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1. Abstract

This thesis examines the influence of social capital on the internationalization of family
firms amid the geopolitical challenges such as the Russia-Ukraine conflict. Initially, the
pandemic posed significant challenges to business operations, which were further compounded
by the war conflict and subsequent sanctions against Russia, creating obstacles for conducting
business both internationally and within the country. Through a qualitative case study of a
Russian family firm, the research investigates the development of social capital and its impact
on overcoming geopolitical hurdles. The findings suggest that both informal and formal social
capital are crucial for expansion. Informal networks within the organization bolster internal
strategies, while formal relationships with external parties enable market penetration and
growth. The study underscores the significance of social capital for family firms in turbulent
geopolitical climates, indicating that adaptive social networking can lead to successful
international ventures. It highlights how family firms can harness both existing and new social
networks to advance their internationalization ambitions, even when traditional means are

disrupted.

2. Introduction

Social capital in family firms represents an essential element for creating connections
and expanding into the international market. In particular, prior literature has shown that family
businesses leverage a distinct nexus of social capital characterized by trust, communication,
and a network of relationships that are both internally and externally focused (Arregle et al.,
2021; Debellis et al., 2021). Such firms operate within unique professional and familial
dynamics that contribute significantly to their longevity and economic impact (Chua et al.,
1999). Family firms are characterized by distinctive traits that influence their approach to
expansion, with social capital playing a crucial role in shaping their strategies. This social
capital is rooted in the family, fostering interactions, commitment, and a strong sense of unity
(Carr et al., 2011; Pearson et al., 2008). These factors include open communication, the
ambition for legacy, and emotional ties, as outlined by Cabrera-Suarez et al. (2015).

However, the conditions of the international context in which the company operates are
fundamental. In particular, when the geopolitical scenario becomes hostile, the commercial
consequences for the firms can be very harsh. Therefore, it is necessary to investigate how

family businesses can, through their social capital, manage to overcome such complexities.
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With the onslaught of the COVID-19 pandemic followed by the Russia-Ukraine conflict,
family firms in Russia are encountering unprecedented geopolitical complexities that disrupt
business as usual, both domestically and internationally. This study seeks to explore how
family firms utilize their inherent social capital to overcome these geopolitical challenges. As
global events reshape the business landscape, delving into how family firms' unique dynamics
can pivot to address and adapt to these changes is of utmost importance.

To this end, in this thesis, I develop an in-depth qualitative analysis of a family firm in
the unique context of Russia. Due to the current conflict with Ukraine and the consequent
geopolitical tensions with the US and EU, Russia represents an extreme case of international
market challenges for local family firms. The findings of my thesis suggest that both informal
and formal social capital are crucial for expansion, with internal networks bolstering strategies
and external partnerships enabling market growth (Yin, 2017). The research is designed to offer
a deep dive into the formation of social capital in its natural business environment, thereby
contributing to a more nuanced understanding of its influence in the face of geopolitical
challenges. This thesis will examine both primary and secondary data, investigating how
structured and organic interactions within social networks contribute to the firm's strategic

maneuvers through geopolitical barriers.

This study contributes three main points to the literature on family firm
internationalization. It elucidates the intricate interplay between social capital and network
theory in the context of family firm internationalization, exploring how family-specific
networks intertwine with broader social networks to shape internationalization pathways (Burt,
2001; Dymitrowski et al., 2019). It examines the influence of family goals, values on
internationalization strategies, and the prioritization of social-emotional wealth preservation on
the global expansion of family businesses (Arregle et al., 2017; Gomez-Mejia et al., 2007).
Furthermore, it delves into the complexities of family firm internationalization by investigating
how these firms navigate entry patterns, managerial competence, and institutional distance,
offering practical implications for family firm practitioners and policymakers alike (Chandra
et al., 2020). In general, this research endeavors to contribute to the current understanding of
how family firms exploit social capital as a strategic resource in times of geopolitical
disruptions. By delving into the creation, maintenance, and application of social capital within
the fabric of a family business, it elucidates the mechanisms through which such firms can
transcend the limitations often associated with internationalization, thereby offering a nuanced

perspective to scholars and practitioners alike in the realm of international business.
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3. Literature Review

3.1. Social Capital Theory

Social capital, much like other forms of capital, is an enduring resource that can be
invested in with the expectation of future benefits, though uncertain. By expanding external
relationships, individuals and groups can increase their social capital, leading to advantages
like improved access to information, power, and solidarity. Likewise, investing in internal
relations within groups strengthens their collective identity and ability to work together. Some
argue that social capital in larger social settings is an inherent endowment with deep historical
roots (e.g., Putnam, 1995), while others suggest it can be deliberately constructed under
specific circumstances (Evans, 1996; Sabel, 1993). It's important to note that, similar to other
forms of capital, social capital can have both positive and negative consequences for
individuals and groups, which will be discussed in a subsequent section.

First, in a similar vein to other types of capital, social capital exhibits characteristics of
both being "appropriable" (Coleman, 1988) and "convertible" (Bourdieu, 1985). Just as
physical capital can often be repurposed for different uses, albeit not always with equal
efficiency, social capital can be appropriated in the sense that an individual's network of
friendships, for instance, can be utilized for alternative objectives, such as gathering
information or seeking advice. Furthermore, social capital can be "converted" into other forms
of capital, meaning that the advantages stemming from one's position within a social network
can be transformed into economic or other types of benefits.

Second, among the various types of capital delineated by Bourdieu, economic capital is
the most liquid, readily translatable into human, cultural, and social capital. In contrast, the
"convertibility rate" of social capital into economic capital is comparatively lower. This
discrepancy arises from the fact that social capital is less fluid and tends to be more persistent
or "sticky" (Anheier et al., 1995; Smart, 1993).

Third, similarly to other types of capital, social capital can either serve as a replacement
for or work in harmony with other resources. In cases where it functions as a substitute,
individuals can occasionally compensate for a deficiency in financial or human capital through
their extensive network connections. However, more frequently, social capital complements
other forms of capital. For instance, it can enhance the effectiveness of economic capital by

diminishing transaction costs (Lazerson, 1995).



Fourth, similar to physical and human capital, but differing from financial capital, social
capital demands ongoing maintenance. Social connections must undergo periodic renewal and
reaffirmation; otherwise, they lose their effectiveness. Unlike physical capital but akin to
human capital, social capital doesn't follow a predictable rate of depreciation. This is for two
primary reasons. First, although it may diminish when left unused or subjected to misuse, it
doesn't deteriorate with regular use. Like human capital and certain types of public goods,
social capital usually grows and matures through utilization. For example, trust, a significant
source of social capital, tends to reciprocate and strengthen over time when demonstrated
today. Second, while contextual changes can occasionally render social capital obsolete
(Sandefur & Laumann, 1998), the rate at which this occurs is typically uncertain. Consequently,
even conservative accounting principles cannot accurately estimate a meaningful depreciation
rate.

Fifth, unlike many other forms of capital, some social capital resembles "collective
goods," not private property (Coleman, 1988). This is notably true for internal, bonding social
capital, which doesn't diminish in value when used by one person. However, unlike pure public
goods, it can be controlled and limited, excluding some individuals from a specific network of
relationships (Hechter, 1987). This dual nature of social capital presents challenges, including
free-rider issues and the potential for a "tragedy of the commons."

Sixth, Coleman (1988) has contended that social capital stands apart from other forms
of capital because it is situated not within individual actors but rather within their relationships
with other actors. In the realm of social capital, no single player possesses exclusive ownership
rights. Burt (1992) said: "If you or your partner in a relationship withdraws, the connection
dissolves with whatever social capital it contained." Building social capital necessitates mutual
commitment and cooperation from both parties, and its integrity can be compromised by the
defection of even one party.

Lastly, social capital sets itself apart from other assets referred to as "capital" by
economists because investments made in its development don't appear to be quantifiable or
measurable, even in principle (Solow, 1997). Even if we can measure the benefits arising from
social capital, labeling it as "capital" should be viewed metaphorically, especially when we

cannot quantify the effort expended in creating social networks.

3.1.1. Dimensions of social capital



Social capital is commonly examined through three dimensions: cognitive, relational,
and structural (Nahapiet and Ghoshal, 1998). The cognitive dimension encompasses resources
that foster shared representations, interpretations, and systems of meaning. These shared values
and norms encourage actors to prioritize mutual benefits and long-term collaboration over
immediate self-interest. The relational dimension focuses on the relationships that form within
a network through social interactions, involving elements like trust, obligation, and reciprocity
between actors. The structural dimension pertains to social capital derived from the network's
structural configuration, which facilitates socialization and generates collective benefits.

Cognitive social capital represents a facet of social capital that pertains to resources
fostering shared understandings, interpretations, and systems of meaning among individuals
(Nahapiet and Ghoshal, 1998). It encompasses the cognitive frameworks and systems of
meaning that manifest through common language and narratives (Davenport and Daellenbach,
2010). Cognitive social capital comprises the shared vocabulary and codes that underpin
effective communication (Gooderham, 2007). Originally, Nahapiet and Ghoshal (1998)
associated cognitive social capital with shared language and shared narratives. However, other
scholars have expanded its definition to encompass shared goals or vision, as well as shared
culture (Inkpen and Tsang, 2005). Unlike the structural dimension of social capital, which is
observable through tangible relationships, roles, rules, and procedures, the cognitive dimension
is intangible, focusing on the interpretations of a shared reality. This dimension can be related
to Bourdieu's theory of habitus (Bourdieu, 1986), which encompasses the dispositions,
reflexes, and behavioral patterns acquired through social interaction. It can also be connected
to Habermas' theory of lifeworld (Sitton, 2003), referring to the background environment of
competencies, practices, and attitudes that shape one's cognitive perspective. Cognitive social
capital is often manifested through the use of specific language and codes. For instance, certain
terms or phrases within an organization may hold different meanings or have no relevance
outside of that specific context (Ansari et al., 2012).

Relational social capital constitutes a dimension of social capital that concerns the
attributes and qualities inherent in personal relationships, including elements like trust,
obligations, respect, and even friendship (Gooderham, 2007). Within the relational dimension
of social capital, crucial components encompass trust and trustworthiness, social norms and
sanctions, obligations and expectations, as well as identity and identification (Nahapiet and
Ghoshal, 1998).

This dimension of social capital pertains to the nature and quality of relationships that

have evolved over a history of interactions (Lefebvre et al., 2016). It manifests through
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behavioral attributes such as trustworthiness, shared group norms, obligations, and
identification (Davenport and Daellenbach, 2011). Relational social capital primarily addresses
the emotional aspects of relationships by describing them in terms of interpersonal trust, the
presence of shared norms, and a sense of belonging with other individuals. It delves into the
characteristics and quality of networks or relationships (Cabrera & Cabrera, 2005). Nahapiet
and Ghoshal (1998) identified key components of relational social capital, which encompass
trust and trustworthiness (Fukuyama, 1995; Putnam, 1995), norms and sanctions (Coleman,
1990; Putnam, 1995), obligations and expectations (Burt, 1992; Coleman, 1990; Granovetter,
1985), and identity and identification (Hakansson & Snehota, 1995; Merton, 1968).

Structural social capital constitutes a facet of social capital that pertains to the
characteristics of the social system and the overall network of relationships (Nahapiet and
Ghoshal, 1998). This term encapsulates the impersonal arrangement of connections between
individuals or units. It encompasses the layout and arrangement of connections between people,
including the roles, regulations, established practices, and procedures that manifest from this
arrangement (Uphoff & Wijayaratna, 2000). Unlike other dimensions of social capital,
structural social capital is tangible and can be more readily observed. Structural social capital
denotes the network of individuals known to an individual, upon whom they can rely for
benefits such as information and assistance. It typically involves considerations of the density,
interconnectedness, hierarchy, and accessibility of the network of relationships within a
specific context, such as a group, organization, or community (Davenport and Daellenbach,
2011). Key aspects of structural social capital include the number of connections a person
possesses, the identity of these connections, and the strength of these ties (Taylor, 2007).
Researchers often employ a network approach to study structural social capital, which involves
plotting the frequency of interactions and resulting social distances among actors in a particular
firm or organizational field to create a diagram illustrating patterns of actor interaction
(Edelman et al., 2002). It has been examined from various angles, including tie strength,
centrality, network stability, and size (Lefebvre et al., 2016).

Overall, the perspective of social capital is particularly insightful for studying family
firms and has provided valuable insights into the unique behaviors associated with family

governance (Carr et al., 2011).

3.1.2. Social capital in the context of internationalization



For family enterprises, social capital enhances the internationalization journey by
impacting the acquisition of overseas market insights and financial support. This impact is
channeled through three social capital facets: cognitive, which relates to understanding and
shared narratives; structural, which is tied to the knowledge gleaned from network interactions;
and relational, which involves trust-based personal connections (Doornich, 2018). Such capital
is shaped by a framework of behavioral norms like trust, values, and reciprocity, and by
governance systems, providing the credibility essential for tapping into network resources
(Bourdieu 1986; Adler and Kwon 2002).

The know-how critical for international expansion is underpinned by these social capital
elements. A notable paradox is that high trust in established networks can dampen the
motivation to seek new information, thus hindering the acquisition of novel insights (Doornich,
2018). Literature underscores a distinction between strong (relational-cognitive) and weak
(structural) ties, highlighting weak ties' pivotal role in the nascent stages of international growth
(Pirolo & Presutti, 2010; Han, 2006). Additionally, Evald et al. (2011) delve into how social
capital shapes export ambitions, discovering that an entrepreneur’s network and their social
and human capital sway export considerations, rather than risk aversion.

In the realm of international business activities, social capital is indispensable, offering
information benefits like foreign opportunity awareness, learning from experience, and trust-
based relationships (Doornich, 2018). Gregorio et al. (2021) contend that social connections
and the stockpile of social capital bolster both the recognition and development of
opportunities, with a more pronounced effect on the former. Conversely, Filser et al. (2020)
argue that entrepreneurs leveraging their social networks' capital tend to excel in developing
these opportunities. Within this debate, weak ties are often seen as crucial for recognizing new

prospects (Filser et al., 2020).

3.1.3. Social Capital in Family Firms

In family businesses, social capital serves as a pivotal intangible resource, enhancing
their ability to navigate international markets (Arregle et al., 2007; Herrero, 2018). It empowers
firms to leverage otherwise unattainable resources (Nahapiet & Ghoshal, 1998) and
significantly supports their global ventures (Prashantham & Dhanaraj, 2010; Puthusserry et al.,

2020). Bridging social capital, which is external, includes the collective knowledge and
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expertise of both family and non-family directors that aid in resource acquisition in
international arenas (Burt, 1992; Sundaramurthy et al., 2014). It allows for acting as brokers to
garner external insights, navigating global operational barriers (Kirkels & Duysters, 2010), and
bringing organizational-specific expertise (Wagner et al., 1998).

Bonding social capital, the internal counterpart, is rooted in the interrelations among
family and non-family executives, aligning individual efforts for the firm's collective benefit
(Arregle et al., 2007; Barroso-Castro et al., 2016; Burt, 2000). Family structural capital,
embedded within the family hierarchy, is harnessed to pursue corporate objectives (Cabrera-
Sudrez et al., 2015). Enhancing this capital through professional advancement and integrating
multi-generational family members into the business promotes firm goals (De Massis et al.,
2015; Jaskiewicz et al., 2015).

This capital cultivates familial interaction patterns and unity (Carr et al., 2011; Pearson
et al., 2008), with Cabrera-Suérez et al. (2015) highlighting the importance of communication,
generational engagement, and emotional cohesion. These factors foster a common
understanding and meaning, crucial for intra-firm knowledge flow.

Family structural capital is aligned with family firms' inclination towards generational
knowledge continuity and opportunity pursuit, potentially refining the effectiveness of
entrepreneurial strategies (Hayton et al., 2011). The role of this capital as a novel knowledge
source varies as family firms evolve, with dynamics shifting between risk aversion and risk-
seeking behaviors influenced by performance and generational transitions (Berrone et al., 2012;
Gomez-Mejia et al., 2010), particularly concerning R&D and external knowledge absorption
(Chrisman and Patel, 2012). The diversity of knowledge is a key factor to consider for

sustaining long-term familial strategies (Patel and Fiet, 2011).

3.2. Network Theory

The social network theory of internationalization, which evolved from the Uppsala
model, argues that a business environment where a firm operates is not merely a simple
neoclassical setting with independent customers and suppliers. Instead, it constitutes a network
of relationships. Leveraging its existing relationships, a firm can tap into the external resources
of its partners, uncover new business opportunities, and enhance its international presence by
developing competences and capabilities with external support (Morrish & Earl, 2020).

The network approach delves into the internationalization processes of firms by

examining the relationships established by the firm, its entrepreneurs, or employees with other
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actors. It also considers internal relationships among the firm's actors (Dymitrowski et al.,
2019).

Within the literature on network theory, three predominant approaches are commonly
used to define networks. Firstly, networks are viewed as a "system of interrelated actors,"
which can include the firm's customers, suppliers, competitors, as well as the entrepreneur's
family members or friends. Secondly, networks can be defined based on the purpose of the
relationships, whether they are business or social in nature. Thirdly, some authors define
networks based on their structural characteristics, considering a network as a collection of two
or more interconnected relationships (Idris & Saridakis, 2018).

In line with Idris & Saridakis (2018), Wasdani & Mathew (2014) elucidate that
networks encompass three key elements: content, governance, and the pattern of exchanges
among members. Moreover, networks can exhibit reputational or signaling content, and their
patterns can involve direct or indirect connections. The governance of a network hinges on the
level of trust among the parties involved (Wasdani & Mathew, 2014).

The Network Theory elucidates how companies expand internationally by consistently
broadening their network connections with foreign individuals and firms (Johansson and
Mattson, 1988). Networking plays a crucial role in initiating internationalization because both
formal and informal networks enable businesses to acquire resources that facilitates their global

expansion (Musteen et al., 2014).

3.2.1. Types of Networks

In his study, Birley (1985) delineates the network types accessible to entrepreneurs,
differentiating between structured, formal linkages and more organic, informal ones. The latter
are sub-divided into two distinct groups: those that are internal to the organization, signifying
the bonds between colleagues, and those that are external, which span beyond the company to
include a variety of stakeholders. It's important to highlight, as Dymitrowski et al. (2019)
observe, the substantial influence that these external informal networks exert on a company's
ability to navigate and succeed in the international marketplace.

According to Birley (1985), formal networks are those established with entities like
banks, accountants, or lawyers. Onsociet the other hand, informal networks encompass
connections with the entrepreneur's family, friends, and business contacts. In this context,
formal networks are essentially synonymous with business relationships, while informal

networks pertain to interpersonal relationships (Dymitrowski et al., 2019).
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Home-based social networks are formed by individuals who share close social bonds
and are not primarily influenced by the formal structures of business relationships (Zhou et al.,
2007).

- Formal Networks: These networks are primarily geared toward fulfilling
specific requests but are less effective in diagnosing needs, a task often handled by
informal networks. Formal networks can be hindered by excessive bureaucracy, and
reliance on them may inadvertently recreate patterns from the entrepreneur's previous
employment (Birley, 1985). Idris & Saridakis's research findings in 2018 suggest that
only formal networks exhibit a significant positive impact on SMEs' export activities.

- Informal Networks: Informal networks exert a positive influence on
various aspects such as sales, recruitment efforts, and selecting business locations. In
contrast, formal networks primarily serve financing purposes (Birley, 1985). Informal
networks are characterized by their flexibility, making them more adaptable and
responsive (Dymitrowski et al., 2019; Idris & Saridakis, 2018). Entrepreneurs often
value and heed the advice provided by informal networks, particularly regarding
business activities, even though these networks may not possess comprehensive
knowledge of all current market opportunities. Consequently, the information acquired

through informal networks can sometimes be duplicative (Idris & Saridakis, 2018).

3.2.2. Trust in Networks

The concept of trust is fundamental within network theory, particularly in its application
to international business, as it diminishes the imperative for stringent control measures. The
development of networks is a gradual process, founded on a commitment to cultivating mutual
trust, which is crucial for navigating the uncertainties inherent in international transactions,
according to Shirokova & McDougall-Covin (2012). Informal ties, in particular, are
instrumental in the cultivation of trust, as noted by Dymitrowski et al. (2019).

In the sphere of international expansion, small enterprises often lack the extensive
resources that their larger counterparts possess. Consequently, they turn to a diverse array of
resources, including both their formal and informal networks. This reliance becomes
particularly critical in the volatile markets of emerging economies, where institutional
frameworks may lack effectiveness, as discussed by Felzensztein et al. (2015).

The significance of personal networks is echoed across various cultures, with notable
examples being 'guanxi' in China, 'kankei' in Japan, 'immaek’ in Korea, and 'blat' in Russia,
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each representing a system of social networking founded on mutual trust and reciprocity (Zhou
et al., 2007). In China, for instance, 'guanxi' is not merely a networking tool but a societal
mechanism that arises from market unpredictability, scarce information, and a general mistrust
of governmental decision-making. It effectively replaces institutional support, creating value

through a web of interpersonal reliance (Zhou et al., 2007).

3.3. Connection between Social Capital Theory and Network Theory

Social capital relies on social networks, but it's important to clarify that these two
concepts are not synonymous. Social networks serve as a fundamental prerequisite for
obtaining and utilizing embedded resources. Without these networks, the acquisition of
embedded resources would be unfeasible. However, it's crucial to recognize that networks and
their characteristics do not directly equate to the resources themselves. Instead, variations in
network structures and features can either enhance or diminish the likelihood of accessing a
specific quantity or quality of embedded resources.

Hence, it is imperative to view network features as vital and external factors
contributing to social capital. For instance, within a given network, the density or
interconnectedness of relationships can promote resource sharing among participants, both as
individuals and as a collective (Bourdieu, 1986; Coleman, 1990). Conversely, sparser or more
open networks may facilitate access to superior or more diverse resources, information, as well
as control or influence (Burt, 2001; Lin, 1999).

Therefore, it's a mistake to consider networks as the same as social capital. Also,
labeling dense or closed networks as having more social capital is not a sound concept. What
we should do is outline the situations in which particular network characteristics, like density
or openness, result in acquiring specific resources that bring about specific benefits (Burt,
2001).

The network-based theory of social capital highlights significant patterns in social
relationships. These patterns differ in terms of the depth and mutuality of connections between
individuals. Lin (1986) describes three tiers of social relationships that distinguish these levels
of depth and reciprocity:

- The innermost tier is characterized by close and confidential
connections: ties that share emotions and provide each other with mutual support.

Typically, these ties engage in highly reciprocal and intense interactions, often found

in tightly-knit networks (for instance, among family members and close friends). These
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relationships are binding because there's an obligation for ties to reciprocate exchanges

and provide services to each other.

- The middle tier consists of ties that generally exchange information and
resources, but not all members within this tier necessarily have direct interactions with
one another, nor do they maintain equally strong and reciprocal relationships with
everyone else in the group. These relationships, which are typical in most social
networks and include a mix of stronger and weaker ties, or direct and indirect
connections, are still considered bonding. Shared interests and characteristics keep
these ties connected within a "social circle."

- The outermost layer is defined by a common membership and identity,
regardless of whether the members directly interact with each other. In this context, a
collective entity or institution, like a church, clan, or club, serves as the foundation for
this membership and identity. These connections, facilitated through the collective
entity, offer members a feeling of being part of a group or community.

Exploring the concept of social capital, researchers in the field of social networks have
played a significant role in shaping much of this research (Fang et al., 2011). As Lin (1999)
pointed out, social capital relies on the supportive network characteristics that facilitate the
mobilization and utilization of resources. Establishing trust, the relational aspect, and shared
meaning, the cognitive aspect of social capital (Nahapiet & Ghoshal, 1998), also hinges on the
strength of connections. In fact, the strength of these connections has been regarded as a crucial
network structure for accumulating social capital (Fang et al., 2011).

In terms of business relationships, Johanson and Vahlne (2011) explained that business
network relationships, characterized by continuous interactions among strong ties built on trust
and commitment, have the potential to yield positive outcomes. Building on McFadyen and
Cannella's (2004) discovery that the strength of connections has a more pronounced impact on
opportunity creation, Batt (2008) suggested that researchers should persist in investigating the

idea of social capital through the lens of network ties.

3.4. Internationalization of Family Firms

Family firm is a firm, managed by individuals from the same family or a few families,
operates in a manner that could potentially be sustained across multiple generations of the
involved family or families (Chua et al., 1999). These firms possess distinctive characteristics

that shape their internationalization efforts in unique ways (Arregle et al., 2017).
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The process of internationalization introduces family firms to intricate decision-making
procedures and significant commitments in terms of knowledge, resources, and governance
capabilities (Rondi et al., 2022). Venturing into diverse markets presents family firms with
organizational and managerial complexities, necessitating deviations from conventional
practices to align with unique local institutions. This, in turn, amplifies both external and
internal governance challenges (Arregle et al., 2018). Consequently, expanding the geographic
scope of foreign investments by family firms, which refers to the number of countries where
they have invested (Lu & Beamish, 2004), poses a distinct set of difficulties. Family firms may
rapidly deplete their available managerial resources if they rely solely on family members'

networks and skills.

3.4.1. Unique characteristics of family firms

In contrast to other organizations, family firms encounter a "mixed gamble" during
decision-making, where they assess potential gains and losses in two non-interchangeable
currencies: financial wealth and social-emotional wealth (SEW) (Alessandri, Cerrato, &
Eddleston, 2018; Gémez-Mejia, Patel, & Zellweger, 2018). The coexistence of economic and
non-economic considerations in their decision-making process significantly influences the
international expansion of family firms and offers opportunities to challenge and enrich
established theories in the field of international business (Debellis et al., 2021).

Family firms are characterized by the family's ability to shape the business's vision and
intention to transfer it across generations (De Massis et al., 2014). Additionally, the
internationalization of family firms varies across countries due to the influence of both formal
and informal institutions (Arregle et al., 2017). The "mixed gamble" faced by family firms,
involving the consideration of financial wealth and SEW in their strategic choices, can lead to
different outcomes depending on the family's goals.

Research on family firm internationalization reveals that the heterogeneity among
family firms significantly impacts their internationalization processes and choices in foreign
markets (Arregle et al., 2017, 2021). Not all family firms follow similar internationalization
strategies, as they vary in their approaches (Aguzzoli et al., 2021; De Massis et al., 2018).

The traditional stepwise internationalization process of family firms can be attributed
to a multitude of factors at the organizational, family, individual, and environmental levels.
Organizational factors encompass the need for resources, capabilities, human capital (Pino et

al., 2021), as well as strategic and social networks (Calabro et al., 2016).
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Under a familiness resource-based reasoning, the family's goals, values, and norms,
along with social capital, become integral components of the family firm's resources and
competencies, setting the firm apart from its competitors and generating a competitive
advantage (Habbershon et al., 2003). Family members actively play a role in transferring their
goals, values, and norms to the family firm, exercising control and influence to preserve its
reputation and longevity (Madison et al., 2016).

Furthermore, family members prioritize the corporate reputation and foster strong
relationships with local stakeholders (Zellweger et al., 2012). This social capital contributes to
the familiness of the family firm, granting access to a specialized bundle of resources and
capabilities created with local stakeholders (Barney, 2018).

The presence of familiness is evident through family members' involvement in the
internationalization pathways of family firms (Graves and Thomas, 2008). However, family
firms often face challenges in overcoming resource constraints, lack of international
competencies, knowledge, and experience, due to their strong reliance on the family. This
exacerbates the liabilities of foreignness and outsidership in distant markets, leading family
firms to adopt a cautious, traditional internationalization process (Kraus et al., 2016). As
foreign investment commitments increase, new family and organizational challenges may
arise, such as lower preservation of family harmony and the need to create external
relationships and search for competencies and resources (Stieg et al., 2018).

Recently, family firm internationalization decisions have been examined through the
lens of SEW invested by the family in the firm (Gomez-Mejia et al., 2007). According to the
SEW perspective, family decision-makers prioritize preserving non-financial aspects of the
firm, such as family control, identification of the family with the firm, emotional attachment,
and the desire to transfer the family business to future generations (Pelaez-Leon and Sanchez-
Marin, 2022).

Regarding internationalization, family decision-makers make choices (e.g., market
entry modes, international market targeting, partner selections, divestments) based on their
potential impact on the accumulated SEW. If internationalization choices risk compromising
SEW preservation, family decision-makers will opt for less risky choices to avoid losses. For
instance, they may prefer regional markets (Banalieva and Eddleston, 2011), entry modes with
full control (Boellis et al., 2016; Pongelli et al., 2021), and avoid joint ventures with foreign
partners to protect their reputation (Debellis et al., 2021; Loehde et al., 2020). However, when
family firms engage in international joint ventures, success is more likely when adequate

governance mechanisms are implemented (Debellis et al., 2021).
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4. Methodology

This chapter discusses the research methodology adopted in this study. In particular, I
will explain the research philosophy, the sampling strategy, and the data analysis, in order to
guarantee credibility and reliability of findings. Finally, the quality criteria and the ethical

considerations are presented and discussed.

4.1. Research Philosophy

Case studies are widely favored in qualitative research due to their potential for
generating groundbreaking theoretical insights into various phenomena (Piekkari, Welch, &
Paavilainen, 2009). Wilson (2014) emphasizes the importance of understanding the research
philosophy as it forms the basis of the research approach. In this case study, I employ a social
constructivist perspective, recognizing that reality is socially constructed and context-
dependent. The social constructivist approach seeks to understand and interpret phenomena by
considering them as dynamic constructs shaped by social interactions and cultural contexts
(Stake, 1995). Since this study examines social capital utilization, the social constructivist

approach is deemed appropriate.

4.2. Single-firm case study approach

This investigation employs a case study methodology, as outlined by Yin (2017), who
advocates for its use in empirical research aimed at examining phenomena within their natural
contexts. According to Yin, this methodology is particularly effective for addressing "how"
and "why" queries, especially when the investigator's control over the events is minimal and
the emphasis is on contemporary occurrences. These conditions are met in the present study,
facilitating a thorough examination of a specific instance to unravel the intricacies of the
organizational and managerial dynamics at play. The case study method is not merely a tool
for gathering data; it provides a holistic view by integrating contextual factors pertinent to the
case in question (Yin & Davis, 2007).

The rationale for focusing on a single case, specifically a family-owned business, stems
from the unique opportunity it presents to delve into distinct attributes detailed in the

subsequent section. Investigating this particular type of firm unveils the intricate web of
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relationships and the organizational dynamics influenced by social capital. This level of detail
and insight is challenging to achieve when multiple entities are under scrutiny (Yin, 2017). By
concentrating on one firm, it becomes possible to access critical information and engage with
key individuals, thereby enriching the understanding of the organization's networking

strategies.

4.2.1. Process of qualitative single case study

The case study embarked upon a methodical approach that bridged theoretical
understanding with empirical investigation, a process adapted from the guidelines set forth by
Yin (2009) and enhanced by the practical insights of Yeung (1995). This structured journey
from conception to dissemination is delineated across five pivotal stages, each serving a distinct
purpose in the quest to understand how social capital facilitates the internationalization process
of family firms at the times of geopolitical disruptions.

During the planning phase, the research was guided by the question: "How can social
capital be used to navigate geopolitical complexities in a family business context in Russia?"
The case study method was selected for its ability to provide an in-depth exploration of the
firm's specific experiences. The strengths of this approach, alongside its potential limitations,
were carefully weighed. The research's boundaries, along with ethical considerations and
suggestions for future studies, will be thoroughly addressed in a dedicated limitations section.

During the design stage, the research was conceptualized as a single case study. The
study involved 10 qualitative interviews with board members, inclusive of family members,
and managing directors of foreign offices. The utilization of video conferencing tools for
interviews was necessitated by the physical distances between participants, ensuring the
research maintained high quality despite geographical challenges.

In preparation for data collection, meticulous protocols and questionnaires were
developed. The necessity for transparent communication with the participants was paramount,
as was securing their informed consent regarding the study's scope, their role within it, and the
practical implications of their involvement.

The data collection stage, or interview stage following Yeung (1995), entailed the
execution of these protocols and the gathering of evidence through semi-structured
questionnaires. This approach facilitated the acquisition of in-depth, context-rich data while
allowing flexibility during the interviews. Open communication was actively encouraged to

capture the respondents' perspectives and rationales.
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The analysis and verification of data were conducted according to theoretical
propositions and employed a range of analytic techniques. To present data separately from
interpretations, the study explored alternative explanations, all the while aiming to fortify its
construct validity, internal validity, external validity, and reliability as outlined by Edmonds
and Kennedy (2012). The thorough understanding of the interviewees' responses, obtained
through interviews lasting 20-80 minutes each, enriched the validity of the data, which was
further ensured by the integration of direct quotations from respondents for reliability.

The culmination of the study is reflected in the presentation of results and findings
within the subsequent sections of the research report, delineating the empirical evidence

collected and analyzed throughout the study.

4.3. Data Source

This study aims to explore how social capital facilitates the internationalization process
despite of geopolitical complexities of family firms by using social capital and the underlying
mechanisms that drive this relationship. A comprehensive literature review established that the
connection between social capital and the internationalization of family firms is significantly
influenced by path dependencies and contextual factors. However, the specific functions and
directions of these effects in the context of international family firms remain uncertain.
Additionally, the existing literature does not provide a clear explanation of how social capital
resolves the challenges related to family firm’s internationalization. As a result, there is a need
to further investigate and shed light on these aspects to enhance our understanding of this
complex relationship.

This study focuses on determining the units of analysis for examining the role of social
capital in the internationalization process of family firms. The "what" in this research pertains
to social capital and its utilization, while the "whom" refers to family firms. As per Fletcher et
al. (2018), the social unit of analysis includes individuals, groups, organizations, communities,
or social interactions, making the unit of analysis in this study social in nature.

Given the challenge of quantifying social capital and the need for a comprehensive
understanding of various factors and the unique experiences of each company, a qualitative
case study method was chosen as the most suitable approach.

This investigation involves conducting case study research using qualitative interviews
as the primary data source. The data was gathered through personal interviews with managers

and family owners of an international real-estate firm. By adopting this method, the study aims
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to gain valuable insights into the influence of social capital on the internationalization strategies

of family firms.

4.3.1. Sampling strategy

Established in the year 2000 and headquartered in Tyumen, Russia, MAIN has emerged
as a pivotal multinational entity within the realm of the real estate agency sector. MAIN, as a
second-generation family-owned enterprise, epitomizes the profound integration of social
capital within its operational and strategic fabric. The leadership baton, passed from the
founding mother to her son, with another family member serving on the board, underscores a
seamless blend of family and business realms.

The organization's expansive operations, encompassing 243 cities across a diverse
range of 20 countries, exemplify its substantial market presence and the broad scope of its
business activities. With a workforce surpassing 20,000 people, MAIN's human capital
resources underscore its capability to navigate and influence extensive market segments. The
company's strategic trajectory through international expansion is characterized by an adaptive
approach to diverse market conditions, underscored by strategic alliances aimed at rectifying
initial setbacks in market entry. This strategic flexibility, coupled with the company's alignment
with knowledgeable local partners, highlights MAIN's resilience and strategic depth, making
it an exemplary case for examining market expansion strategies within the context of this
research.

Entrepreneurial practices in Russia are deeply influenced by historical precedents set
during the Soviet era. In those times, the nation was typified by a general distrust in public
dealings, leading individuals to depend on 'svyazi' and ‘znakomstva’ (=personal connections)
to procure items that were otherwise hard to come by (Shirokova & McDougall-Covin, 2012).
Present-day Russia, with all the geopolitical distinctions, still sees trust as a commodity
generally confined to familiar circles — within families, amongst friends, or between
colleagues — while skepticism prevails outside these groups. The political structures inside the
country oppose everything unfamiliar to the society. This means that in environments riddled
with uncertainty, Russian businesspeople tend to place a greater emphasis on their social
networks over formal business relationships.

What sets MAIN apart as a case study is the aftermath of the Russia-Ukraine conflict
and the resulting challenges, which underline the firm's reliance on its robust social capital to

confront and adapt to external pressures. This fact places MAIN in a unique position to be
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analyzed for how deeply social capital is rooted within a low-trust society—reflective of
Russia's Soviet legacy where 'connections' or 'svyazi' were crucial—are leveraged to mitigate
uncertainty and sustain business operations amid geopolitical turbulence. Thus, MAIN is an
excellent case for studying how a company's social connections can serve as both protection

and a strategic answer to big changes in the world.

4.3.3. Industry-specific information

In the real estate sector, where MAIN operates, trust and credibility are not mere
attributes but foundational pillars crucial to sustaining business operations and fostering client
relationships. This industry, historically tarnished by the shadow of fraudulent practices,
particularly in Russia with the pervasive issue of "black realtors," positions trust at the apex of
customer priorities.

The study of MAIN, therefore, offers valuable insights into how trust and credibility,
underpinned by social capital, can serve as strategic assets in industries fraught with skepticism
and uncertainty. MAIN's successful leveraging of social capital to build trust and credibility
not only sets it apart in the real estate sector but also highlights the nuanced interplay between
family values and professional business practices, making it an ideal subject for exploring the

intricate dynamics of social capital in a multifaceted setting.

4.3.4. International presence

MAIN's global footprint, spanning over 20 countries across continents including
Europe, Asia, the Middle East, and South America, positions it as a beacon of
internationalization within the real estate sector. This extensive international exposure is
underpinned by MAIN's strategic diversity in entry modes, notably through Foreign Direct
Investment (FDI) and franchising, reflecting a nuanced understanding of global market
dynamics and the adaptability required to thrive in diverse environments.

The firm's journey of internationalization traverses a spectrum of cultural and historical
landscapes, from regions with shared historical ties and linguistic commonalities, such as the
former Soviet republics, to territories characterized by markedly distinct cultural and historical
contexts. This breadth of operational terrain offers a rich tapestry for examining the role of

social capital in navigating the complexities of international expansion.
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In environments with cultural and linguistic affinity, such as the Russian-speaking
regions of the former USSR, MAIN's social capital, rooted in shared history and language,
serves as a critical asset in establishing trust and credibility. Conversely, in regions with starkly
different cultural backgrounds, the firm's strategic deployment of social capital involves
bridging cultural divides, adapting business practices, and building new relational networks
that resonate with local market norms and expectations.

The dichotomy of MAIN's internationalization experience, spanning familiar and
entirely foreign settings, renders it an exemplary subject for exploring how social capital can
be both a bridge and a catalyst for international expansion. MAIN's adeptness at navigating the
variegated landscapes of global real estate markets, leveraging social capital to surmount
cultural, linguistic, and regulatory barriers, highlights the transformative potential of social
capital in international business strategies.

Studying MAIN's international presence and the role of social capital therein provides
invaluable insights into the mechanisms through which family-owned firms can harness the
power of social capital to enhance their global competitiveness and foster sustainable
international growth. This exploration sheds light on the multifaceted applications of social
capital in internationalization, making MAIN a quintessential model for understanding the
dynamics of social capital in global business expansion.

This section provides details about the chosen company for the case study and the
context relevant to the paper's underlying phenomenon. To maintain anonymity, the company
will be referred to as MAIN throughout this paper. As a second-generation family-owned
business, the company's CEO inherited the reins from his mother, and the CEQ's brother is also
part of the board of directors, which makes MAIN a family firm.

MAIN has employed various entry modes during its internationalization journey,
adapting to the specific preconditions and barriers encountered in each market. After facing
several unsuccessful expansions, the company realized that suitable partners possessing
valuable knowledge of foreign markets could rectify the mistakes. This makes MAIN an ideal
candidate for the case study since crucial data can be gathered to address the research question.

In terms of clientele, MAIN primarily serves two segments: individual customers and
developing companies. Their platform facilitates real estate transactions, allowing customers
to buy or rent properties from private individuals or developing companies. The listings are
curated by real estate agents responsible for expanding the database by finding potential sellers

and property owners.
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However, MAIN's home market in Russia has suffered from a negative reputation in
the real estate industry due to the presence of fraudulent "black realtors" since the early 1990s.
To counter this, MAIN's strategy is built on principles of transparency, customer benefits,
fairness, and personalized services.

MAIN's internationalization strategy involves either creating subsidiaries from scratch
or collaborating with franchisee partners. It is common for the headquarters to gradually
acquire a portion of a successful franchisee office. However, MAIN faces complexities in its
international expansion due to institutional barriers, such as sanctions stemming from Crimea's
annexation and the war in Ukraine. Moreover, the platform's adaptation primarily caters to
Russian laws and regulations, and language barriers persist among employees, including the
board of directors, who lack sufficient proficiency in foreign languages, including English.
Consequently, MAIN's approach focuses on seeking partners with both market knowledge and

adequate financial resources to undertake the risks associated with internationalization.

4.2.5. Russian Context Relevant for The Research

In the context of this research, the unique backdrop of global and geopolitical shifts,
particularly the COVID-19 pandemic and escalating geopolitical tensions, presents a
compelling landscape for examining MAIN's strategic responses. This scenario, fraught with
challenges, also unveils opportunities for resilience, adaptability, and strategic innovation,
making it an invaluable study context.

The COVID-19 pandemic dramatically reshaped the terrain of international business,
imposing unprecedented constraints on mobility and operations. Additionally, the expansion
of the "unfriendly countries" list following the Ukraine invasion in February 2022, along with
the significant brain drain experienced by Russia, further colored the geopolitical and
demographic landscape. These developments not only influenced business strategies but also
highlighted broader socio-economic shifts impacting the talent pool and operational
frameworks for Russian businesses.

Considering these complex dynamics, understanding the specific context in which
MAIN operates is crucial to appropriately assess the relevance and applicability of the research

findings.

4.4. Qualitative Data Collection
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The exploration of social capital's role in MAIN's internationalization was approached
through a data collection strategy, encompassing both primary and secondary sources to ensure
a rich and nuanced understanding of the phenomena under investigation.

The primary dataset was derived from a series of ten semi-structured interviews,
conducted with a diverse array of MAIN's personnel directly involved in the firm's international
expansion. The initial quartet of interviews was held in-person at the company's headquarters
in Tyumen, offering a direct engagement that allowed for the observation of non-verbal cues,
enriching the depth of the qualitative data. The subsequent six interviews were conducted via
Google Meets, with video enabled to preserve the ability to observe interviewees' expressions
and gestures, ensuring a comprehensive understanding of their responses.

The participant pool included a strategic mix of one family member and nine employees
spanning from management to middle-level roles within departments crucial to MAIN's
internationalization, such as international marketing, sales, franchising, and HR. This selection
was guided by the intent to capture a broad spectrum of insights, from strategic decision-
making to operational execution.

The semi-structured interview format was chosen for its flexibility, allowing for the
exploration of pre-defined themes while accommodating the emergence of new insights. The
interview guide was developed through an extensive literature review and tailored to align with
MAIN's specific context and the overarching research question, ensuring relevance and depth
in the inquiries made.

I diligently adhered to research ethics while collecting data for the case study.
Interviews were conducted with employees from MAIN, operating in a highly competitive
industry with sensitive information. Prior to each interview, verbal permission was sought to
record the conversation. Participants were assured that they could answer only the questions
they felt comfortable with and were free to skip any they preferred not to answer. To protect
the confidentiality of the individuals and the company, all names were anonymized, ensuring
no identification or information leakage. The insights shared by the participants were handled
with utmost care. As a result, in the subsequent findings and discussion, the family firm is
referred to as "MAIN" while the participants are identified numerically, preserving their
anonymity and safeguarding their data.

Complementing the primary interviews, a thorough examination of secondary sources
was conducted. This included an analysis of an autobiography by MAIN's CEO, providing

invaluable insights into the company's ethos and strategic direction. The company's official
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website, personal experiences from a year-long work within MAIN, and relevant news articles
further enriched the contextual backdrop against which the primary data were interpreted.

Interview recordings were transcribed manually, with key findings translated into
English to accommodate linguistic nuances and ensure accuracy in the portrayal of participants'
perspectives. The transcription and analysis spanned a three-week period, with interview
durations ranging from 23 to 78 minutes, reflecting the depth and breadth of the discussions.

The data analysis adopted the Gioia methodology, facilitating a systematic derivation
of themes from the raw data through a process of coding and abstraction. This methodological
rigor, combined with a deductive strategy informed by the study's theoretical framework,
ensured a structured and reliable analysis of the data.

To ensure credibility and trustworthiness in qualitative research, scholars emphasize
systematic planning, detailed transcription, and systematic and accurate coding (Gunawan,
2015). In this particular study, meticulous transcription of the interviews was ensured. The
interviewees were informed that their responses would be anonymized during the study's
elaboration, fostering a sense of confidentiality, and encouraging genuine and reliable
information sharing. Additionally, the interviews were conducted voluntarily, further
promoting the authenticity of the data. To avoid biased data collection, the questions during
the interviews were formulated as non-leading as possible. These comprehensive measures

contribute to the overall credibility and reliability of the study's findings.

4.5. Qualitative Data Analysis

This section elucidates the qualitative analysis framework employed in the examination
of semi-structured interviews, drawing upon the interpretative methodologies previously
articulated by Shinkle and Spencer (2012). The objective of this study is to elucidate how social
capital can be implemented by family firms for internationalization. Contrary to quantitative
methodologies that quantify data, qualitative analysis endeavors to distill and deconstruct
textual data into comprehensible units. This process entails an initial phase of deconstruction,
whereby the textual data is dissected, diminished, and reorganized, facilitating the derivation
of theoretical constructs and inferential conclusions (Spiggle, 1994). Proper documentation of
qualitative data is imperative for this process. In the context of interviews, this necessitates the
transcription of audio recordings into written format and, if necessary, their translation into
English. Subsequent manipulations of this data underpin the theoretical and conclusionary

developments (Spiggle, 1994). A thorough engagement with the transcribed materials is
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crucial, requiring repeated reviews to fully grasp the nuanced perspectives of each respondent
regarding the subject matter.

Adopting the methodology proposed by Gioia, Corley, and Hamilton (2013), the
analysis begins with the identification of first-order categories, which are constituted by
interviewee quotations that exhibit thematic congruence. These categories are subsequently
synthesized into more abstract second-order themes, which carry particular relevance to the
researcher's inquiry. Through iterative abstraction, these themes evolve into overarching
dimensions, signifying the theoretical contribution of the research as an incremental process
(Gioia et al., 2013).

The coding process was guided by a deductive strategy, informed by a pre-established
framework derived from the interview guide, which was itself rooted in the comprehensive

review of extant literature.
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Figure 1. Gioia’s Method Coding
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5. Findings

The initial phase of interviews confirmed the shared understanding that the examined
company is indeed a family business. At the onset of the interviews, participants responded to
inquiries such as "How would you characterize MAIN as a family business? What does the
concept of a family business signify to you, and how is it manifested at MAIN?" Noteworthy

quotes from these discussions included:

“If we are talking about the structure of the firm, the firm was built by the mother
of the current owner, his brother is also on the board of directors and the owner has
already announced the plans for future succession.” (Interview 1)

“Certainly. MAIN demonstrates clear signs of being a family firm, especially in
terms of succession planning. The owner's proactive approach to announcing
succession plans is a key indicator. This long-term vision and commitment to passing
the baton within the family highlight a crucial aspect of family-owned businesses. It's
not just about the present; it's about building a legacy for the future.” (Interview 7)

Interviews reflect a clear familial structure at MAIN's core, with the founding lineage
actively involved in leadership roles and future succession openly planned and communicated.
As one interviewee noted, the firm's origins and leadership are rooted deeply in the family,
with succession being a publicly addressed topic, pointing to a characteristic foresight and

legacy-building of family firms.

“Over the years, I've witnessed a strong sense of familial connection among
employees. The work culture here is like a close-knit family, and there's a genuine care
for each other's well-being. It's not just about the blood ties, it's the familial atmosphere
that makes MAIN truly a family-oriented workplace.” (Interview 3)

“Even as a new employee, it's clear that MAIN operates like a family firm. The
onboarding process was incredibly warm and personal... It feels like I've joined not just
a company but a family.” (Interview 5)

“No doubt about it, MAIN is like a family that invests in its members. There's a

genuine interest in our growth, not just professionally but personally too...it's a place
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where everyone's encouraged to learn, grow, and become the best version of

themselves, just like in a family.” (Interview 8)

A recurrent theme across the interviews is the familial atmosphere that extends beyond
blood ties, encapsulating a work culture that resembles a close-knit family unit, concerned with
the holistic well-being of its members. New hires are enveloped in warmth, reinforcing the
family firm ethos that permeates the company, as expressed by multiple interviewees.

The family's influence is palpable in the decision-making processes, where a personal
touch is evident in strategic choices. This dynamic, as highlighted by the employees, adds a
distinctively personal element to business decisions that could be both beneficial and
challenging, demonstrating a balance between professional considerations and familial

influence:

“The decision-making process is influenced by a strong family presence on the
board. This not only adds a personal touch to strategic decisions but also creates a
unique dynamic.” (Interview 4)

"The owner's involvement is hands-on, and decisions aren't just made in
boardrooms; they're made with a personal touch."” (Interview 1)

"Being a family firm has both pros and cons for our international growth. On
the positive side, it brings a sense of trust and commitment to the table... However, there
are challenges too; sometimes, decisions are influenced by personal factors rather than
purely professional ones.” (Interview 4)

"The owner's occasional mood swings aside, the overall approach is to
safeguard the company's interests...It's a smart approach that shows they value

stability over impulsive expansion." (Interview 10)

Lastly, MAIN's approach to international growth and expansion is deeply intertwined

with trust and relationships. Decisions to enter new markets are made with deliberation and a

trust-centric philosophy. The expansion is seen as an extension of the family ethos, relying on

the trustworthiness and investment of new partners who believe in and buy into the MAIN
brand, rather than aggressive market conquest:

"It's not about rushing into new markets; it's about thoughtful

consideration...The family approach ensures we don't take unnecessary risks.
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Moreover, we expand when someone, whether a friend or a new face, trusts the MAIN
brand enough to invest in." (Interview 6)

"MAIN's international strategy is unique—it's all about trust. The expansion
happens when someone believes in MAIN enough to buy into the family. It's not about
aggressive marketing; it's about building relationships.” (Interview 3)

"MAIN being a family firm adds a personal touch to our partnership. It's not

Jjust about contracts and numbers; it's about building a relationship." (Interview 7)

4.1. Social Capital in Family Firms

Examining the development of social capital within the family firm reveals two primary
categories: mechanisms for creating social capital and mechanisms for maintaining social
capital. The findings indicate substantial endeavors within the family firm to enhance team
development and engagement. An illustrative example includes the organization of corporate

events in informal settings:

“Annual events bring our entire partner network together, not just for
educational purposes, but as a platform for networking and relationship-building.”

(Interview 5)

“We meet with all the partners at least once a year. This year we went to Sochi
for a conference. Of course it’s important to attend the educational and the networking

part of the conference. But the best connection happens later in a bar.” (Interview 9)

The firm prioritizes annual events as a strategic initiative to strengthen its partner
network, emphasizing the significance of networking beyond mere educational objectives. The
approach aligns with the understanding that networking, as emphasized in the literature, is
pivotal for businesses venturing into internationalization (Musteen et al., 2014). The annual
gatherings not only serve an educational purpose but, more importantly, create a conducive
platform for networking and relationship-building among partners. The recognition of the
networking potential extends beyond the formal conference setting, emphasizing the value of
informal interactions such as those occurring in a bar after the conference. Moreover, the

working spaces are organized in a way to improve communication between employees:
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“You can not NOT feel like a family, when you basically see your colleagues in
your open space office 8 hours every day. This is more than seeing my own one.”

(Interview 2)

“First I found it strange that all of the managers, members of the board and the
family owners don’t have private offices and sit in the common area. But now I feel that
it’s not about controlling. It’s about sharing ideas and helping each other.” (Interview

10)

The firm consciously embraces open space offices as a deliberate strategy to foster a
familial atmosphere among its employees. The choice aligns with the theoretical framework
proposed by Cabrera-Suarez et al. (2015), which identifies open communication,
intergenerational attention, and emotional cohesion as pivotal dimensions contributing to a
family-like work environment. The adoption of open space offices is reflected in the sentiment
expressed by one employee who highlights the intense daily interaction in the open workspace,
emphasizing the significance of spending extensive time together (Interview 2). This approach
promotes a sense of closeness among colleagues, cultivating a familial connection that goes
beyond the conventional boundaries of a professional relationship. The acceptance of open
space offices is further emphasized by an interviewee who initially found the absence of private
offices for managers and family owners unusual. However, the realization struck that the design
is not about control but rather about shared ideas and mutual support (Interview 10). In essence,
the open space office concept serves as a tangible manifestation of the firm's commitment to
open communication, intergenerational attention, and emotional cohesion, reinforcing the

familial atmosphere within the organization.

Many employees highlight how the company build family-centric culture:

"From day one, I sensed an unmistakable family vibe here. It's not just about
the tasks, it's the shared commitment and care that define us. It's like joining not just a
team but a tight-knit family where everyone's success is a collective celebration."

(Interview 7)

"In my short time here, the familial essence of this workplace is undeniable. The

onboarding wasn't just about policies and procedures; it was about embracing a new
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member into a family. It's more than a company; it's a familial ecosystem where

everyone contributes to a shared narrative of success." (Interview 9)

As expressed by one team member (Interview 7), the palpable family vibe was evident
from their very first day, transcending the mere completion of tasks. The shared commitment
and care within the workplace define it as more than just a team — it resembles a tight-knit
family where collective success is celebrated. This sentiment is echoed by another employee
(Interview 9), who, despite their relatively short tenure, perceives an undeniable familial
essence. The onboarding process, in their view, transcended the conventional introduction to
policies and procedures; instead, it was an immersive experience of embracing a new member
into a family. The company is portrayed not merely as a corporate entity but as a familial

ecosystem where everyone contributes to a shared narrative of success.

The creation of a family-centric culture emerges as a strategic organizational factor,
emphasizing the significance of shared values, commitment, and care in fostering a cohesive
and supportive work environment. Additionally, the cultivation of familial ties contributes to
the development of strategic and social networks, a crucial aspect within the organizational
landscape (Calabro et al., 2016). The deliberate emphasis on a family-centric culture is not only
a testament to the company's commitment to its employees' well-being but also a strategic
choice to enhance cohesion, collaboration, and collective success within the organizational
ecosystem. A consequent outcome of this company’s strategy is that they treat employees like

family members:

“Over the years, I've witnessed a strong sense of familial connection among
employees. The work culture here is like a close-knit family, and there's a genuine care
for each other's well-being. It's not just about the blood ties, it's the familial atmosphere

that makes MAIN truly a family-oriented workplace.” (Interview 3)

“Even as a relatively new employee, it's clear that MAIN operates like a family
firm. The onboarding process was incredibly warm and personal... It feels like ['ve

joined not just a company but a family.” (Interview 5)

The witnessed strong sense of familial connection among MAIN's employees, as

described in the quote, aligns with the theoretical framework of familiness resource-based
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reasoning. The work culture characterised by a close-knit family atmosphere reflects the
integration of the family's goals, values, and norms into the fabric of the organization.
According to Habbershon et al. (2003), these familial elements, combined with social capital,
serve as integral components of the family firm's unique set of resources and competencies.
The familial atmosphere described in the quote is a manifestation of how MAIN leverages its

familial resources to create a distinctive workplace culture.

The employees and the partners mentioned trust as an important aspect of choosing
partners:
"MAIN being a family firm adds a personal touch to our partnership. It's not

Jjust about contracts and numbers; it's about building a relationship." (Interview 7)

“Selecting partners is a crucial decision, and integrity tops our list.
Professionalism and proven results matter, but, above all, partners must uphold high
moral standards. In our company, everyone treats the business as their own. For
franchise directors, this is especially vital—not just for us, but for their own success.
Trust and shared values lay the foundation for enduring partnerships, creating a

network.” (Interview 1)

The first quote highlights the importance of the personal touch added to partnerships
due to MAIN being a family firm. It emphasizes that the partnership transcends mere contracts
and numbers, focusing on building a relationship. This resonates with the theoretical
framework of relational social capital, which underscores the significance of attributes like
trust, respect, and friendship inherent in personal relationships (Gooderham, 2007). In this
context, the personal touch in partnerships aligns with the emotional aspects of relationships
described by relational social capital, creating a foundation for enduring and meaningful
business connections.

The second quote further reinforces the emphasis on trust and shared values in selecting
partners. It highlights that integrity, professionalism, and proven results are essential, but the
pivotal criterion is partners upholding high moral standards. The quote indicates that in MAIN,
treating the business as one's own and fostering trust is not only vital for the success of the
company but is integral to building enduring partnerships and creating a network based on

shared values.
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Moving forward, we will delve into how MAIN actively maintains and reinforces its
social capital, exploring the strategies and initiatives undertaken to foster enduring
relationships within the organization. Maintaining social capital involves consistent efforts, and
MAIN employs weekly meetings with managing family members as a proactive approach to

sustain connections within the organization:

“We have daily meeting in the beginning of the week with all of the managing family

members” (Interview 3)

“Sometimes I feel lazy to go to work on Monday, but the weekly meetings give

me emotional resources to work. Cool leadership tool!” (Interview 6)

This regular interaction serves not only as a practical business strategy but also as a
valuable emotional resource, contributing to a positive work atmosphere. This practice aligns
with the notion that social capital demands ongoing maintenance (Sandefur & Laumann, 1998),
emphasizing the importance of sustained efforts in nurturing and preserving valuable
connections within the organization. Additionally to weekly meetings, the company organizes

annual events for all of the partners:

“The company started organizing yearly summits for all the employees and
partners about 4 years ago. Funny though that exactly the next year COVID Pandemic
started but the company kept organizing safe events as much as it was possible, also

digital, of course.” (Interview 5)

“Annual events stand as a testament to our commitment, combining educational
sessions with extensive networking. It's more than just knowledge exchange, these
gatherings solidify connections. The convivial atmosphere is crucial, as it not only
promotes knowledge-sharing but also streamlines cross-border transactions. A friendly
network enhances our market share, making international growth an organic

outcome.” (Interview 8)

Despite facing challenges like the global pandemic, the commitment to hosting these
events persisted. The convivial atmosphere is crucial, as it not only promotes knowledge-

sharing but also streamlines cross-border transactions. These practices underscore the
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company's dedication to nurturing relationships and fostering a sense of community among
employees and partners. Important is that the family members always allow direct

communication with them:

"All directors have the owner's phone number, providing a direct line of

communication." (Interview 7)

"Regular one-on-one meetings are conducted with all directors.” (Interview 10)

"The owner also frequently travels to various cities and countries, spending

quality time with directors.” (Interview 4)

This accessibility to direct communication fosters a transparent and inclusive
environment within the company. With that the company sustains strong relationships through
direct interactions with family members, further contributing to the maintenance of social

capital. However, not only is the communication direct, but also less formal:

"While I wouldn't characterize the owner's relationship with directors as

friendships, their interactions often transcend the boundaries of work." (Interview 2)

"The owner maintains a professional yet cordial rapport with directors.”

(Interview 5)

In line with theory, these informal relationships contribute to trust development
(Dymitrowski et al., 2019), further solidifying the foundation of social capital within the

organization. And this trust creation is also signified by employees:

"Being a family firm has both pros and cons for our international growth. On
the positive side, it brings a sense of trust and commitment to the table... However, there
are challenges too; sometimes, decisions are influenced by personal factors rather than
purely professional ones.” (Interview 4)

"It's not about rushing into new markets; it's about thoughtful

consideration...The family approach ensures we don't take unnecessary risks.
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Moreover, we expand when someone, whether a friend or a new face, trusts the MAIN

brand enough to invest in." (Interview 6)

"MAIN's international strategy is unique—it's all about trust. The expansion
happens when someone believes in MAIN enough to buy into the family. It's not about

aggressive marketing, it's about building relationships.” (Interview 3)

“Selecting partners is a crucial decision, and integrity tops our list.
Professionalism and proven results matter, but, above all, partners must uphold high
moral standards. In our company, everyone treats the business as their own. For
franchise directors, this is especially vital—not just for us, but for their own success.
Trust and shared values lay the foundation for enduring partnerships, creating a

network.” (Interview 1)

Trust plays a central role in the company's international strategy, as echoed by several
employees. Aligning with theory, the notion of trust is particularly vital in the Russian context,
where trust tends to be confined within specific groups, such as family, friends, or colleagues.
The preference for social networks over business relations in uncertain environments is a
strategic response (Shirokova & McDougall-Covin, 2012). In the case of MAIN, the emphasis
on trust within the family-oriented framework not only shapes decision-making but also
contributes to the unique and relationship-driven approach to international expansion.

Within the context of MAIN, social capital transcends mere trust and goodwill; it is the
bedrock upon which familial relationships fortify the company's structural, cognitive, and
relational dimensions of social capital (Sorenson & Milbrandt, 2022). The emphasis on trust
and credibility within MAIN's operational ethos is intrinsically linked to the concept of social
capital, which in the context of MAIN, is leveraged to transcend mere transactional
interactions, fostering long-term relationships and a loyal customer base. The firm's
commitment to principles of transparency, fairness, and personalized service is not just a
strategic response to industry challenges but a manifestation of the social capital inherent
within the family-owned business structure. These principles, deeply embedded in the
company's approach, act as conduits through which MAIN strengthens its relational dimension
of social capital, enhancing trust and credibility not only among its clientele but also within the

broader market ecosystem.
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MAIN's adeptness at applying family-derived values of trust and integrity to its business
practices makes it a unique entity within the real estate industry. This blend of family-centric
social capital with professional operational standards positions MAIN as an exemplary case for
studying the multifaceted role of social capital in business. The firm's ability to navigate the
complexities of the real estate market, counteracting the industry's trust deficit with its robust
social capital foundation, underscores the transformative potential of social capital in
redefining market engagement and customer relationships.

The fusion of family and business at MAIN blurs the traditional boundaries observed
in non-family firms, fostering an environment where informal interactions among employees
are not just common but encouraged. These interactions, often extending beyond formal
business settings, cultivate closer communication channels and a robust internal network,
mirroring the family's intrinsic values within the corporate culture (Sorenson & Milbrandt,
2022).

At MAIN, the application of family values to business practices is not merely a
theoretical ideal but a lived reality, guiding interactions both within the organization and in its
external engagements. This alignment ensures a cohesive pursuit of shared goals and
expectations, akin to the dynamics observed in cohesive family units (Peters & Waterman,
2004). The interplay between the social capital of the family and that of the firm at MAIN
presents a dual social structure, comprising both family and non-family members. While this
duality enriches the firm's social capital, it also harbors the potential for conflict, given the
differing perspectives and interests that may arise between these groups.

The unique dynamic of MAIN's family social capital significantly influences the firm's
overall social capital, accentuating the distinct advantages and challenges inherent in family-
owned businesses. This interdependence between family and firm social capital not only
highlights the uniqueness of MAIN but also underscores its suitability as a focal point for this

study, providing a rich context for exploring the nuances of social capital in family firms.

4.2. Internationalization barriers

Despite a young age of the firm, MAIN has already internationalized multiple times.
The complexities by its internationalization could be divided into two major groups: extraneous
barriers and managerial complexities.

The most restricting factor for internationalization of a Russian firm is the context in

which the company is working now. Managers highlight, that war in Ukraine and consequent
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sanctions from foreign countries, organizations and private companies has limited lots of
foreign operations:

“Not only is it almost impossible to travel abroad, it has also become very
expensive. Every international transaction is followed by huge fees. European

regulations made it impossible for Russian firms to survive there.” (Interview 1)

“Well, I don’t want to make direct comparisons, but if big companies like
Sberbank couldn’t survive in Europe, with all their financial, managerial and even

networking resources [meaning connection to the government], we had no chance.’

(Interview 3)

As conducting business in “unfriendly” countries, such as European and NATO-
member countries became impossible in 2022, MAIN has switched their global strategy to

countries, which on the contrary, improved regulations for Russian companies:

"Recognizing the repetitive nature of issues like language barriers and
geopolitical complexities [Sanctions and War in Ukraine], we sought solutions rooted
in our shared experiences. Now, drawing from this insight, we strategically hire
individuals who bring diverse competencies, closing the knowledge gaps that once

posed obstacles.” (Interview 1)

"After the Ukraine war, MAIN had to rethink its global strategy. We closed
offices in sanctioned countries, and the franchise model took center stage. In the UAE,

we thrived." (Interview 7)

"Ukraine's aftermath reshaped MAIN's global landscape. With most offices
closing due to sanctions, a strategic shift was essential. Enter franchisee directors in
UAE and Turkey—strategic pillars. Moving capital abroad became a necessity."
(Interview 9)

The internationalization journey of MAIN unfolds against the backdrop of pervasive
institutional constraints, a phenomenon extensively discussed in international business

literature. The theoretical underpinnings reveal that these constraints act as moderators in the
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internationalization process, influencing the strategic decisions and pathways chosen by firms
(Chao and Kumar, 2010). As articulated by Wilkinson and Brouthers (2006), institutional
constraints encompass various factors, including export policies, domestic regulations, market
information limitations, entry and exit challenges, intermediary institutions, and inadequate
infrastructure.

Another external factor was COVID-19 Pandemic and its restrictions. Employees noted
that operations abroad were disrupted, as MAIN’s managers used to travel to foreign branches

and set the operations on spot:

"The COVID-19 pandemic hit us hard on the internationalization front. With
lockdowns and travel restrictions, our usual business operations were disrupted. The
inability to conduct on-site visits, attend international events, and engage in face-to-
face meetings slowed down the pace of our global expansion. It made us rethink and

adapt our strategies to navigate this unforeseen challenge." (Interview 2)

"Covid brought a wave of uncertainty that impacted decision-making. With
priorities shifting towards business continuity and the immediate challenges posed by
the pandemic, our internationalization plans took a back seat. The focus was on
managing the crisis, and it became a significant barrier to the steady progression of

our global ventures." (Interview 7)

As an outcome, MAIN started digitalising some of the operations and communication

patterns, including conducting online events:

“The company started organizing yearly summits for all the employees and
partners about 4 years ago. Funny though that exactly the next year COVID Pandemic
started but the company kept organizing safe events as much as it was possible, also

digital, of course.” (Interview 5)

The employees highlighted that the challenges posed by the COVID-19 Pandemic and
the War in Ukraine not only intensified the existing institutional distance but also exacerbated

cultural disparities:

Before COVID-19 Crisis:
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“It was difficult to work with foreign specialists. We have different corporate cultures.
In Russia you work when you have to work, including weekends. Whereas our foreign
specialists were unavailable from Friday evening till Monday morning. It was difficult

not to take it personally, for me at least.” (Interview §8)

“One challenge we faced in our internationalization journey was the stark
difference in work ethics across cultures. In some regions, there's a strong emphasis on
individual contributions, while our company thrives on collaborative teamwork.”

(Interview 5)

"Expanding internationally meant grappling with cultural differences and
human resource challenges... Overcoming these challenges involved investing in cross-
cultural training, recruiting local talent, and fostering a more inclusive and culturally

sensitive workplace environment." (Interview 9)

Aftermath of COVID-19 Crisis:

"Understanding the mindset of international partners became even more challenging
in this context [COVID-19 Pandemic and War in Ukraine]. Additionally, navigating
capital movement and document turnover faced heightened difficulties, especially after

the war situation.” (Interview 6)

Employees on different levels also mentioned language barriers as crucial in conducting
business abroad. First, MAIN tried to address lack of language competences by recruiting

Russian speaking specialists abroad or relocating specialists from Russia:

"Recognizing the repetitive nature of issues like language barriers and
’

geopolitical complexities, we sought solutions rooted in our shared experiences.’

(Interview 1)

“We were hiring Russian speaking specialists because we personally didn’t

know English.” (Interview 6)
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"Expanding internationally meant grappling with cultural differences and

human resource challenges..." (Interview 5)

Hiring specifically Russian speakers narrowed the human resource market, which led

to problems connected with knowledge of local operations and nuances:

“It was one of the major shocks, that people in Europe have different purchasing habits.
Not just different, almost opposite ones. We were not ready for that.” (Interview 1)

“We had to pay a lot of fines for not following some of the bureaucratic standards.’
(Interview 2)

Consequently, MAIN had to face high costs of internationalization:

Moreover, we had to pay fines for not paying fines, because they came per post
and in Russia everything comes to the company email address. We hadn't been checking

mail boxes for ages.” (Interview 2)

"Expanding beyond borders comes with a hefty price tag. There's the initial
investment in establishing a presence — setting up offices, hiring local staff, and
navigating legal requirements. This upfront cost is a significant barrier, especially for
a family firm like ours, where financial decisions are scrutinized for their long-term

impact." (Interview 4)

"It's not just about starting up; ongoing operational expenses can skyrocket.
Adapting to different markets requires resources — from tailoring marketing strategies
to conforming to local regulations. The need for market research, hiring local experts,
and adjusting our offerings all contribute to the high costs of international expansion.

It's a complex puzzle that demands financial resources."” (Interview 6)

Apart from that, those crises signified the importance of improving managerial skills
and shifted focus on the internal processes, as international actions were limited due to
healthcare and geopolitical challenges. Previous research emphasizes the critical role of
managerial competence in identifying and pursuing international opportunities (Oktemgil and

Greenley, 1997). Additionally, studies highlight that a lack of managerial competence can act
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as a significant hindrance to a firm's internationalization efforts (Manolova et al., 2002; Reuber

and Fischer, 1997):

"Covid brought a wave of uncertainty that impacted decision-making. With
priorities shifting towards business continuity and the immediate challenges posed by
the pandemic, our internationalization plans took a back seat. The focus was on
managing the crisis, and it became a significant barrier to the steady progression of
our global ventures." (Interview 7)

“Most of our managers never had experience of working with and in

international teams. It caused a lot of time and financial losses.” (Interview 3)

“It happened a lot that we got mistaken with our partners. Some of them were

very ambitious to run subsidiaries but didn’t have enough skills to do that.” (Interview

7)

"The international growth is a mix of professionalism and the owner's instincts.
It's like, on one hand, we've got these solid business plans and strategies, and on the
other hand, there are days when decisions seem to depend on the owner's mood. It's a

rollercoaster, but that mix somehow contributes to our global presence.” (Interview 2)

The initiation of MAIN's international expansion itself is indicative of the precedence
of personal connections over formal managerial strategies. This is exemplified by the narrative
of how the company's growth first took shape, rooted in interpersonal relationships rather than

calculated executive planning. One interviewee recounts the origin:

“I guess it all started from the way the company started to expand. A friend of
the owner first suggested starting a franchisee office in another Russian city. And then
with that idea started the internationalization to Kazakhstan. So basically it all started

with friends, but friends, as we know, are not always the best workers. ” (Interview 9)

The family-centric nature of MAIN introduces a unique dynamic to decision-making,

as noted by employees who highlighted occasional biases in the process:
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"Occasionally, personal preferences of the owner play a role in the decision-

making process."” (Interview 9)

"The ultimate decision rests with the board of directors, presided over by the

business owner." (Interview 10)

"Being a family firm has both pros and cons for our international growth. On
the positive side, it brings a sense of trust and commitment to the table... However, there
are challenges too; sometimes, decisions are influenced by personal factors rather than

purely professional ones." (Interview 4)

These insights collectively underscore the vital role of managerial competence and the
multifaceted nature of decision-making processes in the context of a family-owned company
pursuing international growth. This aligns with established research suggesting that family-
owned firms may lean towards less risky internationalization choices to safeguard their
socioemotional wealth (SEW), potentially favoring regional markets, maintaining full control
in entry modes, and avoiding joint ventures to protect their reputation (Banalieva and
Eddleston, 2011; Boellis et al., 2016; Pongelli et al., 2021; Debellis et al., 2021; Loehde et al.,
2020).

During the regional-centered time in the company’s history [the aftermath of COVID-
19 pandemic], MAIN re-assessed their internationalization patterns and in successful and failed
expansions. One of the conclusions were that the firm tended to follow same patterns that

partially led to failures:

“I would say that our biggest flaw is that the company is going only in familiar
ways. After expanding in Russia, we started expanding to Russian speaking countries.
Luckily, it didn’t require much adaptation because of the shared Soviet past. However,
that habit of using the same tools all the time brought us a lot of problems when

expanding in Europe.” (Interview 2)

“Well, we even hired only Russian speaking specialists abroad, because we

were so used to having meetings in Russian.” (Interview 8)
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"Recognizing the repetitive nature of issues like language barriers and
geopolitical complexities, we sought solutions rooted in our shared experiences. Now,
drawing from this insight, we strategically hire individuals who bring diverse

competencies, closing the knowledge gaps that once posed obstacles.” (Interview 1)

“We had very tough times when first expanding to Europe, as we learned that
everything we knew about internationalization was wrong. The incredible financial

losses we had made us change our strategy.” (Interview 4)

The observed tendency of MAIN to follow familiar routes, initially expanding to
Russian-speaking countries after success in Russia, revealed a pattern that proved challenging
during European expansion. The reliance on similar tools and hiring predominantly Russian-
speaking specialists abroad reflected a habitual approach that presented difficulties when
entering culturally distinct markets. The recognition of these challenges led to a strategic shift
in the company's approach. The internationalization patterns of a company, often termed as its
approach to entering foreign markets, play a crucial role in determining the success of global
ventures (Jones and Coviello, 2005). Notably, firms may unknowingly fall into the trap of
replicating familiar entry patterns, especially when faced with challenges and uncertainties.
Connected to patterns, the systems and software that MAIN used in home market were slightly

or barely adapted for foreign markets, which also caused complications:

“We are not only a real-estate agency. We have an IT-subsidiary that makes
software products exclusively for our company. So technically, none of that software

had ever even been translated into English before the big crash in Europe.” (Interview

6)

“It might sound funny, but there was a time when our HR-Ads abroad had
Russian phone numbers. So potential partners and workers had to first pay a lot of

money for roaming in order to find a job.” (Interview 10)

For MAIN, the pandemic's impact was twofold: it not only necessitated a rapid
reassessment of global operations due to travel restrictions and safety regulations but also
highlighted the firm's capacity for agile adaptation in the face of global crises. The divergent

international reception of Russia's "Sputnik V" vaccine introduced an additional hurdle,
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particularly in European markets where MAIN operates, such as the Czech Republic, Latvia,
and Germany. These challenges, while heightening operational complexities and costs,
underscored MAIN's resilience and the critical role of strategic foresight in navigating the
pandemic's turbulent waters.

Simultaneously, the geopolitical landscape, especially the conflict in Ukraine, further
compounded the intricacies of international business for Russian firms. Sanctions imposed by
Western countries not only targeted the Russian government but inadvertently impacted the
business ecosystem, affecting entities like MAIN. These sanctions, coupled with the challenges
in securing Schengen visas and the Russian government's listing of "unfriendly countries,"
crafted a labyrinth of operational and strategic challenges. Yet, within this labyrinth, MAIN's
responses to navigate through these hurdles illuminated the firm's strategic agility and the

nuanced understanding of geopolitical dynamics.

4.3. Overcoming Internationalisation barriers:

In response to the complexities and challenges posed by international expansion, MAIN
has strategically shifted its entry mode to minimize risk and preserve its socioemotional wealth
(SEW). The recognition of potential risks, especially in the context of existing barriers and
geopolitical complexities, has led to a reevaluation of the company's internationalization

strategy. The company opted to another entry mode in order to diversify capital risks:

"While the markets are undoubtedly larger, the existing barriers and
complexities pose challenges for a Russian company looking to expand its franchise

beyond the borders." (Interview 2)

"The business owner and the board of directors acknowledge the necessity of

capital diversification in the current political climate.” (Interview 6)

MAIN's acknowledgment of the challenges in expanding the franchise beyond borders
demonstrates a nuanced understanding of the risks associated with different entry modes. The
shift in strategy indicates a commitment to selecting entry modes that align with the
preservation of socioemotional wealth. The recognition of the necessity for capital
diversification in the current political climate underscores MAIN's commitment to navigating

international expansion with a prudent approach. By diversifying capital and exploring partial
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or full acquisition of franchising offices, the company aims to mitigate potential risks. This
aligns with the idea that family firms make choices based on their potential impact on SEW
preservation, opting for less risky choices in the face of uncertainties (Boellis et al., 2016;
Pongelli et al., 2021).

The overarching theme here is MAIN's strategic shift towards entry modes that
minimize risks and align with the preservation of socioemotional wealth, reflecting a thoughtful
approach to internationalization in challenging contexts.

Overcoming the barrier of following the same internationalization patterns, MAIN has

strategically embraced a culture of learning from past experiences:

"Our current strategy for further international growth centers on learning from past

experiences and sharing knowledge with each other.” (Interview 6)

"Our growth trajectory has been shaped by a blend of meticulous planning and learning
from past experiences. The highs and lows of our journey, from the triumphs in Turkey to the
setbacks in the Czech Republic, have been instrumental in refining our approach. The failures
have not deterred us, instead, they've become invaluable lessons. Each misstep serves as a

compass guiding us toward smarter, more calculated decisions.” (Interview 9)

By leveraging these experiences, the company endeavors to break away from repetitive
patterns, demonstrating a commitment to continuous improvement and adaptability in their
internationalization endeavors. This approach aligns with the notion that learning from past
mistakes is crucial in fostering effective internationalization strategies (Coviello and Munro,

1995; Zahra et al., 2000).

To address the knowledge and expertise gap, MAIN has implemented strategic

solutions, recognizing the importance of local insights and experienced partnerships.

- Looking for Local Employees:

"Now the foreign offices have the majority of local employees.” (Interview 1)

"Some of our new specialists can barely talk to us because of the language

barrier, but they are star-workers." (Interview 3)
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"Language barriers and geopolitical complexities were viewed not just as
corporate obstacles but as personal puzzles to solve. Many employees proactively
engage their personal networks, connecting with friends, or even family members

abroad to seek insights and solutions." (Interview 10)

By prioritizing local talent, MAIN has not only bridged language gaps but also tapped
into the cultural and contextual nuances of different markets. This approach aligns with the
idea that employing locals enhances understanding and responsiveness in international

ventures (Ghemawat, 2001; Inkpen and Tsang, 2005).

- Finding Experienced Partners:

"Our approach to overcoming internationalization barriers has been strategic.
Finding more experienced partners in foreign markets has been a game-changer.”

(Interview 4)

"It's not about rushing into new markets; it's about thoughtful
consideration...The family approach ensures we don't take unnecessary risks."

(Interview 6)

"The process of selecting managers for our subsidiaries starts with our network

development experts." (Interview 9)

"Numerous interviews are conducted with specialists at various levels."

(Interview 9)

Collaborating with experienced partners provides MAIN with valuable insights and
shortcuts the learning curve in new markets. This strategy aligns with established research that
emphasizes the role of experienced partners in facilitating successful internationalization
(Madura, 2000; Brouthers and Nakos, 2005).

To surmount the challenges of internationalization, such as cultural and language

barriers, MAIN has strategically invested in the creation of a dedicated department responsible
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for international communications and culture. This proactive step has proven instrumental in

fostering a cohesive global environment.

- Creation of International Communications and Culture Department:
"In response to the growing complexity of international business, we established
a dedicated department focused on international communications and culture."”

(Interview 8)

"Recognizing the need for a dedicated focus on international interactions, our

company initiated the creation of a specialized department.” (Interview 10)

"This move was pivotal in bridging gaps across borders, ensuring seamless

communication, and fostering a shared global culture within the company." (Interview

8)

The establishment of this department signifies MAIN's commitment to addressing the
nuanced challenges posed by diverse cultural and linguistic landscapes. By prioritizing
effective communication and cultural integration, MAIN ensures that its global workforce
operates cohesively, aligning with recommendations in the literature (Welch and Welch, 2008;

Doh and Quigley, 2014).

Important to notice is that because of the family-oriented corporate culture, employees
address HR difficulties as their personal ones and use their personal networks in overcoming

them:

"As a family firm, the challenges in our international journey felt personal to
many of us. Many employees took it upon themselves to tap into their personal networks,
seeking assistance from friends and acquaintances with expertise in foreign markets."”

(Interview 5)
The involvement of employees in leveraging their personal networks demonstrates a

bottom-up approach to overcoming internationalization barriers. This aligns with the idea that

individual initiatives and personal connections play a crucial role in navigating complex
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international landscapes (Inkpen and Ramaswamy, 2006). This grassroots effort further

strengthens the familial bond within the company.

The overarching categories indicate that MAIN consistently turned to social
connections to tackle the challenges of going global. Whether it was dealing with language
barriers, adapting to different cultures, or navigating the complexities of the COVID-19
Pandemic and geopolitical shifts, social capital emerged as a key player. MAIN cleverly used
its networks, built trust, and tapped into external knowledge to navigate the complexities of
international business. From forming specialized departments for global communication to
hiring locals through personal connections and partnering with experienced allies, MAIN
showcased its ability to use social connections as a crucial tool in its global journey. This
recurring theme highlights MAIN's knack for adapting and strategically using social capital to

become a globally resilient business.

Figure 2. MAIN’s Internationalization Barriers and How Social Capital Intermediates

the Approaches to Them
Internationalisation How the solution is intermediated by social capital Solution or outcome
barrier
Exploiting current networks and human resources

Language barriers < L - g > Language classes

< Investing in current networks and human resources >

< Using employees to find specialists > Hiring specialised
Cultural barriers 5 - S 3

< Creating financial and non-financial incentives > department
Knowledge and expertise — - - Finding local experts
gaps ( Giving trust in foreign human resources >
Lack of managerial < Improving the quality of formal networks > Paying more attention to
competence partners’ expertise

Reassessment of old

Following same patterns

War in Ukraine and
consequent restrictions

Rising cost of expansion
since 2020

< Knowledge sharing within management team and partners >

practices

Reducing traveling costs by introducing online events
and regular meetings

0
0

Diversification of political and financial risks by investment in
trusted partners’ offices in loyal countries

COVID-19 Pandemic

Merging with existing partners abroad or gradually
acquiring them

)
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6. Discussion

Elaborating on an in-depth single case study for this master's thesis, I investigated how
social capital can be used in a family firm's internationalization to overcome barriers connected
with geopolitical obstacles in the Russian context.

Drawing upon the in-depth analysis of a Russian family firm, this discussion
synthesizes how social capital, both intra- and inter-organizational, underpins the firm's
internationalization process.

Intra-organizational social capital is seen as a critical asset within the family firm,
facilitating direct approaches to overcome internationalization barriers (Pearson et al., 2008).
Within the organization, social capital manifests through the collaborative spirit fostered by
familial connections. In the context of language barriers, for instance, employees with
multilingual capabilities become invaluable assets. Their ability to communicate across
linguistic divides is not just a skill—it's a form of social capital, shared generously across the
firm. This sharing culture is deeply ingrained, with employees readily offering language
training or translation assistance to their colleagues. Such peer-to-peer learning reinforces the
company’s cohesive fabric and equips it to handle international communication more fluently.

Market knowledge is another area where intra-organizational social capital is leveraged.
Employees with international experience are treasure troves of information, sharing nuanced
insights into local customs, consumer behavior, and business etiquette. These insights enable
the firm to avoid faux pas and tailor strategies to each unique market. Regular sharing sessions,
perhaps as part of scheduled meetings or through informal knowledge networks, ensure that
the firm's collective wisdom is constantly updated and relevant.

Inter-organizational social capital, however, serves as an indirect yet potent mechanism
for overcoming barriers to internationalization. Beyond internal borders, social capital extends
to forge connections with external entities that can facilitate a firm's international growth. In
navigating the complex regulatory landscapes of foreign markets, social capital becomes the
bridge to understanding and complying with local laws and regulations. Relationships with
legal experts and government officials, nurtured over time, provide a pipeline for crucial
information that can mean the difference between success and failure in new territories.

Access to industry networks and associations, fostered through inter-organizational
social capital, opens doors to market intelligence and strategic alliances. These relationships
are often cultivated through attending industry events, participating in trade associations, and

building a presence in industry forums. The firm's reputation as a trustworthy and committed
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partner paves the way for strategic collaborations that can indirectly contribute to overcoming
expertise gaps.

Challenges in developing intra-organizational ties are multifaceted. When compared
with non-family firms, the depth of trust and open communication within family businesses
becomes even more pronounced. The inherent familial bonds extend into professional realms,
creating a unique organizational fabric that non-family entities might find challenging to
replicate. This distinction is particularly evident in how family firms, despite daunting
challenges such as the global disruptions from the COVID-19 pandemic and geopolitical
tensions from the war in Ukraine, leverage their strong social capital to maintain resilience and
adaptability. Yet, with the strategic support of higher management and the allocation of
financial resources, these intra-organizational networks can be fortified. This shift, while
providing new avenues for connection, can dilute the richness of interpersonal exchanges.
Moreover, spatial separation and entrenched internal networks might create silos within the
firm, necessitating concerted efforts from management to encourage a more interconnected and
transparent internal culture (Pino et al., 2021).

On the inter-organizational front, informal ties pave the way for more personalized and
substantive professional relationships. Family members and employees utilize pre-existing
networks to enhance external stakeholder engagement, employing tactics such as invitations,
workshops, and gift-giving to build and solidify these relationships (Inkpen and Tsang, 2005).
Financial and managerial support from higher levels within the firm is crucial in nurturing these
intra-organizational networks. Investment in team-building activities, training programs, and
social events can revitalize the firm’s social capital and foster an environment conducive to
sharing and collaboration.

International partnerships stand as a testament to the strength of social capital. With an
emphasis on personal meetings and the establishment of long-term collaborations, the family
firm can forge sustainable and valuable connections, particularly with other family businesses
and regional partners (Cabrera & Cabrera, 2005). Looking ahead, the firm plans to increase
face-to-face engagements with international partners, recognizing the irreplaceable value of
personal interactions in deepening business relationships. Such interactions are particularly
strategic when dealing with family firms and regional partners, where trust and long-term
commitment are prized. Here, social capital is the currency of trust, facilitating not just
transactions, but enduring partnerships that can withstand the vicissitudes of international

markets.
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The firm's strategy for international expansion thus relies heavily on the social capital
drawn from both family and non-family managers (Arregle et al., 2007). These managers are
instrumental in navigating the complexities of global markets. The findings reveal an intent to
increase face-to-face interactions with international partners, suggesting a forward-looking

approach to deepen these crucial relationships.

7. Contribution(s) to theory and practice

This thesis aimed to answer the following question: “How can social capital be used to
navigate geopolitical complexities in a family business context in Russia?”

After analyzing the interviews of employees of a Russian family firm, the results show
that social capital can be used in various aspects when overcoming internationalization barriers
connected with geopolitical complexities, both directly and indirectly.

Intra-organizational social capital within the family firm plays a pivotal role in directly
addressing expertise gaps associated with internationalization. Through strong internal
networks and relationships, employees engage in collaborative problem-solving, knowledge
exchange, and skill-sharing. This collaborative ethos fosters an environment where individuals
can seek assistance and insights from colleagues, harnessing the collective intelligence within
the organization to navigate specific challenges. For instance, when confronted with language
barriers or unfamiliar market dynamics, employees tap into the diverse expertise within the

family firm, ensuring that knowledge gaps are promptly filled.

Examples:

- Language Barriers: Intra-organizational social capital enables employees
proficient in foreign languages to assist colleagues facing challenges in communication
with international partners.

- Market Knowledge: Team members with prior experience in specific
international markets share insights and best practices, contributing to a more informed

and strategic approach.

Beyond the immediate challenges, social capital within family firms indirectly aids in
overcoming internationalization barriers. The relationships built within and outside the
organization serve as conduits for accessing external knowledge, expertise, and opportunities.

When facing complex regulatory environments or unfamiliar business landscapes, the family

52



firm leverages its social capital to connect with external stakeholders, industry experts, or
government officials. This external social capital acts as a bridge, facilitating the acquisition of

valuable information and insights necessary for successful international ventures.

Examples:

- Navigating Regulatory Challenges: Social capital with legal experts and
government officials helps the family firm understand and comply with complex
regulatory frameworks in foreign markets.

- Accessing Industry Networks: Collaborative relationships with industry
associations and networks provide valuable market intelligence and strategic guidance,

indirectly aiding in overcoming expertisegaps.

In summary, the family firm's social capital not only serves as a direct resource for
addressing difficulties in internationalization process within the organization but also acts as
a catalyst for building external connections that contribute to a more comprehensive
understanding of internationalization challenges. This dual role highlights the multifaceted

nature of social capital in facilitating the internationalization process for family firms.

7.1. Contribution to the theory

This thesis enhances the understanding of social capital theory by examining how it
enables family firms to overcome geopolitical complexities, particularly within the Russian
context. Through in-depth qualitative research on a Russian family firm, the study expands the
theoretical framework of social capital by illustrating its diverse applications in navigating the
geopolitical landscape.

A key theoretical contribution is the discernment between intra-organizational and
inter-organizational social capital. This differentiation is vital for understanding how the
familial ties within the firm complement relationships in the broader business environment,
forming a comprehensive model for grasping social capital's critical function in confronting
geopolitical challenges.

The research narrows the gap between abstract theory and concrete application by
providing real examples of social capital in action. It details how Russian family firms deploy
social networks to circumvent geopolitical barriers, adding depth to the theoretical narrative

and offering practical guidance for companies facing similar hurdles.

53



Additionally, the study delves into the strategic use of social capital to bridge
knowledge gaps, illuminating indirect methods for knowledge exchange that bolster strategic
flexibility in a volatile global market.

By contextualizing the study within the specific milieu of a Russian family firm, this
thesis enriches the social capital discourse, taking into account the unique cultural, regulatory,
and geopolitical influences. This contextualization proves crucial, emphasizing the need to
tailor social capital strategies to the local business ecosystem.

In conclusion, this master's thesis pushes the boundaries of social capital theory by
providing a nuanced understanding of its role both within the family firm and in the wider
business sphere, substantiating theoretical concepts with empirical evidence, outlining strategic
approaches, and situating these within the Russian business arena's particularities. These
insights not only advance the scholarly dialogue on social capital but also lay a robust
theoretical groundwork for further investigation into the intricate interactions between social
capital, family businesses, and geopolitical navigation.

7.2. Contribution to practice

This master's thesis provides practical insights for family firms grappling with
geopolitical complexities in their quest for international expansion. Through the examination
of a Russian family business, it unveils strategies informed by social capital that could serve as
a guide for family businesses globally.

A crucial practical insight of this research is the identification of strategies that enable
family firms to utilize social capital to tackle geopolitical challenges. Based on the real-world
experiences of the case study firm, this thesis presents a set of practical strategies, including
the development of strong internal networks and the cultivation of strategic external
partnerships, to ease market entry and sustain operations abroad.

Moreover, the study reveals the subtle but significant indirect influences of social
capital on international expansion. It outlines how relationships and collective learning drive
innovation and strategic thinking, offering family firms an intricate view of how to apply social
capital in various aspects of internationalization.

A key insight is the need for contextual adaptation of social capital strategies. The
specific example of a Russian family firm's response to its cultural and geopolitical
environment provides a model for other family businesses to customize their strategies
accordingly. This adaptable nature of social capital demonstrates its utility across different

business and regulatory contexts.
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Leadership emerges as a pivotal factor in this practical guide. It is the role of family
business leaders to forge and maintain the social capital that underpins these strategies,
promoting a culture that prizes social bonds and communal engagement.

In conclusion, the practical contributions of this thesis offer a toolkit to family business
leaders, replete with strategies and considerations anchored in social capital. These insights
aim to empower family firms to navigate the complexities of the global market with resilience

and foster sustained growth.

8. Limitations, ethical issues, and recommendations for further research

This study's focus on a single Russian family firm outside the capital city presents a
limitation in terms of sample size and diversity. The unique business environment of Tyumen,
as opposed to the more cosmopolitan Moscow, may have influenced the insights derived from
the research. A broader study encompassing firms from various Russian cities, especially from
the capital, might reveal different dynamics of social capital acquisition und use due to the
diverse business cultures and practices within the country.

The geographical limitation to a Russian context, particularly given the country's
current international standing and the imposition of widespread sanctions, provides a unique
backdrop to the study. While this context enriches the research with specific insights into
navigating internationalization under such conditions, it also limits the generalizability of the
findings. Comparative studies involving family firms from different geopolitical environments
could offer a more comprehensive understanding of social capital's role in internationalization.

The mixed modality of data collection, combining in-person and online interviews, and
the time constraints faced by some participants may have impacted the depth of insights
gathered. Additionally, the potential for reticence among respondents, possibly due to
unfamiliarity with the researcher or concerns about anonymity despite assurances, might have
influenced the honesty of their responses. While qualitative interviews were instrumental in
capturing nuanced data, these constraints highlight the need for methodological diversification
in future studies.

Conducting the research during a period of heightened political and economic
turbulence for Russia provided valuable insights into how family firms navigate
internationalization under such conditions. However, as the conditions change almost every

month, further research after some time is recommended.
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Ensuring the ethical integrity of this study involved a rigorous process to secure the
consent and maintain the anonymity of all participants. Prior to the commencement of each
interview, participants were informed about the research objectives and their verbal consent
was obtained for recording the sessions. To further safeguard anonymity, no personal or
identifiable information was used during the interviews or in any part of the research
documentation. Despite these precautions, the distinctive nature of the case firm posed a
challenge to complete anonymity, especially within the local context where the firm's identity
could be surmised by those familiar with the industry. This inherent limitation underscores the
complex balance between providing rich, contextual insights and protecting participant
confidentiality in case study research.

The potential for bias and subjectivity emerged as a significant ethical consideration,
particularly given the study's focus on internationalization barriers. Many participants, being
integral to the firm's international expansion efforts, found it challenging to dissociate their
personal experiences and responsibilities from the broader organizational strategies and
outcomes. This introspective aspect of the interviews required a careful navigation to mitigate
the influence of individual perspectives on the overall analysis, ensuring that the findings
remained reflective of the firm's collective experiences rather than individual viewpoints.

The research did not involve the collection or analysis of sensitive information,
mitigating concerns related to the ethical management of such data. This absence of sensitive
content streamlined the ethical considerations to focus predominantly on consent, anonymity,
and the minimization of bias within the study.

Future studies might explore more robust anonymization techniques, especially in cases
where the distinctiveness of the subject firm could lead to inadvertent identification.
Additionally, employing strategies such as triangulation, where data from multiple sources or
perspectives are compared, could help in mitigating bias and enhancing the objectivity of the
findings. Researchers should also consider the dynamic and reflective nature of qualitative
interviews, where the researcher's awareness and adaptability can play a crucial role in
navigating the ethical complexities inherent in exploratory case studies.

During the course of this research, the theme of outsourcing as a potential strategy to
navigate internationalization barriers emerged sporadically from the discussions with
respondents. Although intriguing, the insights gathered were too inconclusive and divergent to
be fully integrated into the study's core analysis without broadening the scope beyond its
current focus. Future research could delve deeper into this aspect, exploring how family firms,

particularly those akin to the case firm in this study, might leverage outsourcing as a strategic
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tool to overcome the challenges associated with international expansion. Such an inquiry would
not only broaden the discourse on internationalization strategies but also provide a nuanced
understanding of the decision-making processes within family firms facing global market entry
barriers.

The findings from this study suggest that the incorporation of hypothetical scenarios
and respondent-generated illustrations could enhance the depth and clarity of qualitative data.
Future studies might benefit from integrating these techniques into their methodological
framework, facilitating a richer exploration of respondents' perceptions and experiences. This
approach could foster a more interactive and immersive interview environment, allowing
respondents to articulate their viewpoints more vividly and researchers to gain a more profound
understanding of the complex interplay between social capital and internationalization in
family firms.

Building on the findings of this study, there is a significant opportunity for comparative
research that examines similar dynamics in different types of businesses, industries, and
cultural contexts. Investigating family firms across various sectors and countries, particularly
those with a longer generational history, could illuminate how diverse contextual factors
influence the deployment and efficacy of social capital in internationalization efforts. Such
comparative studies would contribute to a more global perspective on family firms'
internationalization strategies, enriching the academic discourse with cross-cultural insights
and potentially uncovering universal principles or distinct regional variations.

This research has underscored the critical role of context in shaping the
internationalization processes of family firms. Future scholarly work could further elaborate
on this finding by examining how specific contextual factors—ranging from geopolitical
conditions to cultural norms—affect the mobilization of social capital and networks in family
businesses venturing into foreign markets. This line of inquiry would significantly enhance the
theoretical frameworks surrounding social capital, network theory, and internationalization,
providing deeper insights into the contextual dependencies of these concepts when applied to
the unique ecosystem of family firms.

Through these recommended avenues of research, the academic community can build
upon the foundational insights provided by this study, expanding the understanding of social
capital's role in the internationalization of family firms and exploring new dimensions of this

complex and multifaceted phenomenon.
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Appendix

Zusammenfassung

In dieser Arbeit wird der Einfluss von Sozialkapital auf die Internationalisierung von
Familienunternehmen vor dem Hintergrund geopolitischer Herausforderungen wie dem
Russland-Ukraine-Konflikt untersucht. Zunéchst stellte die Pandemie eine erhebliche
Herausforderung fiir die Geschéftstitigkeit dar, die durch den Krieg und die anschlieBenden
Sanktionen gegen Russland noch verschirft wurde, wodurch Hindernisse fiir die
Geschiftstitigkeit sowohl auf internationaler als auch auf nationaler Ebene entstanden. Anhand
einer qualitativen Fallstudie eines russischen Familienunternehmens wird die Entwicklung des
Sozialkapitals und seine Auswirkungen auf die Uberwindung geopolitischer Hiirden
untersucht. Die Ergebnisse deuten darauf hin, dass sowohl informelles als auch formelles
Sozialkapital fiir die Expansion entscheidend sind. Informelle Netzwerke innerhalb des
Unternehmens unterstiitzen die internen Strategien, wihrend formelle Beziehungen zu
externen Parteien Marktdurchdringung und Wachstum ermdglichen. Die Studie unterstreicht
die Bedeutung des Sozialkapitals fiir Familienunternehmen in einem turbulenten
geopolitischen Klima und zeigt, dass eine adaptive soziale Vernetzung zu erfolgreichen
internationalen Unternehmungen fithren kann. Sie hebt hervor, wie Familienunternehmen
sowohl bestehende als auch neue soziale Netzwerke nutzen konnen, um ihre
Internationalisierungsbestrebungen voranzutreiben, selbst wenn die traditionellen Mittel

gestort sind.
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Supporting Quotes:

Mechanisms of creating social capital in family firms
° Organisation of corporate events
“Reliability is non-negotiable when selecting partners...Regular meetings and conferences
connect directors with specialists from our central office, fostering collaboration. Annual
events bring our entire partner network together, not just for educational purposes, but as a
platform for networking and relationship-building. Experience has shown that a cohesive
network makes market conquest easier. Clients often cross borders to make real estate
investments, and when our branches or franchisees have strong relationships, the likelihood of
successful deals significantly increases.” Interview 5
“We meet with all the partners at least once a year. This year we went to Sochi for a conference.
Of course it’s important to attend the educational and the networking part of the conference.
But the best connection happens later in a bar.” Interview 9
° Treating employees like family members
“Over the years, ['ve witnessed a strong sense of familial connection among employees. The
work culture here is like a close-knit family, and there's a genuine care for each other's well-
being. It's not just about the blood ties, it's the familial atmosphere that makes MAIN truly a
family-oriented workplace.” Interview 3
“Even as a relatively new employee, it's clear that MAIN operates like a family firm. The
onboarding process was incredibly warm and personal.. It feels like I've joined not just a
company but a family.” Interview 5
° Creating family-centric culture
"From day one, I sensed an unmistakable family vibe here. It's not just about the tasks; it's the
shared commitment and care that define us. It's like joining not just a team but a tight-knit
family where everyone's success is a collective celebration." Interview 7
"In my short time here, the familial essence of this workplace is undeniable. The onboarding
wasn't just about policies and procedures, it was about embracing a new member into a family.
It's more than a company; it's a familial ecosystem where everyone contributes to a shared
narrative of success." Interview 9
° Building cooperative networks with partners
"MAIN being a family firm adds a personal touch to our partnership. It's not just about

contracts and numbers; it's about building a relationship." Interview 7
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“Selecting partners is a crucial decision, and integrity tops our list. Professionalism and
proven results matter, but, above all, partners must uphold high moral standards. In our
company, everyone treats the business as their own. For franchise directors, this is especially
vital—not just for us, but for their own success. Trust and shared values lay the foundation for
enduring partnerships, creating a network.” Interview 1
° Open-space offices

“You can not NOT feel like a family, when you basically see your colleagues in your open
space office 8 hours every day. This is more than seeing my own one.” Interview 2

“First I found it strange that all of the managers, members of the board and the family owners
don’t have private offices and sit in the common area. But now I feel that it’s not about

controlling. It’s about sharing ideas and helping each other.” Interview 10

Maintenance of social capital in family firms

° Weekly meetings with the managing family-members
“We have daily meeting in the beginning of the week with all of the managing family members”
Interview 3
“Sometimes [ feel lazy to go to work on Monday, but the weekly meetings give me emotional
resources to work. Cool leadership tool!” Interview 6

° Yearly summits for partners
“The company started organising yearly summits for all the employees and partners about 4
years ago. Funny though that exactly the next year COVID Pandemic started but the company
kept organising safe events as much as it was possible, also digital, of course.” Interview 5
“Annual events stand as a testament to our commitment, combining educational sessions with
extensive networking. It's more than just knowledge exchange; these gatherings solidify
connections. The convivial atmosphere is crucial, as it not only promotes knowledge-sharing
but also streamlines cross-border transactions. A friendly network enhances our market share,
making international growth an organic outcome.” Interview 8

° Incentives for bringing friends to the company at all levels
“The company supports bringing friends and family to work for the company. I actually work
with like half of my university friends.” Interview 5
“As one of our offices was in trouble, we had to create a whole new department for solving
that problem with the Czech Republic. The CEQ invited everyone who helped to find the team
members for dinner.” Interview 4

° Direct communication channels
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"All directors have the owner's phone number, providing a direct line of communication."
Interview 7
"Regular one-on-one meetings are conducted with all directors."” Interview 10
"The owner also frequently travels to various cities and countries, spending quality time with
directors." Interview 4

° Trust-centric cooperation
"Being a family firm has both pros and cons for our international growth. On the positive side,
it brings a sense of trust and commitment to the table... However, there are challenges too;
sometimes, decisions are influenced by personal factors rather than purely professional ones."
Interview 4
"It's not about rushing into new markets, it's about thoughtful consideration...The family
approach ensures we don't take unnecessary risks. Moreover, we expand when someone,
whether a friend or a new face, trusts the MAIN brand enough to invest in." Interview 6
"MAIN's international strategy is unique—it's all about trust. The expansion happens when
someone believes in MAIN enough to buy into the family. It's not about aggressive marketing,
it's about building relationships." Interview 3
“Selecting partners is a crucial decision, and integrity tops our list. Professionalism and
proven results matter, but, above all, partners must uphold high moral standards. In our
company, everyone treats the business as their own. For franchise directors, this is especially
vital—not just for us, but for their own success. Trust and shared values lay the foundation for
enduring partnerships, creating a network.” Interview 1

° Less formal communication
"While I wouldn't characterize the owner's relationship with directors as friendships, their
interactions often transcend the boundaries of work." Interview 2
"The owner maintains a professional yet cordial rapport with directors." Interview 5
Internationalisation barriers:

° Following same patterns
“I would say that our biggest flaw is that the company is going only in familiar ways. After
expanding in Russia, we started expanding to Russian speaking countries. Luckily, it didn’t
require much adaptation because of the shared Soviet past. However, that habit of using the
same tools all the time brought us a lot of problems when expanding in Europe.” Interview 2
“Well, we even hired only Russian speaking specialists abroad, because we were so used to

having meetings in Russian.” Interview 8§
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"Recognizing the repetitive nature of issues like language barriers and geopolitical
complexities, we sought solutions rooted in our shared experiences. Now, drawing from this
insight, we strategically hire individuals who bring diverse competencies, closing the
knowledge gaps that once posed obstacles." Interview 1
“We had very tough times when first expanding to Europe, as we learned that everything we
knew about internationalisation was wrong. The incredible financial losses we had made us
change our strategy.” Interview 4

) Lack of system adaptation
“We are not only a real-estate agency. We have an IT-subsidiary that makes software products
exclusively for our company. So technically, none of that software had ever even been
translated into English before the big crash in Europe.” Interview 6
“It might sound funny, but there was a time when our HR-Ads abroad had Russian phone
numbers. So potential partners and workers had to first pay a lot of money for roaming in order
to find a job.” Interview 10

° Knowledge and expertise gaps
"One of the main challenges we faced was the language barrier... Another hurdle was the
closure of borders within Russia, exacerbated by the COVID-19 pandemic and subsequent
restrictions... To address these challenges, we initially had a dedicated international team with
an English-speaking leader, legal and corporate law specialists, and experts in international
transactions. Their competence and understanding of processes helped us overcome these
barriers." Interview 3
“It was one of the major shocks, that people in Europe have different purchasing habits. Not
Jjust different, almost opposite ones. We were not ready for that.” Interview 1
“We had to pay a lot of fines for not following some of the bureaucratic standards. Moreover,
we had to pay fines for not paying fines, because they came per post and in Russia everything
comes to the company email address. We hadn't been checking mail boxes for ages.” Interview
2

° Lack of managerial competence
“Most of our managers never had experience of working with and in international teams. It
caused a lot of time and financial losses.” Interview 3
"Being a family firm has both pros and cons for our international growth. On the positive side,
it brings a sense of trust and commitment to the table... However, there are challenges too;

sometimes, decisions are influenced by personal factors rather than purely professional ones."

Interview 4
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“It happened a lot that we got mistaken with our partners. Some of them were very ambitious
to run subsidiaries but didn’t have enough skills to do that.” Interview 7
“I guess it all started from the way the company started to expand. A friend of the owner first
suggested starting a franchisee office in another Russian city. And then with that idea started
the internationalisation to Kazakhstan. So basically it all started with friends, but friends, as
we know, are not always the best workers. ” Interview 9
"The international growth is a mix of professionalism and the owner's instincts. It's like, on one
hand, we've got these solid business plans and strategies, and on the other hand, there are days
when decisions seem to depend on the owner's mood. It's a rollercoaster, but that mix somehow
contributes to our global presence." Interview 2

° Biased decision making
"Occasionally, personal preferences of the owner play a role in the decision-making process."
Interview 9
"The ultimate decision rests with the board of directors, presided over by the business owner."
Interview 10

° Language barriers
"Recognizing the repetitive nature of issues like language barriers and geopolitical
complexities, we sought solutions rooted in our shared experiences. Now, drawing from this
insight, we strategically hire individuals who bring diverse competencies, closing the
knowledge gaps that once posed obstacles." Interview 1
“We were hiring Russian speaking specialists because we personally didn’t know English. It
turns out, it’s better to hire locals and not be that dependent on the language.” Interview 6
"Expanding internationally meant grappling with cultural differences and human resource
challenges... Overcoming these challenges involved investing in cross-cultural training,
recruiting local talent, and fostering a more inclusive and culturally sensitive workplace
environment." Interview 5

° Cultural barriers
“It was difficult to work with foreign specialists. We have different corporate cultures. In
Russia you work when you have to work, including weekends. Whereas our foreign specialists
were unavailable from Friday evening till Monday morning. It was difficult not to take it
personally, for me at least.” Interview 8
“One challenge we faced in our internationalization journey was the stark difference in work
ethics across cultures. In some regions, there's a strong emphasis on individual contributions,

while our company thrives on collaborative teamwork.” Interview 5
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"Expanding internationally meant grappling with cultural differences and human resource
challenges... Overcoming these challenges involved investing in cross-cultural training,
recruiting local talent, and fostering a more inclusive and culturally sensitive workplace
environment." Interview 9
"Understanding the mindset of international partners became even more challenging in this
context [COVID-19 Pandemic and War in Ukraine]. Additionally, navigating capital
movement and document turnover faced heightened difficulties, especially after the war
situation." Interview 6

° High costs of international expansions
"Expanding beyond borders comes with a hefty price tag. There's the initial investment in
establishing a presence — setting up offices, hiring local staff, and navigating legal
requirements. This upfront cost is a significant barrier, especially for a family firm like ours,
where financial decisions are scrutinized for their long-term impact." Interview 4
"It's not just about starting up, ongoing operational expenses can skyrocket. Adapting to
different markets requires resources — from tailoring marketing strategies to conforming to
local regulations. The need for market research, hiring local experts, and adjusting our
offerings all contribute to the high costs of international expansion. It's a complex puzzle that
demands financial resources." Interview 6

° War in Ukraine
"Recognizing the repetitive nature of issues like language barriers and geopolitical
complexities [Sanctions and War in Ukraine], we sought solutions rooted in our shared
experiences. Now, drawing from this insight, we strategically hire individuals who bring
diverse competencies, closing the knowledge gaps that once posed obstacles.” Interview 1
"After the Ukraine war, MAIN had to rethink its global strategy. We closed offices in sanctioned
countries, and the franchise model took center stage. In the UAE, we thrived." Interview 7
"Ukraine's aftermath reshaped MAIN's global landscape. With most offices closing due to
sanctions, a strategic shift was essential. Enter franchisee directors in UAE and Turkey—
strategic pillars. Moving capital abroad became a necessity." Interview 9
“Not only is it almost impossible to travel abroad, it also became very expensive. Every
international transaction is followed by huge fees. European regulations made it impossible
for Russian firms to survive there.” Interview [
“Well, I don’t want to make direct comparisons, but if big companies like Sberbank couldn’t
survive in Europe, with all their financial, managerial and even networking resources

[meaning connection to the government], we had no chance.” Interview 3
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° Covid Pandemic
"One of the main challenges we faced was the language barrier... Another hurdle was the
closure of borders within Russia, exacerbated by the COVID-19 pandemic and subsequent
restrictions... To address these challenges, we initially had a dedicated international team with
an English-speaking leader, legal and corporate law specialists, and experts in international
transactions. Their competence and understanding of processes helped us overcome these
barriers." Interview 3
"The COVID-19 pandemic hit us hard on the internationalization front. With lockdowns and
travel restrictions, our usual business operations were disrupted. The inability to conduct on-
site visits, attend international events, and engage in face-to-face meetings slowed down the
pace of our global expansion. It made us rethink and adapt our strategies to navigate this
unforeseen challenge." Interview 2
"Covid brought a wave of uncertainty that impacted decision-making. With priorities shifting
towards business continuity and the immediate challenges posed by the pandemic, our
internationalization plans took a back seat. The focus was on managing the crisis, and it
became a significant barrier to the steady progression of our global ventures." Interview 7
"Understanding the mindset of international partners became even more challenging in this
context [COVID-19 Pandemic and War in Ukraine]. Additionally, navigating capital
movement and document turnover faced heightened difficulties, especially after the war

situation.” Interview 6

Ways of overcoming internationalisation barriers

° Finding more experienced partners in foreign markets
"Our approach to overcoming internationalization barriers has been strategic. Finding more
experienced partners in foreign markets has been a game-changer. By teaming up with
established players who understand the local nuances, we gained valuable insights, navigated
regulatory landscapes, and accelerated our entry into new territories. It's about learning from
those who've already paved the way, minimizing risks, and maximizing the chances of success."
Interview 4
"It's not about rushing into new markets, it's about thoughtful consideration...The family
approach ensures we don't take unnecessary risks. Moreover, we expand when someone,
whether a friend or a new face, trusts the MAIN brand enough to invest in." (Interview 6)

"The process of selecting managers for our subsidiaries starts with our network development

experts." (Interview 9)
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"Numerous interviews are conducted with specialists at various levels." (Interview 9)
° Learning from the past
"Our current strategy for further international growth centers on learning from past
experiences.” Interview 6
"Our growth trajectory has been shaped by a blend of meticulous planning and learning from
past experiences. The highs and lows of our journey, from the triumphs in Turkey to the
setbacks in the Czech Republic, have been instrumental in refining our approach. The failures
have not deterred us, instead, they've become invaluable lessons. Each misstep serves as a
compass guiding us toward smarter, more calculated decisions.” Interview 9
° Looking for local employees instead of relocating specialists from other
countries
“Now the foreign offices have the majority of local employees.” Interview [
“Some of our new specialists can barely talk to us because of the language barrier, but that
are star-workers” Interview 3
"Language barriers and geopolitical complexities were viewed not just as corporate obstacles
but as personal puzzles to solve. Many employees proactively engaged their personal networks,
connecting with friends, or even family members abroad to seek insights and solutions.”
Interview 10
° Creation of the department responsible for international communications and
culture
"In response to the growing complexity of international business, we established a dedicated
department focused on international communications and culture. This move was pivotal in
bridging gaps across borders, ensuring seamless communication, and fostering a shared
global culture within the company. It's not just about words; it's about creating a language
that transcends borders and resonates with the diverse backgrounds of our global workforce."
Interview 8
"Recognizing the need for a dedicated focus on international interactions, our company
initiated the creation of a specialized department. This team serves as the linchpin for effective
communication, breaking down language barriers, and ensuring a harmonious blend of
cultures. It's a testament to our commitment to global integration and understanding.”
Interview 10
"As a family firm, the challenges in our international journey felt personal to many of us. Many
employees took it upon themselves to tap into their personal networks, seeking assistance from

friends and acquaintances with expertise in foreign markets.” Interview 5
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) Obligatory English classes for all employees
“Since it’s hard to always look for Russian speaking specialists and partners, we now have
English classes for all employees.” Interview 8
"We recognized the importance of a common language in our global endeavors. Offering
English classes to all employees was a proactive step. It's not just about communication, it's
about breaking down barriers and fostering a shared understanding.” Interview 6
"Making English classes mandatory for everyone was a game-changer. It's not just about
linguistic proficiency, it's about creating a workforce that can seamlessly collaborate on the
global stage. This investment in language skills has translated into enhanced cross-cultural
communication and a more cohesive international team." Interview 3

° Subsidies for other languages learning
“Our employees also get discounts for learning other languages” Interview 8

° Expansion through franchising and further partial or full acquisition of

franchising offices
"While the markets are undoubtedly larger, the existing barriers and complexities pose
challenges for a Russian company looking to expand its franchise beyond the borders.”
(Interview 2)
"The business owner and the board of directors acknowledge the necessity of capital

diversification in the current political climate." (Interview 6)
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Interview Guide

Introduction

o Present the topic and the research question of the thesis.

e Ask for consent to record the interview and let the participant be aware that the

interview is anonymous.

e [ will ask open-ended questions, so please elaborate your answers as much as
possible.

e Do you have any questions before we start?

Background information of the interviewee:

1. Name

2. Can you please describe your background and your role in the company?

1. Family Firm Validation
3. What does the term “Family Firm” mean to you?

4. Do you consider MAIN as a family firm? Why?
5. How being a family firm has affected the international growth of your firm?

2. Complexities by Internationalization
6. Can you please outline the key moments of MAIN's international growth?

7. What have been the major challenges the company has faced in its
internationalization path, and how were they addressed?

3. Use of Social Capital in Family Firms Internationalization
8. What are the most important criteria for selecting your partners? How the

relationships with partners are maintained and how they affected the international
growth of the company?
0. How do you select managers to be placed in your subsidiaries?
10.  How are the relationships between the owning family and the subsidiary woven
and maintained?

Additional Question (if relevant):
11.  How would you describe the relationship between Ildar Borisovich (the CEO
and the family member) and subsidiary directors abroad? (Birley, 1985) How did they
meet? Who initiated internationalization to one country or another? (Filser et al.,2020)

Last question:

12. What are the opportunities for the further international growth of the firm?
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