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Abstract 
Background: Small exporting firms from a developing economy like the Philippines need to build and 
nurture their relation capital as well as gain adequate knowledge about exporting in order to succeed 
in their export ventures. Given the institutional voids in developing economies, relational capital and 
export knowledge have become critical sources of competitive advantage that enable these small 
firms to successfully exploit business opportunities overseas. It is not clear however, how relational 
capital and export knowledge relate to each other such that they synergistically and positively 
contribute to firm performance in the context of small exporters in the Philippines.  
 
Aims: This paper challenges the conventional view that relational capital is an antecedent to 
knowledge within the firm. Rather, we argue that relational capital is the mechanism through which 
knowledge is able to influence firm performance, particularly for exporting SMEs in developing 
countries. The main purpose is to test the direct, indirect and mediating effects of relational capital on 
the relationship between export knowledge and firm performance.  
 
Method:  The study uses survey data from a sample of 175 SMEs engaged in exporting from the 
Philippines. SEM is used to estimate the direct, indirect and mediating effects similar to the approach 
used by Kelloway (1998) and James & Brett (1984).  
 
Results: The results confirm that both export knowledge and relational capital are positively related to 
firm performance and that the latter has partial mediating effects on the relationship between export 
knowledge and firm performance. 
 

Conclusion: The findings challenge the conventional wisdom that export knowledge is an antecedent 

to relational capital. The findings in this study suggest that relational capital allows firms to exploit 
existing export knowledge and they are able to improve their performance despite the institutional void 
often present in developing countries.   
 
Keywords export knowledge, relational capital, performance, Philippines.  
 

1. Introduction 
The resource-based view of the firm (RBV) highlights the importance of rare, inimitable and non-
substitutable resources to the competitive advantage and performance of firms (Barney 2007; 
Federico, Kantis, Rialp & Rialp 2009; Mejri & Umemoto 2009; Wernerfelt 1984). Knowledge, 
particularly tacit knowledge, has also been recognised as one of the firm‘s resources with the potential 
to contribute the most to its competitive advantage (Barney 2007; Morgan, Zou, Vorhies, Katsikeas 
2003; Newbert 2007; Xu, Huang & Gao 2010; Kogut & Zander 2003; Nonaka 1994). However, a firm 
can augment knowledge-based resources  by actively engaging with knowledge based institutions 
such as universities, consultants and government agencies or through informal and formal industry 
networks.  
 
Recent developments in the resource based view of the firm (Barney 2007) also highlight relational 
capital as a critical component of the firm‘s bundle of intangible resources (Pollard & Jemisz 2010; 
Chrisholm & Nielsen 2009; Locket, Thompson & Morgenstern 2009; Okpara 2009; Newbert 2007). 
Relational capital which emanates from the firm‘s formal and informal networks, inter-firm relations, 
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and managerial ties have been found to be particularly important resources for small and medium size 
enterprises (SMEs) in developing countries (Ellis 2010; Pollard & Jemicz 2010).  
 
Although knowledge and relational capital have been found to be separately important determinants of 
the performance of firms in general, it is less clear how knowledge does in fact contribute towards their 
performance (Mejri & Umemoto 2010). A firm can have a stock of tacit and codified knowledge but 
such knowledge by itself does not necessarily lead to superior performance unless the firm can exploit 
such knowledge.  
 
One sector in which SMEs from developing countries find it particularly difficult to grow and compete is 
the export sector. This is because SMEs from developing countries have relatively limited resources to 
compete against large companies in the international market place. Because of the lack of well-
developed support infrastructures for exporters in developing countries and in order to mitigate the 
liability of foreignness, developing country SMEs often acquire and exploit export knowledge through 
formal and informal networking with trade and industry associations.  
 
Although knowledge resources and relational capital are considered to be  important elements of  the 
international activities of firms, the interplay among them remain under-researched (Federico et al 
2009) particularly for SMEs exporting from developing countries (Ma et al 2009; Manolova et al 2009). 
Relational capital is conventionally considered as an antecedent to the accumulation of firm resources. 
However, in this paper we argue that exporters already possess sufficient knowledge by the very fact 
that they are actively exporting. We argue that in the context of SMEs from developing countries, 
exporters have access to codified export knowledge from varied sources, in particular from the world 
wide web and the web sites of foreign governments and agencies. However, codified knowledge does 
not constitute a source of competitiveness because it is widely available and accessible (Nonaka, 
1994). Thus, firms which have well developed relational capital are more likely to have access to more 
tacit export knowledge in order to exploit international market opportunities. For this reason, in this 
paper we argue that relational capital is a mediating variable between the firm‘s knowledge resource 
and performance. Relational capital helps explain why a relationship exists between knowledge and 
performance. Building on the resource base view of the firm (Barney 2007), this study argues that in 
addition to having export knowledge, small exporting firms must have relational capital in order to 
exploit tacit knowledge to facilitate access to foreign markets, and fill the institutional voids such as 
bureaucratic rigidities in dealing with government agencies particularly in developing countries.  
 
The rest of the paper is organised as follows. The next section presents the theoretical basis for the 
conceptual model of study and the hypotheses. Section 3 presents the data and measures used. The 
model estimation and discussion of results are contained in section 4 followed by the conclusion, 
limitations of the study and areas for future research in the last section. 

 
2. Conceptual Model and Hypotheses  
Research on the export performance of firms abounds in the literature (Abby and Slater, 1989; 
Cavusgil and Zhou, 1994; Sousa, Lopez & Coelho 2008). Traditionally, export performance research 
have focused on how firm characteristics and their resources influence the performance of exporters. 
Firm resources traditionally considered include management and financial resources. The resource-
based view (RBV) of the firm posits that only resources that are valuable, rare, inimitable and non-
substitutable are a source of the firm‘s competitive advantage (Barney 1991; 2007; Wernerfelt 1984). 
Knowledge and relational capital have been identified explicitly and acknowledged as being rare, 
inimitable, and non-substitutable mainly because of their intangible and dynamic nature (Chrisholm & 
Nielsen 2009; Federico et al 2009). Although the roles of export knowledge and relational capital have 
been studied in relation to firm performance and competitiveness, these two factors have been studied 
independently and in isolation of each other. Furthermore, a review of the literature suggests that 
research between export knowledge, relational capital and performance for exporters remain 
underdeveloped. This is a particularly important gap in the literature because exporters often operate 
in a more complex environment than purely domestic firms and often they require sophisticated export 
market intelligence in order to compete successfully in the international market place.  
 
Furthermore, small and medium size exporters often find exporting to be a challenge due to a lack of 
knowledge about foreign markets, consumer trends and the nature of competition. Acquiring export 
market knowledge and intelligence is often too costly for individual SMEs because of their limited 
financial resources. In order to overcome the ‗liability of smallness‘ it is not unusual for SMEs to 
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cooperate in order to be able to access and utilise export knowledge and successfully exploit export 
market opportunities. One way of achieving this is through the development of networks and formal 
and informal relationships with key industry players which facilitate the transformation of export 
knowledge into superior performance. For the purposes of this study, these networks of relationships 
are termed relational capital. Figure 1 shows the relationship between export knowledge and 
performance and suggests that relational capital is the mechanism through which export knowledge is 
able to influence the performance of the firm.  

+ 
 
 
 
 
 
 

 
 
 

Figure 1. Export Knowledge, Relational capital and Performance: Conceptual model  

 
Relational capital has traditionally been viewed as an antecedent to knowledge accumulation and 
creation within the firm (Anderson et al 2010; Luo 2003). The current study challenges this view by 
arguing that relational capital is a strategic asset that even the most ‗knowledgeable‘ firm needs to 
build and exploit in order to facilitate access to export markets. This is particularly applicable to small 
exporting firms in emerging economies where firms operate in environments characterised as having 
unpredictable and unstable institutions (Peng et al 2008; Roxas et al 2009; Wu & Leung 2005). Having 
knowledge about exporting is not sufficient for firms to succeed in their export ventures although 
knowledge by itself has been found to be an important element of performance (Ellis 2010).   
 
2.1 Review of literature and hypotheses 
Export knowledge and export performance  
Knowledge resources form part of the firm‘s bundle of intangible resources which are increasingly 
being recognised as being the most valuable assets of the firm for competitive advantage (Barney 
2007; Wernerfelt 1984; Locket et al., 2009; Newbert 2007; Sousa et al., 2008). The role of knowledge 
resources in the internationalisation and performance of firms is also well established in the 
international business and export marketing literatures. The ability of the firm to effectively and 
efficiently respond by adapting its product offerings to particular target export markets depends 
critically on how knowledgeable the firm is about these markets (Morgan et al 2003). Knowledge about 
an export venture‘s potential, consumers, competitors, marketing channels and the broader 
environment in the target export market allows the firm to strategically reconfigure its existing 
resources and develop adaptive strategies to take advantage of export opportunities and minimise 
risks (Cavusgil & Zhou 1994; Morgan et al 2003; Toften 2005). Thus, the ‗knowledgeable‘ exporting 
firm is more likely to be competitive in international markets and consequently enjoys better overall 
export performance. Hence the following hypothesis: 
 
H1 - Export knowledge is positively associated with export performance.  

 
Relational capital and export performance 
Relational capital refers to formal and informal relationship which firms or rather their owner/managers 
and employees have developed internally and externally (Li 2007; Ma et al. 2009; Federico et al. 
2009).  According to the social capital literature, firms do not operate in isolation but rather, are 
embedded in a network of relationships as they create value (Ma et al 2009; Manolova et al 2009). 
This network of relationships with other firms, other economic or social entities, and individuals 
generate some form of intangible relational assets that are valuable to the firm. As this type of 
resources is highly inimitable and non-substitutable they can potentially endow firms with strategic 
benefits essential for the creation of sustainable competitive advantage (Chrisholm & Nielsen 2009; 
Lages, Silva, Styles, & Pereira 2009; Barney 2007) 
 
Previous studies on relational capital have emphasised the importance of inter-firm networks as well 
as networks of owners or managers and on how these social relations act as conduits or channels 
through which externally available resources are funnelled into the firm (Ellis, 2010; Li 2007; Ma et al 
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2009; Newbert 2007). The network model of internationalisation (e.g. Hadley & Wilson 2003; Ell is 
2010; Federico et al 2009) also emphasizes that a firm‘s performance in its export ventures depends 
largely on its ability to build and maintain strong and reliable network of relationships both in the home 
country and in foreign markets. Relational capital provides the firm with an understanding of possible 
constraints and opportunities for its export operations (Hadley & Wilson 2003). Hence the following 
hypothesis: 
 
H2 – Relational capital is positively associated with export performance.  

 
Mediating effects of relational capital  
The main contention of this paper is that contrary to the conventional view that relational capital is an 
antecedent of export knowledge, relational capital provides a mechanism for firms to exploit their 
export knowledge in order to improve their performance. Relational capital has been found to help 
channel valuable resources into the firm (Lim & Cu 2010; Manolova et al 2009; Pollard & Jemicz 
2010). Furthermore, in today‘s knowledge based economy, knowledge is widely availab le and often 
firms are overwhelmed with the quantity and quality of knowledge available to them. And, the 
environments in which firms operate is often characterised as having shorter product life cycles and 
more demanding consumers.  Firms in developing economies, in particular, operate within institutional 
environments that are less reliable and predictable adding substantial transaction costs for business 
operations domestically and internationally (Gao et al 2008; Roxas et al 2009; Peng et al 2008). In 
such environments it is not sufficient for firms to have export knowledge. Rather, firms must develop 
and nurture their relational capital in order to exploit their knowledge base, facilitate access to foreign 
markets, and fill a host of institutional voids (Luo 2003; Manolova et al 2009). Hence it is postulated 
that SMEs can improve their export performance by using their relational capital to exploit export 
knowledge. 
 
H3 – Relational capital mediates the relationship between export knowledge and export performance. 

 
3.  Sample and Data 
The data used in this study form part of a large-scale survey of SMEs conducted in 2007-2008 in three 
cities in the Mindanao region, southern Philippines. An estimated 750,000 SMEs form the backbone of 
the economy in the Philippines and account for almost 70% of the country‘s total employment, 30% of 
the country‘s gross domestic product (GDP) and more than 25% of the country‘s total export revenue 
(Aldaba 2008).  SMEs also represent almost 60% of all exporting firms in the manufacturing sector 
(DTI 2006).  Despite the dominant and critical role of SMEs in the Philippines, research on the 
behaviour and performance of SMEs engaged in export remains underdeveloped. A sample of 1600 
SMEs identified from the local government‘s business registry was first targeted.  A number of 
fieldworkers were used to personally deliver and collect the questionnaires to and from participants in 
order to ensure a high response rate.  The questionnaire contained questions relating to the firm 
characteristics, the main business activities and also sought management‘s responses to the 
importance of relational capital. From the returned questionnaires, a total of 1056 responses were 
deemed fully complete. From this sample, we identified and retained 175 manufacturing firms which 
were actively exporting for the purposes of the present analysis. 
 
Table 1 summarises selected characteristics of the sample.  An analysis of the sample characteristics 
indicate that the sample included close to 45 percent of experienced exporters (> 6 years of export 
experience). The majority of firms were in the food processing sector (48%) and almost 72 percent are 
classified as small (with 10-99 employees). Interestingly, export accounts for more than 50 percent of 
the revenues of approximately 30 percent of firms in the sample. Overall, for the vast majority of firms 
in the sample (85%), exports accounted for at least 15 % of their total sales. In terms of export 
destination, it is not surprising that the majority of firms (57%) were exporting to neighbouring 
countries where the ‗liability of foreignness‘ is the least. 
 
3.1 Measurement 
Export performance: Respondents were asked to rate the extent to which their expectations from the 
export venture were met over the preceding three years on a 7-point scale (1=much below 
expectations and 7= much above expectations) across two performance indicators, namely export 
sales and export profit. Perceptual measures of export sales and profit of small exporting firms have 
been used previously (Aaby & Slater, 1989; Dhanaraj & Beamish 2003;) and were deemed more 
appropriate given the focus on SMEs.  
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Type of  manufacturing industries ƒ % 
Food processing 85 48.57 
Textiles and apparel 22 12.57 
Metalcraft 15 8.57 
Wood products/furniture 14 8.00 
Houseware 8 4.57 
Chemicals 6 3.43 
Footwear 6 3.43 
Ceramics 4 2.29 
Others 15 8.57 

Total 175 100% 

Firm size   
10-99 employees  (small) 127 72.57 
100-199 employees (medium) 48 27.43 
Total 175 100% 
No. of years exporting   
 0-5 years 95 54.29 
 6-10 52 29.71 
 11-15 16 9.14 
16+ years 12 6.86 

Total 175 100% 

Major export destinations   
ASEAN region 65 37.14 
Greater Asia 35 20.00 
US/Canada 30 17.14 
Australia/New Zealand 21 12.00 
Europe 13 7.43 
Others 11 6.29 

Total 175 100% 

Export intensity (% of sales)   
 1-15% 25 14.29 
 16 to 25% 73 41.71 
 26-50% 26 14.86 
 51 to 75% 26 14.86 
 more than 75% 25 14.29 

Total 175 100% 

 

 
Table 1 – Demographic characteristics of the sample firms – here 

 
 
Export knowledge: In the questionnaire, respondents were asked to rate the importance of a series 
of questions designed to gauge their familiarity with export activities on a 7 point Likert-type scale.  
The 8 items related to export knowledge was adapted from Shamsuddoha and Ali (2006) and included 
statements such as, ―We have current information about foreign government regulations that affect our 
markets; and we know the economic situation in our foreign markets.‖ (see Table 2). The items were 
designed to capture two salient dimensions of export knowledge namely knowledge of the nature of 
export markets and knowledge of the necessary steps involved in gaining access to these markets 
(Toften 2005; Wang & Olsen 2002).  

 
Relational Capital: Two constructs were used to measure relational capital in the context of export 
performance of small firms: partner relationship and institutional relationship. Partner relationship was 
used to capture the social capital dimension associated with the firm‘s relationships with their export 
partners. Export partners may refer to international customers overseas who deal directly with the 
local exporting firms, international agents who are located overseas and deal with local exporting 
firms, and domestically located companies which act as export agents who ‗buy‘ the products from 
manufacturers and then forward them to overseas customers. This construct comprises 5 items 
adapted from Kale et al. (2000) with are measured on a 7-point Likert type scale (1= strongly disagree 
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to 7= strongly agree). A sample item states ―There is close personal interaction between my firm and 
our export partners‖ (see table 2).  
 
The focus on SMEs exporters from developing countries where typically firms face complex 
administrative barriers from government agencies, financial institutions and so on necessitated the 
development of a new construct to measure the quality of relationships between the exporting firms 
and government entities that they have to deal with on a regular basis. A construct called ‗institutional 
relationship‘ was developed with 5 measured on a 7-point Likert type response scale (1- strongly 
disagree to 7 strongly agree). A sample item states ―We have reliable relationships with government 
agencies relevant in our exporting activities.‖ 
 
Control variables: A number of control variables were also included in the study, including firm size 
measured as the number of employees and firm experience measured as the number of years of 
exporting. For the experience variable, respondents were asked to indicate their export experience on 
a 4 point scale (e.g.  1 = 0-5 years and 4 = over 16 years).  
 

4. Model Estimation and Discussion of Results 
Structural equation modelling (SEM) was used to test hypotheses H1 to H3 of the study aided by the 
software called EQS 6.1 (Bentler, 1995) using Anderson‘s and Gerbing‘s (1988) two step approach. 
Confirmatory factor analysis (CFA) was performed on all of the constructs using maximum likelihood 
technique (Brown, 2006). Details of the CFA summarise in Table 2 show that all of the items 
measuring each of the four constructs loaded highly on the pre-determined factors with no path 
estimate less than the 0.5 minimum acceptable value (Brown, 2006). All constructs showed 
acceptable level of reliability as evidenced by the high internal consistency coefficients (i.e. Cronbach 
α and the Joreskog rho). Convergent validity was indicated by the fact that the items loaded 
significantly on their corresponding construct (Bagozzi, Yi & Phillips 1991). Further evidence of 
convergent validity were the average variance extracted (AVE) values which were all above the 
threshold of .50 indicating that the constructs contained less than 50% error variance (Fornell & 
Larcker, 1981). Discriminant validity was established after knowing that the square root of each 
construct‘s AVE was found to be larger than its correlations with other constructs as shown in Table 2 
(Fornell & Larcker, 1981). 
 
The overall goodness of fit statistics indicate that the measurement model fit the data well as 
evidenced by χ2 = 254.21 (139 df) p = 0.11, NFI = 0.95, CFI = 0.96, and RMSEA = 0.03. The results 
of the ROBUST Method offered by EQS to examine the measurement model in case of slight 
departures from the normality assumption of data distribution, confirmed the results generated by the 
maximum likelihood technique.    
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Constructs and Corresponding Indicators 
Standardised factor 

loadings* 

Export knowledge (ave = .81) α = .88   rho = .90 

The firm is able to arrange shipping and forwarding without difficulty. .96 
The firm is able to prepare and handle necessary export documentation. .86 
The salespeople are sufficiently knowledgeable about our existing foreign 
markets. .95 
Overall, we have sufficient information about the foreign markets we are 
serving. .93 
We have current information about foreign government regulations that 
affect our markets. .88 
We know the economic situation in our export markets. .91 
We have sufficient knowledge about the international marketing services 
available for private and public sources. .91 
We have the skills and knowledge to cope with the challenge of 
globalization.    .81 

Partner relationship  (ave = .78) α = .89   rho = .78 

There is close personal interaction between my firm and our export 
partners.  .75 
The relationship between my firm and our export partners is characterised 
by mutual respect.  .85 
The relationship between my firm and our export partners is characterised 
by mutual trust.  .71 
The relationship between my firm and our export partners is characterised 
by personal friendship.   .78 
The relationship between my firm and our export partners is characterised 
by high degree of reciprocity.  .81 

Institutional relationship (ave = .84) α = .82   rho = .92 

We have reliable relationships with government agencies relevant to our 
exporting activities. .86 
We have reliable relationships with financial institutions necessary for our 
exporting activities.  .97 
We have reliable relationships with trade and business associations to 
gather information and support for our exporting activities.      .92 
We have reliable relationships with other shipping and forwarding 
companies that we engaged with our exporting activities.   .97 
We have reliable business relationships with other private companies that 
are directly involved in our exporting activities. .86 

Export Performance (ave = .79) α = .91   rho = .93 

Indicate whether the results of export activities have met or exceeded your 
expectations over the past three years with respect to: 

 

overall export sales .91 
export profit .95 

*all significant at .05 (i.e. test statistic > +1.96)  
AVE = average variance extracted based on standardised solutions  
α = Cronbach alpha  
rho = Joreskog rho  

 
Table 2. The measurement model - here 

 
Overall, the results of the test of the measurement model-data fit suggested that the constructs used 
in this study have satisfactory level of construct validity, internal consistency (i.e. reliability), 
convergent as well as discriminant validity.  Table 3 shows the means, standard deviation and 
correlations of the five constructs used in the succeeding analysis of the structural model-data fit.        
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Variables mean SD PR IR EK EP FS EXP 

Partner relationship (PR) 4.52 1.08 .88      
Institutional relationship (IR) 5.21 1.12 .33* .92     
Export knowledge (EK) 4.42 1.35 .72* .69* .90    
Export performance (EP) 4.13 1.13 .67* .62 .76* .89   
Firm Size (FS) 43.25 15.74 .21* .28* .18* .12 n/a  
No. of Years of Exporting 
Experience (EXP) 

1.40 .80 .36* .41* .16* .11* .40* n/a 

SD - standard deviation         
*significant at p < .05         
in bold, diagonal figures show the square root of average variance extracted (AVE) values 
n/a - not applicable for AVE computation 

 
Table 3. Descriptive statistics 

 
4.1 Hypothesis Testing with Mediation Models 
 
The second step of Andersen and Gerbing‘s (1988) approach to structural equation modelling requires 
the development and testing of the structural models in order to test the posited hypotheses. Using 
EQS‘s maximum likelihood technique with robust function for error correction, three nested structural 
models were developed and tested following the procedures suggested by Kelloway (1998) and 
James & Brett (1984) on mediation analysis using structural equation modelling. The various path 
coefficients are summarised in Figure 2. The first model (model A) shows full mediat ion such that the 
two types of relational capital fully mediate the relationship between export knowledge and export 
performance. The second model (model B) is a partially-mediated model whereby the two types of 
relational capital partially mediate the relationship between export knowledge and export performance. 
This model identifies some other direct effects which cannot be accounted for by the two types of 
relational capital. The last nested model (model C) indicates that there is no mediation in any of the 
relationships tested in the model.            
  
All three nested structural models show acceptable levels of goodness-of-fit as indicated by the non-
significant χ2, NFI, CFI, and RMSEA values which were all above the minimum acceptable threshold. 
However, of the three models, the partially- mediated model (model B) provided a better fit to the data 
as show by the very high values of NFI and CFI and the lowest value of RMSEA. Because all three 
models have acceptable goodness of fit with the data, a χ2 difference test performed as suggested by 
Kelloway (1998) showed that the partially mediated model (B) has a significantly better fit than the fully 
mediated model (A), its closest alternative  model (χ2 diff = 95.12, p < 0.03). The results suggest that 
the two types of relational capital partially mediate the relationships between export knowledge and 
export performance, thereby supporting H3.  
 



 135 

 
 
 

Insert - Figure 2. The structural models - here 
 
In the partially-mediated model, all variables had variances (i.e. v) that were statistically different from 
zero which indicate that each variable was highly distinguishable (i.e. distinctive) from one another in 
each of the models (Bentler, 1995).  In this model, export knowledge along with the two control 
variables explained 28% of the variations in the firms‘ institutional relationship. Export knowledge also 
explained 26% of the variations in the firms‘ partnership relationship. On the other hand, both types of 
relational capital and export knowledge explained 31% of the variations in the firms‘ export 
performance.       
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The path coefficients were all significant at 0.05 level of confidence. The empirical evidence as shown 
in Model B suggested that export knowledge is positively associated with the two types of relational 
capital. On the other hand, the two types of relational capital are also positively associated with high 
levels of export performance. The empirical evidence support H1 and H2. Given the r2 values of 0.26 
to 0.31, the indicators of effect size suggest that despite having relatively small yet significant path 
coefficients, the results could be considered practically significant and meaningful from which 
inferences could be drawn (Field, 2005; Pedhazur, 1982).  
 
Firm size and export experience are also statistically significantly correlated with a number of the 
variables in the structural models. The results suggest that larger firms are more likely to report higher 
levels of export knowledge and higher levels of relational capital. Firms with greater export experience 
are also more likely to report higher levels of export knowledge, relational capital, export intensity and 
overall export performance. 

 
5. Conclusions and Directions for Future Research 
The analysis in this paper shows that export knowledge, relational capital and the firm‘s export 
performance are positively related. The results are consistent with the RBV which suggest that a firm‘s 
rare resources (e.g. export knowledge and relational capital) are likely to generate positive rates of 
return (Barney 2007). A firm that has adequate stock of knowledge and has sufficiently well-developed 
formal and informal relationships with other firms, government and non-governmental organisations is 
likely to have better performance.  
 
The findings also highlights the role of relational capital or networks as manifestation of social capital 
that can be leveraged to support the export activities of small firms. The results address one of the 
issues suggested by Jones et al (2009) on the linkage between networks and international opportunity 
recognition and exploitation. Small exporting firms are likely to succeed in their export ventures if they 
have close and reliable partnerships with their customers as well as the various government agencies, 
financial institutions, and other firms that have some degree of bearing on the firms‘ export activities. 
These networks serve as conduits or facilitators that enable exporters to effectively deal with the 
complexity and uncertainty associated with exporting.  
 
The main contribution of the study is in establishing the mediating role of relational capital in the export 
knowledge – export performance linkage. Previous studies viewed relational capital as an antecedent 
in the accumulation of firm resources. However, the current study provides empirical evidence that this 
is not necessarily the case. The empirical evidence suggests that firms with higher can utilise 
relational capital to exploit export knowledge and improve their performance. One plausible 
explanation is that export knowledge is useful for firms to identify other players in the industry whom 
they think could be of help in dealing with the intricacies, obstacles and other challenges associated 
with exporting. This is particularly relevant for small exporting firms in emerging economies like the 
Philippines where well developed infrastructures for assisting small exporters are generally lacking. 
 
The contribution of relational capital in the competitive advantage of exporting firms stems from its 
inimitability. Firms form and maintain their networks in ways that are unique and specific to their 
historical conditions over an extended period of time. The path dependence of network formation 
transforms social capital as a unique and inimitable resource-base. Inimitability is further enhanced by 
the socially-complex nature of the firm‘s social capital which makes it particularly difficult to be 
reconfigured by others. Moreover, some forms of networks such as close relationships with specific 
export partners are non-substitutable which makes social capital even more valuable to a firm in 
possession of such type of intangible resource.  
  
The study has several limitations and as such the findings should be interpreted with caution. First, the 
data relates to a sample of firms from the Philippines and therefore cannot be generalise to SMEs in 
general because different countries have different institutional frameworks within which firms operate.  
Thus, these results reflect the experience of SME in the Philippines only. The second limitation of the 
study relates to the broad operationalisation of the dependent variable. Although there is a dearth of 
research on export performance, data constraint in the present study limited our focus on only two 
indicators of performance.  
 
Given the limitations above, a number of avenues exist for future research. The first could be to test 
whether relational capital mediates the relationship between export knowledge and performance in 
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other settings, including other developing economies and advanced economies. More research on the 
mediating effects of relational capital would hopefully provide greater support for the main argument in 
this paper, that is, relational capital provides the mechanism through which export knowledge is 
exploited and allows firms to improve their performance.  Other research avenues include 
investigating other forms of relational capital that a small firm develops over time and their impact on 
the variables identified in the model that was tested in this study. It is also interesting to examine if the 
capability of the firm to learn has an attenuating or enhancing effect on the relevance of relational 
capital as well as on the exploitation of knowledge gained from it. Finally, resource identification, 
acquisition and deployment are dynamic and not necessarily linear processes. Repeated study 
designs may be able to capture the changes within the firm as it engages in relational capital building, 
knowledge acquisition, and entrepreneurship to sustain its international business ventures.  
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