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Abstract 

 

Background: The question of the influence of social capital on internationalization has been 

an important researched topic, as one of the factors for entering and post-entry operation on a 

foreign market. However there is a lack of knowledge, deepening on the importance social 

networks and relationships have for committing to a big foreign market such as the United 

States.  

 

Research question: How social capital influence a firm’s commitment to the U.S. market? 

 

Purpose: The purpose of this research is to provide a better understanding of the importance 

of a network of social ties when it comes to a firms’ commitment to a foreign market. This 

study has the goal of proving knowledge on the importance of social capital to firms’ 

commitment to a foreign market, by explaining better its positive and negative sides over the 

process.  

 

Theoretical Framework: The theory in this work is being divided into three parts: 

internationalization of SMEs, social capital and influence of social capital on the firm’s 

commitment to a foreign market. The theoretical framework is based on the previous 

researches done in accordance to the topic of this thesis. A model is presented at the end of 

the theoretical framework in order to be outlined the process of analyzing the three firm cases 

later on. 

 

Methodology: This study is using qualitative research method in order to find an answer to 

the research question set at the beginning of the project. Abductive method, combing the 

inductive and deductive approaches, is chosen as a way to interpret and explain causality on 

the elected topic and to develop the existing theory. Primary and secondary data have been 

collected through the research process by conducting interviews with firm representatives, 

looking at official web pages and reports. Three Swedish companies have been engaged in 

this research because of their successful establishment on the U.S. market.  
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Conclusions: The results of this study are showing the importance social capital in the 

internationalization process. Networks should be considered as a crucial issue and cannot be 

neglected since this may lead to bad results, performance, loss of growth and position on the 

foreign market. However, different commitment results are coming from different approaches 

followed by companies. There might be both positive and negative results outlined from using 

social capital, which will lead to increased or decreased mode of internationalization.  

 

Keywords: internationalization, SMEs, commitment, social capital.   
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I. Introduction 

In this chapter the existent background on the topic of this study will be outlined. The 

theoretical gap that has inspired this work will be presented in the problem discussion bellow, 

followed by the purpose and the research question set by the authors. An overall disposition 

of the thesis will end this chapter. 

 

1.1. Background  

 

The internalization process in the world is constantly changing and various attempts 

have been made in literature to explain under which circumstances it has been transformed 

(Maitland, Rose & Nicholas, 2005). The term “internalization process” denotes how firms 

expand into new markets, become involved in progressively more international relationships, 

and use increasingly more resource-consuming organizational structures over time (Chetty & 

Agndal, 2007). Ellis (2011) reduce that internationalization can be explained as unifying a 

firm’s choices made about foreign markets and entering them. The author also emphasizes on 

the lack of knowledge about the actual process of how a firm determine business relationships 

on a foreign market.  

 

The problem with the recent literature from the last twenty years, researching the 

internationalization process through the Uppsala model or the Innovation model, is that 

neither of them could give a truthful prediction of a firm’s motion from one place to another 

(Ellis, 2011). Another relevant issue in the field of internationalization is that most of the 

research work done is focusing on the importance of external factors, and less than internal 

motivators for international business (Zhang, Ma & Wang, 2012). Internationalization is said 

to be the main leader in the twenty first century when it comes to competitive business (Hitt, 

Ireland, Camp & Sexton, 2001).  

 

The increasing globalization today is opening more and more foreign markets, 

facilitating technologies, growing across borders and gathering new opportunities. 

Internationalization today is possible for every size of business, from small or newly-born 

firms, to large or well-established enterprises (Hitt et al., 2001). Chetty and Holm (2000) see a 

firm’s internationalization defined with the extending of firm’s business network relationships 

by number and intensity. By using a network approach in their work, the authors split the 
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internationalization process into three aspects: international extension, based on new 

counterpart’s relationships in foreign countries; penetration, focusing on consolidating the 

existing foreign networks; and internal integration into networks in different countries (Chetty 

& Holm, 2000).  

 

Johanson and Vahlne (2003) put their attention of network relations in the 

internationalization process of firms. Already established relations have an obvious influence 

not only on choosing how a firm should enter a market, but also on establishing its own 

subsidiary. The Uppsala model focuses on the point that internationalization is a combination 

of knowledge about the foreign market, in order of initial penetration, and commitment to this 

market as well, in the sense of market development. General surveys and researches of the 

foreign market are not able to provide the same understanding as already built relationships 

and previous experience. By doing business in a certain country, the firm is increasing its 

engagement to that country. Every market is enclosed with its barriers for doing business; it is 

also consistent of its typical customers and competitors (ibid).  

 

Fafchamps (2007) is reviewing the importance of network in society. The author 

points out the complexity of each relationship and argues about the connection between 

development and social capital. Although entrepreneurial intention for internationalization is 

studied as relevant factor from some researchers (Hitt et al., 2001), there are others suggesting 

that social capital is the one explaining international business relations (Zhang, Ma & Wang, 

2012). Lindstrand, Melen and Nordman (2011) also argue that social capital could affect the 

internationalization process in a foreign market. Therefore, the authors point out that the 

individuals’ social capital help firms to surmount the difficulties in their internationalization 

process (ibid). 

 

The first appearance of social capital is as a sociology term (Chetty & Agndal, 2008). 

Tt is seen as strong networks of personal relationships build over time and based on trust, 

team-work and group action in needed situations (Nahapiet & Ghoshal, 1998). Zhang, Ma and 

Wang (2012) refer to social capital as available firm’s resources through a network of 

business relationships. In their study, the authors focus on the influence that social capital 

have over the firm’s internationalization, such as obtaining knowledge, entering markets, 

facilitating operations, defining the rate and the range of the international business process. 

Tsai and Ghoshal (1998) are emphasizing on social capital as efficient asset to the firm, 
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gaining benefits by building social and business relationships. Thus, social capital is identified 

to have three dimensions, helping the resource flow - structural, relational and cognitive 

(Nahapiet & Ghoshal, 1998). Nahapiet and Ghoshal (1998) are arguing that those aspects are 

improving the learning process of firms.  

 

As Johanson and Vahlne (2003) explain in their work, social ties between people are 

developed while interacting with each other. In order to be building a strong relationship, 

commitment is required.  It is a time and assets consuming process, which requires 

accordance between the sides, based on mutual interest (ibid). Conviello (2006) is seeing 

social capital combining the simple social ties with business issues and results. External social 

capital is seen as positively influencing the foreign market entry, resulting in market 

awareness followed by growth (business development). There is an implied idea in his work, 

suggesting that networks are changing over time. It starts by having a strong social 

relationship and with the time turn into more economic ones (ibid). 

 

However, as social capital bares its significant influence over entering a new market 

(Chetty & Angdal, 2008), it does the same for stronger engagement and development of the 

firm to the market (Felicio, Couto & Caiado, 2014). Usually, foreign markets are reached by 

SMEs through the interference of third participant in the business. Continuous relationships 

are the way to building trust and creating reputation between firms (Chetty & Holm, 2000). 

The companies are adding value by interacting with other people of all kind- employees, 

partners, customers, etc. (ibid).  

  

Chetty and Angdal (2008) explain the importance of relationships for SMEs to 

surmount the obstacles in the internationalization process. The authors stress their attention on 

the active influence of social capital on the various stages of the process of firms while 

operating abroad. Information, providing the essence of a foreign market, is the most valuable 

asset for a firm while internationalizing, and social capital is the connection overcoming that 

obstacle, by creating the needed relationships (Chetty & Angdal, 2008). The question that we 

have put ahead us is how social capital works on the deeper commitment to a foreign market.  

 

The chosen market is of big significance (Andersson, 2003). It is dependent on its 

internal resources, such as the entrepreneur’s knowledge, personality and networks, build up 

in the different markets.  In order to present successfully on a foreign market, a firm should be 
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competitive in its actions (ibid). Some studies imply that foreign markets are different in 

many aspects and this could lead the firm to develop different types of business modes for 

each market (Lowe, George & Alexy, 2012). That is the reason why we chose to research 

what the internationalization development of a firm, operating on the United States market 

(U.S. market) will be.  

 

Penetrating a big market, such as U.S. market, represents an important part of the 

internationalization strategy of a successful firm (Efstratiades, 2008; Pehrsson & Pehrsson, 

2014). A market so homogeneous and a leader in many productions provide an opportunity 

for big results. The U.S. market holds out major marketplace to firms coming from abroad. 

The right approach is to choose the suitable distributors and playmates in order to create good 

reputation, strong brand and thus to be able to take part in the race with the big competition 

for customers (ibid).  

 

Taking a look at the U.S. market, it consists of people speaking easy and world famous 

language with quite well-meaning business environment (Efstratiades, 2008). Foreign market 

with this size and those possibilities is considered suitable for internationalization. Every 

business has its own specific characteristics that should be considered while operating in the 

U.S. (ibid). The U.S. is an outstanding foreign marketplace for Swedish firms as main 

alternative for them to internationalize (Pehrsson & Pehrsson, 2014).  

 

1.2. Problem discussion  

 

Previous qualitative and quantitative researches have introduced the importance of 

social capital for internationalization. In today’s born globalized world, relationships are the 

one, influencing the business process on a foreign market (Johanson & Vahlne, 2009). 

Although there are many theories on how social capital influences positively the 

internationalization process, there is lack of knowledge on how SMEs use their net of 

relationships to commit more to a certain foreign market (Rodrigues & Child, 2012). Chetty 

and Agndal (2007) state that there is limited knowledge, existing on the influence of 

relationships on the internationalization of SMEs over time. Through our study we would like 

to focus on a problematic gap for SMEs and take a look on the influence social capital has on 

committing to the US market in order for a firm to have their own subsidiary.  
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As Fafchamps (2007) stated in his work, the empirical evidence on the positive 

influence of social capital is already obvious, but the theoretical background is waiting to be 

developed with more details. According to Andersson (2006), there is lack of research on the 

topic of internationalization, focusing on analyzing the firm’s behavior on different 

international markets. Indeed, the previous literature is providing many examples of SMEs, 

using social capital to internationalize on various markets, such as New Zealand, France, 

Italy, Brazil, United Kingdom, China (Chetty & Holm, 2000; Rodrigues & Child, 2012; 

Masciarelli, Laursen & Prencipe, 2009; Kontinen & Ojala, 2011; Zhang, Ma & Wang, 2012), 

but only very few are grazing the US market (Pehrsson & Pehrsson, 2014).  

 

Conviello (2006) is emphasizing on the importance of networks and their influence in 

the internationalization process; he is highlighting both positive and negative effects of social 

capital. The question of how network progress over time is as well considered (ibid). SMEs 

which have built strong inner relationships are in need of external network to internationalize 

(Kontinen & Ojala, 2011). That is our motivation to look at those three Swedish firms, 

coming from limited domestic market, and see how building social capital has helped them in 

committing to the US market.  

 

Social capital is playing a significant part by ensuring personal contacts and 

institutional help (Rodrigues & Child, 2012). SMEs are saving costs by having crucial 

relationships not only on the foreign market, but on their home market as well. Finding the 

right and useful connections is considered vital for SMEs in surviving abroad (ibid). 

Information is the magic key to everything today, and the insufficiency of information is 

holding back the SMEs in the competition contest on their domestic and foreign market as 

well (Chetty & Holm, 2000). Social capital is ensuring quick and efficient information, by 

obtaining required resources from others (ibid).  Lindstrand, Melen and Nordman (2011) 

explained how managing social capital is extremely important for SMEs in order to 

internationalize and obtain the needed resources. The authors are presenting a successful way 

of SMEs to overcome their size disadvantage while operating on a foreign market.  

 

However, the existing literature and research are presenting chaotic understanding on 

the topic of social capital’s influence on committing to a certain foreign market. Operating on 

foreign markets has a lot to do with the stage of commitment to this market by the domestic 

and the foreign SMEs (Rodrigues & Child, 2012). The authors agree that if that engagement is 
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not high enough this might provoke adverse repercussions in the future performance of the 

firm. As a result, wrong impression and reputation might be created for the firm among that 

market, as it could be considered untrustworthy player (ibid).  

 

1.3. Research question 

 

How social capital influence a firm’s commitment on the U.S. market? Looking at 

the perspective of three Swedish firms’ commitment in the United States market 

 

1.4. Purpose of research  

 

The purpose of this research is to provide a better understanding of the importance of a 

network of social ties for a firm when it comes to established firms’ commitment to a foreign 

market. Firstly, we are focusing on the internationalization of a firm, from the perspective of 

committing or developing on the foreign market. We choose three Swedish firms, who made 

successful growth on the U.S. market. The U.S. market is big, homogeneous, well-structured 

and institutionalized. It’s a market full of opportunities, but it is as well hard to grow on such 

market, if you are a foreign SME among the huge competition. The firms that we have chosen 

are SMEs, and are already mature on the U.S. market.  

 

Secondly, we outlined the term social capital, its character and possible influence on 

the international growth of SME. From personal experience, as international students looking 

for a job, we have discovered that it is hard to enter a place if you do not have the right 

relationships. Whether it will be by belonging to a certain group of people, being friends with 

somebody, or even speaking the same mother language, having your personal network of 

contacts is considered important. That was our initial reason for our choice to explore how 

social capital, in the form of resources and relationships, could affect the foreign operation of 

a firm. We are going into the live experience of Eleiko Sport AB, Comfort Audio and Tylo 

AB, in order to provide a connection between theory and reality on the importance of building 

social network.  

 

Last, but not least, we would like our research to be in help of firms, who are already 

internationalized, however would like to commit more to a certain foreign market, as U.S. 

market is in focus here. We have chosen companies which we had previous contacts with. It 
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has been more convenient to us, and we suppose to them as well, to be familiar with each 

other. The firms are all located in Halmstad, Sweden, the same place where we are working 

on this thesis.  

 

1.5. Disposition of the thesis 

 

This thesis is consistent of six chapters, outlined in the graph below. Reference list and 

appendix could be found after the conclusion chapter of this work.  
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Figure 1. Disposition of the thesis 
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II. Theoretical framework 

 

This second part of the thesis is covering the existing theory on the question of 

internationalization and social capital of SMEs. The overview is presented in three leading 

points as follows internationalization, social capital and influence of social capital over 

internationalization. The theoretical framework, formed in this second part, will be further 

developed and combined with the empirical findings later in this work by analyzing them 

together and conducting the purpose of this research. 

 

1.1 Internationalization process for SMEs 

 

The first appearance of the concept of internationalization started in the 1920s; it has 

been presented as equivalent of growth outside the border of a country in a geographical 

aspect (Ruzzier, Hisrich & Antoncic, 2006). Without the national boundaries for exchange, 

communication and traffic, many doors are open (Masciarelli, Laursen & Prencipe, 2009). 

The firms today are able to think and act on the global stage one way or another, whether by 

being part of the foreign market, selling their own production or benefiting from the 

advantages of other business players (Masciarelli, Laursen & Prencipe, 2009). Foreign market 

is referred to as the country, where a firm is doing business (Chetty & Agndal, 2007).  

 

Looking at the internalization mode, literature has focused majorly on what entry 

methods to use when a firm wants to grow outside their domestic market, but very little on 

how the internalization process evolves over time. The term “internalization process” denotes 

how firms expand into new markets, become involved in progressively more international 

relationships, and use increasingly more resource-consuming organizational structures over 

time (Chetty & Agndal, 2007). (Ruzzier, Hisrich & Antoncic, 2006). Firms based in small 

domestic market need to rise to foreign markets in order to survive (Masciarelli, Laursen & 

Prencipe, 2009). The internationalization does not include only transaction of their 

production, but sharing experience and knowledge as well. For a firm to be successful on the 

international arena, interactions with other organizations are required, which ensure the 

needed resources and knowledge (Masciarelli, Laursen & Prencipe, 2009). The firms trading 

on an international level are most valuable for their domestic country (Doole &  Lowe, 2012). 
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Ruzzier, Hisrich and Antoncic (2006) are studying the different factors influencing the 

internationalization modes of SMEs. The motives for the rising internationalization of SMEs 

today are the globalization breaking barriers of economic and technological perspective. In 

this train of thoughts, SMEs today are having almost the same issues in facing international 

market such as the big companies (ibid). Chetty and Agndal (2007) are stating the need for 

more studies on the topic of firm’s international development. The authors are emphasizing 

that a valuable factor for operating on foreign market is the connections SMEs have with 

others.  

 

Different factors have been identified that influence the choice of an entry mode for a 

selected target market. The three different factors that influence the choice of entry are: 

ownership advantages of a firm, location advantages of a market and internalization 

advantages of integrating transaction within the firm (Agarwal & Ramaswami, 1992). All 

risks and opportunities must be carefully considered when going into a foreign market 

(Ruzzier, Hisrich & Antoncic, 2006). In order to race in an international level with all the 

competitors, SMEs should be able to respond with faster modes, in big pressure, with more 

resources, experience and knowledge. Chetty and Holm (2000) conducted a study, illustrating 

that firm are using positively their network relationships to enter, develop and integrate in 

their foreign markets.   

 

Proactive factors are internal for the firm, 

influencing its choice of internationalization. 

They bear the importance of networks, social 

capital and supply chain:  

Reactive factors are external for the firm and are 

connected with the environment, or also the 

competition: 

 Growth and profitability  Saturated domestic market 

 New business opportunities  Reduce cost and risk 

 Competitive products  Specialized product 

 New practices and skills  Favorable currency difference 

Table 1. Proactive and reactive factors for SMEs internationalization (Doole & Lowe, 2012) 

 

Internationalization hold numerous reasons for SMEs to go to foreign markets, such as 

low cost technology, free-trading modes, and liberalized areas of business, all opening new 

possibilities for growth and profit (Ruzzier, Hisrich & Antoncic, 2006). Couple of decades 

back SMEs were not in need to go out of their domestic market, but the reality today, lack of 
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resources, need of high technology, better practices, etc., make them international players, 

operating all over the world. A firm’s interaction with the international market is obvious 

when there is an output on the foreign market in terms of selling or buying, or being involved 

in interplay with other international firms (ibid).  

 

Agarwal & Ramaswami (1992) are outlining the internationalization modes for SMEs, 

such as indirect/direct exporting, sales and/or manufacturing joint venture, licensing and 

franchising, etc. Chetty and Agndal (2007) are also proposing that in order to high 

commitment to the foreign market, the SMEs usually start with exporting, using a distributor 

or an agent, having joint ventures abroad and lastly establishing their own direct subsidiary.  

 

SMEs are embracing many obstacles by going into the foreign market, such as 

geographical distance, differences of products, culture levels, etc (Hassouneh & Bregman, 

2011). Internet is making drastic changes in the internationalization of SMEs, reducing costs 

and boundaries of all type in order of competing on the foreign market (Hamill & Gregory, 

1997; Hassouneh & Bregman, 2011). SMEs all over the world are creating their own 

networks through Internet becoming involved in the electronic commercialization everywhere 

(Moini & Tesar, 2005). The popularity of the virtual network is helping firms in acquiring 

connections with foreign markets, thus ensuring SMEs with faster growth (Hassouneh & 

Bregman, 2011).   

 

Simply said internet is connectivity and it has changed everything (Hamill & Gregory, 

1997; Moini & Tesar, 2005). The virtual world is removing the need and role of 

intermediaries, distributors or agents in the business, by connecting directly the consumer to 

the manufacturer (Hassouneh & Bregman, 2011). The “Net” is being defined as a new 

category of maintenance of the business on the domestic or foreign market, combining 

research, feedback, orders, tracking, behavior, opinions, etc (Hamill & Gregory, 1997). For 

SMEs it is cheap, providing huge amount of information, connections, overcoming obstacles 

and bringing more clients (Hassouneh & Bregman, 2011).  

 

1.1.1 Choosing a foreign market 

 

The U.S. market is playing a dominant role for the Swedish industrial companies in 

general, which is the reason for market expansion (Pehrsson and Pehrsson, 2014). Every 
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foreign market has its own protection walls for going in, regarding the economy, the 

institutions or the culture of that country (Johanson & Vahlne, 2003).  There is less focus in 

the latest literature put on the differences coming from institutions and culture. Those two 

aspects are usually seen through the physic distance term, considering legislation, system of 

education and language (ibid). The sense of physic distance will be discussed through the 

Uppsala model (Johanson & Vahlne, 1977; 2009) in the next paragraphs. The distinction 

between different cultures is often referring to Hofstede cultural dimensions. 

 

1.1.1.1 The Uppsala Internationalization Model 

 

The model dates back in the late 1970, as Johanson and Vahlne (1977) present it in 

their study. Coming from small economies, researchers in Scandinavia came up with their 

own model, built on the observation of their own home market (Johanson and Vahlne, 1977). 

The U-model is based on the firm’s behavioral theory and Penrose’s model of firm’s 

knowledge and growth (Andersson, 2006). According to the model, firms become more 

involved in their international business while moving slowly from foreign markets, that they 

already operate in to others, being psychically distant to, on account of linguistic, cultural or 

other characteristics (Johanson & Vahlne, 1977).   

 

The model is discussing the ability of firms to gather knowledge, commit to the 

market and behave in different ways (Hassouneh & Bergman, 2011). More information for 

the market creates more assets in the form of resources and built higher commitment to the 

foreign market (ibid). The Uppsala model is consistent of two factors: the foreign market a 

firm is engaged in, and the level of that engagement (Johanson & Vahlne, 1977; Andersson, 

2006; Ruzzier, Hisrich & Antoncic, 2006). The term “psychic distance” is used to measure the 

geographical selection of internationalization (ibid).  The firms first choice of market it to 

penetrate the one that has similar language, educational level, business practices, political 

status, etc, to their own (Andersson, 2006) and then bit by bit to shift to those with higher 

physic distance (Hassouneh & Bergman, 2011).   

 

Despite the fact that some researchers have supported the model, it has been criticized 

for its validity by others (Andersson, 2006). The U-model is seen as narrow model, too much 

traditional and not useful in the nowadays reality, applicable only in the early phases of the 
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internationalization mode (ibid). The born global, or firms operating internationally since they 

were created, are more and more visible these days (Ruzzier, Hisrich & Antoncic, 2006).  

 

As a response to this criticism, Johansson and Vahle (2009) have revisited their work 

and “updated” the Uppsala model. The new model includes the process of trust building, 

commitment level and knowledge process. The authors tend to save the basic structure of the 

model by small adjustments. The terms “recognition of opportunities” and “network position” 

that Johanson and Vahlne (2009) added, belongs to their presumption that the 

internationalization process has the tendency of a network, where trust, commitment and 

knowledge are shared out among the people in this system of connections.  

 

Figure 2. Revisited Uppsala model (Johanson & Vahlne, 2009) 

 

1.1.1.2 Cultural dimensions 

 

The United States are being classified as individualistic society- self-orientated and 

sufficient, controlling and pursuing personal benefits (Doole & Lowe, 2012; Avery, Swafford 

& Prater, 2014). This way they are counting more on individual freedom and putting the 

individual goals ahead of the group ones (ibid). The U.S. has small power distance. For them 

everybody is equal to the other (Avery, Swafford & Prater, 2014). According to uncertainty 

avoidance, the US are scoring really high. The Americans are afraid of the unknown. The 

focus of genders in US is put on masculinity. According to time orientation, US are high-

scoring in the short-term plans. They are interested in short term profits.  Culture does 
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influence business relationships. Performance is highly estimated in individualistic cultures as 

US (Doole & Lowe, 2012; Avery, Swafford & Prater, 2014).  

 

Both U.S. and Sweden are part of big regional trading groups, such as European Union 

and Free trade Area of Americas, ensuring one level higher secure environment for 

international business operation (Doole & Lowe, 2012). With the formation of EU in 1993, 

the U.S. became the second in market-power in the world. The U.S. market belongs to a 

developed economy, similar to the one of Sweden. If we look at the infrastructure and 

marketing aspect for U.S. and Sweden, they are both developed in those aspects. The 

infrastructure is consistent of the country roads, laws, communications, etc. It is usually 

connected with the economic level of the country (ibid).   

 

1.1.2 Internationalization of SMEs in order of committing to the foreign market 

  

The behavior of SMEs during internationalization is still being questioned (Zhang, Ma 

& Wang, 2012). Johanson and Vahlne (2003) see internationalization as growing commitment 

to operations abroad. According to Agarwal and Ramaswami (1992), firms interested in 

servicing foreign markets face a difficult decision with regards to the internationalization 

mode. To be successful on a certain market abroad, firms have to be completely aware of 

those foreign markets, in order of institutions, laws, culture, etc. (Chetty & Agndal, 2007).  

 

Johanson and Vahlne (2003) discuss that only through business operations in a precise 

foreign market a firm could gain knowledge about the customers, competition, institutions 

and have the be able to respond adequately in different cases. It is a time consuming process 

to cultivate certain abilities and learnings which can help the firm to grow (ibid). Previous 

researches have suggested that acquiring knowledge leads the firm deeper commitment on 

foreign markets (Pehrsson and Pehrsson, 2014).  

 

Small and medium sized firms usually are lacking resources and do not have the 

needed information to operate (Chetty & Agndal, 2007; 2008). Hilmersson (2014) discusses 

that although the lack of experience, size or different resources, SMEs should internationalize 

in greater speed in order to perform better. In the purpose of reducing the risk for them, the 

firms have to spread-out their actions in multiple directions (ibid). However, there are existing 
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researches that have discovered the ability of SMEs to attract the needed assets by using their 

already built relationships or building new ones (Chetty & Agndal, 2007; 2008).  

 

Building a stronger relationship and committing one side to the other is a base of 

learning about mutual needs, resources and business operations are created (Johanson & 

Vahlne, 2003). There appear to be an interest for both sides and creating a joint future 

together (ibid). Respective relationships SMEs are building with their distributors, customers, 

connected associations, etc (Rodrigues & Child, 2012).  

 

According to Chetty and Agndal (2007) once a firm becomes more experienced with 

the new market, they become more willing to commit additional resource-consuming to their 

activities. This firm may progress from direct exporting to setting up a subsidiary abroad. 

Doing business on a foreign market and gathering experience has its future advantage for the 

firm on this same market (Johanson & Vahlne, 2003). The firm is creating benefits, typical for 

the market abroad, hence increasing firm’s commitment to this market (ibid). Therefore it is 

necessary for the firm to gain a better understanding of how the internalization mode evolves 

over time (Chetty & Agndal, 2007).  

 

The firm is influenced by series of decisions while choosing an internationalization 

mode, initial or post-entry (Johanson & Vahlne, 2003). Those different steps are straightening 

the commitment more and more, stimulated by the initial operating process and the results the 

firm got from precious experience on that market. Through stronger commitment to a foreign 

market, the firm gets more bound and dependent to it. The stable position creates high need 

for defending and developing it (ibid). The term commitment in this paper is relevant to the 

change of strategy in the post entry internationalization period of a firm (Chetty & Agndal, 

2007). This change emerges when business market is being changed, or as in this work, when 

the modes used are being changed (ibid).  

 

2.2 Social capital 

 

Lately, the question of how knowledge of all kind is being spread is of big interest by 

many researchers (Masciarelli, Laursen & Prencipe, 2009; Lindstrand, Melen & Nordman, 

2011; Chetty & Agndal, 2007,2008; Rodrigues & Child, 2012). One of the major challenges 

when going through the internalization process is to overcome the limitations of resources 
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(Chetty & Agndal, 2007; Lindstrand, Melen & Nordman, 2011). A way to overcome this 

limitation is for a firm to acquire these resources through their created networks (ibid). The 

ability to acquire resources from a network is referred to as social capital, and it plays an 

important role in influencing international selection (Lindstrand, Melen & Nordman, 2011).  

 

The use of social capital is allowing managers of firms with small number of 

employees to perceive new learning, faster and more efficient, in order of spreading their 

product widely (Lindstrand, Melen & Nordman, 2011). Lately, social capital is more often 

considered big part in the internationalization of SMEs (Zhang, Ma & Wang, 2012). Social 

capital is a creation of people’s relationships and it is seen as opportunity from the point of 

intelligence, knowledge and experience; it provides the ability to create, identify and/or 

improve new possibilities (Burt, 1997).  

 

The definition of the term is a relationship network, through which not only resources, 

but knowledge as well are acquired (Tsai & Goshal, 1998; Zhang, Ma & Wang, 2012). 

Although most of the researchers see the actual implication of people’s ties and the 

relationship between them in a social structure (Johanson & Vahlne, 2003; Chetty & Agndal, 

2007; Adler & Kwon 2002), there are others arguing that the term is unworthy of its name, 

referring to unreal capital and excluding possible social ties (Tittenbrun, 2014). Since social 

capital is a combination of social ties, dependent on trust, reputation, power, friendship, 

organization, etc, there cannot be made a simple definition of the term social capital (Staveren 

& Knorringa, 2007). However, in this work, the definition of Nahapiet and Ghoshal (1998) is 

accepted as central: 

 

 "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. 

Social capital thus comprises both the network and the assets that may be mobilized 

through that network". 

 

In their study on social capital, Nahapiet and Ghoshal (1998) suggest three dimensions 

of the term: structural, relational and cognitive, expressing the three main aspects of the term. 

To the structural dimension, the authors refer to the social network and the relations between 

people or groups inside as one entity, dependent on thickness, correspondence and hierarchy. 
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The position of a person in a society is bringing him certain type of benefits, such as 

information, contacts, material belongings (Tsai & Ghoshal, 1998).  

 

The term relational social capital is concentrated around the resources that one person 

could acquire through a personal acquaintance with another person based on their cooperation 

back in time (Nahapiet & Ghoshal, 1998). This could concern friendship and good regards 

with other people by building trust and support in order to achieve a purpose (Lindstrand, 

Melen & Nordman, 2011).  

 

Cognitive dimension is the third aspect of social capital, consistent of the common acts 

or behavior that members of one group have or are sharing among a network, providing 

beneficial opportunity for market integration (Nahapiet & Ghoshal 1998; Tsai & Ghoshal, 

1998; Lindstrand, Melen & Nordman, 2011). This dimension is operating around the value-

consistent side of social capital, reliant on the common acts and believes, typical for a 

network of people, which results in taking new opportunities that are benefiting the whole 

group (ibid).  

 

According to Chetty and Agndal (2007); Adler and Kwon (2002), the concept of social 

capital can be observed in three categories of benefits. First social capital has an inherent 

value because it can be beneficial for economic or other gains. Secondly, social capital 

presumes some kind of antecedent relationship- either strong tie or weak tie between actors. 

Thirdly, social capital compasses both internal and external relationship (ibid). 

 

A lot of researches are stressing on the value of both personal and business networks 

for exploring the internationalization of a firm (Andersson & Wictor, 2003). Business 

relationships, part of social capital, could be created on the domestic market of SMEs, as on 

the foreign market as well (Zhang, Ma & Wang, 2012). These types of relationships are 

creating opportunities for gathering economic results (ibid). Andersson and Wictor (2003) are 

considering the significance of relationships in social and business terms in order of informal 

and formal aspect. Already created business relationships from inside the domestic market of 

a firm could be easing the building of connections with foreign playmates (Zhang, Ma & 

Wang, 2012). The network of domestic relationships is as much valuable as the one of foreign 

relationships (Andersson & Wictor, 2003). Social capital is influencing the firm and the 
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market through values and principles, trustworthiness, commitment, reputation and mutual 

respect (Rodrigues & Child, 2012). 

 

There are different types of social capital according to the previous literature, that 

distinguish the term to being strong or weak, bonding/ internal or bridging/ external (Kontinen 

& Ojala, 2011; Chetty & Agndal, 2008; Baum & Ziersch, 2003). The power of a relationship 

is taken up to different aspects, such as proximity, trustworthiness, esteem and commitment 

(Kontinen & Ojala, 2011).  Adler and Kwon (2002) discuss in their work that weak and strong 

relationships have an overall positive influence on the firm. Weak ties are facilitating the firm 

in building a team for new knowledge, and the strong ties are assisting the devolving of the 

information on the team (ibid).  

 

Conviello (2006) is discussing that whether social ties are divided as weak or strong, 

they are not easy to clearly separate. Important aspect of weak ties is their ability to 

connecting people, who belong to strong-ties groups (Adler & Kwon, 2002). Weak ties are the 

one building the bridge between people that have nothing in common (ibid). According to 

Kontinen and Ojala (2011); Chetty and Agndal (2008), the firm could have only few strong 

relationships, and many weak ones, requiring less investment. Building a relationship is time 

consuming process and the strength of it is not depending on the formal or informal issues, as 

there is not a clear separation between them (ibid). Chetty and Agndal (2008) are stating that 

weak ties are the providing huge base of social capital, providing the firm with valuable 

knowledge.  

 

2.2.1 Bonding/internal and bridging/external social capital:  

 

According Chetty and Agndal (2007); Adler and Kwon (2002), the concept of social 

capital can be explained further by dividing it into internal and external social capital. Internal 

social capital refers to the quality of relationships between individuals and departments within 

a firm. External social capital refers to customer involvement and supplier involvement (ibid). 

In their work, Adler and Kwon (2002) are referring to social capital as being both external and 

internal factor, as they explain the separation between both is a point of view, and also that 

they are supplementary to each other. The latest theory, existing for social capital is diving 

into two lines, called bonding and bridging social capital (Staveren & Knorringa, 2007).  
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However, according to Kontinen and Ojala (2011), external network is also called 

bridging social capital refers to the relationships outside the firm; internal social capital, also 

bonding social capital, is referring to the strong relationships a firm have, based on 

collectivity (ibid). Staveren and Knorringa (2007) are pointing out that bounding/internal and 

bridging/external social capital are dependent on each other and do not exist separately. The 

differentiation between those types has been debated in the previous literature (Baum & 

Ziersch, 2003). Business relationships are hard to exist if there are not dependent on 

friendship, helping associations or other companies (Staveren & Knorringa, 2007). In the 

same time, bridging social capital could bring more economic success. Based on the previous 

researches, in this work bonding capital, will be also considered internal, and bridging will be 

understood as external social capital (ibid). Bonding social capital is needed in order for 

bridging social capital to be created (Baum & Ziersch, 2003).  

 

2.2.1.1 Bonding social capital  

 

Bonding social capital is the called the one, that comes from strong relationships, such 

as relatives and family, nationality, religious terms or cultural identity (Kontinen & Ojala, 

2011). According to Baum and Ziersch (2003), bonding social capital is the one existing 

between people who share mutual demographic characters with horizontally places ties. This 

type of social capital is creating a certain sort of confidence by belonging to the same group of 

people (Kontinen & Ojala, 2011). Their norms and shared values are uniting them, bringing 

trust and mutual help, and organizing for group actions. Thus, relationships through bonding 

social capital could be hard to acquire (ibid).  However, Baum and Ziersch (2003) are 

discussing that bonding social capital might have exclusive nature and might not be able to 

create opportunities of collaboration and build trust among a society.  

 

2.2.1.2. Bridging social capital  

 

Bridging social capital is created from trail social relationships, which have only few 

shared lines (Staveren & Knorringa, 2007). These relationships are the one that have emerged 

between people, who belong to different social structures (Baum & Ziersch, 2003). They are 

considered veritcal, being much wider in their nature, than bonding relationships (Staveren & 

Knorringa, 2007; Baum & Ziersch, 2003). Bridging social capital has the presumption that the 

people, engaged in those relationships are sharing at least a minimum level of trust and 
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common purpose and responsibility between each other (Kontinen & Ojala, 2011). The trust 

created here is called “generalized trust” and cover a circle of checking and balance of other’s 

trust (Staveren & Knorringa, 2007). This is done through estimating the reputation created 

over time (ibid). Bridging social capital has a lot to do with business relationships, ensuring 

connections between people that know nothing about each other, as it is facilitating the 

contracts and lowering the mutual insecurity (Baum & Ziersch, 2003).  

 

2.3 Influence of Social Capital in terms of commitment to the foreign 

market  

 

In this world today, based on relationships, internationalization is everything else but 

influenced by geographical borderlines (Johanson & Vahlne, 2003). The barriers that a firm 

could find are considered through the number of created and developed networks of social ties 

it has (ibid). According Andersson and Svensson (2009), the international network is an 

important factor in understanding the international development of the firm. The authors’ 

results confirm that social network ties have significant influence to the firm 

internationalization process since the selection of foreign market entry mode. Conviello 

(2006) is concluding that relationships do provide easier access to new channels, finances, 

both internal and external contacts. However, there is lack of knowledge in the previous 

literature giving a clear understanding of the influence that network relationships have on 

SMEs foreign market endorsement (Rodrigues & Child, 2012).  

 

Social capital is changing over time and according to Kontinen and Ojala (2011) it 

might have an increasing or decreasing effect on the already built relationship, creating new 

ones or closing the ones raising problems. Johanson and Vahlne (2003) are stating that 

internationalization commitment is a result of straightening already established relationships, 

including the ones with customers. According to Chetty and Agndal (2007) the social capital 

of a firm could have few different influences on the internationalization modes. In this work, 

the focus will be on two relevant changes in terms of commitment: new high or low 

commitment mode, the firm has not experienced before on the certain foreign market.  

 

It is considered that high level of social capital is beneficial for the group of people, 

who it belongs to, but could have negative influence for society by restricting the access to it 

in the group (Staveren & Knorringa, 2007). According to Kontinen and Ojala (2011), a firm 
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with closed network may result in limiting the access to new knowledge and new resources, 

hence lead the firm to low performance and bad reputation. Social capital may give privileges 

to the few, and be limitation for the many left (Staveren & Knorringa, 2007). From another 

point of view, the lack of social capital for firm is creating difficulties in building long-term 

connections (Chetty & Agndal, 2007; Kontinen & Ojala, 2011). Therefore the next paragraphs 

will try to distinguish the positive from the negative effects of social capital could have on the 

internationalization process of a firm.  

 

2.3.1 Positive effects of social capital 

 

Starting with the positive effects of social capital the future relationships is seen as an 

important benefit (Chetty & Agndal, 2007). The literature shows that one of the reasons for 

internalization and rapid growth is that the decision maker has prior experience in forming 

networks. Another reason is that he/she uses established networks that were formed before 

inception of the current business. All this speeds up the positive influence of social capital 

(ibid). Previous researchers have describes social capital as a firm network, contributing to 

our study that relationships have positive outcome on firm’s internationalization (Masciarelli, 

Laursen & Prencipe, 2009). They also proved the beneficial relationship between social 

capital and international growth for SMEs.   

 

Mutual commitment that has been established through the network encourages firms 

to interact (Chetty & Agndal, 2007). This knowledge helps firms develop and recognize 

opportunities for conducting business that others cannot see and develop (ibid). In positive 

aspect, bonding social capital, through bridging social capital, is enabling resources for those 

who require them, admission to new knowledge, markets, customers, etc (Staveren & 

Knorringa, 2007).   

 

2.3.2 Negative effects of social capital 

 

Previous studies have discovered that social capital is not necessary to have positive 

effects (Staveren & Knorringa, 2007). Social capital has a complex influence issue (ibid).  

Masciarelli, Laursen and Prencipe (2009) conclude that this positive influence of social 

capital is not continuous, but starts to decrease when there is too high level of social ties. The 

negative aspects of social capital are formed when difficulties are faced in building long-term 
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collaborative relationships.  Firms, with less social capital, need to spend more time and 

resources in monitoring their relationships than firms with more social capital (Chetty & 

Agndal, 2007). Excessive bonding social capital could create limitations or people are going 

to be stuck in their group (Staveren & Knorringa, 2007). This leads to lack of knowledge, 

experience, communication, and other aspects needed for normal existence (ibid).  

 

According Chetty and Agndal (2007), social capital can also be a liability because it 

has a downside pertaining to the risk involved and the investment in time and costs associated 

with forming, monitoring, and sustaining social capital. In some cases, the quality of 

relationships and the conflict within them can be problematic. If bonding social capital is not 

used for the emergence of bridging social capital, there comes the risk of exclusion of people, 

who belong to less influential groups or no groups at all (Staveren & Knorringa, 2007).  

 

2.4 Summary model of theory 

                                            

                      
Figure 3. Theory Model of the thesis 
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The model, presented above, is combining the theory gathered for social capital and its 

influence for commitment to a foreign market. As presented in chapter 2.2, the work is 

implementing two types of social capital, bonding/internal and bridging/external, in order to 

give a better understanding of the term’s influence in the internationalization process to the 

U.S. market. The “positive” and “negative” arrows are representing the impact of social ties 

that determines the low/high commitment, created in a foreign market. Both low and high 

commitment levels are dependent on both positive and negative aspects of social capital.   
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III. Method 

3.1 The choice of research Approach: A combination of inductive and 

deductive  

 

Choosing between inductive and deductive approach, deductive theory represents the 

most common view of theory and research (Bryman & Bell, 2011). The inductive approach 

where the researcher infers the implications of his or her findings for the theory and research 

is the chosen one for our research. Deductive approach is a selection made by the researcher 

that wants to test the existing theory or developed hypothesis through empirical data 

collecting (Bryman & Bell, 2011). We have chosen to look at both the inductive and 

deductive approach in order to connect theory with the findings from our research, where the 

theoretical framework is developed from the empirical data we have analyzed. By doing this, 

the abductive approach is the combination of inductive and deductive, which  

 

The limitations in our research can be found in the truth of conducting abductive 

research. The current framework is used to guide the research process and also inform the 

reader of the current research and findings before revealing the conclusion. In our case, our 

limitations are the previous research on the American market. There are few studies regarding 

this market and therefore it is important to explore further. The amount of local SMEs is total 

of three, which could also be considered a limitation.  

 

The model below shows the systematic combining where the research builds more on 

refinement of existing theories than on inventing new ones (Dubois & Gadde, 2002). In 

studies relying on abduction, where the research modifies the original framework could be 

compared to the systematic combining where new combinations are developed through a 

mixture of established theoretical models and new concepts derived from the reality (ibid).  

 

Looking at our own research, we will collect data from previous studies regarding 

social capital, entry modes and internalization process in order to investigate the relation 

when entering a new market. By investigating previous research and theories, we can analyze 

our own collected data through interview and compare the findings and possibly find new 

valuable data. Therefore, we believe that the combination of inductive and deductive 

approach will bring out the best and valuable findings in our research.  
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3.2 The choice of research method: Quantitative or Qualitative 

 

According to Bryman and Bell (2011), both quantitative and qualitative research can 

be viewed as exhibiting a set of distinctive but contrasting preoccupations. We have chosen to 

use qualitative method. The other concept of quantitative method can be explained as; when 

the research is focused on measurement and amount of the people or events (Thomas 2003). 

According to Bryman and Bell (2011), qualitative research can be constructed as a research 

strategy that usually emphasizes words rather than quantification in the collection and 

analysis of data. Looking at the concepts of qualitative data the emphasis is placed on the 

generation of theories as it also embodies a view of social reality as a constantly shifting 

emergent property of individual’s creation (ibid). 

There are different types of collecting data through qualitative method such as; 

observation ethnography, group discussion, case study and interview (Bryman & Bell, 2011). 

Qualitative data can also be describes as when the authors go into the research field, into the 

real world, and getting a close look at the people and circumstances of the chosen firm 

(Sekeran & Bougie, 2009). We have chosen to use a qualitative interview with Eleiko Sport, 

Comfort Audio and Tylo, in order to collect our data. The data collected through a qualitative 

interview may reveal some pattern regarding the phenomena of interest, and theories are 

developed (ibid). Because we are looking into the aspects of entering the market of the United 

States, the qualitative approach will benefit our research. 

3.3 Case study research 

 

We have decided to find answer to our research topic and question by conducting this 

case study of three firms’ internalization process in the United States. According to Yin 

(2003), a case study can be explained as: ‘the case study is the method of choice when the 

phenomenon under study is not ready distinguishable from its context’. This can be seen as 

the case study can be applied to any kind of problem or situation. Case study is normally 

divided into six concepts of single/multiple case study, exploratory case study, exploratory 

case study and descriptive case study (Yin, 2003). Looking at three companies and their 

process entering and establishment on the market of United States, our study will compare 

and contrast the differences and similarities. 
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3.4 Case study Selection: Criteria and procedure 

 

Regarding our thesis topic and our research question that focus on the internalization 

process and social capital of SMEs, we carefully selected the companies that will be a part of 

this study. Looking at three companies will be beneficial since we intend to collect the 

intensively data from each firm for in-depth analysis.  

 

Our criteria of collecting a firm are following: firstly the firm is qualified under the 

definition SMEs (see chapter 1), which can be defined as a medium-sized firm where the 

product is distributed abroad. Secondly the firm is required to meet the characteristics of 

internalization process and social capital. Thirdly, the firm should have establishment in the 

United States and should be able to discuss the internalization process. We have chosen to 

focus on Eleiko Sport AB and Comfort Audio where both companies are Business-to-

Costumer (B2C) and Business-to-business (B2B). Since we have these established criteria, the 

companies we chose have been carefully selected. The companies we have chosen are Eleiko 

Sport, Comfort Audio and Tylo AB. Eleiko Sport AB is a Swedish family-owned business, 

with long history, operating worldwide and offer high-class products for weightlifting, 

powerlifting and strength, and conditioning. Comfort Audio develops and manufactures 

assistive listening devices for people with a hearing loss. Lastly, Tylo AB produces and 

manufactures products of sauna and steam showers worldwide.  

 

After collecting some information regarding SMEs and firms that have been 

established in the United States we started to look for companies that were located in 

Halmstad. Eleiko Sport AB has been known from our interest in sports and local knowledge 

regarding successful companies in Halmstad. Comfort Audio was recommended by Ingemar 

Wictor professor at Halmstad University after discussing our topic and research with him. We 

believe the chosen companies can bring some interesting information in their internalization 

process. The three chosen companies differ from each other, which will bring a depth into the 

research. Both companies were willing to interview us after contacting the person in charge of 

the internalization process. 

 

3.5 The choice of data collecting: Primary or secondary data 
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In qualitative research, there are different strategies of collecting data. The following 

types are mostly used: interview, group discussion, observation and written-document 

analysis (Bryman & Bell, 2011). The data can be classified as primary and secondary data.  

 

3.5.1 Primary data  

 

Primary data is new data collected in order to be used in the research project. 

Secondary data are available data from other sources. The data sources of this study were 

primary and secondary data, all collected during the last month. The primary empirical data in 

our work were collected by a qualitative method of personal interviews with Eleiko Sport AB 

and Comfort Audio.  

 

3.5.1.1 The semi-structured interview 

 

According to Bryman and Bell (2011), the structure of a qualitative interview is 

different from quantitative research in the following areas: the approach is less structured and 

the interview is formulated and emphasis on greater generality of the initial research ideas. 

When interviewing, there is much greater interest in the interviewee’s point of view and going 

off “rambling” is encouraged, which will give insight into what the interviewee sees as 

relevant. It is important to understand that the interviewers can depart from any schedule or 

guide that is being used and ask new follow up questions. This gives the interview flexibility 

and will produce rich answers where in contrast quantitative research the interview is suppose 

to generate answers that can be coded and processed quickly (ibid). 

 

We have chosen a semi-structured interview with the presumption that oral open-

ended questions will extend our knowledge and will enable us to gather more detailed 

information about the firm and their story (Bryman & Bell, 2011). A semi-structured 

interview can be explained as following: a list of questions on a specific topic that will be 

covered often referred to a interview guide, which will be explained more in detail in section 

(ibid). 

 

3.5.1.2 The Interview guide 
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The interview guide will gather the important data for our qualitative research and it is 

important to establish a good interview guide. The interview guide will support our interview 

when the interviewee might go off topic. In our semi-structured interview guide the questions 

may not follow on exactly in the way outlined on the schedule (Bryman &Bell, 2011). All 

questions will be asked with similar wording from the interviewee. The questions in our 

interview guide are formulated in the way that will help us to answer our research question. 

The language is comprehensible and relevant to the people we are interviewing. Recording 

our research helped us transcribe the interview. 

 

3.5.1.3 The interviewer's concepts and design 

 

This qualitative method ensures less stressful atmosphere for both sides in the 

interview in a way for everybody to feel comfortable (Harrell & Bradly, 2009). The 

interviewers’ desire is to encourage the respondent for free and open responses, capturing the 

person’s comprehension in his own words (National Science Foundation, 2012). The method 

applied in our study usually provides the richest data, including details, opening opportunities 

for deeper exploration of various topics by flexible and clarified questions (National Science 

Foundation, 2012). The negative sides of doing an interview could be connected with the cost, 

the time and the duration of the interview. Another issue could be connected with the volume 

of the collected data. Usually the amount of it is very large. The interviewers’ experience in 

this case has a significant part in transcribing and reducing the information later on, and could 

be an obstacle in the overall process (ibid). 

 

3.5.1.4 The interview process 

 

The interview process is important to conduct in a professional way without bias. Bias 

can be explained as the errors in the data collection and can be created by the interviewer 

(Sekeran & Bougie, 2009). In order to avoid this mistake it is important to ask many follow-

up questions. It is important to establish a frequent contact with the interviewer in case any 

questions need to be asked after the interview. It is important to record the interview in any 

way so that the information can be retrieved multiple times. 

 

Below the information regarding the interview of our chosen three companies will be 

explained. 
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Eleiko Sports (2015-03-04) 

Erik Blomberg- CEO- Face to face 

 

The interview took place at Eleiko Sport headquarter in Halmstad, Sweden.  The interview 

was approximately 60 minutes. The interview was recorded and notes was also taken during 

the interview.  

 

Comfort Audio (2015-03-10) 

Mats Dorring- CEO- Face to face 

 

The interview took place at Comfort Audio main office in Halmstad, Sweden. The interview 

was approximately 60 minutes. The interview was recorded and notes was also taken during 

the interview.  

 

Tylo AB (2015-04-29)  

Krister Persson- CEO- Face to face  

 

The interview took place at Tylo AB main office in Halmstad, Sweden. The interview was 

approximately 60 minutes. The interview was recorded and notes was also taken during the 

interview.  

 

 

Table 2. Interview data collection  

 

3.5.2 Secondary Data 

 

Every research requires big amount of qualitative information. The process is usually 

time-consuming and need hard work (Bryman & Bell, 2011). Many researchers are using both 

sources of primary and secondary data in order to save time, resources, and gather more 

information, and also for the reason of mutuality between both sources. The one researcher 

that is using secondary data usually is not the person who have gathered the data and analyzed 

it before. The usage of secondary data is basically as support to the primary data; they should 

not be contrary to each other (ibid). 
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The primary advantages of secondary data: saving cost, by obtaining high qualitative 

data and observing small groups of individuals or questions; cross-cultural analysis, 

comparing the differences between countries (Bryman & Bell, 2011). The process of data 

gathering is usually very time-consuming, and often the data analysis is being forced and 

rushed through. Secondary data saves researcher’s time for more analysis. 

Secondary data has its limitations too. There is existing lack of familiarity due to the 

fact that somebody else have gathered it and analyzed it (ibid). The researcher needs time to 

go through it and be familiar with its content. The secondary data has its complexity, having 

much variables and respondents that the researcher should be able to sort out in the most 

effective way for his study. Last, but not least, the researcher can never be fully aware of the 

quality of the data (Bryman & Bell, 2011). If one is not using a regulated source, such as the 

database of Halmstad University, the quality of the information should always be questioned. 

Secondary data that are being researched in this study have been taken basically from 

the Halmstad University Library. The sources that were used: scientific articles, books, 

reports, tables, graphics, were gathered through the database to which we had access as 

university students, such as JSTOR, Emerald Insight, etc. The keywords of this research were 

used as search words for secondary data: internationalization, SMEs, social capital, entry 

modes.  

3.6 Data Analysis 

 

As mentioned above, this study is concerning three Swedish firms, Eleiko Sports AB, 

Comfort Audio and Tylo AB, and how their social connections and networks brought them 

into and helped them in the operation process in the U.S. market. The analysis of this research 

will be based on the gathered primary and secondary for those companies through the 

research process. This is a multiple case study, since there are three companies in topic (Yin, 

2003). This way the theoretical framework provided in the previous section will be compared 

to the empirical example of Eleiko Sport AB, Comfort Audio and Tylo AB, and the analysis 

will be drown upon the similarities and differences in their internationalization histories.    

The analysis of the data is combined in answering a research question by exploring or 

testing different data together in order to be compared and to show the differences and 

similarities there are between theory and empirical findings (Bryman & Bell, 2011). The 
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analysis in this study will be based on the empirical findings of the three Swedish firms we 

have chosen. We present a within-case analysis to show the patterns in each company, and 

then all three are combined into cross-case analysis (Yin, 2003).  

The purpose of the cross-case method is to show whether the three companies are 

having similar terms in their operation activities. Thus, later conclusions could be drawn 

depending on the findings of the analysis (Yin, 2003). The reason for doing cross-case 

analysis is to emphasize general findings, go deeper into the topic, chosen for this research 

and contribute to it by discovering new and unexplored before matters (Bryman & Bell, 

2011).  

3.7 Criticism of sources and research method  

 

We believe that the sources we have chosen are reliable and useful. We believe there 

might be limitations in our sources due to the secondary data. Most of the articles were 

collected from the University database and are trustworthy and qualified.  As mentioned 

before, the usage of secondary data is basically a support to the primary data; they should not 

be contrary to each other (Bryman & Bell, 2011). Therefore, it can sometimes be bias since 

the author might view the findings of the research differently based on personal background.  

 

As mentioned in previous section regarding secondary data, there is existing lack of 

familiarity due to the fact that somebody else have gathered it and analyzed it (Bryman & 

Bell, 2011). Therefore it is important to admit that there will be a limitation in our research. 

The combination of primary and secondary data will support and contrast each other. We 

believe that choosing three companies will bring findings that can be applied to SMSs 

internalization process in general but it can provide significant findings. The qualitative 

research will give us an in-depth perspective of the firm’s process and it will provide rich data 

compare to quantitative research. Since the chosen companies are three Swedish firms it 

should not be compared to other SMEs from another country without knowing the cultural 

differences. We believe that the criticism of source is important to highlight and therefore all 

the process of the research method can support us to conduct our research.  

 

3.8 Research quality 
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Reliability and validity are valuable for the research project however they are hard to 

be measured in a qualitative research (Bryman & Bell, 2011). Authors are suggesting that 

quantitative and qualitative research should be differentiated by measuring their quality. 

Instead of reliability and validity, they propose trustworthiness and authenticity (ibid).  

 

3.8.1 Trustworthiness 

 

This term is consistent of four criteria, each correspondent to quantitative criteria: 

credibility and transferability, parallel to internal and external validity; dependability, parallel 

to reliability; and conformability, connected with objectivity (Bryman & Bell, 2011). 

Trustworthiness is consistent in the explanation that there is certain knowledge, existing in the 

social world that could be revealed through different angles and still be found as valid (ibid).   

 

3.8.2 Authenticity 

 

This criterion is affecting the political issues of the research study, based on: fairness, 

ontological, educative, catalytic and tactical authenticity.  All of the criteria are wandering 

about the influence of the research over the social members, are there presented different 

points of view, do the observers get the best understanding, are they appreciating the work 

and are they willing to engage in action for change (Bryman & Bell, 2011).  
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IV. Empirical findings  

The following section is focused on the information gathered for our three companies - 

Eleiko Sport AB, Comfort Audio and Tylo AB. The primary data is gathered through 

interviews with the CEOs of the companies. They were able to provide us with the needed 

information for our research topic.  The secondary data was gathered through the official 

page of the firm as well as relevant articles, reports and other publications as well.  

 

4.1 Eleiko Sport AB 

 

Eleiko Sport AB is a Swedish family-owned business, with long history, operating 

worldwide and offering high class products for weightlifting, powerlifting and strength, and 

conditioning. In Swedish, Eleiko stands for “Electrical Installations Limited Firm”. The range 

of products includes bars, collars, discs, dumbbells, kettlebells, platforms, benches, storage 

and accessories. The present CEO of the firm is Erik Blomberg, 32-year-old man, who has the 

leading position for the last 2 years receiving it from his father.  For over 50 years, Eleiko 

Sport has been a worldwide leader, with reputation of producing the highest quality 

equipment in the industry with exceptional durability, functionality and design, often seen at 

the world’s largest championships and delivering products to more than 180 countries. Each 

year, the firm produces 6,000 barbells and sells 16,000 weight plates. A separate subsidiary, 

Exceed Performance, is responsible for the firm‘s education programs. It trains 2,000 people 

each year. Eleiko has been a very niche firm, focusing on international competitions, and over 

the years they have been to 40 world championships, since the first one in Stockholm, and 

over a 1000 records have been broken with the Eleiko bar.  

Eleiko Sport are called “the choice of champions,“ and the representative of the firm is 

proud of its exacting quality control, standards and attention to details. Eleiko Sport supplies 

most Olympic centres and has been a supplier to three Olympic Games, most notably London 

2012. The firm is a coach’s choice for strength and conditioning equipment at colleges and 

universities around the world. They are also a supplier of equipment and educational 

programs to the Gym & Fitness market worldwide.  Today Eleiko offers not only a full range 

of equipment on the field, but also courses and workshops. The brand has been the first choice 

for military forces, police, and fire fighters all over the world. Their products are able satisfy 

the demand for the highest quality products that the professionals rely on.  
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Every product of the firm undergoes a stringent safety and functional control test. For 

example, each Eleiko bar is subjected to a bend test of a force of 1,500 kg and the discs are 

drop-tested 5,000 times. The bar must spring back to an exact straightness with a maximum 

deviation of no more than 0.5 mm. The same procedure is repeated on the sleeves. No bar will 

ever be bent that much in competition or training. All is done to ensure maximum safety and 

performance.  

“A deal with Eleiko is a deal you can trust”  

From the first inquiry to the delivery and service of a purchase, Eleiko is assuring 

every step of the way. Every Eleiko bar carries information about the production date, batch 

number, serial number and the craftsman in control. It can be tracked all the way from the 

steelworks to the customer. The firm respects their customers and aims to create a win-win 

situation and long term relationships every single time.  

“Set your bar high, be kind & do more of what makes you stronger” Eleiko Sport 

Motto 

 

 

4.1.1 History of Eleiko Sport 
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The firm of Eleiko goes back to 1927 in a small factory in Halmstad, Sweden, 

manufacturing waffle irons and other electrical kitchen products. Back in the days, during its 

first 30 years, this factory had been focusing only on waffles. 1957 is the year that has 

changed the history of Eleiko forever. Mr Hellström, a supervisor of production, working in 

the factory, had a passion for weightlifting. At that time this sport encountered problems with 

the bars bending too easily. While competing Hellström had seen that it is impossible to finish 

one competition with just one bar; he had to use several. At the time, the CEO of Eleiko is a 

widow of the original founder of the factory and she got an unusual proposal from Mr 

Hellström to make a weight lifting barbell in that same waffle factory. Receiving a permission 

to do it, Eleiko succeed in producing a special hardened barbell, as well as metal weightlifting 

disks. The knurling of the bar appropriately received a waffle pattern. 

In 1963, Eleiko stunned the world with its performance; an Eleiko bar was used for a 

first time in an international weightlifting championship. For a first time a single bar could be 

used in a competition without being bent or cracked. The success is derived from its optimal 

balance, firm but not too sharp grip, the synchronized smooth rotation and perfect flexibility 

and most importantly from the high quality steel, coming from north Sweden. Since the 

moment that the firm had “a green light” in producing the barbell, the quality of the steel has 

been developed many time. Eleiko brand has set a new standard, revolutionizing the world of 

weightlifting, producing bars and strength equipment that have been used by thousands of 

athletes around the world (Erik Blomberg, personal communication, 4 March, 2015). 

“We still have a barbell from 1963 that still spins; it belongs to a person that has it for 

many years, so we offered him to barter it with a new bar, so that we can put the old one as 

an exhibition”,  Erik Blomberg, personal communication, 4 March, 2015. 

In 1969, Eleiko becomes the first firm to be certified by the International Weight 

Lifting Federation and have been working with them for many years now, supporting each 

other in growing and professionalize the sport more and more. 

Participating in international competitions is an important part of Eleiko’s evolution. 

In that environment, surrounded by lifters and coaches, athletes and fans, Eleiko get the 

inspiration for their product development. Their mission is to continue to serve athletes and 

coaches worldwide with methods and products to obtain and develop maximum physical 

strength  
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“Barbell will always tell you the truth; strength is something you have to earn 

yourself, fight for and make an enough effort to; your body is the one encouraging you to 

become stronger.” 

As the world’s most trusted supplier, Eleiko Sport has provided high quality products 

to the international sports market for many years. Their products have been delivered to a 

variety of professional sports performance facilities for football, rugby, basketball, handball 

and ice hockey, etc. Taking the needs of the coaches and athletes into consideration, the firm 

has developed the Eleiko Sport Training Range, which includes bars, discs and platforms that 

can withstand the constant use at a high volume facility for years.  

  “We want to make products that really can last a life time, because it is just part of the 

DNA of the firm and the brand.” 

4.1.2 US market and social capital for Eleiko Sport 

 

The US is a very big and professional market in senses of very well established 

infrastructure for business, mature logistics, ensuring fast and cheap sells. Eleiko started in the 

late 80s by using a distributor for 30 years so forth. It is cheap, you don’t have to get any 

investments, and you get quiet fairly good results in short term. He sold a bit every year and it 

was a good business but it was not even close to what the firm thought achievable. The 

problem was that a distributor will never commit 100% to a brand or a product, as Erik 

Blomberg explains. Thus, the firm has to spend time and resources on other sources as well.  

The distributor was working with variety of products, but since Eleiko had premium, 

high leveled ones, the distributor succeeded in building us a good reputation. The problem 

was that the sales weren’t pushed up through that. That has been the basic motivation for 

Eleiko 5 years ago, in 2010, to take on the US in a different way by having our own 

subsidiary and to replace distributors by retailers.  

The reputation and the brand of Eleiko have turned out to be their competitive 

advantage in the US market, with the notion that their products are best in their class in the 

industry. That has to do very much with their distributor, because he has built that perception 

on the market. Eleiko has always had a good reputation on the US market which opened them 

a lot of doors.  
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Before going to the US, the firm made contact with Business Sweden and the Swedish 

Chamber of Commerce. The research of the market was made by Business Sweden. It is the 

first logical step in Sweden to contact an association that helps companies to make business. 

Eleiko did the same in Brazil, China and some other markets as well. They set an agenda for 

the market, but the association is the one spending time on analyzing the market, speaking to 

some potential distributors, looking at the competition and  coming up with recommendations 

on a path way to opening a wholly subsidiary.  

Initially, Eleiko set up the firm in San Francisco and also have established a training 

center there. It took 6 to 9 months before they decided to relocate to Chicago. Erik Blomberg 

explains it is quite common place for Swedish companies to start from Chicago. It is very well 

located, good time zone, and good from logistics point of view. So initially it was just two 

persons for 3-4 years, and last year Eleiko started to grow up and now they have 8 people. 

The hardest thing for Eleiko in the beginning was to decide what type and amount of 

product is needed on the foreign market. As a sales firm, every product is produced in 

Halmstad and after that sold in the US. Eleiko Sport had to make a completely new product 

line for the U.S., since their measure system is in pounds and Europe has kilograms. Although 

they seem familiar, the two markets of the U.S. and Sweden are too different. Eleiko is 

targeting mainly small fitness centers in Sweden, while in the U.S. dominates the universities 

and school facilities. Gyms are avoided in the U.S., since Eleiko is offering high class 

products with also high price. 

Other obstacles they met on the US market were coming from the fact that there were 

working with a distributor and some sub dealers. In the beginning they run into each other in 

different projects, so the conflict that arose was about the fact that Eleiko could always offer a 

better offer than the sub dealers. As a result they had to review all of their sub dealers and cut 

down quite a lot and stay with just few left.  

 

The US market does not differ much from the Swedish market. According to their 

laws, tariffs, customs, technology and political issues, both share the same perspective, very 

honestly and straightforward focusing on the result. Comparing the US market with Brazil, 

Erik Blomberg explains that the case there is totally different. Brazilians are extremely 

emotional and every conflict they take personally. In the US, if it’s business, it’s business; it’s 

about solving a problem, and not insulting each other.   
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The CEO of Eleiko share the same perspective of social capital as Nahapiet and Ghoshal 

(1998): "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. Social 

capital thus comprises both the network and the assets that may be mobilized through that 

network".  

Erik Blomberg pointed out how the network is extremely important. The entire sales 

organization is driven towards building on relationships. Being a small firm, about 40 people 

in Halmstad, and 65 in total, reputation and network are having the main lead as a driving 

force. So what really strengthen the business are the reputation and the brand itself, built 

through interaction with the athletes, the coaches, the federations, employees, etc, or in that 

sense, all the people inside and outside the firm; they are really playing together  

“We cannot have an impact on the people outside the firm, unless we have internal 

social capital” 

The CEO of Eleiko shares that whenever people come into their building or the 

employees go to work, the perception is build very close with everybody; they are supporting 

each other and have fun that takes it to another level. That is why Eleiko is building a business 

driven by values. The firm has very clear platform of values. One of them is called “Constant 

pursue of quality”. Everybody have guidance start, the mentality to want to win, win 

ourselves as a firm and as a team. The improvement of that process is representing another 

area of values, called “Keep learning”.  For the last 10 years or so Eleiko is focusing a lot on 

education. They talk a lot about celebrating strength inside and outside the firm, and how 

weight lifting is creating well functioning and healthier bodies, self-reliant characters and 

people as all. This could be fully understood only from the ones that are deeper connected to 

the weight lifting sport (Erik Blomberg, personal communication, 4 March, 2015).   

“Nurture kindness” is one more value from Eleiko’s platform. It is focusing basically 

on the relationships, putting the human being always in the center. Every person that comes 

into the firm should feel welcome, wanted and given attention to. So when people go back to 

their business after interacting with the firm, they have a really good understanding of its 

mission. This is the reason why the firm is pushing their education system and could see how 

it is increasing. Erik Blomberg is adding the powerful social media as driving the awareness 

of the brand as well. 
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“We have an overall vision within the firm to really work to create a stronger world” 

The success of Eleiko is built on people really understanding the quality of their 

products. Going to the gym and fitness markets and teaching the people about more modern, 

free and more functional way of training require a big effort. It is completely different to do 

that by a distributor, instead of own people and network. Thus, Eleiko’s strategy is opening its 

own companies on the foreign markets, such as Germany, Norway, Brazil and UK, building a 

platform and reaching different level of interaction with the market. Looking at the different 

factors, playing the most important role for internationalization, for a small firm as Eleiko, the 

human resources, in and outside the firm, are the most important one.  

Through education, Eleiko are getting people inside their world and expose them to 

their philosophy and products. Hans Blomberg, the brother of Eric Blomberg, was the one, 

who spent two years in building the relationship with all universities in the U.S. Eleiko has 

earlier decided to partner with an organization called CACCA (association, uniting all the 

colleges in the U.S.). Reputation has definitely played a big part in the process as well by such 

relationships with top organizations. CACCA helped Eleiko a lot in the US.  Strong reputation 

made others more eager to work with Eleiko and the firm was able to get a better agreement.  

 

“When you don’t have the money, reputation is your strength, and that are the 

relationships, or social capital that you have built” 

 

The CEO of the firm been honest with us about the problems Eleiko meets in the 

process. It is his responsibility to find the right resources and locate them into the right place. 

Eleiko is a fast growing firm, with about 30% at the moment and this puts a lot of pressure on 

the organization. Their biggest problem at the moment is the need for cash, or overall 

liquidity. When a firm has high growth usually it builds more working capital which ties up 

cash. So constant focus is required all the time and it is very difficult to manage when you are 

growing that fast as well. Another issue is finding the right people to work with. There is 

always a temporary pressure on the organization when a new person is introduced and he 

needs to be educated on the working process. Challenging as well is to be located in a small 

town, like in Halmstad; it is hard to get specialists and integrate them fast. However, in all 

these troubles, the young CEO is seeing opportunities coming; ones you have found the right 

person and they are integrated, everything clicks together.  
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Erik Blomberg is explaining how the situation in the US has changed as Eleiko built a 

stronger platform and meet new people. At the beginning their focus has been only on the 

universities and then we went through CACCA (80% of the business). The CEO shared an 

interesting event from last year. They got in touch with a guy from Cross Fit, who wanted to 

start a new professional fitness league, based on teams competing against each other. Eleiko 

got the contact from one of the teams that approached them, thanks to their good reputation. 

Here, on the domestic market in Sweden, there were other people connected to Cross fit 

community and knew the guy who was running it, and those helped us get this partnership. 

This is a pure example from Eleiko, how the good reputation let them close to the opportunity 

but then the network helped to secure the agreement. Thus, big change has been that Eleiko 

opened this new functional fitness market as well and added new people into their business.  

However, relationships are always built depending on two sides: business and 

personal. Relationship is based on commitment and it takes long time to go out of it, if it is 

build on personal aspects, instead of just business. In Brazil, for example, they act on 

emotional level; Eric Blomberg explains how they are working with somebody, but in the 

mean time, they would like to work with another one that is in bad relation with the first one. 

So that makes it complicated and hard to manage, conflicts and chaos arise. It is more easy 

when it is just business. On a personal level there are more social activities performed, more 

dinners, more meetings, intonation of speaking, passing a vote of confidence, respect, and all 

of this takes more time.   

The CEO of Eleiko is mostly on the positive effects of social capital. However, the 

one risk there is that if a firm focused too much on it, it might lose the main focus of their 

business. Building relationships is a long term commitment, and if one is doing only that, they 

risk the ability of actually making money and growth. The balance is always important; little 

bit of everything.  

4.2 Comfort Audio 

 

Comfort Audio was the first firm in the world to develop digital hearing products 

using digital modulation (DM) to transfer sound. Early on, the firm started to research 

completely new ways of helping people with a hearing loss, their committed work has 

resulted in products with functions unique in the sector, making the technology a world 

leader. Comfort Audio was founded in Halmstad, Sweden in 1994 and is now established 
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throughout Europe. Since October 2014, the firm is fully owned by Sonova. 

 

Comfort Audio develops and manufactures assistive listening devices for people with 

a hearing loss. Their mission is to use cutting-edge technology and innovative solutions to 

enable people to communicate their thoughts and ideas in every situation throughout their 

lives.  

 

Product features of Comfort Audio 

 

 

Comfort Audio’s digital technology has been developed specifically for assistive 

listening devices. SecureStream Technology and Perceptual Speech Enhancement are two 

examples. SecureStream Technology (SST) secures the products against eavesdropping while 

ensuring that sound is transmitted without time lags. Perceptual Speech Enhancement (PSE) is 

a powerful sound processing technology, which processes the sound so that disturbing 

background noise is filtered out and speech is enhanced. 

 

4.2.1 History of Comfort Audio 

 

Looking at the history of Comfort Audio the successful product development and 

establishment in Europe had made it possible for Comfort Audio to enter the U.S. market.  

The firm Comfort Innovation AB was founded 1994 in Halmstad, Sweden. At early stake of 

Comfort Audio, the wired school system Com Link is launched in 1998, and this opened the 

large market to hearing aid for children and the healthcare industry. The first product in the 
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Selecta series is launched in 2001. The Selecta series made it possible for Comfort Audio to 

develop the world’s first hearing product connected via Bluetooth.  

 

In 2004, the product of Comfort Duett was launched, which was the first speech 

amplifier with charging stand that can be connected to TV and telephone. By creating these 

new and attractive products, Comfort Audio did receive major success in Sweden.  

 

“Hearing loss is a growing problem and that is why Comfort Audo’s digital hearing 

products are needed”, Carl Johan Lagervall, founder of Comfort Audio.  

 

“It started with a technical challenge for people that were taking place in a 

conference or a meeting that suffered from a hearing aid”, August Pansell, founder of 

Comfort Audio.   

 

Looking back at the history, Comfort Audio is an international growing business today 

with their own subsidiaries in five different countries. The atmosphere here in Comfort Audio 

is created by the positive feedback from our customers. We manufacture and design our 

products in Sweden. “The sound, qualities and ease to use our product make them popular” 

(August Pansell, founder of Comfort Audio).   

 

“We can make a difference for many people” Carl Johan Lagervall founder of Comfort Audio 
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4.2.2 US market and social capital for Comfort Audio 

 

 “Our motivator to enter the U.S. Market was the fact that it was the largest market for 

our business and products. The major competitor was leading the market so we decided to go 

after them. ” Mats Dorring, CEO of Comfort Audio 

 Regarding the process of entering the market Mats described that they have evaluated 

the best geographical area and then established the management startup, by sending out our 

own chairman from Comfort Audio in order to start the operation in the U.S. for the first six 

first months. Process of entering the market also included creating a market analysis. Comfort 

Audio hired a well experiences manager from the hearing aid business in the United States. 

After that, we set up the regular office and then started to hire the sales force. We decided to 

go for the entire market at the same time.  

 Since the establishment Comfort Audio has not changed much in their location but in 

their staff and organization, a lot of adjustments have been made. They started with a small 

operation in 2003, found some distributors at the startup and now they have a total of five 

distributors.  

 “The market is more objective in the U.S., the reputation in the States is extremely 

important. If you are too small or not known at all, it will be difficult to succeed.”  

 Entering the U.S. has been a challenging journey with a lot of difficulties. Comfort 

audio realized that the product features did not fit to the U.S. market. Facing the process of 

homologation, when entering the U.S. the products has to be accepted by the FDA. In 2012 

we fired the manager, so for less than two years we went down 2/3 of our sales force, which 

was firing 10 employees, Mats also mentioned that the firm struggled with the IT system, 

since they wanted to work with the same IT systems in Europe and the U.S. Comfort Audio 

faced difficulties with the bureaucratic, but after replacing the local manager with a manager 

from Sweden, it went smoother. They send over one employer from Sweden together with 

their new manager, former CFO, who became the new manager going into a different phase.  

 Considering the journey for Comfort Audio, Mats suggested some important learnings. 

They should have been much more selective in choosing the area geographically. Looking 

into who is financing the business the CEO is asking himself how the finance system works. 
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Finding the right person is critical. Learning that the first manager was used to a big firm with 

big spending possibilities did not fit Comfort Audio. According to Mars, considering the 

similarities and difference from the American and Swedish culture, the similarities are 

dominating. 

 Regarding the internal and external network, Mats believed there is not a big difference. 

Mats commented that the United States are more independent in how they act. The payment 

structure differs from the Swedish since the employees receive their motivation in a different 

way, through bonus and different payment system. Regarding the network, considering the 

American culture, Comfort Audio does not notice a big difference since they are working with 

the distributors in the health care system. Mats also described that they are now changing their 

direction of business and are focusing on people with problems at work instead of school 

children with hearing aid. The CEO also mentioned one aspect that differs from the Swedish 

market that is that the social capital there will not favor in the terms of getting an order 

established the same way as it would in Sweden through a good network.  

 ”Social capital is extremely important that the leading researches bring out the names 

in the marketing. It is important that you have the leading and best contact, which will create 

a good reputation. I would say it is more important in the U.S. than in Sweden” 

 Mats described that this is the main reason Comfort Audio are now changing brand 

image and cooperating with the leading mother firm in the hearing aid business. The CEO 

also stated that if there is no the reputation created and trust is not established with your 

customers, there is a huge risk. The risk is not in sells and purchasing, but to guarantee the 

after service and after business. It is very important for the people in the United States that 

you can provide service after the purchase of the product. A lot of companies come and go 

since the market is very competitive therefore it is important to show the customers that you 

will stick around.  

 Regarding the internal network, Comfort Audio believes they have fair trades for their 

employees. Mats described that they treat everyone fairly. With the new partner and Mother 

Firm, they have a well-established network. Comfort Audio does not believe that they had an 

outside relationship that benefitted the firm. The internalization process for Comfort Audio 

did consist of some help. Mats described that they did team up with the firm called Siemens in 

order to get help when entering the U.S. market. Siemens are now one of their competitors. 

Comfort Audio did not receive any help from the trade companies; they went from scratch 
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and on their own. Regarding the social influence, Comfort Audio believes that taking part in 

different trade shows is very important for us since they build important relationships.  

 According to Mars, the lack of resources, seen in the lack of money, resulted in loss 

while operating on the U.S. market. Therefore, the firm had to either shut down the 

distribution in the U.S. or work together with the mother firm.  

 Considering the learning’s from entering the U.S., Comfort Audio might have been 

mislead through their confidence from Europe. Mats stated that their good self-esteem 

encouraged them to have the confidence to enter the American market due to the success in 

Scandinavia and EU.  

 Mats did have a valuable knowledge and experience with the U.S. market before 

Comfort Audio entered the American market. The CEO stated that his background with 

starting up the Molnlycke U.S. health care in Chicago did help him advice Comfort Audio 

when entering the U.S. market. When attending the meeting with the board before entering 

the U.S. market, he advised them to send a person from the office in Sweden. Mats wished he 

could influence them more to listen to his advice since now they are all aware that would have 

been the right thing to do. Comfort Audio did not know the right products to operate with and 

the firm had too many people established in the office in the United States. Another issue was 

the different know the financing system.  

 “I did help them find the manager from the United States but I wish we did send 

someone from our own office in Sweden” 

 Mats described that if they should have done anything differently Comfort Audio should 

have understood sooner what products are needed in the United States. Finding a loyal person 

from Sweden that should have established the office and market would also make a 

difference.  

 “If I am a part of a big firm, I can take the risk and give the employees from the United 

States the correct bonus program in order to help them stay motivated”  

Looking into the future for Comfort Audio, Mats described that it will be an interesting time 

in the United States. He stated that now they have better understanding of the customer’s 

needs on that market that want to stay at their jobs, using our hearing aid. They need Comfort 

Audio’s microphones in order to be able to work. The firm expects to scale up in 2016. In 
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2015, Mats described that they will continue to do the research in Illinois, California and 

Wisconsin. There will be two sales people in these three states to find out the reimbursement 

issues. Mats also mentioned that there will be an American employee working here in 

Halmstad to find out the reimbursement issues.  

 Major learning that concludes the journey for Comfort Audio is:  

 “Find out if you have the right product, then find the money and the right person to 

establish the product … one major learning is that you have to do your homework before 

entering the market”. 

4.3 Tylo AB 

 

Tylo AB is a manufacturer of sauna and steam solutions with premium quality from 

Halmstad, Sweden. The firm is well-established and designing their own products. Their 

products are been distributed to more than 80 countries all over the world to places as 

Norway, Finland, UK, Denmark, Germany, North and South America, India, China, etc. The 

firm is exporting about 75 % of their total production. The main goal of the firm is to ensure 

remaining the top high quality choice of customers, by promoting relaxation, pleasure and 

individual well-being. Tylo AB has an AAA credit rating by Dun and Bradstreet for many 

years now, and internal resources have been financing the investments of the firm in land, its 

buildings and machinery.  

 

Tylo is providing the latest personal rejuvenation solutions to everybody all over the 

world, including individuals, families and different organizations. Their standard of highest 

quality is reflected in every aspect of their work, from designing and generating development 

to the choice of what materials to be implemented, how to be manufactured, distributed, and 

serve their main task to ensure pleasure to the customer. All sauna heaters, steam generators 

and other electric and electronic components are tested, checked and inspected throughout the 

entire manufacturing process. Sophisticated equipment is used to carry out all the many tests 

that are necessary for Tylo products to be awarded international seals of approval from a 

variety of official testing authorities. Their excellent contacts with external test laboratories, 

universities and similar institutions keep them informed with the very latest knowledge in new 

manufacturing processes, safety developments and consumer legislation. 
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“Through our ongoing commitment to innovation, aesthetics and quality in everything 

we do, Tylo will provide its private and public customers with the very best sauna and steam 

bathing information, services and solutions, which together create the ultimate personal 

rejuvenation experience.”  

 

 

 

Tylo is committed to the environment.  Their manufacturing processes are clean, with 

no harmful emissions from any stage of the production process. The timber that the firm is 

using is coming from carefully managed forests in Scandinavia, the Baltic States and North 

America. All plastic components are manufactured from environmentally certified raw 

materials. As a firm is ecology-friendly Sweden, Tylo is recycling their waste. Timber waste 

is used for heating, plastic waste is ground into granules and every scrap of metal is recycled 

as well. 

 

4.3.1 History 

 

There is big history standing behind the success of Tylo. The factory of Tylo is based 

in Halmstad, Sweden. Since 1950, the factory has been renovated multiple times, reaching 

area of 30,000 sq. meters at the moment. 

 

Founder, Sven-Olof Jansson, was an electrician by trade, specializing in the repair of 

small electrical appliances. He has been innovative in his spirit, committed to his goals, with 

an opportunity-seizing vision. Inventive and driven by nature, he developed smaller and more 

effective heating elements for heaters and appliances, making them on a machine he also 

developed himself. In 1950, he turned his inventions into a thriving business. And in 1951, he 
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accepted a local businessman's challenge to build a cheaper but better sauna than what was 

available at the time – and set the stage for the Tylo we know today. 

 

Since then, Tylo has continued to make innovations on the little heating element that 

started it all. Breakthroughs have led to more breakthroughs, and we have enjoyed strong 

growth largely due to our advanced heating technologies. At the same time, Sven-Olof and 

everyone working with him strove to master much more than the heating for sauna and steam 

– they committed themselves to advancing materials and understanding the aesthetic impact 

of saunas and steam rooms. Our market leadership throughout our history is a direct result of 

that dedication and it continues to serve us well today. 

 

In the year 1972 Tylo established their fully owned subsidiary firm for stocking and 

marketing of the Tylo assortment on the Norwegian market. The firm is located in Oslo, with 

the main warehouse. The Tylo products in Norway are sold through leading trade within the 

line of business of Electric, Building, Hardware, Sanitary and through special stores. 

 

4.3.2 US market and social capital for Tylo AB 

 

 When Tylo build up the business in the U.S., there was not one general partner created 

for the whole continent, they picked five different dealers in the U.S. market. Driven 

entrepreneurs from the United States picked up the fact that the there were a business for the 

sauna industry and contacted Tylo in Sweden. Tylo was a well established brand with a good 

reputation in 1990 and was already established in several countries. The entrepreneurs from 

Philadelphia established a valuable contact with associates and made a strong link to his own 

firm. His own firm builds exclusive furniture for wine cellars. He realized that his costumers 

that were willing to buy these exclusive wine cellars would be interested to buy the Tylo 

sauna. 

  

 Some other entrepreneurs working with the pool industry started selling Tylo Sauna. 

Out of the five entrepreneurs, there was not a single one only selling Sauna from Tylo they all 

had some other product connected with the sauna. The distribution and corporation with the 

sales representatives in the U.S. was handled through shipment in containers. The sales 

representatives did also take part of training camps in Sweden where they learn the different 

aspects of the Tylo brand and the products. The corporation continued but it all depends on 
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how well the sales representatives did.  

 

 In 2008, Tylo did acquire a different position and became a member of a big group. The 

Helo group was much stronger in the U.S. and had different sister companies, and local 

production. The best decision was to find a corporation with them in order to commit to the 

market. We were able to offer our products in warehouse so the customer could by piece by 

piece.  We assign one person from the United States to be in charge of the Tylo brand in order 

to be in charge of the Tylo brand connected with the Helo group. The Helo firm were already 

working with three different brands such as: Helo, Finnleo, Emmereck steam brand. They are 

market leaders today in the United States. Since they were already three brands connected in 

the group, Tylo became the premium brand in the group. The Tylo man traveled in the United 

States in order to find the correct dealer. Detected, it was much more complicated than 

expected.  

 

 “Each firm was already working with an area sales manager, and the sales managers 

were already occupied with the other companies that the market for Tylo was already taken.” 

 

 After five years, Tylo decided to put the responsibility on the area sales managers. 

Krister explains how he was in charge of training camps for the sales managers in the United 

States. The outcome this process turned out to be zero. After three years, we decided we are 

not satisfied and we started looking at other markets. Process was too simple and we relied on 

the sales manager too heavily. 

 

 The U.S. market is very strict to their rules and regulations and it is not easy to enter 

without any problems or changes. The regulations make it harder to produce and sell the 

products due to different tests and certificates that the product is required to have. We realized 

we had to modify our product and make it safe for us to sell and not be charged for damages 

etc. We are now focusing on net shops that increase our network to our customers. We have 

now modified our design to the entire world. The EU norms are not accepted in the U.S., 

which makes it harder for Tylo to enter the market without changes (UL testing).   

 

 Associates to enter the U.S. market did not exist during the time we were entering the 

market. At that time during 1990 the only way to contact other sales representatives was to 

publish an advertisement in the news paper. Today Tylo are using Business Sweden in our 
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entries in new markets, they work as an export council for us. If we could redo our entry 

strategy for the United States we would have used Business Sweden. They are a useful asset.  

 

 Krister believes that social capital regarding the United States, is especially important. 

Trough history the Americans had to build their country on their own with different cultural 

background. Krister states that he thinks the entrepreneurial and fighting spirit really improves 

their networking skills. This also means that it is very important you have a social skill and 

willing to network in order to succeed in the U.S. The trust and reputation makes it easier to 

build a relationship with the Americans. They are easy going and if they believe in you they 

will rely and support you in all your decisions.  

 

 “I really enjoy the mentality in the United States and I think the reputation plays a 

major role”, Krister Persson 

 

 The brand value is majorly important and the overall sauna market in the United States 

is huge today. Steam in the hotter areas and saunas in the colder climate makes it a huge 

potential that can be developed.  

 

 External and the internal networking are very important for Tylo. During the last 

meeting with the sales managers from the United States, they took part in our training camps 

here in Halmstad and they were very motivated. We do also offer training camps for our 

employees, which brings us all together and aware of our future process. The net shops will 

require a back up assistance when something happens to the product and the Tylo competence 

will be needed. Therefore it is important to keep up the training for the employees.  

Due to the fact that we belong to the Helo group we receive help with our products and after 

service for our products.  

 

 Net shops and digital marketing are these days exploding and very important to be a part 

of. Two years ago it was a completely different. We have good media agency working with 

our net shop and website. They improve our Google ad and rank, which will increase the 

traffic for Tylo net shop. With help of email address, the costumer will receive an email 

regarding the interested area.  Automatic machinery”white paper” that will tunnel down the 

information distributed to our customer. Either the customer can be directly from Tylo or 

distributors.  
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 Social capital is very important in order to establish a business. The personal meetings 

and contacts cannot be replaced by email or phone. The social capital help us find new 

business ideas and partners and it is important to maintain them and value them. If you have a 

good relationship the products is not so important, without business relationships there are no 

business taking place. Most of the relationships we have different thoughts, beliefs or cultural 

backgrounds, but if there is a small common interest or aspect there is a possibility to create a 

good relationship. 

 

 Their competitors around the world have not seen the opportunity with the net shops 

yet. We are focusing on Amazon and Costco in our net shop and will be available on their net 

shop. These two chains are very popular and successful, which will increase our sales. The 

Helo group is still working with us in this process. The customers do only want to buy 

products that are not difficult to assemble. Therefore we focus on products that are bought 

without any need of assembling. All over world, wealthy people are now using the internet to 

buy products. The market in the United States are more open to net shops and are very 

professional to provide products.  

 

 The learning’s from entering the American market was that we did not realize how big 

the market was. We trusted the entrepreneurs to handle this big geographical area and sell our 

product, which was not the correct way to enter the American market. Experience from the 

past have helped us realizing a new era of net shops and improved our mindset. There was 

never a concern of sending someone from Sweden working for Tylo.  

 

  



 
52 Bilyana Koleva & Madeleine Ziegert 

V. Analysis 

This chapter will be focused on the analyses of the three companies being chosen in this 

study. Their empirical findings (chapter 4) are bounded together in a discussion with the 

theoretical framework, presented in chapter 2. This Analysis chapter in divided to 4 parts; 

first three are focused on each company and the last forth one, is based on cross-case 

analysis of the three companies, combined together in a table. The end of this fifth chapter is 

emphasizing the detailed findings derived from all the data presented so far, allowing us to 

make the needed conclusions and fulfill the purpose of this work.  

 
5.1 Eleiko Sport AB 

 

5.1.1 Internationalization  

 

The US market is playing a dominant role for the Swedish industrial companies in 

general, which is the reason for market expansion there (Pehrsson and Pehrsson, 2014).  As 

Erik Blomberg begins the interview, the U.S. is big and professional in many senses. Chetty 

and Agndal (2007) are emphasizing that usually internationalization to a foreign market 

begins with simple export, or finding distributors. That could be seen in the case of Eleiko 

Sport in their internationalization in the U.S. market.  The firm had a distributor for the first 

30 years of operation. As Erik Blomberg is saying, it is cheap, the firm doesn’t have to get 

many investments, and the results look quite good in short term.  

 

However, many obstacles were observed though while entering this different market 

(Hassouneh & Bregman, 2011). As Ruzzier, Hisrich and Antoncic (2006) are stating each risk 

and opportunity should be considered in a foreign market. From the example of Eleiko, the 

hardest issue has been to decide which product they should offer in the U.S. market. The firm 

had to make a completely new product line for the US, since their measure system is in 

pounds and Europe has kilogram. Another change they made in the target group of the 

market. Eleiko is working mainly with small fitness centers in Sweden, while in the US the 

focus is on the universities and schools. Other problems Eleiko Sport had with the distributors 

and the sub dealers they were working with, running into each other all the time. The result 

was reducing the number of connections with dealers and distributors.  

 

Foreign markets have their own protections against the firms coming from abroad 

(Johanson & Vahlne, 2003). According to Erik Blomberg, the US market does not differ 

much from the Swedish market. Both countries are sharing common view on laws, tariffs, 
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technology, and business practices, being honest and forward to the results. The CEO of 

Eleiko made a comparison between Sweden and Brazil, since that is their next challenge at 

the moment. Brazilians according to Eric take everything personal. They make business led 

by their feelings. Both U.S. and Sweden are part of big regional trading groups, such as 

European Union and Free trade Area of Americas, ensuring one level higher secure 

environment for international business operation (Doole & Lowe, 2012).  

  

“In the US it’s about solving a problem, and not insulting each other.”   

 

Previous literature have pointed out that one of the biggest challenge for going 

international is to find the needed resources (Chetty & Agndal, 2007; Lindstrand, Melen & 

Nordman, 2011). The CEO of Eleiko is taking care of finding the right resources and locating 

them into the right places. As a fast growing firm, with about 30% at the moment, there is a 

lot of stress for Eleiko. Their biggest problem at the moment is the need for cash, or overall 

liquidity. When a firm has high growth usually it builds more working capital which ties up 

cash. So constant focus is required all the time and it is very difficult to manage when you are 

growing that fast as well. However, according to Chetty and Agndall (2007; 2008) firms are 

able to attract what they need through their successful network of relationships.  

 

The point of internationalization, according to Johanson and Vahlne (2003) is creating 

higher commitment while operating abroad. The authors also explain how important the 

previous experience, gathered from the certain market is for future development on this 

market. As Chetty and Agndal (2007) are proposing, in order of high commitment the firms 

should start with using a distributor and then, after getting the needed knowledge for the 

market and seeing the results from operating there, to choose having own direct subsidiary. 

Erik is explaining for Eleiko that their distributor sold little every year and this has not been 

the purpose of the firm for the U.S. A distributor will never commit 100% to a brand or a 

product as well, as Erik Blomberg explains. Eleiko needed more sales and higher results, 

which have been its motivations for growing up, committing to the U.S. by establishing their 

own subsidiary in 2010. 

 

Erik Blomberg explained also the positive influence of social media and Internet as 

supporting the brand in many aspects.  The virtual world is already playing an important role 

in the internationalization of SMEs (Hamill & Gregory, 1997; Hassouneh & Bregman, 2011). 
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Since the fabric is based in Halmstad, Eleiko is exporting every product, and Internet is one of 

the tools helping the process. Every client is able to get in touch with the novelties happening 

around Eleiko, make orders, explore the working process of the firm, or just share an overall 

opinion.     

 

5.1.2 Social capital 

 

The CEO of Eleiko share the same perspective of social capital as Nahapiet and 

Ghoshal (1998): "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. Social capital thus comprises both the network and the assets that may be mobilized 

through that network". Erik Blomberg pointed out how the network is extremely important. 

As a small family business firm, consistent of 65 people in total, the entire organization is 

driven through creating network of relationships. 

 

According to Zhang, Ma and Wang (2012), the relationships created on the domestic 

market could have a positive influence going abroad. The network built in the home market is 

beneficial for the foreign one (ibid). The first logical step, as Eric Blomberg is pointing out, 

considered when going abroad from Sweden is to cooperate with Business Sweden and the 

Swedish chamber of commerce.  They made the research for the U.S. market for Eleiko Sport. 

The firm have set their agenda, but the associations where the one that analyzed the market, 

the competition, the customers and so on, going to Eleiko with certain recommendations for 

operation.  

 

Andersson and Wictor (2003) are discussing the type of relationships there are, such as 

business and personal. Erik Blomberg is certain that relationships have both business and 

individual aspect. Ties are based on commitment to each other which takes time. Like we can 

see in the case of Eleiko, the brother of Eric, Hans, has spent two years in building a 

relationship with all the universities in the states, before making the step to opening Eleiko’s 

wholly-owned subsidiary. This have been a smart move, and even that they had to spent not a 

short period of time just talking with people and observing the situation, they had a success at 

the end. Although, in their example, they were previously operating on the market for many 

years, by using a distributor, so they had some knowledge on how things work.  
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For Rodrigues and Child (2012) social capital is influencing the internationalization 

commitment of a firm by creating reputation, trust and respect. Indeed, for Eleiko, the 

reputation and the power of the brand there are in the U.S. market turn out to be their leading 

point for success. The firm is producing premium class products, but without the good 

reputation, the trust they receive from their customers and associates, it could be hard to have 

the same high result as Eleiko have at the present moment. Continuous relationships are the 

way to building trust and creating reputation between firms (Chetty & Holm, 2000). The 

companies are adding value by interacting with other people of all kind- employees, partners, 

customers, etc (ibid). Respective relationships SMEs are building with their distributors, 

customers, connected associations, etc (Rodrigues & Child, 2012). The same we can see in 

the case of Eleiko; the firm is using every niche for including more people into their network. 

They are working with colleges, universities, associations, military, police and firefighting 

forces, etc.  

 

“When you find the right people, everything becomes easier.” 

 

As was mentioned before, relationships can be classified into bonding, also internal, 

and bridging, also external social capital (Kontinen & Ojala, 2011; Staveren & Knorringa, 

2007). Adler and Kwon (2002) are discussing that those types are complementing each other 

and cannot exist on separate bases. As Erik Blomberg is explaining, both internal and external 

relationships go hand by hand with each other. It is impossible to have an effect on the people, 

outside the firm, such as coaches, athletes, fans, if we are not a family working firm, sharing 

the same values and following the same goal. Another issue with Eleiko, considering social 

capital is finding the right people to work with. The pressure of introducing a new person into 

the firm is not an easy task, and there are many responsibilities behind that action. The new 

one needs to be educated, integrated with the structure of Eleiko in order to become a true 

member of the team.  

 

“We cannot have an impact on the people outside the firm, unless we have internal 

social capital.” 

 

Bonding/internal social capital refers to the ties inside a firm, bonding people to have 

confidence in each other (Baum & Ziersch, 2003). The term is implied for strong 

relationships, based on group terms, such as values, purposes, culture, etc. (Kontinen & Ojala, 
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2011). The CEO, Erik Blomberg, is sharing the value created internal network of the firm. 

Eleiko have established unique platform of values, consistent of 5 values, followed in the 

working process. “Constant pursue of quality” is one of them. That is one of the reasons for 

Eleiko to be on the top according to the quality of their production.  Everybody who is part of 

the firm has built their mentality in a winning perspective, from the point of the firm as a 

team, and from individual point of view as well. The improvement of that process is 

representing another area of values, called “Keep learning”. For the last 10 years, Eleiko is 

focusing a lot on education. Erik discussed that they often celebrating strength inside and 

outside the firm.  

 

“This could be fully understood only from the ones that are deeper connected to the 

weight lifting sport that is why it is important for our people to be well educated” 

“Nurture kindness” is another aspect of the value system of Eleiko. This part is 

focused basically on the relationships, focusing on the human being as the center of 

everything.  As Erik states, every person that comes into the firm should feel welcome, 

wanted and given attention to. This is depending on the employees’ attitude. By all of these 

efforts, the firm is able to continue developing and straightening its positions.  

“We have an overall vision within the firm to really work to create a stronger world” 

 

External social capital is concerned about the connections between people, who do not 

have almost anything in common and do not share mutual purpose (Staveren & Knorringa, 

2007). In order for this type of relationship to be created, there should be at least one thread to 

build the bridge connecting those foreign to each other people (ibid).  It is important for 

Eleiko to be sure, that when business men or athletes go back to their regular activities, after 

interacting with the firm, they should have a really good understanding of Eleiko’s mission.  

 

The help Eleiko got from the cooperation with CACCA association have been 

important for the business development in the US market, but also has been based on the good 

reputation of Eleiko Sport. However, this relationship would have not been possible without 

the help of the reputation and the strong brand of Eleiko. Erik Blomberg is explaining himself, 

that the reputation you have is opening you the doors that would stay closed if you do not 

have the needed financial resources. Reviewing the connection Eleiko had with Business 
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Sweden, we can see three companies, who have only one thing in common- making profit by 

doing business.  

 

5.1.3 Effects of social capital on firm’s commitment to the U.S. market 

 

Even though social ties are vigorously necessary at the early stage of operating on a 

foreign market, some authors argue that networks become more efficient with the time 

(Conviello, 2006), while others hold the opposite view about losing their strength with the 

time (Kontinen and Ojala, 2011). The CEO of Eleiko is emphasizing the future 

internationalization of the firm, by increasing the current network and focusing on new 

foreign markets. As Johanson and Vahle (2009) explain in their work, markets are considered 

networks of relationships. In their work the authors focus on the networks, based on learning, 

trust and commitment, being the powerful circumstances for internationalization.  Erik 

Blomberg is always stressing on the importance of the people that the firm works with, such 

as employees, coaches, athletes, etc.  

 

“Relationships are needed for going ahead.” 

 

Conviello (2006) is emphasizing on the importance of networks and their influence in 

the internationalization process, explaining the positive and negative effects that could arise. 

Erik Blomberg is seeing social capital as more positive than negative factor for 

internationalization. The story with the person from Cross Fit, who wanted to create his own 

professional training league, is a pure example of the good side of having a network of 

relationships. Thanks to the good reputation of Eleiko and the fame of their name, people got 

in touch with the firm, in order to achieve a goal together. The result was a new league for the 

person from Cross fit and one more successful business engagement for Eleiko.  

 

Another positive aspect is seen in the future plans of the firm, eager to have the same 

result on foreign markets, such as Germany, Norway, Brazil and UK, as they had in U.S. 

Speaking with the CEO of Eleiko, everyone can feel the pride coming up from their results. 

As Erik Blomberg is implying, the most relevant issue for a small firm while 

internationalizing are the people and the relationships you have, inside and outside the firm.  
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“When you don’t have the money, reputation is your strength, and that are the 

relationships, or social capital that you have built.” 

 

However, Erik Blomberg is pointing one negative aspect that always can be put aside. 

Building relationships is time consuming and might be seen as a passive aspect (Chetty & 

Agndal, 2007) when wrong people are being integrated. These might not only refer to 

employees, but also about associates, and other organizations involved with the firm. 

Investment of time, money and creativity in required for each relationship, as the CEO is 

saying, and if it turns out to bring more problems than results, this could have a negative 

influence on the overall performance of Eleiko.  

 

5.2 Comfort Audio 

 

5.2.1 Internationalization 

 

 According to the Uppsala model explained in theory, firms become more involved in 

their international business while moving slowly from foreign markets, that they already 

operate in to others, being psychically distant to, on account of linguistic, cultural or other 

characteristics (Ruzzier, Hisrich & Antoncic, 2006).   

 

“Our good self-esteem encouraged us to have the confidence to enter the American market 

due to the success in Scandinavia and Europe”, Mats Dorring, (personal communication, 17 

March, 2015). 

 

 As mentioned in theory, looking at the internalization mode, literature has focused 

majorly on what entry methods to use when a firm wants to grow outside their domestic 

market, but very little on how the internalization process evolves over time. Looking into the 

journey of Comfort Audio in the United States, Mats described that it has changed over time 

and they are now facing a bright future. Mats stated that they have now found a lot of 

founding’s for people who need to stay at work with our hearing aid. They need their 

microphones in order to be able to work. Comfort Audio expects to scale up in 2016. In 2015 

Mats described that they will continue to do the research in Illinois, California and Wisconsin. 

This positive outcome of the internalization process was something that Comfort Audio had to 

work hard for and this analysis will go through the process of internalization and social 
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capital.  

 

 According to theory, for a firm to be successful on the international arena, interactions 

with other organizations are needed, which have the needed resources and knowledge 

(Masciarelli, Laursen & Prencipe, 2009). The internalization process for Comfort Audio did 

consist of some help. Mats is describing, that the firm did team up with the company of 

Siemens in order to get help when entering the U.S. market. Mats stated that Siemens are now 

one of their competitors. This shows that help from other companies that will later be your 

competitor might be needed.  

 

 Different factors have been identified that influence the choice of an entry mode for a 

selected target market. The three different factors that influence the choice of entry are: 

ownership advantages of a firm, location advantages of a market and internalization 

advantages of integrating transaction within the firm (Agarwal & Ramaswami, 1992). It is 

important to consider what type of entering strategy to use and also to plan the continuing 

strategy. Regarding the process of entering the market Mats described that Comfort Audio has 

evaluated the best geographical area, and later they have established the management startup, 

by sending out their own chairman from Comfort Audio in order to start the operation in the 

U.S. for the first six first months. This strategy worked successfully, but the continuing 

strategy for Comfort Audio could have been done differently, which we will explain later on 

in the analysis. 

 

 Process of entering the market also included creating a market analysis. Comfort Audio 

hired a well experiences manager from the hearing aid business in the United States. After 

that, we set up the regular office and then started to hire the sales force. Mats said: “we 

decided to go for the entire market at the same time (Ibid). It is important to mention that 

Comfort Audio did learn from their mistakes in the internalization process when entering the 

U.S. market. Mats described that if they should have done anything differently, Comfort 

Audio should have researched what products are needed in the United States. Finding a loyal 

person from Sweden that should have established the office and market would also make a 

difference. Mats stated that if he is a part of a big firm, he can take the risk and give the 

employees from the United States the correct bonus program in order to help them stay 

motivated. This was not the case for Comfort Audio, and the manager who was used to bonus 

programs did not achieve the goals for the market.  
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 Since the internalization process had been successful in many countries for Comfort 

Audio, there has been a strong leadership and organization. The interest to enter the U.S. was 

large but the journey contained a lot of difficulties. Comfort Audio realized that the product 

features did not fit to the U.S. market. Facing the process of homologation, when entering the 

U.S. the products has to be accepted by the FDA. In 2012 we fired the manager, so for less 

than two years we went down 2/3 of our sales force, which was firing 10 employees (Ibid). 

 

 Along with the findings by Andersson, Gabrielsson and Wictor (2006), technology 

development in communication and transports has opened up for new and mixed ways of 

entry modes. The same research also states that: “due to the development, it is not always a 

requirement to be present with an own subsidiary on a market to be able to give high customer 

service” (Andersson, Gabrielsson & Wictor, 2006). This can be found in the interview with 

Comfort Audio stating that they have struggled with the IT system, since they wanted to work 

with the same IT systems in Europe and the U.S. The firm faced difficulties with the 

bureaucratic, but after replacing the local manager with a manager from Sweden, it went 

smoother. They send over one employer from Sweden together with their new manager, the 

former CFO, who became the new manager going into a different phase. This show how 

important the communication process becomes when entering a new market. The IT system 

will improve the customer service and the business since it does not always requires being 

present.  

 

A few empirical studies show that firms become successful at entering new foreign markets as 

they gain experience over time. When looking at journey of Comfort Audio, there are some 

important factors that could have been done differently. Mats believed that Comfort Audio 

should have been much more selective in choosing the area geographically. Looking into who 

is financing the business. He stated the following:  

  

 “Ask ourselves: How does the finance system work? Finding the right person is critical. 

The first manager, that we had, was used to a big firm with big spending possibilities. But this 

was not the case with us.”  

 

 Being more selective and looking over the finances, the entering process would have 

been more successful. Experience over time has now changed the opportunities for Comfort 
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Audio and their future is bright.  

 

 As mentioned before, the lack of resources did hinder the establishment in the United 

States. According to Andersson, Gabrielsson, Wictor (2006), the entrepreneurs in medical 

equipment acts differently on the fact that subsidiaries are a way to enter a market that 

demands a lot of resources. Considering the lack of resource, Mats stated that the lack of 

money caused lack of resource, resulting in too much lost while entering the U.S. market. 

Therefore, the firm had to either shut down their distribution to the U.S. or work together with 

the mother firm. This shows that companies producing medical equipment are more 

dependent on financial resources in order to succeed in the United States.  

 

5.2.2 Social capital 

 

Social capital is a creation of people’s relationships and it is seen as opportunity from 

the point of intelligence, knowledge and experience; it provides the ability to create, identify 

and/or improve new possibilities (Burt, 1997). Regarding the social capital and its influence 

on the American market, Mats mentioned one aspect that differs from the Swedish market:  

 

“The social capital will not favor you in the terms of getting an order established the 

same way as it would in Sweden through a good network.”  

 

Mats believe that the United States is more independent in how they act. The payment 

structure differs from the Swedish since the employees receive their motivation in a different 

way, through bonus and different payment system. Analyzing the empirical data, the 

importance of reputation was an influential factor for Comfort Audio and their social capital. 

Describing the social capital Mats stated that social capital is extremely important along with 

the leading researches which brings out the names in the marketing. It is important that you 

have the leading and best contact, which will create a good reputation. According to the CEO, 

he would say it is more important in the U.S. than in Sweden. This shows that the reputation 

is connected with social capital.  

 

 Mats describes that the market is more objective in the U.S., the reputation in the States 

is extremely important. If you are too small or not known at all, it will be difficult to succeed. 

Mats described that this is the main reason Comfort Audio are now changing brand image and 
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cooperating with the leading mother firm in the hearing aid business. The CEO of Comfort 

Audio also believes that if you don't have the reputation and the trust established with your 

customers, there is a huge risk. The risk is not sell and purchase, but to guarantee the after 

service and after business. It is very important for the people in the United States that you can 

provide service after the purchase of the product. A lot of companies come and go since the 

market is very competitive: therefore it is important to show the customers that you will stick 

around. Therefore, it is important to manage the social capital with care and ensure the 

costumer that there will be an after service.  

 

5.2.3 Effects of social capital on firm’s commitment to the U.S. market 

 

 Starting with the positive effects of social capital the future relationships is seen as an 

important benefit. Founders of born-global firms have greater social capital because they have 

more prior experience in creating it (Chetty & Agndal, 2007). Comfort Audio believes the 

positive aspects of social influence occur when taking part in different trade shows. Mats 

believes that trade shows are very important for them since it will build important 

relationships with others.  

 

 Although most of the researchers see the actual implication of people’s ties and the 

relationship between them in a social structure (Adler and Kwon 2002), there are others 

arguing that the term is unworthy of its name, referring to unreal capital and excluding 

possible social ties (Tittenbrun, 2014). As mentioned in theory, some firms will not have a 

beneficial social capital that increases sales. Comfort Audio does not believe that they had an 

outside relationship from future business that benefitted the firm.  

 

5.3 Tylo AB  

    

5.3.1 Internationalization 

 

 The internalization process entering the U.S. market has a bright future according to the 

CEO of Tylo AB, Krister Persson. The development of networks and new strategy of 

operating in the United States, Krister Persson states the following:  

 

  ”Our experience from the past have helped us realizing a new era of net shops and 
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improved our mindset.”  

 

 The US market is playing a dominant role for the Swedish industrial companies in 

general, which is the reason why Tylo AB believes it is important to succeed in the United 

States. The term “internalization process” denotes how firms expand into new markets, 

become involved in progressively more international relationships, and use increasingly more 

resource-consuming organizational structures over time (Chetty & Agndal, 2007). When Tylo 

AB build up the business in the U.S., there was not one general partner created for the whole 

continent, they picked five different dealers in the U.S. Driven entrepreneurs from the United 

States picked up the fact that the there were a business for the sauna industry and contacted 

Tylo in Sweden. Tylo was a well established brand with a good reputation in 1990 and was 

already established in several countries.  

 

 According to Chetty and Agndal (2007) once a firm becomes more experience with the 

new market, they become more willing to commit additional resource-consuming to these 

activities. These firms may progress from direct exporting to setting up a subsidiary abroad. 

Therefore it is necessary for the firm to gain a better understanding of how the internalization 

mode evolves over time (ibid). The learning’s from entering the American market was that we 

did not realize how big the market was. We trusted the entrepreneurs to handle this big 

geographical area and sell our product, which was not the correct way to enter the American 

market.  

 

 In order to commit to the market, Tylo AB decided to start the net-shop. Tylo AB is 

now focusing on Amazon and Costco in their net shops. These two chains are very popular 

and successful, which will increase their sales. Krister Persson explains how the Helo group is 

still working with them through the net-shop process. The previous knowledge that has been 

obtained inside the firm redirected Tylo AB to use effective strategies and change their 

product features. The products had to be changed accordingly to the net shops in order to 

improve the assembling process for the customers. According to Krister Persson the market in 

the United States are more open to net shops and are very professional to provide products. As 

mentioned in the theoretical framework, the Americans are afraid of the unknown and the 

reputation of Tylo AB promising customer service and after sales was an important aspect of 

committing to the American market.  
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 As Krister mentioned in the interview, Tylo did acquire a different position and became 

a member of a big group called Helo. The Helo group was much stronger in the U.S. and had 

different sister companies, and local production. The best decision was to find a corporation 

with them in order to commit to the market. We were able to offer our products in warehouse 

so the customer could by piece by piece.  

 

 ”Due to the fact that we belong to the Helo group we receive help with our products 

and after service for our products, which is very important in the American market”, Krister 

Persson, CEO of Tylo AB.  

 

 To be successful on a certain market abroad, firms have to be completely aware of those 

foreign markets, in order of institutions, laws, culture, etc. (Chetty & Agndal, 2007). 

According to Krister Persson, the U.S. market is strict to their rules and regulations and it is 

not easy to enter without any problems or changes. The regulations make it harder to produce 

and sell the products due to different tests and certificates that the product is required to have. 

Therefore, Tylo AB decided to start the net-shops. Tylo AB is now focusing on net shops that 

increase the network to their customers. They have now modified the design to the entire 

world. The EU norms are not accepted in the U.S., which makes it harder for Tylo to enter the 

market without changes (UL testing).   

 

5.3.2 Social capital  

 

 As mentioned in theory, social capital is the type of relationships that are creating trust 

and building the basis of networks in new parts of each market (Zhang, Ma & Wang, 2012). 

Krister states that he thinks the entrepreneurial and fighting spirit really improves their 

networking skills. This also means that it is very important you have a social skill and willing 

to network in order to succeed in the U.S. The trust and reputation makes it easier to build a 

relationship with the Americans. They are easy going and if they believe in you they will rely 

and support you in all your decisions.  

 

 ”I really enjoy the mentality in the United States and I think the reputation plays a 

major role”, Krister Persson.  

 

 Previous researchers have describes social capital as a firm network, contributing to our 
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study that relationships have positive outcome on firm’s internationalization (Masciarelli, 

Laursen & Prencipe, 2009). Kristen believes that if you have a good relationship the products 

is not so important, without business relationships there are no business taking place. In most 

of the relationships we have different thoughts, beliefs or cultural backgrounds, but if there is 

a small common interest or aspect there is a possibility to create a good relationship (Krister 

Persson, 2015). 

 

5.3.3 Effects of social capital on firm’s commitment to the U.S. market 

 

 The brand value is majorly important and the overall sauna market in the United States 

is huge today. Tylo AB does also offer training camps for their employees, which improves 

their knowledge and the awareness of future process. The net shops will require a back up 

assistance when something happens to the product and the Tylo competence will be needed. 

Therefore, Krister believes that it is important to keep up the training for the employees. 

 

5.4 Cross case analysis  

 

The following table (Table 2) is outlining the key findings of this study. Researching 

the theory and the empirical cases, we are representing the valuable issues we have discovered 

within the whole project. The first two columns are consistent with the constructs being 

relevant to the theoretical framework; the last three columns are outlining our three cases, 

comparing their differences and similarities.  

 

Theory Eleiko Sport 
Comfort 

Audio 
Tylo AB 

Internationalization 

U.S. market 
Wholly owned 

subsidiary 
Part of Sonova Part of Helo 

Entry modes Distributors Agent 

Cooperating 

with 

entrepreneurs 

from U.S. 

Adaptation of 

product 

Change weighting 

scale system 

Change of 

product 

features 

Change 

assembling 

process of 
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products 

Internet 

Social networks 

raise the brand 

value 

Adaptation of 

IT systems for 

the U.S. 

market 

Operating 

through net- 

shops in the 

U.S. market 

Social capital Bonding/internal 

-  5-level value 

system for 

integration into the 

firm’s vision and 

mission 

- education of the 

employees 

- bonus system 

in the U.S. 

- integrating a 

foreigner from 

the U.S. for 

working in 

Sweden 

- using CEO’s 

previous 

experience 

- workshops 

for employees 

- education of 

the employees 

 Bridging/external 

- good reputation 

and brand 

awareness 

- educate coaches, 

athletes, sales 

representatives 

- used Business 

Sweden 

- associate with 

CACCA in the 

U.S. 

- got in touch with 

a person from 

Cross fit for 

creating a new 

fitness league in 

the U.S. 

- after sales service 

- good 

reputation and 

brand 

awareness 

- created their 

own 

relationships 

without the 

help of 

Business 

Sweden 

- depend on 

the knowledge 

of the 

American 

employee they 

have hired 

- necessary for 

survival to be 

acquired by 

Sonova 

- good 

reputation and 

brand 

awareness 

-workshops 

for partners 

- cooperation 

with 

entrepreneurs 

and using their 

networks 

- become part 

of Helo 

- cooperation 

with Siemens 

- after sales 

service 
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- after sales 

service 

Influence of social 

capital for 

commitment to the 

U.S. market 

Positive 

- Consider 

relationships 

positive 

- Using previous 

networks (e.g. 

Business Sweden) 

for reaching new 

levels of 

internationalization 

- previous 

reputation and trust 

helps entering new 

networks in lack of 

financial resources 

- reputation 

and trust 

matter for 

future results 

- previous 

experience 

does matter 

- reputation 

and brand 

awareness 

creates new 

networks 

- influencing 

their 

customers 

through 

implementing 

them in the 

firm 

workshops 

Negative 

- time consuming; 

two years spent in 

creating the 

universities 

networks in the 

U.S. 

- social capital 

in the U.S. 

market is not 

as favorable as 

in Sweden 

- financial 

resources are 

more 

important than 

social capital 

- rely on 

others’ 

networks, 

where they do 

not commit 

100% to your 

product 

 

Table 3. Findings through the cross-case analysis 

 

The analysis of the three companies, used for this study, is truly confirming the 

influence of social capital for further commitment to a certain foreign market. The companies 

are presenting three different commitment levels to the U.S. market and many various 

approaches have let them to those results. The different commitment levels can be explained 

as the following: Eleiko Sport is having their own subsidiary; Comfort Audio is having their 

own office and they are operating under a mother company Sonova; Tylo AB is now focusing 

on net shops. All of them had to make adaptation changes in their working process in different 
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aspects and as it turned out, the U.S. market, no matter how similar, still is a foreign market 

for Sweden (Pehrsson & Pehrsson, 2014).  The need of effective relationships with big 

associations and companies should not be neglected for successful functioning on the U.S. 

market.  

 

As seen in the cross-case analysis in the internationalization process, each of the 

companies had to change their products in order to adapt to the foreign market. By adaptation, 

they gained access to the U.S. market and thus were able to commit to the market. The 

adaptation could also be seen in the IT systems and Internet. Comfort Audio had to change 

their IT systems in order to be applicable for the U.S. market. Eleiko Sport adapted their 

social networks to raise the brand value and awareness to a higher level. Tylo AB is strongly 

reliant on its net shops while operating in the U.S. market, since this is their chance for 

increasing the commitment there.  

 

As explained from Kontinen and Ojala (2011), social capital might have positive or 

negative effect, through the influence of already built or creating new relationships and 

networks over time. All three companies had good reputation and trust in their products, that 

followed them in their internationalization in the U.S. market. As it turns out in the case of 

Eleiko Sport, the external or bridging social capital is increasing its positive influence during 

the year in the process of growing on the U.S. market. The firm successfully used their 

networks and improved their establishment and commitment to the U.S. market. Another 

positive influence, connected with bridging social capital, Eleiko is receiving from the 

University networks that the CEO’s brother Hans has spent two years in creating. Universities 

are now Eleiko’s primary target market segment empowering their reputation and brand 

awareness.  

 

For the development of Comfort Audio, the CEO, Mats Dorring, has implemented the 

importance of his previous knowledge. The firm did not have the same positive result 

operating in the U.S. as Eleiko did, but they were still able to survive on the market and 

secure a safe position by being part of the mother firm Sonova. As Johanson and Vahlne 

(2003) are implying, stronger relationship and commitment is built through mutual business 

operations. This joint future between Sonova and Comfort Audio is providing bigger 

knowledge, resources and opportunities for development on the U.S. market. 
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We can see Tylo AB in the similar situation of Comfort Audio. They were not able to 

achieve the needed results through their combined work with other entrepreneurs. As Krister 

shared, the American entrepreneurs already had created their networks, supporting 3 already 

established brands, and the implementation of a fourth one did not succeed. However, this 

was a reason for them to look at the U.S. from another perspective- operating through net-

shops. It is cheaper for SMEs, providing fast information, creating connections and 

surmounting obstacles of different types (Hassouneh & Bregman, 2011).  This deliver Tylo 

with the opportunity to function on the same level with distributors and other business 

players, without getting into each others’ ways, investing time and resources for creating 

relationships. Our findings from the cross-case analysis will be summarized in the conclusion 

in order to show the influence of social capital when committing to the American market.  

 

Bonding/internal social capital is considered crucial to create trust and reputation 

which is a prerequisite to create bridging/external social capital. All of the three companies 

are focusing on educating their employees, creating company value and mutual vision for 

future growth and success. Eleiko Sport is having its own five level value system; Comfort 

Audio is integrating their employees by integrating different cultures into their firm. Tylo AB 

is organizing annual and seasonal meetings, with its employees and partners, in order to 

increase the bonding.  

 

Bridging/external social capital has been crucial for entering the U.S. market. Eleiko 

Sport cooperated with Business Sweden in order to deepen their commitment to the market. 

They were also working with CACCA association which helped them to higher the awareness 

of their brand among the universities. Comfort Audio used an American manager thinking 

that this commitment level will be enough to succeed. However, it turned out that they needed 

a different way of operation; recently redesigning their operation in the U.S. Tylo AB relied 

on American entrepreneurs in order to get quicker commitment. Therefore, they are now part 

of the Helo cooperation and are mainly focusing on net shops.  
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VI. Conclusion  

This last chapter is based on the findings shown in this study, beginning by answering to the 

research question. The final conclusions are made by analyzing all the data gathered through 

this research, in order to bring managerial and theoretical implications and propose further 

research. 

 

Looking back at our research question: 

How social capital influences a firm’s commitment to the U.S. market? 

 

The purpose of this research is to provide a better understanding of the importance of a 

network of social ties for a firm when it comes to firms’ commitment to a foreign market. 

This study is proving the knowledge on the importance of social capital to firms’ commitment 

to a foreign market, by explaining better its positive and negative sides over the process. Our 

findings conclude the positive aspects of the influence of social capital such as: using an 

association as Business Sweden, reputation, after services, trust, brand awareness and the 

internal network that will affect the external network. There are also negative aspects of social 

capital such as: time-consume; social capital in the U.S. market is not as favorable as in 

Sweden; rely on others’ networks, where they do not commit 100% to your product.  

 

The conclusion of the three companies, is truly confirming the influence of social 

capital for further commitment to a certain foreign market. The companies are presenting 

three different commitment levels to the U.S. market and many various approaches have let 

them to those results. The commitment level is strongly depending on both positive and 

negative aspects of social capital. As we see, only one of the companies was able to establish 

their fully owned subsidiary that happened with the help of other organizations. The cross-

case analysis shows that the main factor of succeeding on the U.S. market is to gain 

knowledge about the geographical area and the U.S. market with help from social capital such 

as Business Sweden. Without knowledge from another association it is difficult to grasp an 

understanding of what requires in certain states. The market in the U.S. is very competitive 

and the customers have higher expectations and requirements for the new firm entering the 

market.  

 

Using an association 

Looking at the three companies and how their commitment to the market shifted, our 

findings implicate that there was a major difference when using the social capital of an 
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association. Eleiko did succeed when entering the market without any financial loss and they 

used a different strategy than the rest. As it turns out in the case of Eleiko Sport, the external 

or bridging social capital is increasing its positive influence during the year in the process of 

growing on the U.S. market. They used Business Sweden to help their process in entering and 

committing to the market, which turned out to be a major advantage. Another positive 

influence, connected with bridging social capital, Eleiko is receiving from the University 

networks that the CEO’s brother Hans has spent two years in creating. Universities are now 

Eleiko’s primary target market segment empowering their reputation and brand awareness.  

 

Influence of reputation 

By creating the reputation which is the most important factor to succeed in the United 

States, there has to be trust between the partners. In the case of all three companies: Eleiko, 

Comfort Audio and Tylo AB, they all benefitted from their reputation and brand value when 

establishing on the U.S. market. In the case of Comfort Audio and Tylo AB the reputation and 

trust matter for future results and commitment to the market since they did not use Business 

Sweden and had to rely on previous success.  

 

After sales service & trust 

Looking at the analysis of this project, we can see the importance of after sales service 

on the U.S. market. As mentioned in the empirical data, Comfort Audio believes that the 

American market is so large that if the firm cannot provide after sales service there will be no 

interest for the customer to commit to the product. This is an important finding since the 

products that do not consider an adjustment of the firm in order to provide this after service 

will have a difficulty to commit to the U.S. market. This factor plays a major role in the trust 

for the customer to the brand.  

 

Net-shops  

 The net shops will require a back up assistance when something happens to the product 

in the U.S. and as mentioned before, raining for the employees will be required and the 

internal network is very important. Net shops and digital marketing are these days exploding 

and very important to be a part of. We believe this part could be very useful for future 

research.  

 

The influence of social capital  
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Figure 4. Influence of social capital model (Koleva & Ziegert, 2015) 

 

Our main finding, regarding social capital and the influence of committing to the 

market by having stable bonding/internal social capital that is the condition for building 

stronger bridging/external social capital. In order to commit to the U.S. market, the social 

capital, created inside and outside the firm, will be essential for the level of engagement to 

that market.                                                                                                                                                                                             

6.1 Managerial Implications  

 

In order for the SMEs to grow and commit to the U.S. market our study shows that the 

companies will need to cooperate with other association or beneficial bridging relationships in 

order to survive on the competitive market. For firms, coming from Sweden, it is a good 

approach to use Business Sweden for decreasing the overall the risk of going into a new 

foreign marker, and increasing the level of success and higher commitment to that market. It 
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becomes critical to educate employees and stay updated to the different adaptations of 

products and situations when operating on the U.S. market. It is considered crucial to have 

strong bonding/internal network with your employees and partners. This study shows that the 

positive or negative influence of social capital creates lower or higher levels of committing to 

the market. While operating in the U.S. market, the social capital, created inside and outside 

the firm, will be essential for the level of engagement to that market. Previous experience 

should be valued higher and considered when entering the market.  

 

6.2 Theoretical implications  

 

Social capital has a complex influence over the internationalization process (Staveren 

& Knorringa, 2007). This research contributes to the field of the social capital and the SMEs 

internalization process of foreign market. According to Conviello (2006) the international 

social network is an important factor for growing. Investigating three companies located in 

Halmstad, Sweden, that are committed to the U.S. market in different ways, have indicated 

the influence of social capital and being able to succeed on the market. Social capital is 

changing over time (Kontinen and Ojala, 2011).  

 

Johanson and Vahlne (2003) are discussing the internationalization commitment by 

confirming that firm’s social capital could have different influence. The positive and negative 

effects cannot be divided separately, since they are both influencing in the same time the firm. 

As we saw from the analysis before, weak social capital could have positive instead f negative 

effect for the firm’s commitment; changing the perspective for that market, as Tylo AB 

decided to focus on net shops. However, there is lack of knowledge in the previous literature 

giving a clear understanding of the influence that network relationships have on firm’s foreign 

market endorsement (Rodrigues & Child, 2012).  

 

6.3 Further research  

 

Further research can be done when looking into a bigger amount of companies with 

the same intention to commit and succeed on the American market. It would be interesting to 

see what Business Sweden offered and how each firm could do that individually without help 

from Business Sweden. It would also be interesting to discover if the commitment to the U.S. 
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market is similar to any other market, looking at the SMEs in different phases of their life 

cycle.  

 

Lastly, this study does not generalize the influence of social capital over SMEs and it 

is therefore important to implicate further research in this topic.  
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Appendix 

 

Questionnaire Internationalization of SMEs  

1. What were your motivators to enter the U.S. market? Can you explain the process that you 

went through?  

2. How did the company enter the US market? (Example: export, licenses, strategic alliances, 

joint ventures, wholly owned subsidiary, franchising, contract production, sales 

subsidiaries, production subsidiaries, cooperation with other companies). Has it 

changed over time?  

3. Did you research the market before entering? How? 

4. What kind of difficulties (laws, tariffs, customs, government, social, political, 

infrastructure, technology) occurred when entering the U.S. market? How did you deal 

with them?  

5. What kind of risks the company take while going to the U.S.?  

6. What are the differences and similarities between the U.S. and Sweden as a country? 

(Example: cultural differences, daily routines, work relationship) 

7. What was your competitive advantage on the U.S. market? 

Social Capital  

Def: Nahapiet and Ghoshal (1998): "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. Social capital thus comprises both the network 

and the assets that may be mobilized through that network".  

1. What is the term social capital for you?  

2. How can you explain your external and internal social capital? Are they connected, how 

and why?  

3. Do you have good internal network in your company? (Example: employees’ rights,   fair 

contracts and wages, many/less conflicts)  

4. Explain a crisis situation you had during the years, according the inner network of the 

company?  

5. Have the relationships you have had outside the company (friends, network) benefit the 

company? Could you explain a funny, laughable situation you had with someone that 

led to a business contact? 
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6. How do you see the lack of resources? (Example: as a problem and obstacle, or as an 

opportunity, for new knowledge and networks) 

7. How important are networks and the relationships for you? 

Influence of Social Capital over Internationalization of SMEs  

1. Which of following resources do you think played the most important role for 

internationalization? (Example: physical, financial, human, technological and 

reputation). How important do you think the social capital is in general? 

2. How did you get access to important networks/relationships to enter the U.S.? 

3. How do you obtain the resources that you need on the international market? 

4. Do you think that your growth in the U.S. is related to your networks of people? 

5. Do you still use the same network of people in the US, or has it changed over the years?  

6. Did the company get help from any organization in the internationalization process?  

7. From your personal experience, is it positive or negative to have a high level of social 

capital while operating on foreign market? In what way? 

8. Do you think that the essence of social capital is applicable for every foreign market, or just 

for separate ones?  

9. Have the situation in the U.S. changed over time? If yes, do you need new resources, people 

and networks for operating there? 
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