Copyright is owned by the Author of the thesis. Permission is given for
a copy to be downloaded by an individual for the purpose of research and
private study only. The thesis may not be reproduced elsewhere without
the permission of the Author.



THE INTERNATIONALISATION OF THE MICRO-ENTERPRISE FROM A
SOCIAL EXCHANGE RELATIONSHIP BUILDING PERSPECTIVE

A thesis presented in partial fulfilment
of the requirements
for the degree of
Doctor of Philosophy
in Marketing
at Massey University

Paul Antony Pickering

2005



Acknowledgements

This thesis could not have been completed without the guidance, support and
understanding of many individuals, some of whom selflessly dedicated hours of their
time to improve the product, and others who offered reassuring words when I was stuck

in the “slough of despond”.

The greatest debt of gratitude must go to my supervisor, Dr Russel Kingshott, whose
hands on approach and infectious optimism kept me on track to completion. His
professionalism and demand for academic rigour were tempered by compassion,

humour, and one-liners such as - “Stop trying to pluck hairs off eggs!”

Thanks are also owed to the following people for their encouragement and input;
Aaron, Anne, Brian, Carol, Chris and Nicki, Christine & Malcolm, Daniel, Danielle, Elyse,
Erica, Fid & Dev, Fiona, Gleb, Grant & Barb, Gurvinder, Harriet, Helen & Jenny, Henrik,
Henry, Jacs, Jelena, Jens & Lyn, Jenny, Jim & Cath, Josiah, Larry, Liz, Lynne, Mark, Mary,
Merv & Joan, Michelle, Nanette, Nitha, Oz, Peren, Samuel, Sandy, Richard, Ricky & Karen,

Roanne, Sharon, Shelley, Simon, Sylvie, and Toni.

Furthermore, appreciation goes out to the owners of the micro-enterprises that became
the focus of this thesis. Their willingness to discuss at length, often topics of some
sensitivity, greatly contributed to the quality of the findings and afforded a rich
understanding of the complex behavioural processes that drive this most diminutive of

internationalising firms.
| also consider myself extremely fortunate to have such a gracious and supportive
family who for the past few years have given me the space, often letting me off my

share of life’s normal duties, in order that I might write.

Finally, thanks are offered to God who has brought me this far by his grace.

This thesis is dedicated to the memory of my beloved grandfather,
Raymond “‘Jack™ Pickering, and a much admired “Uncle”, Sir
William Hayward Pickering, who in different ways inspired me to
reach my goals.




Abstract

The micro-enterprise (MCE) represents by far the largest category of businesses in most
industrialised economies but until now it has not been recognised as an important
participant in the foreign market. Much has been written about how larger firms
internationalise through the gradual acquisition of knowledge and resources, although
there is a paucity of literature on how the MCE exploits international markets often
despite the absence of such acquisitions. This thesis proposes that building a portfolio of
relationships is critical in facilitating both market entry and subsequent outcomes. A
more detailed investigation of this process helps reveal precisely how MCE

internationalisation is largely a function of its specific relationship building efforts.

Employing a multiple case study approach, in-depth interviews were held with founders
and directors from seven MCE’s, purposely selected from three main centres of
commercial activity in New Zealand. Interview participants were encouraged to provide
detailed longitudinal retrospections of their firm’s internationalisation journey, with a
particular emphasis on precisely how resource constraints were overcome during this
process. All interviews were recorded and transcribed, and together with other
confirmatory data sources, these formed the canon of evidence used for ongoing
analysis and interpretation. The whole research process was an iterative one with
observations made from earlier cases being challenged and refined through the
consideration of data from subsequent cases.

Several key findings emerged from this study. Firstly, internationalisation is of
considerable significance to the MCE in that it expands product and market
opportunities, improves operational competencies, and provides an outlet for the
achievement of both financial and relational goals. Secondly, key relationships
developed during this process include internal, manufacturer/supplier, distributor,
support, EPO, and end-user types. Thirdly, MCE’s gravitate towards adopting either a
social exchange (characterised by trust, commitment and social norms) or transaction
cost analysis (characterised by contractual mechanisms) approach to developing these
relationship types. Critical to this finding though and previously unobserved in the

literature, is that within the context of a social exchange or transaction cost analysis



approach, governance (bilateral or unilateral/market) may be observed as a separate
construct. Finally, the MCE adopting a social exchange approach overall achieves more
robust international outcomes particularly in respect to increased cost efficiencies and

new market opportunities.

Although no statistical inferences can be drawn from the findings of this study, some
important generalisations to theory can be made in respect to the manner in which small
firm internationalisation is currently modelled. It is suggested that this research has
begun to address the issue by proposing that the quality of relationships is central to the
success of the smallest of internationalising concerns. Specifically, sequential
knowledge, network, and resource based views, need to better incorporate the
moderating role that the relational paradigm has on international progress. To this end it
has been demonstrated that the precise underpinnings of the relationship can have a
determining effect on both the rate and cost of international progress. Furthermore,
managers may also benefit from these findings by improving both their relationship

filtering and nurturing processes.
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