in addition, these local clients might also establish indirect, or even 

direct, relationships with the foreign manufacturers. One suggestion for future research 

would be to analyse how these other relationships are being built, and especially how 

relevant is the role of the intermediary when either foreign manufacturers or the end 

clients build their own social capital. 

Intermediaries are an important figure in the internationalisation process of SMEs, and 

they are often seen as key figures in a firm’s overseas operations and success, and an 

appropriate entry mode (i.e. exporting) for SMEs in international markets (Jobber and 

Lancaster, 2006; Young et al., 1989, cited in Sousa and Bradley, 2009). My personal 

interest in this type of internationalisation entry mode influenced my choice for 

studying intermediaries. But, other entry modes might rely on other types of 

relationship building, and/or other individuals with a different role. Boundary 

spanners are a central figure of research within social capital studies in the context of 

MNCs (Barner-Rasmussen et al., 2010; Johnson and Duxbury, 2010; Kostova and 

Roth, 2003; Richter et al., 2006), especially when looking at the MNC’s subunits, i.e. 

subsidiaries (Kostova and Roth, 2003). But, besides exporting and wholly owned 

subsidiaries, there are also two other common alternatives of entry modes: licensing 

and joint ventures (Maignan and Lukas, 1997; Osland et al., 2001). Thus, another 

suggestion for future research would be to further explore what types of individuals 

participate in relationship building within licensing and joint ventures, and how do 

these individuals create and maintain their social capital in those contexts. 
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Appendix 1 INTERVIEW GUIDE 
 

Some background information about your business and partners 

1. Could you tell me what your company does? 

2. What are the responsibilities that you have in your company? 

3. What type of companies are the ones that use your services as an intermediary (size, 

ownership, country of origin, line of business)? 

How did you start being an intermediary for those foreign SMEs? 

4. Why did you decide to start working as an intermediary (sales agent and/or 

distributor) in this field? 

5. How did you find your suppliers (imitating other firms in their network, referrals, 

specific target market)? 

a. What was the main reason to start collaborating with those partners (e.g. 

specific design, niche market, personal choice, etc.)?  

b. How was the relationship established? Did you have any negotiation 

(informal/formal)? 

How do you build your relationship with your foreign partners? 

6. How would you describe your day-to-day relationship with your main partners? 

a. How often do you get in contact with them? 

b. How easy/difficult is to reach each other? 

7. With whom do you usually get in touch from your main partners? 

a. How well do you actually know that person(s)? 

i. Have you been able to meet and socialize outside the formalities of 

business? 

ii. Does it make any difference to know your partner at a personal level? 

Why? 

8. What kind of information/knowledge are your partners seeking from you? 

a. How open are you about the information that you share with your partners? 

9. What kind of information do you usually need from your partners? 

a. How open do you feel are your partners with regards the information that 

they  share with you? 
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10. Are there any cultural/language aspects that you feel impact the share of 

knowledge/information? 

11. In your own opinion, what situations create the best opportunities for sharing 

knowledge and information with your partners? 

What is the value that an intermediary like you can bring to the building-

process of the international network for other SMEs? 

12. What is the value that your intermediary role brings to this relationship with your 

partners? 

a. Why do you think those manufacturers use your services and don’t export 

directly? 

b. How do your partners make sure that you represent them accordingly? Have 

they established any control mechanisms? 

c. How involved do you see yourself in your partners success? Do you feel you 

are part of their successes as well? 

13. In your case, what would you say has been the MOST successful relationship you 

have built so far? 

a. In your own opinion what has made this relationship successful? 
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Appendix 2 INTERVIEWEE #8 ORIGINAL QUOTES IN SPANISH 
 

 ‘Yo tenía que darles toda la información que ellos pedían, y toda la que tenía […] lo que 
me interesaba es cuanto más información darles, mejor para que funcionara […]. Eso 
era un interés mutuo.’ Interviewee. #8  

‘Normalmente con las incidencias y todo esto se hablaba con el departamento técnico 
(en referencia a una empresa de iluminación), o el responsable de export management 
[…] Poder hablar con él y decirle a la cara: “Esto no funciona y tenemos que hacer 
cambios”.’ Interviewee #8 

Yo creo que fue un éxito […] la relación personal (con el propietario) y yo pienso que ver 
que al cliente le gustaba (el trabajo desarrollado por el intermediario) también, y que 
había posibilidades de ampliar y de crecer.’ Interviewee #8 

 

 


