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Abstract: This conceptual paper examines how network capital drives global expansion of Chinese high-tech small and
medium-sized enterprises (SMEs), with innovation strategy as a mediator and government policy as a moderator. The
model disaggregates network capital into three dimensions: availability of network resources, access to market
opportunities, and access to collaboration. We propose that these dimensions directly and indirectly influence global
expansion through innovation strategy, moderated by government policies. The study contributes to internationalization
literature by refining network capital's conceptualization and providing China-specific insights. Practically, it offers
guidance for SME managers and policymakers in leveraging networks and designing supportive measures.
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Introduction

a mainstay of economic development, especially in countries that are emerging like China,

with their high-tech SMEs becoming engines for innovation and international market
competition (Su and others 2020). Chinese high-tech SMEs are exploring global markets more and
more, seeking new sources of growth (Liu and Li 2022). But these firms face major obstacles,
including inadequate financial and human resources, entry barriers to markets and intense global
competition (Zhang and Merchant 2020). Network capital is the relational resource embedded in both
social and business networks, and it has now become a key strategic resource for internationalization
(Nahapiet and Ghoshal 1998).

D uring the rapid globalization of markets, small and medium-sized enterprises have become

Network capital has three dimensions: access to resources (technology knowledge, financial support,
expertise), access to markets (connections with global customers and other markets), and access to
co-operation (collaborations with enterprises, scientific research institutions and networks at LIS
level) (Su and others 2020). It is in these dimensions that high-tech SMEs need to expand
internationally can overcome their resource constraints and cope with the complexity of international
markets. However, the process by which network capital turns into global expansion is complicated,
involving the company's internal capabilities as well as external institutional influences. Strategy for
innovation, where the enterprise's capability to create new products or processes is central in turning
resources derived from network potential into competitive advantages for smaller

firms on a worldwide scale (Genc et al. 2019). China's policy environment, such as export subsidies,
preferential tax treatment and international co-operation agreements, is a major factor shaping the
effectiveness of network capital (Wang and others 2021).

Though network capital's importance, especially as a strategic resource, is steadily increasing, current
research also has its drawbacks. First, network capital is always grasped as a unidimensional concept
(Su et al., 2020), and indeed people forget that it has many sides. Second, while innovation has been

Organization Development Journal .
Volume 43, Issue 2, 2025 P \

© The Organization Development Institute (O DJ
Some Rights Reserved (CC BY-NC-ND 4.0). b, e

ISSN: 0889-6402 o/

http://www.odjournal.org//



Leveraging Network Capital for Global Expansion

recognized as a prime driver of international business activity for years, its mediating role between
network capital and internationalising enterprise has not been systematically studied (Idris & Hansen,
2018). Third, government policy's moderation in China 's institutional context remains relatively
unexplored (Wang et al., 2021). This paper explores the questions: How does network capital further
the international expansion of Chinese high-tech SMEs? And in this process, what roles do
innovation strategy and government policy play?

Literature Review
Network Capital: Concept and Dimensions

Network capital, which is deeply embedded in social, commercial, and institutional relations is going
to be a primary strategic advantage for companies. This is especially true for those SMEs residing in
resource-poor settings (Nahapiet & Ghoshal, 1998).

From an angle of social capital, network capital contains relational (trust and reciprocity), structural
(network ties), and cognitive (shared knowledge) assets that help enterprises access resources from
the outside, reduce risk, and win competitive advantage (Su et al., 2020).

With Chinese high-tech SMEs, network capital assumes particular importance in coping with internal
shortcomings and navigating tough global markets that are characterized by technological disruption
as well as increasingly complex regulatory regimes.

This paper divides network capital into three areas whose international implications stand out:

Availability of Network Resources:

From a network perspective, a nation's comprehensive strength includes knowledge, experience,
financial resources, and intellectual capital gained from networks. This encompasses technological
knowhow, financial capital, intellectual property, and specialized know-how. For high-tech SMEs,
this could mean access to leading R&D facilities through collaboration with universities or
connections with venture capitalists. The report shows how these resources help small and medium-
sized businesses fill in technology gaps and speed up the development of their products for world
markets (Su et al., 2020).

Access to Market Opportunities:

It is the act of using networks to enter foreign markets and explore customers worldwide. There are
both potential customers for companies now in every corner of the world not so far away from home
as before (Liu and Li in 2022). International trade associations are an important channel of
communication about what foreign consumers want. Research based on data from China shows that
getting into foreign markets through network organization greatly improves the export capacity of
small and medium-sized enterprises and also facilitates market diversification (Zhang and Merchant
in 2020).

Access to Collaboration:

In this factor, collaboration network mainly means that people or entities have relationships with the
outside world. For example, they can form a joint venture shared risk management/validation with a
foreign company, a co-developer of new products and such things (Coviello, 2020). These networks
can help China's small high-tech companies to go out into the world: in the last resort it might not be
a question of getting markets somewhere else but opening up new ones for us alone too.As Su et al.'s
(2020) research on Chinese high-tech SMEs shows, cooperative networks help smaller firms assume
risk together and thereby also reduce their costs of operating in a rapidly changing global economic
environment.

previous research it often simplifies the multi-faceted nature of network capital, losing its
multifarious kinds of effects (Su et al., 2020). This gap constrains more in-depth understanding on
how single network elements drive globalization and especially high-technological industries
requiring a variety of different kinds of strategic networking rather than just one type alone.
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Globalization of High-Tech SMEs

Globalization in this sense represents a key strategic development for hightech SMEs: By scaling up,
exporting products, making advantage of technological advances and multiply earning channels. It
helps them to sharpen their internal skills as well as make firmer stake in those external market for
their empowerment on such an uncertain stage of the world economy is made possible only by
financial success in my estimation provided; but Charles Knight has always insisted upon personal
responsibility no matter where or when globalism is incarnated this way... Unlike traditional SMEs,
high-tech firms typically engage in rapid internationalization due to their innovative business models,
focus on niche markets, and need for fast product renewal (Coviello, 2020). According to the
internationalization process model of Uppsala, firms follow a gradual pattern. This means that they
gradually learn about foreign environments and build relationships with local defense community to
reduce the negative consequences of being new to a country. It is also an effort not conduced for one
company alone but by companies in general over time. However, this incremental approach is often
not suitable for high-tech SMEs, who exchange goods directly on digital platforms in multiple

markets simultaneously and conduct cooperative ventures across severalo

The resource-based view (RBV) provides additional explanation for global expansion, arguing that
firm-specific resources and capabilities, including technological strength, brand power, and network
ties, create competitive advantages (Barney, 1991). Network capital is a critical resource for high-
tech SMEs. It provides firms with a means to adjust for deficiencies in internal resources and to
connect with global value chains (Liu & Li, 2022). Recent empirical studies of Chinese SMEs
suggest that a phenomenon known as network-induced expansion increases export intensity and
market diversification, with the extent of this success depending upon adaptation to host-country
institutions and cultural factors (Su et al., 2020).

Innovation Strategy as Mediator

Most high-tech SMEs are driven to international by A good innovation strategy. There are at least
three reasons why this is so: Deciduous Thanh global markets, for example, can now be opened
thanks to a combination of high technology products and liberal economic policies. As yet however
few such collaborations have appeared on the international stage even though 2/3 of new products
come from them annually.Product innovation involves developing new products that meet
international standards, while process innovation is about making improvements, such as supply
chain optimisation or digital transformation.In high-tech industries, innovation is not only about
developing new products or processes; it also involves network relations. Constant technological
development requires high-tech SMEs to draft and maintain competitiveness.

Bringing the innovation strategy to reality network capital supports providing links between external
knowledge and collaboration opportunities (Zhang et al., 2020). Sharing R&D resources enables
faster product development, while knowledge obtained from market access gives an idea of trends in
the global economy. Collaborative relationships with universities, for example, can help co-
innovation strategies to go global. Recent research has shown that innovation strategy changes
network capital on the one hand and internationalization on the other (Genc et al. 2019). But there
has been no explicit explanation for it at present. Empirical evidence from Chinese SMEs shows that
knowledge derived from the network is a go-between for innovation, thus it improves export
performance (Liu et Li, 2022).

The Moderating Role of Government Policy

In nations which are increasingly dependent on government intervention to drive the economy, these
interventions have a significant impact on the internationalisation of SMEs (Wang et al., 2021). The
money from export subsidies, tax privileged exports and R&D funds alleviate financial pressures or
reduce entry (Du & Zhang, 2018). Business strategy, after all, is a matter of choice within the
framework that is tailored for what North calls institutional environments (North 1990). These
policies are critical for China 's high-tech SMEs — they amplify the concept of network externality,
they provide partnerships with inexpensive financing, or they offer incentive programs to get both
local and overseas partners involved.

Government policy could moderate the effect of network capital on going abroad by improving
networking efficiency. Export subsidies can help business access markets based on less cost, while
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R&D funds raise resources for innovation (Wang et al., 2021). Research has indicated that close
government connections moderate internationalization relationships with risk-filled host countries.
Studies analyzing policy effects during COVID-19 show that when moderated by policy there is not
only resilience but also growth for SMEs.

Research Gaps

The literature review highlights several knowledge gaps: (1) limited disaggregation of network
capital into dimensions (Su et al., 2020); (2) scarce discourse on innovation strategy as mediator
(Genc et al., 2019); (3) insufficient attention to government policy's moderating role (Wang et al.,
2021); and (4) lack of context-specific frameworks for Chinese high-tech SMEs.

Table 1: Summary of Key Studies and Research Gaps

Research Gaps

Author(s) & Year Focus Area Key Findings Identified Methodology
Network Capital
Studies
Network capital

Social  capital  theory|creates value through|Limi icati

. ] ghLimited application to

gz;};z;p)let & Ghoshalifoundation structural, relational,|internationalization |Conceptual
and cognitive|context

dimensions

Networks facilitate
Networks and globallquick global market
Su et al. (2020) value chains in Chineselinsertion but benefits
SME internationalizationlare  mediated by
social capital quality

Need for|
multidimensional Literature
network capitalfreview

framework

Network capital

Insufficient focus on|
enables resource

specific network|Quantitative

Network capital and

Zhang & Merchant emerging market firm

(2020) . complementarity and| . .
expansion dimensions
market access
SME
Internationalization
Studies
Limited

Innovation strategy

Knight = & CavusgilBorn-global - firms and| 2001 ¢ i

understanding of|Literature

(2020) innovation . . .. mediation review
internationalization .
mechanisms
Liability of]
Johanson & Vahlne . outsidership ~ more(Model may not apply
(2009) Uppsala model revision important than(to high-tech SMEs Conceptual
foreignness
Networks and
Liu & Li (2022) .Chlnese- o SME 1npovat19n qutly Lack .of systematlc Case study
internationalization drive  international/mediation analysis
success
Innovation Strategy
Mediation Studies
Internationalization [nnovation strateay as
Gene et al. (2019) Market/entrepreneurial |affects  innovation direct me d%ztor Quantitative
’ orientation mediation  [through orientation understudied (UAE SMEs)

mediators

. : ; ion|Limited  focus on o
Innovation types and Different innovation u Quantitative

. . L ; twork-i ti
internationalization types have varying ?e IZV ori-imnovation (UK data)
effects on export|1NKages

Idris & Hansen (2018)
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ol Research Gaps
Author(s) & Year Focus Area Key Findings Identified Methodology
propensity
. Innovgtllcl)n . I[Mediation role not| .
. International capabilities  crucial . Literature
Coviello (2020) . . . systematically .
entrepreneurship for international new . review
examined
ventures
Government Policy
Moderation Studies
. . . Limited o
Government policies and|Policy effectiveness inderstandin o fQuanntatwe
Wang et al. (2021) Chinese firm|varies by firm nang (407,765
. . o L moderation
internationalization characteristics . firms)
mechanisms
.. .. |Government Insufficient firm-level
Du & Zhang (2018) Belt and Road Initiative initiatives ~ promote[policy impact|Quantitative
impact .
outward FDI analysis
o Institutions shape|Limited application to
North (1990) Inst1tut19nal theory firm behavior andlemerging market|/Conceptual
foundation S
resource utilization |contexts
Integrated Studies
Firm-specific
Barney (1991) Resource-based view | C oo oS createNeed . .for' dynamlc Conceptual
competitive capability integration
advantages
. Network capital|Limited Quantitative
Wang & Ma (2021) Network capital —and significantly impacts|internationalization |(Chinese
SME performance
firm performance focus SMEs)
Key Research Gaps Summary:
. Theoretical Integration: Lack of comprehensive frameworks combining network
capital, innovation strategy, and policy moderation
o Multidimensional Analysis: Network capital often treated as unidimensional
construct
o Mediation Mechanisms: Innovation strategy's mediating role between networks
and internationalization understudied
. Contextual Specificity: Limited frameworks for emerging market high-tech SMEs
o Policy Interaction: Insufficient understanding of how government policies

moderate network effects

o Empirical Validation: Most studies focus on single relationships rather than
integrated models

Conceptual Model and Propositions
Theoretical Foundations

This conceptual model draws on three complementary theories to explain how network capital drives
global expansion of Chinese high-tech SMEs, with innovation strategy as mediator and government
policy as moderator.

Social capital theory provides the foundation for conceptualizing network capital as relational assets
embedded within social and business networks (Nahapiet & Ghoshal, 1998). Network capital creates
value through structural (network ties), relational (trust and norms), and cognitive (shared knowledge)
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dimensions, enabling access to resources, reducing uncertainties, and creating competitive
advantages (Su et al., 2020).

Resource-based view (RBV) holds that firm-specific resources and capabilities sustain competitive
advantages for internationalization (Barney, 1991). Innovation strategy mediates by transforming
network capital into internal capabilities such as new products or efficient processes that facilitate
global market entry (Knight & Cavusgil, 2020).

Institutional theory emphasizes external institutions' influence, especially government policies, on
firm behavior and resource utilization (North, 1990). In China's plan-driven economy, policies such
as R&D grants and export subsidies moderate network capital effectiveness, reducing barriers and
enhancing legitimacy in international markets (Wang et al., 2021).

Conceptual Model

The conceptual framework proposes that network capital, decomposed into three dimensions—
availability of network resources, access to market opportunities, and access to collaboration—
directly affects global expansion and indirectly via innovation strategy, with government policy
moderating both paths. Global expansion is measured through export intensity, number of foreign
markets penetrated, or depth of international business relationships (Knight & Cavusgil, 2020).

Network Capital Global Expansion

¢ Availability of Network Resources ¢ Export Intensity

¢ Access to Market Opportunities * Number of Foreign Markets

e Access to Collaboration ¢ Depth of International Involvement

)
Mediation 1}
\

‘ { 3
Al
f ) % Government Policy

Innovation Strategy e S, L X (Moderator)
(Mediator) #° K »
' » Export Subsidies
¢ Product Innovation \_/' ¢ R&D Grants

¢ Process Innovation ¢ Tax Incentives

* Business Model Innovation « International Cooperation Programs

\ J . J

Figure 1: Conceptual Model of Network Capital, Innovation Strategy, and Government Policy in
SME Global Expansion

Legend:

—— P1: Direct effect of network capital on global expansion

—— P2: Indirect effect through innovation strategy mediation

------ P3: Government policy moderation of network capital-global expansion relationship
—————— P4: Government policy moderation of network capital-innovation strategy relationship
Propositions

Proposition 1: The three dimensions of network capital—availability of network resources, access
to market opportunities, and access to collaboration—positively affect global expansion of Chinese
high-tech SME:s.
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Network capital provides essential resources and opportunities to overcome internationalization
barriers. Access to network resources (e.g., technological competence) enables SMEs to accumulate
capabilities facilitating global competition (Wang & Ma, 2021). Market opportunities access
connects firms with foreign buyers or distributors, facilitating market entry (Liu & Li, 2022).
Collaborative networks provide access to multinational partners, ultimately enhancing international
presence (Su et al., 2020).

Proposition 2: Innovation strategy mediates the relationship between network capital and global
expansion of Chinese high-tech SMEs.

Innovation strategy transforms network capital into competitive advantages. Network resources
enable product innovation for global markets. Market opportunities reveal consumer needs directing
innovation. Collaborative networks enable joint R&D enhancing global competitiveness (Genc et al.,
2019).

Proposition 3: Government policy positively moderates the influence of network capital on global
expansion of Chinese high-tech SMEs.

Government support, such as export subsidies, mitigates financial risks in market access and
reinforces impact on international development (Wang et al., 2021). International partnership-
friendly policies facilitate collaborative network establishment.

Proposition 4: Government policy positively moderates the relationship between network capital
and innovation strategy of Chinese high-tech SMEs.

R&D funding increases effectiveness of network resources for innovation activities. International
cooperation policies enhance collaborative networks supporting innovation (Wang et al., 2021).

Discussion and Implications
Theoretical Contributions

The proposed model makes several theoretical contributions. First, it extends social capital theory by
distinguishing network capital's three dimensions, providing a more nuanced perspective on its
internationalization role (Nahapiet & Ghoshal, 1998). Second, it extends RBV by positioning
innovation strategy as a mediator transforming network capital into competitive advantages (Barney,
1991). Third, incorporating government policy as moderator integrates institutional theory into
internationalization literature (North, 1990). Fourth, the model addresses the Chinese high-tech SME
context, complementing literature traditionally focused on developed economies.

Practical Implications

For SME managers, the model highlights strategic network capital development for global growth.
Firms must strategically develop networks accessing resources, market opportunities, and
partnerships. The mediating role of innovation strategy indicates SMEs should prioritize product and
process innovations converting network capital into global competitiveness.

For policymakers, government policy's moderating effect underscores intervention program
necessity. Export subsidies, tax incentives, and international cooperation programs can lower global
operation barriers. R&D subsidies should support innovation activities enabling SMEs to transform
network resources into competitive advantages.

Limitations

As a conceptual study, the model lacks empirical testing. Focus on Chinese high-tech SMEs restricts
generalizability to other sectors or countries. Dimensionalizing network capital presents
measurement challenges requiring scale refinement.

Findings
Key Patterns Identified

Our theoretical analysis reveals several critical patterns in how network capital facilitates Chinese
high-tech SME internationalization:
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Multidimensional Network Effects:

Network capital operates through three distinct yet interconnected dimensions. Resource availability
provides the foundational capabilities, market access creates opportunities for international
engagement, and collaboration networks enable risk-sharing and knowledge transfer. This
multidimensional approach contrasts with previous unidimensional treatments and suggests that
successful internationalization requires balanced development across all three dimensions.

Innovation as Strategic Bridge:

Innovation strategy emerges as the crucial link between network-derived resources and international
success. Rather than networks directly enabling internationalization, they first must be transformed
through innovation activities into market-ready products and processes. This finding suggests that
passive network membership is insufficient firms must actively leverage networks for innovation
purposes.

Institutional Amplification:

Government policy functions as an amplifier rather than a direct driver of internationalization.
Policies enhance the effectiveness of existing network capital rather than substituting for it. This
reveals the complementary nature of institutional support and firm-level networking capabilities.

Important Differences

Such estimates are borne out by the experience of high technology small and medium enterprises
(SMESs) in China, which take their international pattern in specificity quite different from that number
is to be found in understanding the prominence of government intervention in Chinese policy
formation. Chinese SMEs reflect China's institutional environment both structures the business
landscape and highlights this importance.

This suggests that internationalisation theories, which were developed only within Western contexts,
might not fully capture developing economy dynamics.

Speed Learning Trade-offs: In stark contrast to his Uppsala model predictions of gradual
internationalization, overseas activities by China-made hi-tech small and medium private enterprises
(SMEs) generally use fast P'ioptimumspeed 'born-global strategyization networks that provide
instant access to global value chains. But success also depends on simultaneous innovation capability
development.

Collaborative Competitive Orientation: Compared with individual firm capabilities, Chinese SMEs
place a greater emphasis on networks with other enterprises or organizations (linked firms). This
reflects cultural preferences for guan xi-based relationships but also springs from practical necessity,
given resource constraints. The collaboration dimension of network capital is especially key to
overcoming liability of foreignness.

Policy Dependence Paradox: While government policy impact is extremely positive in moderating
network effects, this dependence leads to potential limits on long-term competitiveness. Any small
or medium business concern sponsored by policy must at the very time independent capabilities to
ensure the sustainable internationalization of it.

Conclusion

This conceptual paper addresses how network capital supports Chinese high-tech SME
internationalization, focusing on innovation strategy's mediating role and government policy's
moderating effect. The model, informed by social capital theory, resource-based view, and
institutional theory, argues that network capital's three dimensions directly and indirectly (through
innovation strategy) influence global expansion, with government policy moderating these
relationships.

As conceptual research, the model's propositions require empirical testing. Future studies should test
the structure using survey or secondary data from Chinese high-tech SMEs. Cross-industry or cross-
country comparisons could investigate generalizability, while longitudinal research may examine
dynamic effects. Additional variables such as organizational learning or market competition could
enhance the model's explanatory power.
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The paper provides a solid theoretical foundation for understanding network capital's role in Chinese
high-tech SME internationalization. By integrating innovation strategy and government policy
perspectives, it offers a comprehensive framework advancing academic research and informing
emerging market internationalization strategies.
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