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This thesis focuses on the concept of network embeddedness. At first the concept of network 
embeddedness is studied by considering its previous use and definitions. This is done 
through a literature review, with the aim of forming a more comprehensive definition of the 
concept based on the previous literature. Secondly, the role of the concept of network 
embeddedness in the internationalization phases of a family business is analysed empirically 
using a case study. 

The study employs a qualitative case study approach, focusing on a family-owned company 
that has internationalized over the past decades. The research identifies key stages of the 
company's internationalization and how network embeddedness played a role in each phase. 
The findings suggest a more comprehensive definition for network embeddedness instead of 
existing ones. It includes a broad spectrum of relationships, such as business connections, 
personal ties, family connections, local ties, national ties, foreign relationships, political 
connections, and institutional bonds, instead of focusing only on one or two of them or just 
the home or host market.  
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Tämä gradututkielma keskittyy “network embeddedness” käsitteen ympärille. 
Ensimmäiseksi network embeddedness käsitettä ja sen aiempaa käyttöä sekä määritelmiä 
tutkitaan kirjallisuuskatsauksen kautta, tarkoituksena muodostaa aiemman kirjallisuuden 
pohjalta kattavampi määritelmä käsitteelle. Toiseksi network embeddedness käsitteen 
/verkoistoitumisen roolia perheyrityksen kansainvälistymisessä analysoidaan case 
tutkimuksen avulla.  

Tutkimuksessa käytetään laadullista tapaustutkimuslähestymistapaa keskittyen 
perheyritykseen, joka on kansainvälistynyt viime vuosikymmeninä. Tutkimuksessa 
tunnistetaan yrityksen kansainvälistymisen keskeisiä vaiheita ja analysoidaan miten network 
embeddedness käsite on vaikuttanut kussakin vaiheessa. Tutkielman tuloksiin sisältyy 
kattavampi määritelmää network embeddedness käsitteelle olemassa olevien määritelmien 
korvaamiseksi. Tämä sisältää laajan kirjon suhteita, kuten liikesuhteita, henkilökohtaisia 
suhteita, perhesiteitä, paikallisia verkostoja, kansallisia verkostoja, ulkomaisia verkostoja, 
poliittisia yhteyksiä ja institutionaalisia siteitä, sen sijaan että määritelmä huomioisi vain 
yhden tai muutaman suhdetyypin, tai vain kotimaiset tai ulkomaiset suhteet. 
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1  Introduction 

As social creatures, humans tend to embed themselves in all kinds of relationships. These 

networks are related to personal life, business, and other contexts habitually influencing our 

actions and decisions. Network embeddedness is an academic concept that explores how 

economic behaviours and outcomes are influenced by a web of relationships. This thesis 

aims to define and explore the various dimensions of network embeddedness, through a 

thorough concepted analysis, while also examining its impact on internationalization 

through a real life case study with empirical data. 

This topic is relevant in this time due to the increasing interconnectedness of global markets 

and the critical role that networks play in facilitating innovation and competitive 

advantage.	Understanding network embeddedness is essential for firms navigating different 

economic landscapes, as it provides insights into leveraging relationships for growth and 

resilience. 

Network embeddedness as a concept has been discussed in numerous studies and contexts, 

but what network embeddedness really is about is incoherent and imprecise. Therefore, this 

thesis at first explores the definition of network embeddedness as a concept and identifies 

what is meant when the term is used in different scenarios. For instance, in an article by Al-

Laham and Souitaris (2008) network embeddedness is not clearly defined, but the context of 

the research suggests that the concept is associated with a firms economic and organizational 

connections (Al-Laham et al. 2008). On the other hand, in some studies network 

embeddedness is especially examined through family connections or integration in the 

entrepreneur’s personal network of various relationships. (Astner 2020, Mozumar et al. 

2019). 

Previous studies have indeed explored different aspects of network embeddedness, 

identifying types of ties such as business relationships, personal and family connections, 

institutional bonds, and political connections (Granovetter 1985, Halinen and Törnroos 

1998, Alajoutsijärvi and Uimonen 1995). These studies highlight the importance of both 

internal and external networks of a firm. For instance, research has shown that strong local 

and national networks can enhance a firm's innovation capabilities and access to resources 

(Courage et al. 2020, Holmlund and Törnroos 1997). 
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Prior research has also examined network embeddedness with an objective of distinguishing 

the concept from other similar ones, as Ratajczak-Mrozek (2017) did by using the term 

interorganizational network embeddedness to differentiate it from social embeddedness 

(Ratajczak-Mrozek 2017). A paper by Andersson and Forsgren (1996) studied favourable 

and overall different levels of network embeddedness, using the terms external 

embeddedness and corporate embeddedness to analyse the case companies relationships 

(Andersson et al., 1996). As there exists a problem of lack of definition accuracy for the 

concept of network embeddedness, there is need for developing the concept in a way that it 

would possibly recognize both domestic and foreign, and other types of relationships. 

 

1.1  Objectives of the research and research question 

Objectives of this research include 1) a comprehensive literature review to clarify the 

concept of network embeddedness and to 2) study an empirical case to deepen the conceptual 

base. The purpose is to gather these varied definitions for an apprehensible ensemble. As 

mentioned, there is need for developing the concept of network embeddedness for example 

in a way that it would possibly recognize domestic and also foreign relationships. This 

distinction between national and international networks is emphasized in this research 

through the internationalization perspective in the case study. Also a question arises if 

intermediator relationships are being brought up in any of the studies. Any other findings on 

the type of networks and relationships would as well be desired. 

Network embeddedness in this study is in particular examined in the case of SME sized 

family firms. This study is timely and important as most of the companies operating in 

Finland and in the world are family businesses and SME sized. It’s also noteworthy that 99 

percent of all businesses in the EU are small and medium sized enterprises (European 

Commission, 2021). Therefore, SME’s can be considered as a key driver of innovation and 

job creation. There has been public discussion on the importance of improving the 

competitive advantage of family businesses in Finland, thus studying such a notion as 
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network embeddedness for internationalization could provide insightful findings regarding 

performance enhancement and help drive the related research further. 

 

The research questions set for the present master’s thesis are: 

 

1) How has the concept of network embeddedness been defined in academic 

research in the context of SME internationalization? 

 

2) How is the network embeddedness of an international family SME in different 

phases of internationalization? 

 

3) How would network embeddedness be defined on the basis of the empirical case 

study? 

 

By seeking answers to these questions, this thesis can discuss the concept in-depth, while 

also producing findings from the case study about network embeddedness in 

internationalization. 

 

1.2  Key concepts and terminology 

From the rationale of this research project is derived the literature section of the thesis, that 

focuses on the varied definitions of network embeddedness. As the topic of the thesis is 

“Network embeddedness for the internationalization: family SMEs under focus”, the 

literature section also includes some semblance of a theory about family firms, SME’s,  SME 

internationalization and international new venture internationalization. Network 

embeddedness as a concept is studied through extensive literacy review, by diving deep into 

related literature. The context of the study is internationalization and the phenomenon 
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networking, therefore networking and social capital internationalization are as well related 

concepts for this section. 

 

Family firms 

The definition of a family firm is based on family ownership and voting power in the firm. 

Harju et al. (2003) have defined a family firm as a company where more than half of the 

ownership is in the hands of the family and where the family exercises control (Harju et al., 

2003). Family firms are extremely important in terms of worldwide economic impact 

(Astrachan and Shanker, 2003). And according to Gagné et al. (2019) more than 80% of 

global business structures are family firms and a majority of them are considered small 

businesses (Gagné et al., 2019).  

 

SMEs 

By definition, SME’s are companies employing fewer than 250 people, with an annual 

turnover of no more than 50 million euros or an annual balance sheet total of no more than 

43 million euros. SMEs account for a significant proportion of the economy in the European 

Union. (European Commission, 2021) SMEs can be characterized by flexibility, 

adaptability, and innovative capacity, which make these companies quick responders to 

changes in the market and enables development of new product and services (Miles, 2012). 

Ownership and management of SME’s is often focused on a small group of individuals, such 

as family members, who are heavily involved in the day-to-day operations of the business 

(Gnyawali & Fogel 1994).  

 

New venture internationalization 

According to Oviatt and McDougall (2005), new venture internationalization refers to 

businesses expanding their operations and market presence across multiple countries to gain 

a competitive edge (Oviatt and McDougall, 2005). In their article, Fernhaber and Li (2013) 

explain that the internationalization of new ventures can be enhanced by both geographically 

proximate firms and alliance partners. Younger ventures benefit more from geographically 
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proximate firms while older ventures benefit most from their alliance partners. (Fernhaber 

et al., 2013) 

 

1.3  Structure of the study 

The paper is organized as follows. Firstly, the introduction provides an overview of the 

concept of network embeddedness as the research topic, emphasizing its significance in the 

context of SME internationalization. Secondly comes the literature review, divided into 

themed sections. The literature review begins with early mentions and definitions of network 

embeddedness, following with a section on dual embeddedness, SME and business network 

context, types and qualities of ties within network embeddedness, most recent studies, and a 

summary of all. 

Moving forward, the research design and methodology chapter outlines the approach taken 

in this study. The methods employed for data collection and analysis are detailed, ensuring 

the reliability and validity of the research findings. Next, the focus shifts to examining the 

role of network embeddedness in the internationalization journey of the case company. This 

chapter unfolds the company's progression into international markets, beginning with its 

initial ventures and tracing the expansion of its networks alongside internationalization 

efforts.  Finally, the discussion and conclusions chapter synthesizes the key findings of the 

study. Included are the theoretical contributions, practical implications, and limitations of 

the research. Additionally, the chapter suggests directions for future research endeavours to 

further enhance our understanding of the concept of network embeddedness and its part in 

SME internationalization.  
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2  Literature review 

This section focuses on the varied definitions of the concept called network embeddedness. 

The concept will be discussed and analyzed profoundly, from the different perspectives it’s 

previous usage has demonstrated. Network embeddedness as a concept will be studied 

through a comprehensive analysis of pertinent literature, entailing a thorough exploration of 

interconnected works. The literature review especially focuses on what types of ties seem to 

be defined among the use of the concept of network embeddedness. This approach relays 

how scholars utilize network embeddedness in research context and discloses varied 

renditions of the concept’s inclusion.  

 

2.1  Early work and definitions of network embeddedness 

Granovetter (1985) analyses economic actions through what he called “the problem of 

embeddedness”. The author describes embeddedness in his article from a social point of 

view. According to the author economic behaviour is influenced by embeddedness within 

interpersonal relationship networks. The embeddedness approach emphasizes the role of 

personal relationships and structures, also know as networks. (Granovetter, 1985)  

In their study about business networks and embeddedness Alajoutsijärvi and Uimonen 

(1995) use the theoretical approach of network perspective while focusing on embeddedness 

in order to identify main actors in networks and assess how the industry is influenced by 

their relationships. The study discusses specific manners of companies and industries 

linkages to their environment as different dimensions of network embeddedness. 

(Alajoutsijärvi et al., 1995) According to Sally (1994) embeddedness warrants attention at 

the domestic rather than international level. Nonetheless, domestic embeddedness exists 

alongside the process of multinational enterprises internationalizing their production and 

sales networks, technology, and communication. (Sally 1994) 
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There are also broad definitions of the concept among early publications, where various 

theories, models and case studies have been used to describe network embeddedness. In their 

study titled “The role of embeddedness in the evolution of business networks“, Halinen and 

Törnroos (1998) widely address defining the concept of embeddedness and how it is related 

to the evolution of business networks. The authors distinguish different types of 

embeddedness, for example presenting a model where network embeddedness is either 

temporal, spatial, social, political, market, or technological and another model in which 

embeddedness is examined with vertical and horizontal dimensions. In the study networks 

generally consist of inter-firm relationships along with case studies including personal 

contact networks of individual employees, national business ties in the same industry, 

political contacts, and international networks. The authors model of vertical and horizontal 

embeddedness also embodies many geographical levels, channel structure and business 

settings. Network embeddedness is used by the authors for describing the relations and 

dependence firms have on different networks, the networks which extend outside one 

company. (Halinen et al. 1998) 

 

2.2  Network embeddedness described as dual embeddedness 

Multiple articles describe network embeddedness as dual embeddedness from the 

perspective of MNEs and subsidiaries. For example, researching opportunities and 

challenges of multiple-embeddedness for multinational enterprises, Munjal and Pereira 

(2015) define in their research context network embeddedness as “the degree to which the 

MNE’s economic activity is integrated within the external local environment of the host 

country.” The authors discuss MNE embeddedness in local context of the subsidiary’s host 

country and home context through the parent MNE. (Munjal et al. 2015) 

Achcaoucaou, Miravitlles, and León-Darder (2014) examined the network embeddedness of 

a subsidiary through a double-network embeddedness framework, consisting of the 

subsidiary’s external and internal connections. The authors focused on the evolution of a 

subsidiary’s R&D, and the effects that information obtained from different types of networks 

had on it. Internal network consisting of the parent company and sister subsidiaries, as well 

as external network comprising for example of customers, suppliers, universities, service 
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providers and policy makers, are both valuable connections through which a company can 

improve. The definition of network embeddedness described in the study includes foreign 

relationships, as multinational companies have an international network. The quality of 

internal and external networks is also touched by encouraging subsidiaries to enhance both 

types of relationships in order to utilize for example better information flow of valuable 

knowledge. (Achcaoucaou et al. 2014) 

Collinson and Wang (2012) emphasize being part of system as a definition of network 

embeddedness and describe the concept as a dual process involving coalition of internal and 

external networks of a subsidiary and a parent company. The ties of the networks include 

local, national and international business relations and connections to institutions. The 

authors distinguish two types of embeddedness, structural and relational. (Collinson et al., 

2012) 

Andersson and Forsgren (1996) studied the network embeddedness of a subsidiary and the 

effects of this embeddedness to the control of the company’s headquarters. The authors 

recognize that a subsidiary can be heavily embedded in the corporate structure it belongs to, 

and/or embedded externally with other factors. In line with network theory, the authors 

suggest that a subsidiary's most critical resources are linked to its relationships with external 

counterparts such as customers, suppliers, and other counterparts, which can be a source of 

power for the subsidiary. In this study the level of embeddedness in a network is measured 

by the density of the relationships, taking into account the subsidiary’s counterparties and 

their connected relationships. Embeddedness of the subsidiary is determined by the overall 

interdependencies it has as a result of its position in a business network. The degree of 

embeddedness in these relationships depends on factors such as the amount of time spent, 

the level of resource adaptation, and the degree of interdependence in the activities between 

the counterparts. The more embedded the subsidiary is in these specific business 

relationships, the more likely these counterparts will influence the subsidiary's behavior. 

(Andersson et al., 1996) The study was notably made from a corporate perspective, taking 

into consideration business relationships and local or national bonds. Foreign relationships 

are not mentioned, but on the other hand business relationships were not defined as only 

domestic, and referring to relationships obtained through a multinational company’s parent 

company, it could be interpreted that international ties are somehow recognized. 
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2.3  Network embeddedness defined in the context of SMEs and business 

networks 

Courage, Tian, Wisdom, Sampson and Charles (2020) turn the attention from MNE and large 

corporation to SME’s network embeddedness as they studied positive effects network 

embeddedness has on innovation performance of SME sized firms. (Courage et al. 2020) 

The article included a few definitions for network embeddedness, for example that the 

concept of network embeddedness refers to the manner in which a company is connected to 

other firms, encompassing the structural aspects of those relationships (Echols and Tsai 

2005, cited in Courage et al. 2020). Seeing network embeddedness mainly as relationships 

between businesses, it was discovered that when such ties are strong and the company is 

open with their innovativeness in their local cluster and nearby institutions, the fore 

mentioned positive effects on innovation performance can be gained. (Courage et al. 2020) 

In their study about relationships in business networks, Holmlund and Törnroos (1997) 

discuss network embeddedness as a way of understanding relationships in a business 

network context and refer to the idea that economic actions and outcomes are affected by the 

actors' dyadic relations and the overall structure of network relations. According to the 

authors relationships in a business network are highly context-bound and are embedded in a 

web of interconnected relationships in a socially and historically constructed network. 

Connections of relationships in the business network also include institutional actors, thus 

resulting in institutional bonds. The paper describes a layer model of networks, where one 

of these layers is the interconnection of human actors in a business network, that consists of 

a web of individual actors representing their companies. Networks can also be identified 

through vertical embeddedness, which takes into account different level actors embedded in 

a business network on national, regional and local levels. (Holmund et al., 1997) 

According to an article by Welch and Wilkinson (2004) network embeddedness in business 

networks could be defined by assuming that all exchange relationships are embedded in a 

network of interconnected activities, resources, and actors. As the article examines political 

context in particular, the writers suggest that political embeddedness can provide companies 

with access to critical resources and information, but also create dependence and 

vulnerability to changes in the political environment. Welch and Wilkinson’s study was 

conducted by interviewing a company about it’s international networks, but also 
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governmental institutional connections were noted in the interviewing process. (Welch et 

al., 2004) Mazzola, Perrone and Kamuriwo (2015) studied the effect of network 

embeddedness on new product development, especially focusing on a firm’s network 

position and open innovation flow. The results of the research imply that having a central 

position in a structural network of inter-firm ties is beneficial for a firm’s innovation. 

Network embeddedness was surveyed among a specific industry, thus the types of network 

ties include other similar companies and the scene is mainly described as national. (Mazzola 

et al. 2015) 

 

2.4  Network embeddedness as seen through types and quality of ties in  

According to Beckert (2008) embeddedness pertains to the manner in which decisions within 

economic contexts are influenced by social, cultural, political, and cognitive factors. It 

underscores the inseparable relationship between actors and their social environment 

(Beckert 2003). An article by Al-Laham and Souitaris (2008) examines inter-organizational 

relationships of firms in their local cluster and national levels but also acknowledges the 

importance of international ties (Al-Laham et al., 2008).  

Fletcher and Barret (2001) describe network embeddedness as the extent to which companies 

relationships and networks are integrated in broader social and economic environment and 

present that this affects the companies’ behavior and network structure. The authors case 

study explores international business relationships between firms operating mainly in 

different countries and how the relationships have evolved for example at national, regional 

and global levels. The case study also found valuable institutional and political ties in the 

companies network. (Fletcher et al., 2001)  

Sigfusson and Harris (2012) conducted research on entrepreneurs' relationships and their 

impact on firm development, considering various types of ties that extend beyond simple 

classifications like weak or strong, business or social. The authors developed a framework 

partly based on the Granovetter’s (1985) embeddedness in relationships notion from network 

theory, that encompasses multiple pathways for forming relationships, with a special focus 
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on relationships at the initial stages of startup and internationalization. (Sigfusson and Harris 

2012) 

A study conducted by Mozumar, Hagelaar, Materia, Omta, Islam & Van Der Velde (2019) 

presents findings regarding an optimal number and type of network ties in cases of women 

entrepreneurs operating in a developing country. The study determined that statistically there 

seems to be certain amounts of network ties and types of ties, that can positively or 

negatively affect business performance. Negative effect caused by too many network ties of 

certain types is described as over-embeddeness, since the impact on performance was 

inferior. The study analysed entrepreneurs personal networks, which consisted of for 

exapmple family, friends, other entrepreneurs, contacts in govermental organizations, and 

contacts in large nationwide companies and societal power bodies. (Mozumar et al., 2019) 

In her study about embdeddedness in a community of family firms Astner (2020) found that 

having too much positive influence from embeddedness with family interacting in the 

entrepreneurial process may result in lack of ownership in the company, and ultimately lead 

to termination of the company. The network ties in the study consist of the entrepreneurs 

personal connections of mainly family members, with many family members forming a local 

cluster network of businnesses. (Astner, 2020) Ratajczak-Mrozek (2017) refers to network 

embeddedness as interorganizational network embeddedness, in order to distinguish the 

concept from social embeddedness. The author defines interorganizational network 

embeddedness as the effect on the actions and performance of a firm that result from it's 

embeddedness in interorganizational or business relationships. (Ratajczak-Mrozek, 2017) 

Andersen’s (2013) study on the relationship between embeddedness and performance across 

various markets concluded that embeddedness and over-embeddedness should not be treated 

as fixed conditions, but instead be considered in relation to specific market circumstances. 

The author stated that the realization of embeddedness resulting in costs and also benefits 

has led to the identification of optimal levels for embeddedness and that the types of markets 

where network embeddedness is measured are also substantive. Andersen’s case study 

included observations of companies domestic and foreign network ties, focusing on a firms 

position in a structural network. (Andersen 2013) 

The importance of international ties from the perspective of family-owned companies in 

early internationalization becomes apparent in a paper by Schwens and Kabst (2009), where 
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the authors investigated early internationalization factors with a focus on structural network 

embeddedness. It was explored how asset specificity, prior international management 

experience, and international network connections influence a firm's early 

internationalization trajectory. The data for the research was mainly gathered from family 

businesses and the findings suggest that early internationalization is positively influenced by 

having contacts within international networks. (Schwens and Kabst 2009) 

The same theme of highlighting internationality is present in an article by Propris, 

Menghinello and Sugden (2008), in which the authors explored local production system 

internationalization with one viewpoint being embeddedness. In the study international 

network embeddedness is explored as a contrast to being embedded socioeconomically with 

local actors and social community to a high degree. The authors suggest discarding 

geographical limitations to instead broaden the perspective beyond space and encompassing 

all dimensions of distance and proximity. (Propris et al. 2008) This implies revisiting 

Granovetter's original definition of embeddedness, which emphasizes the significance of 

personal relationships and the networks of such relationships in building trust and 

discouraging misconduct. (Granovetter 1985, cited in Propris et al. 2008) 

In their study titled “Effects of overseas network embeddedness and relationship learning on 

internationalization performance” Li, Liu and Cao (2017) portray network embeddedness as 

a positive factor for internationalization performance. Such ties as overseas networks and 

institutional ties in host-country are recognized. (Li et al. 2017) Examining the effect of 

foreign partner network embeddedness on international joint venture failure brought Meschi 

and Wassmer (2013) to explore positional network embeddedness and the types of network 

ties that may positively influence the actions of international joint ventures. The authors 

describe dense embeddedness in local networks of the entered markets, and an international 

alliance network as important for the operations of international new ventures. The study 

also considered all direct and indirect ties between foreign investors in a certain region, for 

example the EU. (Meschi et al. 2013) 
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2.5  Network embeddedness in most recent studies 

Rocha, Marques and Galvão (2022) implemented a literacy review to study how network 

embeddedness affects a firm’s internationalization, simultaneously discussing the use of the 

concept of network embeddedness and gathering some definitions for the concept. The 

writers state that the concept of network embeddedness has existed since the 1940’s, but 

only in recent decades has it been studied more comprehensively. (Rocha et al. 2022) Dubois 

(2016) sums up relevant studies arguing that firms can simultaneously foster local, extra-

local, and international relationships. This approach emphasizes that a firm's embeddedness 

can extend across multiple geographical scales. (Dubois 2016) As these studies indicate, the 

recent years have been enriched with new perspectives for defining network embeddedness, 

and called for a broader inspection for the concept. 

A recent paper conducted by Wang and Lv (2023) on the impact of green innovation network 

embeddedness on corporate environmental responsibility studied listed companies in China, 

which engage in green innovation. These companies were recognized to have ties to other 

companies due to for example a central location in a structural network. (Wang et al. 2023) 

Central position in a structural network of firms may benefit a company by providing large 

amounts of information from the surrounding network (Koka and Prescott, cited in Mazzola 

et al. 2015). In addition to corporate ties, different levels of political ties were acknowledged 

as well. According to the research relational and structural embeddedness influence 

corporate environmental responsibility positively, which was found by quantitatively 

measuring network embeddedness through centrality factors and the strongness of the ties 

between companies. (Wang et al. 2023) 

Rocha, Galvão, Marques, Mascarenhas and Braga (2020) explored how network 

embeddedness and cooperation affect the internationalization process of a firm, concluding 

that networks have a significant impact on the advancement of companies, as they enable 

access to essential resources crucial for their expansion. (Rocha et al. 2020) The authors 

summarize that network embeddedness is advantageous to organizations in two ways: it 

allows for the exchange of high-quality information and tacit knowledge, and serves as a 

mechanism for social control over company behaviour (Mueller-Using, Urban and 

Wedemeier 2020, cited in Rocha et al. 2020). When engaging in international activities, 

companies lacking local knowledge must establish credibility in new markets by partnering 
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with local firms (Alcantara, Mitsuhashi and Hoshino 2006, cited in Rocha et al. 2020). To 

achieve this, they seek out local companies with strategic network positions that are better 

equipped to access resources beneficial to the foreign partner (Arya and Lin 2007, cited in 

Rocha et al. 2020). 

What could be described as almost alternative wording to network embeddedness, authors 

Dezi, Ferraris, Papa, and Vrontis (2021) use the phrasing external embeddedness to describe 

network embeddedness. External embeddedness characterizes the relationships formed by 

firms with external actors within their particular business network, primarily in the local 

environment. Cultivating these embedded relationships with external stakeholders enables 

firms to facilitate access to valuable external knowledge and resources. The study generally 

empathized positive outcomes of embedded external ties being managed effectively. (Dezi 

et al. 2021) The first analysis of the notion of embeddedness is also referred to, as 

embeddedness in economic activities emphasizes the integration with ongoing social 

relationships and networks (Granovetter 1985; Polanyi 1944, citen in Dezi et al. 2021). 

As the concept of network embeddedness remains not yet quite clearly defined, other very 

similar concepts have risen for describing the same phenomenon, also based on previous 

literature about network embeddedness. Lattemann, Alon, Spigarelli and Marinova (2017) 

explored Chinese firms’ internationalization through what the authors called dynamic 

embeddedness. Their definition for dynamic embeddedness is comparable to the concept of 

network embeddedness, and more precisely their concept appears to be an adaptation of the 

concept of network embeddedness from previous literature. The authors explained that the 

use of this term resulted from the need to develop the concept of embeddedness from 

describing a static and entrenched network position to describing an evolving and active 

network mode. Many types of ties between companies are recognized, such as firm to firm 

networks, country specific ties, international relationships, institutions, and political ties. 

(Lattemann et al. 2017) 
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2.6  Summary of the definitions 

As it shows, there remains different types of definitions for network embeddedness. Early 

mentions of network embeddedness seem to be related to personal connections, for example 

Granovetter (1985), who addresses the so called “problem of embeddedness”, not yet using 

the term network embeddedness (Granovetter, 1985). However somewhat broader 

definitions also arose early on, as Halinen et al. (1998) address defining the concept of 

Network embeddedness from various perspectives (Halinen et al. 1998). 

One perspective to looking at network embeddedness comes from a parent company and 

subsidiary dynamic, also referred to as dual embeddedness. This point of view is present in 

a study by Munjal and Pereira (2015), where MNE embeddedness with it’s subsidiaries is 

discussed in local context (Munjal et al. 2015). Achcaoucaou, Miravitlles, and León-Darder 

(2014) similarly examined network embeddedness through a double-network embeddedness 

framework, focusing on the subsidiary's internal and external connections, which are 

highlighted in the study (Achcaoucaou et al. 2014). Earlier Andersson and Forsgren (1996) 

had studied the effects of network embeddedness between a subsidiary and company 

headquarters. They found that a subsidiary's critical resources and power often stem from its 

external relationships and addressed the measuring of the degree of embeddedness. 

(Andersson et al., 1996) 

Certain studies like one by Courage, Tian, Wisdom, Sampson and Charles (2020) examined 

network embeddedness specifically in the context of SME’s and company relationships. 

Their semi recent study had ample previous research to draw on, hence providing interesting 

definitions for the concept of network embeddedness. Although the types of ties were 

limitedly recognized, their magnitude was not overlooked. (Courage et al. 2020) Types of 

ties in the network embeddedness between companies was however broadly studied earlier 

by Holmlund and Törnroos (1997), according to whom there exist many different forms of 

network embeddedness among context-bound webs of interconnected relationships. 

(Holmund et al., 1997) In addition to also including various types of corporate bonds in their 

study, Welch and Wilkinson (2004) added the factor of political ties to their network 

embeddedness themed study (Welch et al., 2004). It becomes clear that network 

embeddedness is perceived very differently and from studied from several perspectives in 

studies across the field. One more example is the study by Mazzola, Perrone and Kamuriwo 
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(2015), which was focused on the firms position in its industy’s network embeddedness 

(Mazzola et al. 2015). 

A trend for defining network embeddedness has for a large part been defining it through the 

relationship’s companies are indulged in. Fletcher and Barret (2001) viewed network 

embeddedness as a measure of a company’s integration in broader social and economic 

environment, whilst Sigfusson and Harris (2012) research the effects entrepreneurs’ 

relationships had on the company. Both studies are rich in types of ties recognized in the 

analysis, and the later authors mentioned even encompassed a framework with a focus on 

the states of relationship forming, for example in early internationalization. (Fletcher et al., 

2001, Sigfusson and Harris 2012) Another valuable insight from the study by Sigfusson and 

Harris (2012) is that the authors raise the point of research into relationship networks of 

entrepreneurs has been disproportionately focused on particular regional or national context. 

(Sigfusson and Harris 2012) This observation of limitations is accurate when it comes to 

studying the concept of network embeddedness and defining it through defining relationship 

types. 

The search for understanding the impact of types of ties in network embeddedness took an 

interesting turn in a study by Mozumar, Hagelaar, Materia, Omta, Islam & Van Der Velde 

(2019), where optimal numbers and types of ties were analysed. The authors conceptualize 

over-embeddedness for describing situations where too many certain types of ties cause a 

negative effect for the company. (Mozumar et al., 2019) The conditions in the study are quite 

specific, but the finding obtained through studying similar types of ties acknowledged in 

multiple studies suggest that the idea could be utilized for other situations as well. In fact, 

Astner (2020) did make similar observations about some amounts and types of ties 

negatively influencing the company’s performance (Astner, 2020). In contrast to over-

embeddedness and it’s negative effects, optimal levels for network embeddedness were 

realized to be possible to identify, as Andersen (2013) presented in their study, where 

network embeddedness and over-embeddedness were seen as relational to existing market 

conditions (Andersen 2013). 

Network embeddedness as a concept has also been present in studies under other terms, as 

for example in a paper by Ratajczak-Mrozek (2017), who used the term interorganizational 

network embeddedness in an effort to distinguish the idea from other network related 

concepts (Ratajczak-Mrozek, 2017). Dezi, Ferraris, Papa, and Vrontis (2021) also use 
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similar alternative wording for network embeddedness, a term called external 

embeddedness. For a semi recent study the concept definition seems to be quite narrow when 

it comes to types of ties, as external embeddedness is characterized by the firms external 

relationships in the local environment. (Dezi et al. 2021) 

Schwens and Kabst (2009) studied early internationalization with a focus on structural 

network embeddedness, interestingly from a point of view of family-owned firms. The 

results of their study highlight the positive influence of having contacts within international 

networks during a company’s early internationalization phase. (Schwens and Kabst 2009) 

The international mindset was also present in an article by Propris, Menghinello and Sugden 

(2008), in which the authors contrasted international network embeddedness to being 

embedded socioeconomically with local actors and social community, in order to come to 

the conclusion that setting geographical limitations aside is best when assessing a company’s 

relationships (Propris et al. 2008). Another broad perspective to types of ties was at the center 

of Meschi and Wassmer’s (2013) study of exploring positional network embeddedness for 

international joint ventures. Strong embeddedness in domestic networks, but also in the local 

networks of the entered markets and in international networks in general was deemed 

important for the operations of international new ventures. (Meschi et al. 2013) On a more 

recent note, Li, Liu and Cao (2017) also recognized network embeddedness with overseas 

counterparties to have an positive effect in the internationalization performance of a firm, 

taking into consideration institutional ties as well (Li et al. 2017). 

Recent studies, such as the one by Wang and Lv (2023), generously describe network 

embeddedness trough many types of ties. The said authors categorized ties by theirs 

strongness and analyzed relationships to other firms. The results of the research suggested a 

positive correlation between significant relational and structural embeddedness and 

environmental responsibility, which goes to show what timely topics could be studied by 

understanding network embeddedness. (Wang et al. 2023) 

From the internationalization aspect, Rocha, Galvão, Marques, Mascarenhas and Braga 

(2020) offer insights to network embeddedness when they studied the effects of network 

embeddedness and cooperation to the internationalization process of a company. Positive 

effects of strong embeddedness were again discovered, as stronger networks provided 

companies valuable resources for the international expansion. (Rocha et al. 2020) 
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On top of previously mentioned similar concepts used in the field, Lattemann, Alon, 

Spigarelli and Marinova (2017) construed their own substitute for the concept of network 

embeddedness. Their concept, dynamic embeddedness, is very similar to descriptions for 

network embeddedness, and the concept seems to have been derived from previous 

literature. (Lattemann et al. 2017) Overall the usage of very similar terms compared to 

network embeddedness, and the creation of similar terms due to viewing the old term too 

lacking, depict the vagueness of the concept of network embeddedness that remains. 

 

2.7  Review: Network embeddedness described from the perspective of types of 

ties 

Network embeddedness has been defined in various ways across the academic field, with 

some studies focusing more on domestic and local ties, and some taking into consideration 

a larger spectrum of relationship networks. Analyzing the types of ties used for describing 

network embeddedness offers a view for understanding the concept. In addition to types of 

ties, some studies also discuss the quality of them, for example debating on their weakness 

and strongness, but that has not been as popular of an aspect compared to using types of ties 

as parameters. Therefore, based on the articles above, a composition has been collected for 

this study, where types of ties that arose from the articles have been compiled into Table 1 

“Types of ties in network embeddedness”, which can be seen below. 
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Table 1: Types of ties in network embeddedness 

 

In many of the articles network embeddedness is first defined in a certain way using relevant 

literature and articles, but a further look to the study reveals more perspectives to view the 

concept. Types of ties in network embeddedness are typically shortly mentioned, and most 

referenced studies often don’t have clearly defined types of ties for network embeddedness. 

The case studies of network embeddedness themed research indicate how authors have 

interpreted the definitions of network embeddedness, revealing what sort of types of ties 

have been included in the definition of network embeddedness. Some studies take into 

consideration multiple types of ties, while some are not as inclusive. The Table 1 then 

showcases not only how certain articles have purposely defined network embeddedness, but 

also what their empirical studies add to the definition of network embeddedness and the 

types of ties included. 
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As can be seen from Table 1, it is most common for the articles listed to describe the ties to 

be business related. The relation of the concept to business ties is being brought up either in 

the definition of the concept, or latest in other parts of the study where network 

embeddedness is researched through empirical studies. Personal or family connections are 

rarely mentioned. They are typically acknowledged in articles that have studied these ties in 

particular, such as the study by Asner (2000). Institutional bonds are often recognized, but 

they are not to be mistaken for intermediator organizations, which were not described in the 

articles as part of these ties.  

Table 1 demonstrates that local networks were almost as often regarded as were national 

networks, both of them being quite typical for the definition of network embeddedness and 

viewed as normal relationships firms have in their environment. Foreign relationships are 

not often mentioned in the literal definition part of network embeddedness, but in many cases 

these types of ties are after all recognized in the case study or discussion part of a study. 

Multinational enterprise focused studies, for example a study by Achcaoucaou, Miravitlles, 

and León-Darder (2014) do consider foreign ties very well, as the studies frequently analyze 

subsidiaries international relations. Although these situations are sometimes limited to 

realizing that a firm has a subsidiary in a certain country and therefore does engage in 

international relationships, the studies do widely discuss the benefits of subsidiary and parent 

company’s international networks. The topic of mergers and acquisitions studied by Munjal 

and Pereira (2015) also had a take on the international relationships, even though 

internationalization was not analyzed through networks directly. 

As mentioned, in some studies the question of the strength of the ties was largely present, of 

which an example is the study by Courage, Tian, Wisdom, Sampson and Charles (2020), 

where strong network embeddedness was viewed as a positive factor for innovation 

performance. Different types of ties and their quality are two separate matters, which can be 

studied together and apart. The literature shows that both types of ties and their qualities 

have various effects on the firm. 
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Figure 1: Types of ties visualized 

 

Above Figure 1 visualizes types of ties as a picture of a network. The diagram illustrates the 

types of ties that contribute to network embeddedness for both firms and entrepreneurs. At 

the centre of the network, a firm interacts with multiple connections for example local 

clusters, national networks, and international networks. These connections include 

relationships such as customers, suppliers, manufacturers, and distributors, highlighting the 

range of business relationships that are important for the firm's operations. Additionally, the 

firm is embedded with institutional bonds. 

For entrepreneurs, the network extends to personal and family connections, including 

employees, family members, friends, and acquaintances. These relationships form the social 

backbone of the entrepreneur's network, influencing their business decisions and strategies. 

Political connections also come in play, offering access to information within the political 

environment. The diagram also highlights the internal structure of multinational enterprises, 

showcasing the connections between parent companies, daughter companies, and 

subsidiaries. These relationships illustrate the dual embeddedness that allows firms to 

leverage both local and global resources, enhancing their competitive advantage and 

innovation capabilities. Overall, the diagram shows the diverse and interconnected nature of 

network embeddedness, emphasizing the importance of a wide array of ties in shaping 

economic behaviours and outcomes.  
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3  Research design and methodology  

This chapter describes the research methods and data collection process used in the study. 

The research design of this study is qualitative, using a case study approach. The data 

collection for the thesis included interviewing few key persons from the case company, 

which has significantly internationalized in recent decades. This research focuses on family 

businesses that are SME sized, thus the company interviewed was chosen. 

 

3.1  Research context and case description 

The case company is an example of a family firm that has grown from a relatable small actor 

to a bigger international company. The case company's story is a remarkable journey from a 

small operation in a barn to an international success. The company has always been a family 

business, with the founder juggling multiple ventures at the time of establishing the 

company. Using the resources acquired from one successful venture to invest into the growth 

of the case company, one of the key competitive advantages of the company in the past can 

be attributed to this capital infusion, which enabled investments leading to substantial 

returns. Over the first decade, the company experienced an average growth rate of 70% per 

year, with annual growth figures ranging from 50% to 90%. Successfully, within roughly a 

decade and a half, the company expanded into a fully international player in the traditional 

construction industry, thriving in rapid internationalization profitably. 

The company's internationalization journey began in the 1990s. By the end of the 2010s, it 

was actively establishing subsidiaries across Europe and globally. Its end-customers include 

architectural firms, engineering companies, construction firms, concrete product factories, 

and investors. The company's leadership team and board represent a diverse range of 

nationalities. While the industry itself is conservative, the company's products are 

innovative, setting it apart in the market. The company has received recognition for its 

successful internationalization efforts in the form of awards and accolades. 
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3.2  Data collection methods 

The research methods used in this study are a qualitative case study and a literature review. 

From the substantial amount of previous literature about the notion of network 

embeddedness, the relevant information to the research question was derived, and explored 

in the theory section of this study. This information gives the research a base understanding 

of the network embeddedness for the internationalization, which is utilized in the case study 

part of this paper. As for the case study part of this thesis, in addition, to gathering material 

through interviews, extensive written materials provided by the case company were 

examined to gain perspective on the matter.  

According to Farquhar (2012), case study research is used to gain understanding of causes 

for phenomena in real-life context. Theoretical understanding is necessary because it is usual 

that boundaries between phenomenon and context might not be observed clearly, or they 

might not be evident. In business case studies, the goal is to comprehend why certain 

phenomena happen in various scenarios and to identify the related factors and relationships.  

Case studies involve empirical research, where data collection and analysis are essential for 

grasping the underlying causes and connections. (Farquhar 2012) 

The data for this qualitative study was collected from two in-depth interviews and from 

previous literature regarding the case company. The interviews with highly acknowledged 

company personnel were chosen for this study to get more perspective and detailed 

information about the company's internationalization to support existing literature. The 

interviews were held with the company's founder and with the company's current CEO. 

These persons were chosen for the interviews for their deep understanding of the company's 

history and economics.  

The two interviews had different questions to get detailed information about the influence 

of network embeddedness for internationalization in different stages of the company's 

history. The first interview with the company's founder focused on the start of the company 

and on how network embeddedness was present in the early stages of the company's history. 

The other interview with the company's current CEO focused on how the company's 

internationalization has evolved from the beginning and what have been the causes behind 

the growth of international networks.  
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3.3  Data analysis methods 

The data that was collected from the interviews was analysed by using the thematic analysis 

method. Thematic Analysis explained by Clarke and Braun (2017) is a method used to 

identify, analyse, and interpret patterns or themes within qualitative data. Unlike other 

qualitative methods, thematic analysis is a flexible tool that isn't tied to any specific 

theoretical framework, making it adaptable to various research paradigms. (Clarke et 

al., 2017) 

The interviews were in-depth conversations held online via Microsoft Teams and later on 

transcript into text. The transcript was read and separated into different themes relating to 

the research topics using thematic analysis methods. The data is examined further in the 

empirical part of this thesis.  

 

3.4  Reliability and validity 

The number of interviewees is small, but the persons interviewed were chosen strategically, 

in order to gain essential perspectives and ample insights on the research topics. A 

customized set of questions was prepared and used for each interview. This ensured that 

relevant topics were covered with each interviewee, maximizing the desired data collected. 

Interviews were conducted through teams, recorded and transcribed. This process minimized 

the risk of losing important details and ensured that the data was accurately captured. 

In this study, the strategy of triangulation was employed to ensure validity. Although the 

primary data source was the two in-depth interviews, triangulation was used by cross-

referencing the interview data with company documents and written materials. This helped 

to verify the information provided by the interviewees and ensured a comprehensive 

understanding of the context. By implementing these measures, the reliability and validity 

of this study were addressed, ensuring that the findings are both credible and dependable. 
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4  Network embeddedness in the internationalization of the case 

company 

In this chapter the empirical findings of the study are presented and analysed. The data was 

collected and examined to address the central research question and objectives posed in the 

earlier parts of this thesis. The empirical part of this study offers meaningful conclusions 

based on real-world occurrences. Through this empirical investigation, the thesis aims to 

shed light on the facets of the research topic, ultimately contributing to broader knowledge 

in the field. Information from the interviews and written materials provided by the 

interviewees have been combined in the findings. 

 

4.1  First international markets of the case firm 

In the initial stages of its expansion strategy, the case company had originally envisioned 

entering the Eastern markets, particularly in Russia. Preliminary efforts were made to 

evaluate the feasibility of this venture, but a brief survey of potential customers revealed its 

unprofitable nature. At the time local interests seemed to lean more toward Western 

consumer goods rather than construction materials. The company had previously made small 

exports to Sweden during the earlier decades. Subsequently, the company then redirected its 

attention toward Sweden as a possible market. A specialized representative was dispatched 

to Stockholm to investigate the prospects of a local construction firm situated in Norrköping, 

to incorporate the case company's product line into its local selection. An important 

development in this effort was the identification of a key individual within the Swedish 

company, who effectively assumed the role of the case company's sales representative in 

Sweden. And so, a valuable network was established. 

These events took place approximately in the year 1993, with the expansion of export trade 

to Sweden commencing at a modest pace. The decision to explore international markets was 

primarily initiated by domestic economic conditions in Finland during the 1990s. The 

Finnish economy was affected by a period of recession, which had a negative impact on the 
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domestic market. The construction industry in Finland faced a severe downturn following 

the post-boom era, prompting the case company to consider diversification into foreign 

markets as a strategic risk mitigation approach. 

A significant turning point in the company's internationalization efforts was the recognition 

of its main product with a prestigious award in the construction industry. This amplified the 

product's visibility and generated interest in foreign markets. The main product, 

characterized by its innovative design, caught attention among Swedish engineering firms 

as a novel solution. The individual who served as the case company's representative in 

Sweden proved to be highly successful in promoting the product in the Swedish market. At 

the time, the founder of the case company had a separate firm solely for the main product, 

and it was this firm which technically had just internationalized. Since then, the smaller firm 

became part of the case company again. 

It soon became apparent that the representative model was suboptimal for the company's 

international expansion endeavours. The representative's personal objective was to secure 

the highest possible price from customers, while the company aimed to achieve sales 

volume. Additionally, the company lacked visibility into the pricing strategies employed by 

the Swedish company when selling the product to its customers. The reseller model was 

geared without incentivizing the development of a sustainable, long-term market presence. 

Consequently, the company made the strategic decision to terminate the representation 

agreement and establish its own firm in Sweden. The same individual who had previously 

represented the case company in Sweden, now assumed the role of managing director for the 

new firm, marking a milestone in the company's internationalization strategy. 

The second foreign market which the case company entered was Norway. The same 

individual who was initially dispatched by the company to explore international markets in 

Sweden, embarked on his next venture to Norway. In Norway, he came across a small 

enterprise operated by a single individual, specializing in importing steel components from 

Germany. The case company first acquired a portion of this enterprise and later completed 

the full acquisition, rebranding it as the case company’s Norway branch. Before the 

acquisition, in the year 1999, a local person was appointed in a leading role for the 

Norwegian company. Two employees from Finland had trained the person to better 

understand the company’s products. This new hire had quickly identified the pivotal product 

to focus on in the Norwegian market. 
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The entry into the Norwegian market occurred around 1999-2000, with the year 2000 

registering financial losses. However, by 2001, the prospect of achieving break-even status 

began to emerge. The company's operations in Norway started to turn profitable, driven by 

a significant transaction involving the main product. The person operating in the leading role 

in Norway had prior affiliations with a major Nordic construction firm. This connection led 

to profitable sales when he introduced the case company’s products to engineers working 

for the said construction company. The person then assumed the role of the Norwegian 

company's CEO, and substantial growth initiatives were set in motion. 

Third in line for the international expansion was Denmark. The previously mentioned 

individual from Sweden also played a key role in opening doors to Denmark. In Denmark, 

business was already somewhat thriving as deals had gone through and the company got to 

be a part of large-scale construction projects in various Danish cities. During one meeting 

with a local client, a leading company employee from Finland had the opportunity to meet a 

local competent person, in whom potential showed. This individual was approached with a 

job offer and they eventually became the operations manager for the company that was set 

up in Denmark. 

 

4.2  Adding networks and continuation of internationalization 

The name of one individual stands out in the context of the company's initial steps towards 

internationalization. This person joined the company as an intern and was tasked with the 

mission of expanding operations to Germany. Rumour has it that the idea was initially 

thrown around as a joke, but the individual took it seriously. Soon, the company's products 

were being manufactured in the modest facility owned by the person's parents in Germany. 

In 1997, a subsidiary was established in Germany, with the same individual assuming the 

role of its CEO. During the internship, this person had the autonomy to decide how the entry 

into the German market would be prepared and what type of calculations would be most 

prudent. Market research had indicated that Germany posed one of the most challenging 

construction product markets in Europe, given the presence of major local players and a 

strong tradition of favouring domestic products. Products from Germany were also sold to 
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neighbouring countries, such as Austria, where a Finnish expert was involved in the 

construction of a local factory, facilitating product sales. 

A similar Finnish connection led to the next significant project in the German market. 

Memoirs recount that the German subsidiary grew faster than those in other countries. 

Subsequently, the individual who spearheaded the company's expansion into Germany left 

the company and established their own business in Germany. Initially, products in Germany 

were crafted piece by piece in the workshop owned by the aforementioned individual's 

parents. This marked the beginning of the company's production in Germany. Later, in the 

new millennium, additional local staff were hired for the German subsidiary. Some of these 

individuals are now in leadership roles within the German branch. The individual responsible 

for the expansion into Germany led the German operations from 1997 to 2013, after which 

two local talents have led the operations since 2015. 

The current CEO, the founder of the company, and the CEO at the time visited Lithuania in 

the fall of 2005. During the deliberations on acquiring a local factory, two local key 

individuals were identified to be brought on board in the company's operations. The factory 

was acquired and production commenced in 2013, with local personnel in charge. The key 

individuals became involved in the company’s Lithuania subsidiary as minority shareholders 

in the business. In 2017 another factory was established in order to cater for the increasing 

demand. 

In Slovakia, the company acquired a factory in a small local village, where products for the 

Central European markets began production. This marked one of the early decisions of the 

company's new era. One of the key hirings during this new era was a person who became 

responsible for production at the company’s Slovakian factory. The now CEO of the 

company, at the time working in other roles had acquainted himself with the local individual 

through previous work and recognized him as the right person to drive production upward. 

Adequate production facilities were constructed, and production across Europe started to run 

smoothly. In later years, the development of the company’s Slovakian business was 

influenced by local personnel in the 2010s, with two new individuals joining. In 2016, 

Slovakia welcomed a new country manager from among the existing employees. 
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4.3  Modus operandi 

The case company's growth potential came true when the owner family started to actively 

engage in the business in 2005. In the fall of 2005, the current CEO accelerated the 

internationalization efforts. Subsidiaries were established, production commenced in 

Slovakia, the factory in Lithuania was acquired and adapted to the company’s needs, and the 

story goes on. Internationalization had began with a cautious approach: local partners in 

target countries were secured with the aim to bring products to the local markets. For 

instance, in the UK, the company partnered with a traditional large supplier, gaining access 

to a significant project. However, it was observed that the local representative's commitment 

to the partnership ended with product delivery, which did not align with the company's 

concept of proper customer service. Internationalization through this method proved 

unreasonable in the long run. The old distribution agreements got terminated, and sales were 

brought to be done in-house. 

Once the first foreign sales companies were established, more were set up in markets one 

after another. The typical setup included two individuals: a country manager responsible for 

sales and a supporting structural engineer. If someone competent was already known in the 

target country, they were approached to become the country manager, and local recruitment 

consultants were employed to find people for other roles. As multiple subsidiaries in 

different countries were formed, a standard model emerged. By the end of 2007, the 

company had subsidiaries in sixteen countries, in addition to Finland. Along with previously 

established operations in Norway, Sweden, Denmark and Germany, there were now 

operations also in Spain, Slovakia, the Czech Republic, Italy, Lithuania, Austria, the Benelux 

countries, Russia, Poland, the UK, Estonia, and Canada. The company’s revenue had almost 

tripled in three years, with an average annual growth rate of 40 percent. These numbers were 

achieved even though some of the new business ventures were still just starting. 

 

4.4  Internationalization and networks in the new era 

In 2006, the company initiated operations in Russia, marking the beginning of an expanding 

customer base. Particularly, clients were found among Western construction companies that 
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had commenced operations in Russia in the early 2000s. These construction firms were 

inclined to purchase familiar products they were accustomed to using. To cater to this 

demand, a dedicated subsidiary was established, ensuring swift availability of the most 

sought-after products through local stock. In 2009, a modest-scale production was also 

started in Russia. In later years the Russian unit has been placed under the leadership of the 

executive who led the Norwegian unit. However, the same local manager in Russia has 

continued in the role. In 2018, a new factory was opened in St. Petersburg, with the aim of 

manufacturing products for both the Russian and Nordic markets. Another sales office has 

also been established, this time in Moscow, further solidifying the company's presence in 

the region. 

The decision to capitalize on market opportunities in China arose from the growth of the 

country’s economy and the potential threat of product imitation. Initially, the company 

procured a few products from local subcontractors, but the delivery times were deemed 

excessively long compared to the company's standards and service requirements. 

Consequently, the company opted to invest in the equipment and raw materials of a specific 

subcontractor, and an experienced employee was dispatched to collaborate with the partner. 

One of the objectives was to increase the production of the local company. 

Circumstances led to another company representative venturing to China to establish a 

subsidiary with a complete factory setup. Eventually, the company's factory in China was 

opened in the summer of 2011. The initial phase of the plan in China involved initiating 

production in the country, followed by the second phase focused on selling to a new target 

market within China. 

In 2020, a factory was established in Saudi Arabia, marking a new opportunity for the 

company, as it had some prior trade engagements in the Middle East. The planning phase 

for the factory was extensive, with the intention of forming a joint venture with a local 

conglomerate. The vision was for the company’s unit serving the Persian Gulf region to own 

50% of the factory. The strategy involved entering the market initially with general products, 

followed by the company's innovative flagship items. 

The agreement to establish the joint venture in Saudi Arabia was reached in 2008, initiating 

the construction of the organizational framework. Sales representatives visited prospective 

clients, however, the progress was slower compared to the company’s other international 
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expansion initiatives. Only a few small deals were negotiated. Then came the financial crisis 

of 2008, altering the landscape. Challenges emerged in the joint venture's operations, 

primarily related to financial difficulties, which were then addressed by a Lithuanian 

engineer dispatched to the site by the case company. 

The new factory project was eventually executed in 2020 under the leadership of the CEO 

of the company’s unit operating in the Persian Gulf region. The Emirati facility distinguishes 

itself from the company’s European counterparts as it exclusively produces items that the 

company directly sells in the Persian Gulf area. Rather than emphasizing production volume, 

flexibility became crucial, as adaptability is required to manufacture products according to 

changing needs. The products manufactured in the United Arab Emirates have been exported 

for example to significant projects in India, reflecting the region's growth potential and 

logistical opportunities in the eyes of the company. 

 

4.5  Networks throughout the internationalization 

In comparison to the beginning phases of internationalization, changes have unfolded within 

the networks of the company, with individuals leaving its service while new faces have been 

brought on board. New key persons have been discovered through various connections. In 

2016, a new individual in Finland joined the company to lead the sales department. This 

person initiated a transformation, steering the company's sales towards a model aligned with 

internationally operating organizations. 

Even in recent years, the current CEO has encountered individuals in various international 

contexts who, based on their qualifications, have found their way into key positions at the 

company. At times, a skilled contributor was found, but the market for operating was wrong. 

This was the case for example in Belarus, where, despite the competence of the person 

leading the operations, a more suitable role was found for them overseeing business in South 

Korea. 

In Canada, the CEO responsible for North American operations hails from the French-

speaking region of Canada. After spending a sabbatical year in Europe, the person chose to 

intern with the company. Upon returning to Canada, the company and the individual's family 



37 
 

established a joint venture for the Canadian unit, with the same person assuming its 

leadership. Business gradually picked up, and a factory was even established in the United 

States. However, manufacturing in the U.S. proved to be unprofitable, leading to the 

adoption of an outsourcing model in North America, where products are sourced from local 

manufacturers. 

When asked about his philosophy on managing an international network, the current CEO 

responded that he does not fundamentally distinguish between a network and an international 

network. Given Finland's small size, it is assumed that any network must be international by 

default when pursuing growth and international markets. The CEO emphasizes the 

importance of expanding networks, particularly international relationships, as a key factor 

in growing the company. 

 

“If the aim is to grow the company, it is presumed that this happens through international 

networks.” - CEO of the company 

 

The discussion then shifted to the three most important markets and how they have 

developed during the CEO's tenure, which began around 2005. At that time, the current CEO 

started pushing for international expansion on a larger scale alongside the then-CEO. A few 

key target countries were selected, which have since grown into the company’s largest 

production markets. The CEO also noted that international growth has occurred mostly 

organically, with very few acquisitions. 

The CEO identifies Europe, particularly Germany, as one of the most important international 

markets. Despite the high competition, being active in these markets is seen as essential, and 

the region is targeted for large overall deals. Germany is a significant market in terms of 

sales. Outside Europe, the CEO highlights North America, where the company has recently 

made significant strides and considers it extremely important for the future. The strategy in 

North America differs from the company's usual approach, as it employs a contract 

manufacturing model there. The third most important market mentioned by the CEO is Asia, 

especially China, where there has been observed significant growth potential. 
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When it comes to current state of internal and external networks, the CEO notes that the 

company's internal employee network is continuously expanding and evolving. He also 

describes the typical external network, which includes for example stakeholders, 

universities, customers, industry organizations, competitors, and ambassadors, and 

underlines the highly diverse nature of the network. In addition, recent internationalization 

projects have involved collaboration with intermediary organizations, as such cooperation 

and political relationships facilitate smoother operations with certain countries. 

Regarding the maintenance of international networks, the CEO explains that he and the sales 

director are in close contact with various parties. The CEO considers the time investment 

and relationship maintenance crucial for business, as it provides the organization with 

valuable information and a better understanding of the overall picture. He describes his 

personal networks as extensive and very strong, noting that even competitors are eager to 

engage with him in hopes of obtaining high-quality information. 

 

4.6  Summary of the findings 

Observing the case company's early internationalization efforts through the lens of network 

embeddedness reveals a strategic use of personal and business networks. The company's first 

attempt to enter the Eastern markets was abandoned due to unprofitable prospects identified 

through preliminary market research. This decision to pivot to Sweden demonstrated an 

inherent understanding of the importance of evaluating and leveraging potential networks. 

By dispatching a specialized representative to Sweden, the company began establishing key 

business relationships. The identification of an important individual within a Swedish 

construction firm, who later became the company's sales representative in Sweden, 

illustrates the early formation of a valuable business network. 

In Sweden, the network embeddedness was initially driven by a single representative who 

connected the company with local businesses. This person acted as the primary node through 

which the company interacted with the Swedish market. However, the limitations of this 

model soon became apparent, particularly in terms of price control and long-term market 

presence. Recognizing these challenges, the company transitioned to a more direct approach 
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by establishing its own firm in Sweden, enhancing its network embeddedness by 

incorporating deeper and more controlled ties within the local market. 

During the expansion phase, the case company's network embeddedness evolved as it 

entered new markets like Norway and Denmark. The use of existing networks to explore and 

establish operations in these countries highlights a strategic expansion of embeddedness. In 

Norway, for instance, the acquisition of a local enterprise and the integration of key 

individuals into the company’s operations significantly strengthened the company's local 

network. This move allowed the company to tap into established relationships and market 

knowledge, facilitating a smoother and more effective market entry. 

The company's expansion into Germany marked a significant evolution in its network 

embeddedness. By leveraging an intern’s local connections, the company established a 

subsidiary that quickly gained traction despite the competitive and challenging market 

conditions. This period saw the company enhancing its network embeddedness by not only 

relying on individual connections but also by building a local production base and expanding 

its internal network with local hires. These actions deepened the company's integration into 

the German market and laid the groundwork for growth. 

In Lithuania and Slovakia, the company’s strategy of identifying and incorporating local key 

individuals into their operations further exemplified the evolution of its network 

embeddedness. These hires, who became minority shareholders and local managers, played 

important roles in navigating regional markets and establishing production facilities. The 

company's ability to leverage local networks and integrate them into its broader 

organizational structure demonstrates a mature approach to network embeddedness, where 

both internal and external ties are effectively utilized to support internationalization. 

In the mature phase of internationalization, the company refined its network strategies to 

maximize growth and operational efficiency. Establishing a factory in Saudi Arabia through 

a joint venture with a local conglomerate underscores the importance of local partnerships 

in enhancing network embeddedness. Despite the challenges posed by the 2008 financial 

crisis, the company’s ability to adapt and maintain a presence in the market highlights its 

strategic use of networks to navigate complex international landscapes. The company's entry 

into China further illustrates the importance of network embeddedness in international 

expansion. By investing in local production capabilities and establishing a subsidiary, the 
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company embedded itself within the local market, ensuring better control over production. 

This approach not only facilitated market entry but also positioned the company to leverage 

local networks. 

Throughout these phases, the company's internal and external networks have continuously 

evolved. The appointment of a new sales department leader in Finland and the recruitment 

of competent individuals in key positions across various markets underscore the dynamic 

nature of the company’s network embeddedness. These strategic hires and the use of local 

recruitment consultants reflect an ongoing commitment to strengthening both internal and 

external networks to support international growth. The current CEO's perspective on 

managing an international network emphasizes the importance of viewing networks as 

inherently international. The CEO's extensive personal networks and proactive engagement 

with various stakeholders highlight the role of maintaining strong, diverse connections. 

These networks provide valuable insights and facilitate the company's ability to adapt to 

changing market conditions and capitalize on new opportunities. 
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5  Discussion and conclusions  

This thesis was inspired by the lack of a united definition for the concept of network 

embeddedness in the academic field. Therefore, an important contribution is to address the 

issue of the lack of a clear definition for the concept and propose a more holistic definition. 
The case study is meant to support the analysis of network embeddedness with a fruitful case 

company, catering to the need to study the concept in the context of internationalization. 

Understanding of positive affects in SME internationalization gained through network 

embeddedness can be timely and useful for many companies, especially family-owned ones.  

Before conducting the literacy review, one prior hypothesis was that international ties would 

have been overlooked in the definition of network embeddedness. However, it turned out 

that international ties were often counted for, at least indirectly. The concept of dual 

embeddedness, particularly relevant for multinational enterprises, for one does typically 

include foreign ties as well. It highlights the simultaneous embeddedness within the local 

context of the host country and the broader international context of the parent company.  

This study focused on the wide-ranging concept of network embeddedness, aiming to 

establish a comprehensive definition that encapsulates the various dimensions and 

implications highlighted by previous literature. To summarize some of the essentials parts 

of the literature review, it could can be said that network embeddedness refers to the degree 

to which economic behaviours and outcomes are shaped by the intricate web of relationships 

within social, business, and institutional networks. The concept considers the interconnected 

nature of entities, emphasizing how diverse ties influence strategies, operations, and overall 

performance. (Granovetter 1985, Halinen and Törnroos 1998, Munjal and Pereira 2015) 

Network embeddedness can be understood through several key dimensions, such as the types 

of ties related to the notion. This thesis suggests that an optimal definition for network 

embeddedness broadly recognizes multiple types of relationships. This idea is expanded on 

in the following chapters by discussing the types of ties. 

Personal relationships of the entrepreneurs and other related persons are important to 

include, as economic actions are deeply rooted in interpersonal connections. These personal 

ties form the basis of trust and cooperation, significantly impacting economic behaviour and 
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decision-making processes	(Granovetter 1985, Sigfusson and Harris 2012). On the contrary, 

business relationships, as the relationships between firms, including those with suppliers, 

customers, and competitors, are crucial. These business networks influence industry 

dynamics, competitive advantage, and the evolution of business practices. (Holmlund and 

Törnroos 1997, Courage et al. 2020) 

Family connections are important, especially in the context of family-owned businesses, as 

family ties play a pivotal role in shaping business operations, ownership structures, and 

strategic directions. These connections often influence the firm's approach to 

internationalization and succession planning.	 (Astner 2020, Schwens and Kabst 2009) 

Institutional bonds such as relationships with institutions, for example universities, research 

organizations, and government bodies are vital for accessing resources, fostering innovation, 

and gaining critical information. These ties facilitate collaboration and support within the 

institutional framework. (Welch and Wilkinson 2004, Dezi et al. 2021) 

Local networks must not be forgotten, as embeddedness within local communities and 

clusters enhances a firm's access to localized resources and innovation capabilities (Al-

Laham and Souitaris 2008).	These networks provide a supportive environment that can 

bolster a company's performance and adaptability (Fletcher and Barret 2001).	National 

networks or connections, including those with business associations, industry groups, and 

governmental organizations, are essential for navigating domestic markets. These ties help 

firms understand and respond to national market dynamics and regulatory environments.	
(Mazzola et al. 2015, Holmlund and Törnroos 1997) 

Foreign relationships and international ties are crucial for firms operating in global markets. 

These relationships include connections with international business partners, foreign 

subsidiaries, and global institutions, enabling firms to leverage global resources and 

knowledge. (Li et al. 2017, Meschi and Wassmer 2013)	As the case company’s CEO 

mentioned, he doesn’t really differentiate between networks and international networks, as 

he views international relationships in such a key factor that the networks inheritably must 

contain them. This can be a sign of the new norm where international ties are naturally part 

of a growing firm’s networks. While this can be the case for at least firms in phases of 

internationalization, it could still be necessary to specify on international relationships in 

connection to the concept of network embeddedness. 
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To conclude with the types of ties, connections with intermediary organizations facilitate 

interactions and collaborations among different entities, enhancing network benefits	(Rocha 

et al., 2020). On the other hand, political connections and relationships with political entities 

and actors provide access to resources and information, influencing business strategies and 

corporate behavior. However, these ties also create dependencies and can introduce 

vulnerabilities. (Welch and Wilkinson 2004, Lattemann et al. 2017) 

The quality of the ties in network embeddedness also emerged as an important aspect from 

the articles. It is concluded that effective network embeddedness provides numerous 

benefits, including improved access to resources, enhanced information flow, and 

strengthened strategic positions. (Wang and Lv 2023)	Yet, it seems to be essential to balance 

embeddedness levels to avoid over-embeddedness, which can lead to difficulties and 

diminished performance (Mozumar et al. 2019, Andersen 2013).	Overall, it can be noted that 

optimal levels of network embeddedness enable firms to adapt to changing environments, 

foster innovation, and achieve growth. 

In conclusion, network embeddedness is a versatile concept that encapsulates the diverse 

types of relationships and their profound impact on the firm’s economic actions. Network 

embeddedness highlights the importance of strategic positioning within various networks to 

leverage resources, foster innovation, and sustain growth. Understanding and optimizing 

network embeddedness could be regarded as crucial for firms aiming to thrive in increasingly 

interconnected and dynamic economic landscapes. Therefore, this thesis suggests that the 

definition for network embeddedness would take into consideration various types and 

qualities of ties. On the basis of the extensive literature review and the empirical case study 

in special, this thesis defines network embeddedness for internationalization as follows: 

network embeddedness comprises personal relationships, business relationships, family 

connections, institutional bonds, local networks, national networks, foreign relationships, 

intermediary organizations, and political connections. The quality of ties could as well be 

incorporated to the concept definition, as their different natures offer different effects. 
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5.1  Theoretical contributions 

This thesis contributes to literature (Granovetter 1985, Al-Laham et al. 2008, Alajoutsijärvi 

et al. 1995, Achcaoucaou et al. 2014, Rocha et al. 2020) by extending research on the 

definition of network embeddedness. Despite the extensive prior literature on network 

embeddedness, several gaps have remained. Previous research has often focused on specific 

types of relationships or limited geographical contexts, leaving a need for a more 

comprehensive and integrative understanding of the concept. This study addresses these gaps 

by providing a definition of network embeddedness that includes various types of ties and 

their interconnections across different contexts and scales. 

In this study the use of the concept of network embeddedness has been profoundly explored 

and the notion has been examined from various perspectives. The range of definitions for 

the concept is deemed to be quite large, but from the existing definitions has now been 

rendered a suitable and comprehensive meaning. By offering a new way for describing the 

concept, this thesis aims to make progress for the network embeddedness literature and 

encourage the research for a clear definition. A suitable meaning is truly possible to be found 

for the concept. 

 

5.2  Practical implications, limitations of the study and further research directions 

The study of network embeddedness is important for businesses looking to expand 

internationally. Companies can utilise different types of connections, for example 

relationships with other companies, personal and family ties, and connections with 

institutions and politicians, to drive growth in new markets. By understanding how these 

networks effect different stages of internationalization, companies can make better decisions 

about entering new markets, use their resources more wisely, and handle risks more 

effectively. For example, the case company found that setting up their own subsidiaries was 

better than just relying on local representatives.  

For policymakers, the study shows that it's valuable to support firms on the brake of 

internationalization in building networks. This can be done by funding participation in 
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international trade fairs and networking events, making it easier for companies to set up 

foreign branches, and encouraging partnerships between local and international companies. 

Creating a friendly environment for building and using these networks can help companies 

deal with the challenges of international markets more effectively. By promoting 

collaboration and knowledge sharing, policymakers can help domestic companies become 

more competitive globally.  

This study like all others has some limitations. When it comes to researching the definitions 

for the concept of network embeddedness, the pool of articles discussed is limited, as the 

length of this thesis needs to be well-proportioned. Thus, the articles chosen for this study 

represent some definitions and descriptions, but a larger study including more literature 

could provide for new perspectives not accounted for in this thesis. 

Additionally, as a suggestion for future research, the dynamic nature of embeddedness, 

particularly in the context of rapid globalization and technological advancements, has not 

yet been and could be fully explored. This study also suggests further researching the effect 

of network embeddedness in SME internationalization, and especially on different phases of 

the internationalization. Researchers can build on these findings to examine how different 

types of ties influence internationalization in various contexts, providing more nuanced 

insights. 
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Appendix 1. Interview questions 

-In what year and why did the company's international sales start, for which market, what 

was the operating method? 

-Who were the key people who made it possible to enter the market? What role did each 

person play and where were they found? 

-What kind of new network relationships have arisen for the respective of international 

market alongside the original international network? Why has the network expanded / 

remained unchanged? 

-Were domestic actors involved? What kind and how? 

-What was the second international market and when did you go there? What was the modus 

operandi? 

-Who were the key people who made it possible to enter the market? What role did each 

person play and where were they found? 

-What kind of new network relationships have arisen for the respective of international 

market alongside the original international network? Why has the network expanded / 

remained unchanged? 

-What was the third international market and when did you go there? What was the modus 

operandi? 

-Who were the key people who made it possible to enter the market? What role did each 

person play and where were they found? 

-What kind of new network relationships have arisen for the respective of international 

market alongside the original international network? Why has the network expanded / 

remained unchanged? 

-What are the three most important international markets at the moment? Why these? What 

are the operating procedures in each market? 

-How and when did you go to each market? Who were the key people who made it possible 

to enter the market? What role did each person play and where were they found? 



 

-What kind of new network relationships have arisen for the respective international market 

alongside the original international network? Why has the network expanded / remained 

unchanged? 


