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ABSTRACT 

 
The purpose of this study is to classify the networks according to functions they performed, especially scrutinize 

their structures. The research concentrates on the influence of these functional networks on the 

internationalization process of small and medium sized companies (SME) in developing countries. What are the 

different types of support being provided by network partners? What is the structure of the existing network? 

The research part is inductive, qualitative and based on case study. The study’s findings illustrate the subtleties 

of how various network partners interact with entrepreneurs to penetrate, integrate and extend their 

international markets. Networks can help entrepreneurs expose themselves to new opportunities, obtain 

knowledge, learn from experiences, and benefit from the synergistic effect of pooled resources. Another 

contribution of this paper is that it identifies structures of the functional networks, till date networks are 

classified on the basis of extent of support they provide, not on what support they provide, thus advancing the 

literature. 
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1. INTRODUCTION 

In the start, entrepreneurs mostly worked on attributes of the individual entrepreneurs. This leads many scholars 

to wonder that how can we only see the person who start business and why not to give attention to the context in 

which he started working? Since then the concept of embededness in the entrepreneurial process was considered 

as important (Hoang & Antoncic, 2003). Networks speeded it up the venture creation process (Birley, 1985) and 

entrepreneurship is seen as part & parcel of networks of continuing social relations (Aldrich and Zimmer, 1986). 

The networks are considered as an important tool for exploring the creation and expansion of new ventures. 

Birley (1985) identified the need of more network research that contributed the understanding of the type and 

usefulness of networks in fostering startups. 

 

2. LITERATURE REVIEW 

Networks are revealed to advance the entrepreneurial value by increasing competitive advantage and resource 

approach without capital investment. In the literature of entrepreneurship, the topic of social networks is a hot 

debate throughout years (Brüderl & Preisendörfer, 1998). Butler and Hansen (1991) identified the expediting 

role of social and business networks through firm formation stages. Social networks play a momentous role in 

the process of venture creation. 
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Lechner and Dowling (2003) and Lechner et al. (2006) focus on the type and benefits of network in various 

stages of venture development …., while the prominence of networks increases and  the importance of social 

and reputational networks decrease with the passage of  time… performance as an outcome variable is relatively 

ignored (Hoang and Antoncic, 2003). Donckels and Lambrecht (1995) explored the  influence of network 

characteristics on small-business development, Littunen (2000) studied influence of  network characteristics on 

start-up, Havnes and Senneseth (2001) studied the impact of network size on performance and Watson‘s (2007) 

examined the effect of characteristics of advice network on ROE, survival and growth. This recommends that 

we have some data to understand and manage the network characteristics and their benefits at specific stages of 

development. 

 

Greve & Salaff, (2003) examined a unique evaluation of how different stages of formation impact the network. 

Butler and Hansen (1991) did a survey to evaluate the difference between advice networks especially how they 

vary across different stages of development of the firm. Steier and Greenwood‘s (2000) suggests to decrease the 

competitive pressures for developing new firm, there is a need for the entrepreneur to develop a more diverse 

and dense network. 

 

2.1. The Social Network Literature 

The Social network  literature has a strong footing in the research work of Simmel‘s (1955)  who placed greater 

emphasis on group composition to comprehend the social life of entrepreneur (Smith- Doerr & Powell, 2005). It 

also provides the idea of embeddedness (Uzzi, 1996: Granovetter, 1985). It also make out exogenous as well as 

endogenous influences on firm formation by developing strong relations in an effective manner (Koka, 

Madhavan, and Prescott, 2006) The SN approach uses the emergence and demise of nodes for measuring how 

network are changes through structural characteristics such as network size, density, or the position of actors in 

the network (Owen-Smith, Riccaboni, Pammolli, and Powell, 2002, Ahuja, 2000).   

 

Overall, the Social Network literature generally emphasized the characteristics of tie and network. Also high 

lights the importance of social networks to compensate overall needed different forms of capital to start and 

internationalize the venture and termed it as social capital. 

 

2.1.1 Social Capital 

Gabbay & Leenders (1999) defined social capital as the set of tangible or in tangible resources that comes 

through the social structure and facilitates the actors‘ goals (Lin, 1999; Portes, 1999). Entrepreneurs amass 

social capital for starting a new firm (Hansen, 2001).social capital is important element of entrepreneurial 

networks (Burt, 1992)... Entrepreneurs need many resources like information, capital, skills, and labor for 

startups and they often accumulates their resources by approaching their contacts (Cooper, Folta, & Woo, 1995, 

Hansen, 1995, Aldrich, et al., 1991, Aldrich & Zimmer, 1986). The contacts are mostly the informal and formal 

acquaintances. These contacts may range across reaching friends, professional networks and colleagues from 

earlier jobs. 

 

2.2 Internationalization & Networks 

Research on international entrepreneurship has increased to larger extent from last few years. Actually the 

market power and limited resources made the internationalization of SMEs different from large multinational 

firms. Use of networks is one prominent difference. While moving abroad SMEs rely more on their network 

contacts than larger multinationals (Coviello, 2006; Zahra, 2005).  International expansion is greater risk for 

small, limited resources firms than for large, established multinationals. Small firms have limited capabilities, 

inadequate access to market research, and less intellectual capital for their internationalization efforts. 

 

Network-based research places greater emphasis on the organization of relationships across the border. The firm 

is considered as dependent on relationships within the network (Ahokongas, 1998 & Blankenburg et al., 1996). 

The literature highlights the variety of relationships and their characteristics and other important issues such as 

resources, control, trust and interdependency of the firms. Social relationships are enormous importance for the 

international entrepreneurs (Hoang and Antoncic, 2003: Davidsson and Honig, 2003). They help in the choice of 

foreign markets (Andersen and Buvik, 2002), marketing (Welch Welch, 1995), dynamic elements (SKAKO and 

Meyer, 2002), the development of international markets and marketing activities (Coviello and Munro, 1995), 

internationalization timings (Oviatt and McDougall, 1994) export rates (Westhead et al, 2001). Strategic 

decisions and actions (Peng and Luo, 2000) and internationalization (Brush et al. 2002). Jaklic (1998) suggests 

that networks help to solve some problems of insufficient international market knowledge and technology 

transfer and capital accumulation. Bonaccorsi (1992) shows how small business does marketing and use of 

information through social networks which helps to speed up the export. 
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The process of SMEs internationalization appears to be an important concept as it helps to reduce the difficulties 

of limited financial & non-financial resources, experiences, and reliability (Lu & Beamish, 2001). Here is the 

summary of literature on the Network Relationships effect on Firms‘ process of internationalization. 

 

Network relationship often …. 

1. Initiate and stimulate firms‘ internationalization intent, Chetty and Patterson (2002) Coviello and Munro 

(1995), Korhonen et al. (1995), Andersen (1996), Ellis (2000), Sharma & Johanson (1987) 

2. Encourages decision of firms‘ market-selection Coviello and Munro (1997), Bell (1995), 

3. Helps firms to come up with entry-mode decision Coviello and Munro (1997), Johansson & Vahlne, (2003), 

Bell (1995), Chen, 2003; Oviatt & McDougall, 1994), Chetty & Campbell-Hunt, 2004;;  

4. Aids Accessing additional relationships and upright channels Chetty and Patterson (2002) Welch (1992), 

Coviello and Munro (1995), Bjorkman and Kock (1995), 

5. Increase the local market knowledge Larson (1992), Bucklin and Sengupta (1993) Coviello and Munro 

(1995), Fukuyama (1995)  

6. Acquire initial trustworthiness Chetty and Patterson (2002) Coviello and Munro (1995), Turnbull et al. 

(1996), Nahapiet and Ghoshal (1998), Osland and Yaprak (1995) 

7. costs saving and risk of internationalization  Ellis and Pecotich (2001),Dichtl et al. (1990), Coviello and 

Munro (1995)  Hamilton (1991), Katsikeas Morgan (1994), Burgel and Murray (2000), Chetty and Patterson 

(2002) 

8. Speed up the firms‘ internationalization pace and pattern Lindqvist (1988), Jones (1999), Coviello and Munro 

(1995),  

9. Expand firms‘ scope and provide market opportunity Coviello and Munro (1995) 

 

3. THEORETICAL FRAMEWORK 

The literature on the firms from developed nations has frequently highlighted that networks have an immense 

effect on the firm‘s process of internationalization; however, a question arises if the networks have same 

influence in the context of a developing nation. So in this research, we will study this network phenomenon in 

context of developing nation like Pakistan. We have also found that previous research could not provide clear 

direction on how to classify networks according to various functions they perform and how their relationships 

and structures influence internationalization outcomes. Therefore, our knowledge of the part played by the 

network structures in the process of internationalization of firms is inadequate. We cannot say with surety that 

what network features are more valuable than others in exploration of internationalization (Musteen, Francis & 

Datta, 2009) 

 

We have two Different ways for operationalizing the network approach to entrepreneurship. 

 

3.1. Characteristics of Network 

A first way emphasizes structure and general characteristics of the networks of entrepreneurs and reconnoiters 

the impact of the characteristics on internationalization process. Examples of such characteristics are network 

size, network density, and network diversity. 

 

3.1.1. Diversity 

Diversity highlights network‘s capability to add variety of contacts, experience, and information through 

accelerating the different actors in the social networks. Diversity increases as the number of focal actors 

increases in networks. 

 

3.1.2. Density 

Network density is the extent to which the focal actor‘s network contacts are themselves connected to each other 

– network density increases as the number of interconnections between contacts increases. The density of the 

network is revealed through the relationships between the people in the network. If an entrepreneur knows 

persons A, B, and C, and if A also knows B and C, it facilitates the continuous flow of information and the 

network is a dense network. 

 

3.1.3. Size 

The size of the network is reflected with the number of people entrepreneurs interact for specific reason like 

discussions, seeking advice and information etc. 

 

The second way identifies various actions carried out by entrepreneurs in the formation stage of their businesses 

and how much support they received out of their network.  
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3.2 Classification of networks on the basis of functions they perform 

According to Sapienza, Autio, George, and Zahra (2006), early internationalization threats survival of young, 

entrepreneurial firms. Small firms often depend on network relationships to overcome the hurdles of new 

markets entry. It has been proved for firms in developing economies, such as Pakistan, India and other countries 

in Central and Eastern Europe & Asia. In these economies, firms encountered many problems such as weak 

institutional environments, unforeseen changes in the legal system, and the occurrence of grey economy 

(Smallbone & Welter, 2001), these firms accelerate their networks to survive and grow (Batjargal, 2003). So, we 

may observe how many people the entrepreneur consulted before starting and running his business, how much 

the founder mobilized strong and weak ties, or how many hours per week the entrepreneur discussed specific 

business matters with friends and acquaintances, what sort of help they seek from the networks (Bögenhold and 

Staber, 1994, Aldrich et al., 1989, .Aldrich et al., 1987) 

 

3.2.1. Discussion Networks 

Discussion network comprised of the number of people that the entrepreneurs discuss numerous aspects of 

establishing and running a business (Renzulli, Aldrich, & Moody, 2000). Discussion of the various aspects of 

the venture to be created provides the entrepreneur a clear direction on how and from where to obtain certain 

resources such as property, credit, information and capital.  Discussion networks are often identified with the 

name generator approach (Burt 1984). Some members of the discussion network have only solo relation to the 

entrepreneur and others become providers of further resources as well (Greve & Salaff, 2003) 

 

Network relationships have generated a lot of opportunities for seeking knowledge for entrepreneurs and 

encouraged the firms‘ international entry (Korhonen, Luostarinen, & Welch, 1995, Ellis, 2000; Sharma & 

Johanson, 1987, Andersen, 1996), Chetty and Patterson (2002) identified that close collaboration motivate a 

firm to move abroad. Especially discussing different aspects of foreign opportunities like how to acquire 

resources such as information, property, capital, and credit helps them to boost up the motivation level of 

entrepreneur to exploit foreign opportunity. 

 

So, the first proposition for the study is: 

Proposition 1a: More the diversity of discussion networks, greater is the motivation for entrepreneurs‘ initial 

internationalization intention  

Proposition 1b: More the density of discussion networks, greater is the motivation for entrepreneurs‘ initial 

internationalization intention 

Proposition 1c: Lesser the number of network partners in discussion networks, lesser is the motivation for 

entrepreneurs‘ initial internationalization intention 

 

3.2.2. Information Networks  

Social systems and industrial relations are a valuable source of information on foreign markets (Ellis, 2000; 

Blomstermo Sharma, 2003), and often help to overcome barriers to exports (Ghauri, Lutz, Tesfom, 2003) are 

termed as Information Networks. Social contacts are important ways for accessing information. If we compare 

the information received from formal sources to informal sources, we find informal source to be more useful 

and less redundant. In particular, weak ties provide valuable information (Granovetter, 1974, 1983). The 

information rooted in the network incites the firm to get profoundly involved in international markets. So it 

appears vital for exporters to get trusted information through networks and then transform that information into 

strategic action. In the wide and varied international market arena, decision to  which markets to enter first and 

which one can prove more profitable is critical to firm‘s future growth and sustainability in international market. 

Bell (1995) found that network relationships appear significant in deciding mode of entry and helps in market 

selection for small firms (Coviello & Munro, 1997). In short, network relationships encourage firms‘ right and 

profitable market selection. 

 

Thus, the second proposition for this study is: 

Preposition 2a: More the diversity of Information networks, greater is the chance for entrepreneur to select 

profitable market to internationalize the firm 

Preposition 2b: More the density of Information networks, greater is the chance for entrepreneur to select 

profitable market to internationalize the firm 

Preposition 2c: Lesser the number of network partners in Information networks, lesser is the chance for 

entrepreneur to select profitable market to internationalize the firm 

 

 3.2.3 Advice Networks 

Business Advice Networks (crack hardens, 1990) helps in gaining valuable information on how to operate. 

Taking advice is an essential part for the process of venture creation nationally or internationally. Sharing advice 
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results in the confidence of entrepreneurs to the advisory person and they are the people who have historical 

experiences and superior in their judgments and interpretations (McGrath, Vance Gray, 2003).  It may be the 

relatives, former employers, coworkers and any government official from chamber of commerce and any 

government regulatory authority. 

 

Hamilton (1991) discovered that social (relationship) capital provide firms with an invincible competitive 

advantage, such as search costs for buyers and reduced transaction. Whenever the firm comes up with uncertain 

situation, decision makers curtail their risks by taking advices from the known/experienced connections with 

them (Ellis & Pecotich, 2001). Their experience in internationalization helped entrepreneur to minimize risk and 

engage more resources those are critical to success of venture (Katsikeas & Morgan, 1994, Dichtl, Koeglmayer, 

& Mueller, 1990, Chetty & Patterson, 2002; Coviello & Munro, 1995 ;). Through advice, entrepreneurs easily 

make effective resource commitments, which help them to lower the perception of risks (Burgel & Murray, 

2000). These resources can be financial or non-financial (e.g. entry Mode etc.) so this lead us to our third 

preposition, 

 

Preposition 3a: More the diversity of advice networks, greater are the chances for entrepreneur to make suitable 

financial and non-financial resources commitment (entry Mode) for internationalization of the firm. 

Preposition 3b: More the density of advice networks, greater are the chances for entrepreneur to make suitable 

financial and non-financial resources commitment (entry Mode) for internationalization of the firm. 

Preposition 3c: Lesser the number of network partners in advice networks, lesser are the chances for 

entrepreneur to make suitable financial and non-financial resources commitment (entry Mode) for 

internationalization of the firm 

 

3.2.4 Emotional Support Network: 

Socio-emotional support is a ―soft‖ type of contribution of social network of entrepreneurs (Brüderl & 

Preisendörfer, 1998). Exasperating events that pull initial optimistic expectations of business startups are not 

rare. For maintaining emotional stability, the emotional support received from the social network proves very 

supportive in this case.  Being appreciated from their friends lifts self-confidence of entrepreneurs. Also, 

emotional support indicating high social legitimacy and approval for starting new ventures is an asset itself. 

Entrepreneurs who receive much support from the family might be more successful (Sanders and Nee, 1996). 

More emotional support helps to develop more psychological resources such as risk tolerance, persistence and 

perseverance those proves helpful for running successful business. They also generate other resources and 

benefits such as product ideas ,finance, introduction to new clients and distributors, and supplies. (Taige, 2007) 

So this is because of the encouragement being provided by the emotional support networks that motivate the 

entrepreneur to increase their resource commitments and grow with high speed in international markets. Thus 

our third proposition is, 

 

Preposition 4a: More the diversity of emotional support networks, greater are the chances for entrepreneur to 

increase financial and non-financial resources commitment (Growth) for internationalization of the firm. 

Preposition 4b: More the density of emotional support networks, greater are the chances for entrepreneur to 

increase financial and non-financial resources commitment (Growth) for internationalization of the firm. 

Preposition 4c: Lesser the number of network partners in emotional support networks, lesser are the chances for 

entrepreneur to increase financial and non-financial resources commitment (Growth) for internationalization of 

the firm 

 

3.2.5 Resource Acquisition Network: 

Network contacts provide ready access to customers and suppliers and increase in the number of customers 

determines the success of a new business. A diverse network proves very supportive for this, because friends 

and acquaintances spread the word on the new firm into their own networks.  Bögenhold, 1989 gives it the name 

of ―snowball effects‖. Informal credits received from relatives or acquaintances are especially helpful in the 

start-up phase (Brüderl & Preisendörfer, 1998). Unpaid work from family members can compensate for 

financial constraints. Moreover, it also provides loyal employees. (Brüderl & Preisendörfer, 1998) In case of 

scarce resources (human and financial resources), more companies would mobilize their support network.  

 

Entrepreneurs can have access to cheaper sources, the use of their networks of market transactions In short, 

entrepreneurs mobilize their personal networks and access limited resources at low cost, not otherwise available, 

(Dubini and Aldrich, 1991: 308). The readiness to access resources from external networks is an important 

aspect of the international firm (Chetty & Wilson, 2003). Entrepreneur uses family and other ties for getting 

resources or support (Krackhardt, 1992). 
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`Networks help in establishing business in foreign countries through developing a distribution channel to market 

its products, they also help entrepreneurs to give access to well-established distribution channels (Coviello & 

Munro, 1995). Network relationships also help entrepreneur to access potential buyers (Bjorkman & Kock, 

1995). Welch (1992) discovered thatsmall firms can improve foreign market penetration by providing access to 

additional relationships. 

 

Network relationships help firms to access local market knowledge and obtain business information (Chetty & 

Patterson, 2002; Osland & Yaprak, 1995: Coviello & Munro, 1995) and establish relations (Turnbull, Ford, & 

Cunningham, 1996). By working together the entrepreneur develop trust and credibility with the passage of 

time, in parts (Larson, 1992: Bucklin & Sengupta, 1993), and network contacts helps to develop trust between 

members (Turnbull et al., 1996: Chetty & Patterson, 2002; Fukuyama, 1995). 

 

Thus our final proposition is  

Preposition 5a: More the diversity of resource acquisition networks, greater are the chances for entrepreneur to 

access established channels of formal networks and additional relationships for internationalization of the firm. 

Preposition 5b: More the density of resource acquisition networks, greater are the chances for entrepreneur to 

access established channels of formal networks and additional relationships for internationalization of the firm. 

Preposition 5c: Lesser the number of network partners in resource acquisition networks, lesser are the chances 

for entrepreneur to access established channels of formal networks and additional relationships for 

internationalization of the firm 

 

4. RESEARCH DATA 

Data were collected on: 

So our main focus remained on following investigative questions. 

 What are the different types of support being provided by network partners? 

o Frequency of particular support being provided 

o Extent of support from network partners 

 What is the structure of the existing network? 

o Number of network partners (people with whom the entrepreneur talks about the business 

idea) 

o Diversity of the network (family, friends, personal or business networks, variety of gender & 

occupation etc.) 

o Density of the network (contacts between network partners) 

We also investigated the attributes of the owner-managers, their background, previous employment experience, 

and the businesses they created. We also asked about their involvement in various formal or informal contacts 

like their membership or any higher designation in Chamber of Commerce, SMEDA or any other business 

association and in clubs, societies etc.  

 

5. RESEARCH METHODOLOGY 

The complexity of networks; highlights gaps to be filled; and to give comprehensive understanding of networks, 

there is need of different methodological approaches to be investigated. Therefore, qualitative methods can help 

us to understand entrepreneurial networks and increase our knowledge of entrepreneurial process (Jack, S.L., 

2008). Qualitative Method gives us full insight of what is going on within a network.  Researches done by Jack 

et al. (2008), Krackhardt (1995), Drakopoulou Dodd et al. (2006),  Steier and Greenwood (2000), Hite (2003, 

2005, Jack (2005), and Uzzi (1997) took qualitative approach to explore networks.  

 

The present study is exploratory in nature and no previous work on the networks and their impact on 

internationalization of Pakistani SMEs is present, that‘s why we are using qualitative research approach.  We 

used the method of qualitative interviewing, which helps to understand the interviewees' perceptions, stories and 

viewpoints.  The flexibility of this method facilitates in depth investigation of relevant areas (Bryman & Bell, 

2003). This is the reason behind greater usage of this multi-case study design approach in various studies on the 

smaller firm‘s international activities(Loane, Bell, & McNaughton, 2007: Spence & Crick, 2006, Moen et al., 

2004: Coviello & Munro, 1997). 

 

We take interview questions from the literature, and the interview questions were comprised of a variety of 

structured and open-ended questions. Structured questions were organized on classification data such as firm 

(age, number of employees and markets) and entrepreneur characteristics (age, education, experience and 

international exposure). Open-ended questions concentrated on the study firms' internationalization processes 

and motives. The interviewees were requested to express their views and experiences, so that the researcher may 

have deeper understanding of the issues. 
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5.1. Generating network data 

In this study, we wanted to understand the networks of the entrepreneurs, those are also known as ‗ego 

networks‘. Ego is the focal person, and ‗the alters‘ are his contacts. The most widely used instrument to collect 

ego-oriented network data in social surveys was first administered in the 1985 General Social Survey (GSS) 

(Bailey and Marsden, 1999). The instrument is centered on a ―name generator‖, which generates the 

respondent's social network. Central to this name generator instrument is the question: 

 

From time to time, most people discuss important matters with other people. Looking back over the last six 

months — who are the people with whom you discussed an important personal matter? 

This question is followed by ‗name interpreter‘ items, which help the researcher gain a deeper understanding of 

the characteristics of the respondent's alters and the type of relationships they have.  

 

First of all, as suggested by Bailey and Marsden, the most important internationalization -related issues for 

entrepreneurs were identified through a qualitative study. The issues that are important to an entrepreneur were 

found as motivation to go internationalized, select profitable markets, select suitable financial commitment way 

(entry mode), increase commitment to more international markets and accessing more relationships in 

international markets. 

 

We used a name generator for each of these issues. We enlisted each issue so that the respondent may recall the 

alerts. Van der Poel, (1993) believed that this method provides a better coverage of the ego's core network and 

thus increases the reliability of the data (Burt, 1983). In line with Marsden (1993, p. 400), we used three types of 

name interpreter items: 1) the number of alters i.e. size 2) features of the relationship between ego and alter, for 

instance the diversity 3) characteristics of the relationships between various alters (friend, business acquaintance 

or relative) i.e. density. 

 

5.2. Selection of Cases 

This study took the help of Yin‘s (1989) and Eisenhardt‘s (1989) approach for selection of case study method. 

We used multiple-cases. Strauss and Corbin (1990) and Yin (1989) both used multiple-cases but it is Eisenhardt 

(1989) highlighted the theory building properties. The multiple- case approach encourages the researcher to 

study patterns common to cases and theory and to avoid chance associations (Eisenhardt, 1991). Eisenhardt 

(1989) also point outs  that in the multiple-case approach 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 volume of data is difficult to cope with. As recommended by Eisenhardt (1989) the selection of firms 

is based on the fact that they are having totally different in characteristics. Their industry and characteristics of 

market are different from each other and they are working at different levels of internationalization. 

 

Each firm was chosen by replication logic rather than by sampling logic. In other words, the sample was 

selected because of the literal and theoretical replication; they were not the true representative of the population 

as suggested by quantitative approach to research. By choosing small- to medium-sized firms, it was easy to 

access decision makers. Each case was carefully selected so that it predicts different results for expected reasons 

(theoretical replication). 

 

6. STUDY FIRMS' PROFILES  

6.1. Case 1: Cos 

Cos is not highly qualified man, he is dealing in various products of cosmetics like hair care, skin care etc. 

Initially he started work from local market. After positive response from local market, his friends motivated him 

to work international. He started export in few countries. He got various pieces of information about business in 

those countries from business directories and chamber of commerce. Export to these countries proved 

supportive for future expansion. Now he is dealing many international countries.   

 

6.2. Case 2: Soft  

Soft is an educated man and did a lot of certification in software engineering. He does not have business family 

background. He also started business from local market some times, and then he moved abroad. For 

internationalization, he got motivation by getting membership in software Export board association (SEBA), and 

then he developed a product of school software and exported it to many countries like developing countries. He 

got many contacts from SEBA; those contacts helped him a lot in various areas of businesses including 

international businesses. He is expanding with faster pace. Making joint ventures in international markets like 

Arab countries, china, japan and Africa.  
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6.3. Case 3: Tex 

 Tex deals in textile business. The business was established by his father long ago. He dealt in home textiles in 

local market. After Tex completed his studies from abroad, he joined his father business. He decided to expand 

his father‘s business in international market. So by using his relationships which he made during studying 

abroad, he got entered into foreign markets. He exports his products in different parts of the world like china, 

Singapore, Thailand, Australia, America, Germany, Italy etc. He is taken benefits from his strong footage in 

local markets to work internationally. Now he has expanded his business to many countries and enjoying good 

share. He is nowadays planning to have production facilities in few foreign locations. During whole period of 

growth, his formal and informal contacts helped him a lot. 

 

6.4.  Case 4: Craft 

 Craft was a woman who started the business with a clear vision of revival of famous traditional crafts of the 

country. Her family background is quite sound and majority is involved in various business and social 

association. So she is backed by a lot of social and business contacts as she is also managing director of Fine Art 

College of a university. She made a team, the members of each team is specialized in various fields regarding 

the skills required for running successful business. Initially she started her business locally. After getting some 

good responses from market, she decided to move into international markets and get internationalized through 

social networking websites like you tube and Facebook. These websites are the places where people get attached 

with each other through single plate forum. So she got her first order from a friend of a friend on Facebook. 

Then her friend in UK motivated her to go abroad, so she arranged an exhibition there. Likewise she extended 

her international activities with the help of a lot of social and business contacts. Now she is running a successful 

business in local as well as foreign market and she has plans to develop the website and her own art galleries in 

various countries. 

 

7. ANALYSIS OF DATA 

Linking the data to propositions and the criteria for interpreting the findings are the least developed aspects in 

case studies (Yin, 1994). Campbell (1975) described "pattern-matching" as a useful technique for linking data to 

the propositions. Campbell (1975) asserted that pattern-matching is a situation where several pieces of 

information from the same case may be related to some theoretical proposition. His study showed, through 

pattern-matching, that the observed drop in the level of traffic fatalities in Connecticut was not related to the 

lowering of the speed limit. His study also illustrated some of the difficulties in establishing the criteria for 

interpreting the findings. 

 

Our key contingency is the purpose of the networks and we link the contribution of particular network structures 

to key entrepreneurial processes (Elfring and Hulsink, 2003). 

 

8. FINDING AND DISCUSSION  

To answer the research question which we developed previously, we made a discussion on the influence of 

network relationships on the internationalization process. As we seen the small and medium enterprises 

internationalization process is rapid. Firms using a variety of mechanisms to enter a diverse number of foreign 

markets in years. The activity appears to be largely driven by existing network relationships. That is the rapid 

and successful growth of the case firms appears to be a result of their involvement in international network, with 

major network partners often guiding foreign market selection and provide the mechanism for entry in other 

markets. As a result we can say that network relationships may not only drive internationalization but also 

influence the pattern of financial investment decisions. 

 

Using the case of Cos it can be seen that cos major relationships was in domestic markets, which was lately used 

for international markets. In fact Cos‘s movement to Dubai was triggered by an informal contact generated 

indirectly by his family terms in Dubai. Following the expansion to Dubai, then new relationships is developed, 

which then leveraged the Cos in different countries. His friends played a significant role in directly or indirectly 

providing corporation with market development opportunities worldwide. However the particular industry in 

which he deals is not technology intensive. If we noticed that a person meets him at Karachi port, which was 

lately become his friend. He was there to buy cosmetics. After that he opened his office in Tanzania, which 

leveraged Cos‘s firm in Tanzania. And from Tanzania he entered in Kenya and Africa with the indirect of his 

friend. However we noticed that the person has diverse social networks in his field. Before entering in to the 

Dubai market, he discussed his matters with his friends which become useful in shape of motivation to 

internationalize the firm. This network after that help him in gaining information about market. He also made 

personal visits which were offered by his friend in Dubai, to analyze the situation and to see the market 

conditions. After that he seeks advice and emotional support from his professional friends whom become useful 
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for him to enter and to grow in foreign markets. After those resources was acquired from different networks to 

fulfill the order. 

 

Overall Cos‘s internationalization process was driven and shaped by complex set of different network 

relationships. In a pattern similar to the Cos the other cases were also linked to the established and extensive 

international networks. 

 

Particularly, each firm‘s choice of foreign market and entry mode was highly influenced by resultant network 

relationships. So here we find that an entrepreneur discussed their matters which motivate him to 

internationalize. We also find that he obtained information from his formal and informal contacts which helped 

him in selection of profitable market like the case of Tanzania and Dubai. However we find that in difficult 

situations their friends provide him support. 

 

In case of Tex, who was an educated personality and started to export his textile products after his immediate 

joining. However his domestic business was strong and his captured a large market share domestically. When he 

joined the business his father has large number of relationships and so his .he used those relationships for 

gaining information about the international markets. He also made his research for better market, so that he can 

earn more profit. He believes that first order fulfillment is not an easy task. We need to acquire resources, and 

work hard to ship the order. An informal contact leveraged him in Australia. The textile industry is technology 

intensive, so he need upgrade the technology according to the demand and trends. Therefore we can say that an 

inward relationship facilitates an outward expansion. He believes that for competing in international markets an 

entrepreneur should know culture of a particular country, about their tastes and trends, and for repeated orders 

production should be according to the specifications. In disruptive and in critical situations he turn to his friends 

for emotional support. This behavior also supports the findings of McDougall et al. (1994) in that the small 

firms externalized particular activities in order to minimize their financial and market risk during international 

expansion. So here we find that they after discussion and proper research motivate him to expand his business in 

international markets. And he got business and market information from his friends who helped him selection of 

profitable market. Addition to those advices from his parents and professional friends about operational 

decisions about business helped him in entering new markets for exports. Following to that he got resources like 

human resource from his friends and parents. 

 

In other case of crafts, this business is totally established on network contacts. This is the newly established 

business with rapid growth. In critical and disruptive situations he seeks help from his professional friends and 

close friends. Now he is working in the domestic as well as in the international market. He participates in the 

trade fares in different countries as well as domestically. They are actually working on the revival of old crafts 

in Pakistan. In this case we find that they use their networks for discussions, in fact they spent time in 

discussions with their business partners as well as their friends. They also get information, advices, emotional 

support and resources from their network partners. And in the result they selected profitable market, they decide 

the mode of entry in foreign market and they also got financial and non-financial resources for their business 

growth. 

 

In other case of Soft, his business was established on various network partners‘ relationships. He was member in 

software export board, from where he got lot of contacts for further expansion in foreign markets, received a lot 

of help in the form of resources like angel capital and advices for mode of entry and mobilizing the additional 

relations. For business, one needs to be emotionally stable; it was his family who supported him throughout ups 

and downs of businesses.  

 

Overall, case findings indicate that international decisions with respect to particular market selection and mode 

of entry are shaped by their network of formal and informal relationships. Network development and utilization 

is one of a number of explanatory factors in the ‗‘ability and preparedness of a company to expand its foreign 

market servicing commitments‖. 

 

9. RESULTS 

The main objective of this research was to increase our understanding of the impact of networks on the 

internationalization patterns and process of small firms, with special interest in the pursuing of network 

relationships on small firms approach to foreign market selection and mode of entry also. To achieve these four 

firms was selected to study the process. Case findings also explored those small firms externalizing their 

international market development activities by investment in network relationships. 

 

For these firms, the pattern of internationalization and network is depicted as evolving in the following manner: 
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 The small firms begin operations with the intent to internationalize and this intension is mainly 

enhanced once the entrepreneur discussed the aspects with people whom he trusts most. It is also found 

out that with exception they like to discuss the matter with more people but they are the people who are 

having close relationship not only with him but also with each other, so the discussion become 

productive and integrated and resulted in the shape of higher motivation to internationalize. 

 Over time, a network of formal and informal contacts is developed usually facilitated by the small 

firm's initial relationship. This network provides market knowledge and potential access to profitable 

markets around the world. For this purpose, entrepreneur likes to have concrete information that is 

usually gained through few sources and in those sources; they rely on limited number of people. Again 

there is found a tendency of dense coordination in the information network.   

 Entrepreneur considers piece of advice important for selecting suitable mode of entry but it varies 

across the different firms. The entrepreneur working in knowledge intensive industry like software 

development would like to take advice from few people of their trust and their integration may not be 

required more. This is because entrepreneur‘s entrepreneurial capital is intensive. And other 

entrepreneurs who are working in traditional industries seeks advices from many sources and involves 

variety of expertise in their advisory board so that they may not make any mistake while engaging their 

resources at stake. 

 For increasing their commitments in foreign markets, entrepreneurs have to take bold steps that are not 

an easy task, involves a lot of risk. The entrepreneur is psychologically dependent on many people of 

their networks and needs reassurance from them for taking risks. The members of this emotional 

support network are proved less diverse, more dense and less in numbers with few exceptions. And 

these exceptions may represent the more of entrepreneurial capital like self-efficacy of the 

entrepreneur.  

 The members of resource acquisition networks proved more diverse, dense and greater in number and 

helped to not only acquire necessary resources but also increase the social capital by providing access 

to additional relationships in foreign markets. 

 

10. CONCLUSION 

This study found that small firm owners extensively use their networks at different stages of internationalization 

and in different situations which helped them in gaining their desired results. On the basis of results it is 

concluded that networks impact the internationalization process of small and medium enterprise of firms. It is 

evident from the study that an entrepreneurs discuss their important matters to whom they trust, which gives 

them greater motivation. Different types of networks is used by an entrepreneurs for acquiring information, 

resources, advices, and emotional support for the selection of profitable international market and have financial 

and non-financial resource commitments in internationalization phase. 

 

11. RESEARCH LIMITATIONS & FUTURE DIRECTION 

There are a number of limitations those are applicable to the present study, for example, small number of firms 

and the duration of some interview. So the findings cannot be generalized (Saunders, Lewis, & Thornhill, 1997). 

Other limitation is in inherent response bias associated with the self-reporting nature of the interview data (Yin, 

2003), and the last limitation is the recording of the interview sometimes causes the interviewee to hesitate and 

he/she may avoid the sensitive questions. (Ghauri, Grønhaug, & Kristianslund, 1995). So we recommend 

quantitative approach for future research to enhance and further strengthen our findings of present study. 

 

Table1: Profile of Firms 

Name Main Activities Founding 

Year 

Year of first 

international 

Activity 

First 

International 

Market  

Mode 

of Entry 

No of 

international 

markets 

Craft Make & Sale Crafts 2007 2008 United 

Kingdom 

Export Two & Through 

Facebook to 

whole world 

Soft Develop & Sale 

Software & provide 

IT solutions 

1997 2004 Africa Export Many 

Tex Manufacture Home 

Textile Items 

1954 1998 Australia Export Many 
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Table 2.1: Tabular Analysis of Network Characteristics of Craft 

Network 

Type 

No. of 

Network 

Partners 

Diversity 

(Formal or/& 

Informal 

Network) 

Density 

(Frequency 

of Contact) 

Outcomes Preposition 

Status 

More Less 

Discussion 

Networks 

   Less Diverse-

Informal 

Networks 

More Great  Motivation for 

internationalization 

1a. 

Disproved 

1b. Proved 

1c. Proved 

Information 

Networks 

   Less Diverse-

Informal 

Networks 

More Selected profitable market 2a. 

Disproved 

2b. Proved 

2c. 

Disproved 

Advice 

network 

   More 

Diverse-

Formal & 

Informal 

Networks 

Less Decided to go for lesser 

financial & nonfinancial 

commitment in foreign 

markets (Export) 

3a. Proved 

3b. Proved 

3c. 

Disproved 

Emotional 

support 

network 

   Less Diverse-

Informal 

Networks 

More Decision to move forward to 

explore more markets 

4a. 

Disproved 

4b. Proved 

4c. 

Disproved 

Resource 

acquisition 

network 

   More 

Diverse-

Formal & 

Informal 

Networks 

Less Access to established 

channels in international 

markets and mobilized more 

relations in international 

markets  

5a. Proved 

5b. 

Disproved 

5c. 

Disproved 

 

 

 

Table 2.2: Tabular Analysis of Network Characteristics of Soft 

Network 

Type 

No. of 

Network 

Partners 

Diversity 

(Formal or/& 

Informal 

Network) 

Density 

(Frequency 

of Contact) 

Outcomes Preposition 

Status 

More Less 

Discussion 

Networks 

   Less Diverse 

(Formal 

Networks) 

More Great  Motivation for 

internationalization 

1a. 

Disproved 

1b. Proved 

1c. Proved 

Information 

Networks 

   More Diverse 

(Formal & 

Informal 

More Selected profitable market 2a. Proved 

2b. Proved 

Cos Make & sale 

various cosmetics 

2009 2010 Dubai Export Many 
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Networks) 2c. Proved 

Advice 

network 

   Less Diverse 

(Formal 

Networks) 

Less Decided to go for higher 

financial & nonfinancial 

commitment in foreign 

markets (Export & Foreign 

Marketing office ) 

3a. 

Disproved 

3b. 

Disproved 

3c. Proved 

Emotional 

support 

network 

   Less Diverse 

(Informal 

Networks) 

More Decision to move forward to 

export to more markets 

4a. 

Disproved 

4b. Proved 

4c. 

Disproved 

Resource 

acquisition 

network 

   More Diverse 

(Formal & 

Informal 

Networks) 

Less Access to established channels 

in international markets and 

mobilized more relations in 

international markets 

5a. Proved 

5b. 

Disproved 

5c. 

Disproved 

 

Table 2.3: Tabular Analysis of Network Characteristics of Tex 

Network 

Type 

No. of 

Network 

Partners 

Diversity 

(Formal or/& 

Informal 

Network) 

Density 

(Frequency of 

Contact) 

Outcomes Preposition 

Status 

 

More Less 

Discussion 

Networks 

   Less Diverse-

Informal 

Networks 

More Great  Motivation for 

internationalization 

1a. 

Disproved 

1b. Proved 

1c. Proved 

Information 

Networks 

   Less Diverse-

Informal 

Networks 

More Selected profitable market 2a. 

Disproved 

2b. Proved 

2c. 

Disproved 

Advice 

network 

   More 

Diverse-

Formal & 

Informal 

Networks 

Less Decided to go for lesser 

financial & nonfinancial 

commitment in foreign 

markets (Export) 

3a. Proved 

3b. 

Disproved 

3c- Proved 

Emotional 

support 

network 

   Less Diverse-

Informal 

Networks 

More Decision to move forward to 

export to more markets 

4a. Proved 

4b. 

Disproved 

4c. 

Disproved 

Resource 

acquisition 

network 

   More 

Diverse-

Formal & 

Informal 

Networks 

Less Access to established 

channels in international 

markets and mobilized more 

relations  

5a. Proved 

5b. 

Disproved 

5c. 
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Disproved 

 

Table 2.4: Tabular Analysis of Network Characteristics of Cos 

Network 

Type 

No. of 

Network 

Partners 

Diversity 

(Formal or/& 

Informal 

Network) 

Density 

(Frequency of 

Contact) 

Outcomes Preposition 

Status 

More Less 

Discussion 

Networks 

   Less Diverse-

Informal 

Networks 

More Great  Motivation for 

internationalization 

1a. 

Disproved 

1b. Proved 

1c. 

Disproved 

Information 

Networks 

   Less Diverse-

Informal 

Networks 

More Selected profitable market 2a. 

Disproved 

2b. Proved 

2c. 

Disproved 

Advice 

network 

   More 

Diverse-

Formal & 

Informal 

Networks 

Less Decided to go for lesser 

financial & nonfinancial 

commitment in foreign 

markets (Export) 

3a. Proved 

3b. 

Disproved 

3c. Proved 

Emotional 

support 

network 

   Less Diverse-

Informal 

Networks 

More Decision to move forward to 

export to more markets 

4a. 

Disproved 

4b. Proved 

4c. 

Disproved 

Resource 

acquisition 

network 

   More 

Diverse-

Formal & 

Informal 

Networks 

Less Access to established 

channels in international 

markets and mobilized more 

relations  

5a. Proved 

5b. 

Disproved 

5c. 

Disproved 

 

 

Table 3: Summary of Findings of Research 

Na

me 

How Influential Networks are Relative 

importa

nce of 

Functio

nal 

network

s 

Other Key 

Influences 
motivation to 

start/internatio

nalize the firm 

select 

profitable 

market 

suitable 

financial 

and non-

financial 

resources 

commitm

ent (entry 

Mode) 

increase 

financial and 

non-financial 

resources 

commitment(G

rowth) 

Access 

establishe

d 

channels 

of formal 

networks 

and 

additional 

relationsh

ips 

Cra In the start, the 

entrepreneur 

Decision to 

select 

How to 

enter in 

Increase in the 

financial & 

the 

resource 

Discussi

on 

Informal 

networks 
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ft discussed 

issues with a 

relative who 

lives abroad  

& discussed 

the matter on 

social media 

like face-book 

so informal 

networks 

proved more 

influential 

particular 

market was 

influenced by 

information 

provided by 

relative lives 

in that 

particular 

market 

particular 

market 

was 

highly 

influence

d with the 

advice 

taken 

from 

business 

acquainta

nces & 

professio

nal 

friends 

(formal 

network) 

non-financial 

resource 

commitments 

was made  

possible due to 

emotional 

support 

provided by 

informal 

networks  

acquisitio

n is made 

possible 

more 

from 

informal 

networks 

and they 

are the 

source of 

accessing 

establishe

d 

networks 

& 

additional 

relationsh

ips 

network

s were 

more 

dense, 

less 

diverse 

and 

lesser in 

number 

proved 

more 

influenti

al as 

compare

d to 

other 

function

al 

network

s 

proved more 

important in 

all aspects of 

internationaliz

ation 

Soft Firm decision 

to 

internationaliz

e was 

influenced 

with 

discussion 

with other 

exporters & 

software 

association 

(Formal 

Network) 

Which Firms 

to select for 

internationali

zation are 

decided with 

the 

information 

provided by 

software 

board, 

government 

officials 

(Formal 

Network) and 

a friend 

(Informal 

Network) 

Entry in 

particular 

market 

was 

highly 

influence

d with the 

advice 

taken 

from an 

old & 

loyal 

customer 

in local 

market & 

exporters 

of 

software 

export 

board 

(Formal 

Networks

) 

Increase in the 

financial & 

non-financial 

resource 

commitments 

was made  

possible due to 

emotional 

support of 

Indian friends 

in country club 

of that country 

and also use 

medium of 

Facebook 

where he posts 

status and have 

feedbacks from 

informal 

networks  

the 

resource 

acquisitio

n is made 

possible 

more 

from 

friends 

communit

ies 

developed 

through 

Facebook 

(Informal 

networks 

) and they 

are the 

source of 

accessing 

establishe

d 

networks 

& 

additional 

relationsh

ips 

Advice 

network

s were 

less 

dense, 

less 

diverse 

and 

greater 

in 

number 

proved 

less 

influenti

al as 

compare

d to 

other 

function

al 

network

s 

During whole 

process of 

internationaliz

ation, both 

types of 

networks 

(Formal & 

Informal) 

remained 

dominant in 

all kinds of 

functional  

networks 

Tex Motivation to 

move 

international 

was 

influenced 

with the 

discussion 

with  father, 

classfelow 

(Informal 

Networks) and 

other 

exporters in 

Selection of 

markets is 

highly 

influenced 

with the 

information 

being 

provided 

from 

Chamber of 

Commerce 

and other 

government 

To go for 

export  

rather 

than other 

types of 

entry 

modes 

was 

highly 

influence

d with the 

advice 

taken 

Increase in the 

financial & 

non-financial 

resource 

commitments 

was made  

possible due to 

emotional 

support 

provided by 

father & 

brothers who 

are partners of 

the 

resource 

acquisitio

n is made 

possible 

more 

from 

informal 

networks 

like 

family & 

friends 

and they 

Emotion

al 

Support 

network

s were 

more 

dense, 

less 

diverse 

and 

lesser in 

number 

proved 

During whole 

process of 

internationaliz

ation, 

Informal 

networks 

remained 

more 

dominant in 

all types of 

functional 

networks. 
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textile 

industry 

bodies(formal 

Network) 

from a 

customer 

who was 

close 

friend of 

entrepren

eur 

(informal 

networks) 

owners as well 

(informal 

networks) 

are the 

source of 

accessing 

establishe

d 

networks 

& 

additional 

relationsh

ips 

more 

influenti

al as 

compare

d to 

other 

function

al 

network

s 

Cos Motivation to 

move 

international 

was 

influenced 

with the 

discussion 

with  Mother, 

Friends(Infor

mal Networks)  

Selection of 

markets is 

highly 

influenced 

with the 

information 

being 

provided 

from 

Chamber of 

Commerce, 

Directory of 

Importers in 

first 

international 

country and 

other 

government 

bodies(formal 

Network) 

To go for 

export  

rather 

than other 

types of 

entry 

modes 

was 

highly 

influence

d with the 

advice 

taken 

from 

Chamber 

of 

Commerc

e (Formal 

networks) 

and friend 

who was 

having 

high 

designatio

n in 

chamber 

of 

Commerc

e 

(Informal 

Networks

) 

Increase in the 

financial & 

non-financial 

resource 

commitments 

was made  

possible due to 

emotional 

support 

provided by 

mother & 

Spouse 

(informal 

networks) 

the 

resource 

acquisitio

n is made 

possible 

more 

from 

informal 

networks 

like 

family & 

friends, 

less from 

state 

agencies 

& 

competito

rs 

(Formal 

Networks

)and they 

are the 

source of 

accessing 

establishe

d 

networks 

& 

additional 

relationsh

ips 

Informat

ion 

network

s were 

more 

dense, 

less 

diverse 

and 

lesser in 

number 

proved 

more 

influenti

al as 

compare

d to 

other 

function

al 

network

s 

During whole 

process of 

internationaliz

ation, 

Informal 

networks 

remained 

more 

dominant in 

all types of 

functional 

networks. 
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