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Foreword V 

Foreword 

There are many reasons to study internationalizing small and medium-sized enter-
prises (SMEs), e.g. their smaller size compared to large multinational enterprises, 
their considerable importance for the German economy, their ability to rapidly and 
flexibly react to different circumstances but also the challenges that many SMEs still 
face during their internationalization process. Hence, it is advantageous and im-
portant to analyze how SMEs develop new capabilities and new knowledge to suc-
ceed abroad. The objective of Dr. Edith Olejnik’s thesis is to advance the knowledge 
on internationally active SMEs and their internationalization processes. Addressing 
these issues the dissertation of Dr. Olejnik includes four studies: 

- SMEs’ Internationalization Patterns: Descriptives, Dynamics and Determinants: 
This study identifies internationalization patterns of SMEs and discusses the de-
terminants of these patterns. Based on a cross-sectional survey of German SMEs 
and a latent class clustering approach the findings suggest three internationaliza-
tion patterns: traditionals, born globals and born-again globals. Comparing modern 
SMEs with the same SMEs from ten years ago, it is found that firms may change 
their patterns. Moreover, the patterns are determined by international orientation, 
growth orientation, communication capability, intelligence generation capability, 
and international marketing strategy. 

- Changes in Foreign Operation Modes: Stimuli for Increases versus Reductions: 
This study explores the reasons leading executives to change their firm’s foreign 
operation mode by contrasting mode increases and reductions. Based on a survey 
of 320 mode changes the results show that executives recognize a wide range of 
reasons for mode change, but the importance and magnitude of those stimuli differ 
for mode increases and reductions. This study contributes to the knowledge on the 
reasons for mode changes in a specific way because it provides empirical results 
on the under-researched but highly relevant phenomenon of mode increases and 
reductions. 

- A Taxonomy of Small and Medium-sized International Family Firms: This study 
develops a taxonomy of smaller family firms that internationalize and discusses 
the different configurations of these firms based on firm culture (in terms of organ-
izational orientations), firm strategy (in terms of differentiation, cost leadership and 
marketing standardization) and firm structure (in terms of integration, centralization 
and specialization). Based on a survey of family firms the empirical findings sug-
gest that there are four groups of firms: Domestic-focussed Traditionalists, Global 
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Standardisers, Multinational Adapters and Transnational Entrepreneurs. These 
configurations are distinctive in terms of their structure, orientations and perform-
ance but differ less in terms of their strategies.  

- Linking Processes and Dynamic Capabilities of International SMEs: The Mediating 
Effect of International Entrepreneurial Orientation: This study examines the link be-
tween foreign market scanning and planning processes with international entre-
preneurial orientation and performance. Based on a dynamic capability perspec-
tive and a sample of 604 SMEs the study finds that international entrepreneurial 
orientation completely mediates the relationship between scanning and planning 
and international performance. Further, the results imply a bi-directional relation-
ship between processes and international entrepreneurial orientation. 

With her work Dr. Edith Olejnik makes a significant contribution to international man-
agement and international marketing research. She advances the knowledge on in-
ternationally active smaller firms and provides invaluable insights into SMEs interna-
tionalization processes, both for researchers and executives. Her work impresses 
with the extent of attention paid to the conceptualization but also the combination of 
different types of studies and methodologies. I am particularly happy with her work 
because Dr. Olejnik presents the eleventh dissertation at my chair for Marketing & 
Retailing at the University of Trier. Moreover, she is the first research associate who 
managed to develop four studies for her dissertation and publish all of them in refe-
reed international journals.  

Not only in her dissertation, Dr. Olejnik has shown the remarkable ability to combine 
research and practice and always to go the extra mile. She never hesitated to partici-
pate in other projects and to help improving other research studies. I thank Dr. Ole-
jnik for her commitment and I regard her as a very honourable, hardworking and al-
ways kind-minded person. I thank Dr. Edith Olejnik for working as a research associ-
ate at my chair and I wish her all the best for her future endeavours. 

 

Professor Dr. Prof. h.c. Bernhard Swoboda 

Trier, November 2013 
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Introduction 1 

A. Introduction 
 

1. Focus 

This study focuses on international small and medium-sized enterprises (SMEs) and 
their internationalization process. This field of research has gained prominence since 
the end of the twentieth century. With the internationalization of markets and the ex-
pansion of the trade environment, SMEs have been faced with increased competi-
tion, but also with increased opportunities. This changed reality has opened up many 
interesting research fields analyzing international SME. 

When researching international SMEs one has to note first that SMEs cannot be 
compared to large multinational enterprises (MNEs) because size has many organ-
izational effects (Lu and Beamish 2001). It is well known that SMEs are not smaller 
versions of large firms (Shuman and Seeger 1986). SMEs face different challenges 
with regard to internationalization, they employ different processes, differ with re-
gards to their ownership and culture and exhibit different decision-making structures 
(Coviello and McAuley 1999). Hence, it is important to distinguish the internatio-
nalization process of SMEs from the one of MNEs.  

There are several other reasons to particularly focus on SMEs. First, SMEs are the 
main providers of innovation and entrepreneurship (Keng and Jiuan 1989). Smaller 
firms are able to adapt rapidly and flexibly to different circumstances. They are able 
to respond to market conditions more quickly than MNEs (Lee et al. 2012). Second, 
SMEs have an immense relevance for the economy. In Germany, 99.6% of all firms 
were classified as SMEs in 2010. They accounted for 36.9% of all sales and em-
ployed 60.0% of all employees (Institut für Mittelstandsforschung 2012). Third, inter-
nationalization offers a great potential for firm growth, especially for SMEs (Barringer 
and Greening 1998). SMEs have been long regarded as being resource constrained, 
little experienced, domestically focussed with a limited geographic scope (Lu and 
Beamish 2001). But Calof (1993a) showed that size does not necessarily mean to be 
a barrier. Internationalization can open up opportunities and provide benefits to firms. 
SMEs can enlarge their market for selling their products, expand their customer 
base, shift competitive dynamics and reach an internationally renowned position. 

However, despite the firms’ positive characteristics and the potential advantages of 
internationalization, many SMEs do not appear to be exploiting their potential gains 
from international activities (Keng and Jiuan 1989). Indeed, internationalization is still 

E. Olejnik, International Small and Medium-Sized Enterprises,
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2  Chapter A 

a challenge for SMEs (Jones and Coviello 2005; Lee et al. 2012). Smaller firms face 
a higher risk of failure because they face the liability of foreignness (Hymer 1976), 
the liability of smallness (Lee et al. 2012) and the liability of newness if they plan on 
opening subsidiaries abroad (Lu and Beamish 2001). The firms enter unfamiliar mar-
kets with high competitive intensity although they are small, resource constraint and 
often young (Lu and Beamish 2001; Mudambi and Zahra 2007). The knowledge and 
the capabilities that were developed in the home market are often not suitable for the 
new markets entered. The firms have to develop new capabilities and new knowl-
edge to succeed abroad (Lu and Beamish 2001). As McDougall, Oviatt and Shrader 
(2003) put it: “It is an academic challenge to explain why a business already confront-
ing the risks of young age and relatively small size would seek out the additional risk 
of being international” (p. 59).  

Hence, in this research we focus on internationally active SMEs and how they ap-
proach internationalization. Thereby, we understand the term internationalization as 
“the process of adapting firms’ operations (strategy, structure, resource, etc.) to in-
ternational environments” (Calof and Beamish 1995, p. 116). By employing this defi-
nition we highlight three important aspects of internationalization: First, internationali-
zation can be understood as a process. This implies a dynamic and evolutionary na-
ture of internationalization. Due to the constant development and change of the inter-
national involvement, no decision is written in stone. Second, the word “adapting” 
refers to the behavioural aspect of internationalization. The firm learns from interna-
tional dealings, from experience and from objective information. Third, internationali-
zation has organizational effects. Hence, international decisions are not isolated from 
the firm’s operations, but have important internal consequences. Based on this defini-
tion and the relevant literature in the field, which we will review in the following sec-
tion, we will derive a holistic model of SME internationalization. This model summa-
rizes important findings from the literature on the internationalization process and 
provides an overview of and overall framework to this doctoral thesis.  

 

2. Research Gaps 

2.1. Introduction 

With increased international business SMEs have gained more importance in interna-
tional markets. This changed reality produced much research on SME internationali-
zation focussing on international business, international entrepreneurship and inter-
national marketing-related issues. Despite the many studies covering SME interna-
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tionalization there are many questions left unanswered. In the following we will briefly 
sketch the existing knowledge in the field and the areas requiring more research.  

At first, the international business literature focused primarily on SMEs’ export activi-
ties analyzing the differences between exporters and non-exporters, the determi-
nants of exporting and export performance as well as export development and stage 
models (for reviews see Andersen 1993; Leonidou 1995; Leonidou and Katsikeas 
1996; Leonidou, Katsikeas and Piercy 1998). Especially the stage models of interna-
tionalization gained popularity. The research attention then also turned to networks 
and other operation modes (apart from exporting) such as foreign direct investment 
(FDI) (for a review see Coviello and McAuley 1999). More recently, the literature 
considered the degree of internationalization and its performance consequences 
(e.g. Pangarkar 2007), the geographic expansion pattern (e.g. Hashai 2011) and 
strategic configurations (e.g. Hagen et al. 2012) as well as the entrepreneurial orien-
tation determining small firm performance (e.g. Lu et al. 2010; Su, Xie and Li 2011).  

The entrepreneurial characteristics of small firm internationalization led entrepre-
neurship scholars to pay attention to small firms entering foreign markets. Research 
realized that entrepreneurship can be found not only in new venture creation, but 
also in extending the sphere of activity to overseas markets (Lumpkin and Dess 
1996). In general, this stream of research concentrates on international new ven-
tures, i.e. enterprises that are international from inception. These firms are often 
called “born globals” by international business and international marketing scholars 
(e.g. Knight and Cavusgil 1996). Within this field of research the focus has been put 
on the facilitators and antecedents of early internationalization (McDougall, Shane 
and Oviatt 1994; Oviatt and McDougall 1994) and to a lesser extent on the outcomes 
of early internationalization (Autio, Sapienza and Almeida 2000; Zahra and Garvis 
2000). More recently, there has been a shift towards analyzing the cognitive side of 
internationalization (Zahra, Korri and Yu 2005; Acedo and Jones 2007). 

But the field of international entrepreneurship is still growing and can be described as 
an intersection of the two research paths of international business and entrepreneur-
ship (McDougall and Oviatt 2000). In this context, McDougall and Oviatt (2000) de-
fined international entrepreneurship as “a combination of innovative, proactive and 
risk-seeking behaviour that crosses national borders and is intended to create value 
in organizations” (p. 903). International entrepreneurship research hence summa-
rizes not only the research on international new ventures, but also on the internation-
alization of established SMEs (Lu and Beamish 2001). While the entrepreneurial be-
haviour of MNEs (Birkinshaw 1997) can also be considered as a part of international 
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entrepreneurship literature, the unique territory of international entrepreneurship is 
early internationalization and its motivators (Zahra, Korri and Yu 2005). 

In this dissertation we focus on established SME that extend their activities across 
national borders at some point in their history. Thereby we refer to international busi-
ness and to international entrepreneurship research. Although the two research 
paths have different traditions, both paths are multidisciplinary in nature and at the 
same time have their own rich models, ideas and theories which are helpful in ana-
lyzing SME internationalization. Already Coviello and McAuley (1999) put forward 
that a broader integrative perspective is needed to advance the understanding of 
SMEs’ internationalization process. This is echoed by Jones and Coviello (2005) who 
described the theoretical developments in international business and entrepreneur-
ship literature to be intersecting. According to the authors, the research streams can 
be well combined in order to analyze entrepreneurial internationalization. 

In the following we will, hence, review the international business and international 
entrepreneurship literature, summarize the most important findings and then derive 
our research questions. Thereby we will proceed by explaining the Uppsala interna-
tionalization model and related stage models first. Then we will address the more 
recent literature on born globals to highlight the developments and the shift of atten-
tion within the literature on SME internationalization. Although both streams of litera-
ture describe different internationalization patterns, they share the common feature of 
being based on behavioural considerations. In addition, they both try to explain fac-
tors influencing internationalization. Moreover, we will highlight a third internationali-
zation pattern as well as studies that try to combine the thoughts into more integra-
tive frameworks of SME internationalization.  

2.2. Literature Review 

Much of the foundation of the international business literature on SME internationali-
zation is based on the Uppsala internationalization stage model. The Uppsala Model 
can be traced back to the behavioural theory of the firm (Cyert and March 1963; later 
applied to international investment by Aharoni 1966) and the theory of growth 
(Penrose 1959). Also the reasoning of Carlson (1966) is considered influential, 
whose research was concerned with the manner in which firms handle uncertainty 
due to the lack of knowledge about how to conduct business in a foreign market. The 
internationalization stage model by Johanson and Wiedersheim-Paul (1975) propos-
ing a progressive development of firms along the four stages of the so called “estab-
lishment chain” (p. 307): (1) no regular export activities, (2) export via independent 
representatives/ agents, (3) sales subsidiary and (4) production/manufacturing. The 
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internationalization stage model hence assumes that internationalization is the con-
sequence of a series of incremental decisions, which reduce the given uncertainty 
(Hadjikhani 1997). Moreover, firms enter new markets with successively greater psy-
chic distance (Hadjikhani 1997).  

The internationalization stage model is further advanced by the dynamic internation-
alization process model (Johanson and Vahlne 1977; Johanson and Vahlne 1990) 
replacing the clear expression of stages by successive and incremental commitment. 
Basic assumptions of the Uppsala model are the lack of knowledge about foreign 
markets being a major obstacle in international operations and commitment decisions 
being made incrementally due to market uncertainty (Forsgren 2002). The model 
thus postulates an incremental interplay between market commitment and market 
knowledge development (Eriksson et al. 1997). It is considered dynamic, as the out-
come of one cycle of events constitutes the input for the next one (Andersen 1993). 
Furthermore, the model builds on the distinction between state and change aspects 
of the internationalization process (Johanson and Vahlne 1977). Johanson and 
Vahlne (1977) consider market commitment and knowledge about foreign markets to 
be the state aspects. The change aspects constitute the decisions to commit re-
sources and the current business activities. Market knowledge and market commit-
ment are said to influence “both commitment decisions and the way current activities 
are performed. These, in turn, change market knowledge and commitment” (Johan-
son and Vahlne 1977, p. 27). 

Similar to the Uppsala internationalization process model innovation-related interna-
tionalization models are rooted in the behavioural theory of the firm. Viewing the in-
ternationalization decision as an innovation to the firm, they combine the adoption of 
an innovation with learning sequences. Derived from Rogers’ (1962) stages of the 
adoption process, the innovation-related models make out distinct stages in the in-
ternationalization process. Therefore, these models are often called stage models or 
export stage models with export being the most common foreign entry mode espe-
cially among SMEs (Young et al. 1989). A comprehensive review of stage models is 
provided by Andersen (1993) and Leonidou and Katsikeas (1996). While the models 
have much in common, they distinguish themselves mainly by the number of stages 
and the description of each stage. Another point of differentiation is the interpretation 
of the triggers to export. While Bilkey and Tesar (1977) and Czinkota (1982) as-
sumed that the firm is not interested in exporting in the first stage and export is initi-
ated by some push mechanism or external change, the models of Cavusgil (1980) 
and Reid (1981) showed a more active firm in the initial stages being directed by a 
pull mechanism or internal change.  
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The factors causing early and rapid internationalization are of central importance in 
the research on born globals. It has been shown that firms can be international 
shortly after establishment or even from inception (Oviatt and McDougall 1994). Ob-
serving rapid, revolutionary and dedicated internationalization, born global research 
challenges the assumption of incremental and gradual internationalization (i.e. mainly 
the Uppsala model) both conceptually and empirically (McNaughton 2003; Knight 
and Cavusgil 2004; Freeman and Cavusgil 2007). However, it has to be noted that 
research on born globals is also based, at least implicitly, on behavioural considera-
tions (Madsen and Servais 1997). Comprehensive reviews on born global research 
are presented by Rialp, Rialp and Knight (2005), Aspelund, Madsen and Moen 
(2007), Keupp and Gassmann (2009) and Jones, Coviello and Tang (2011).  

The phenomenon of revolutionary internationalization has been studied under different 
names: Born global (e.g. Rennie 1993; Madsen and Servais 1997; Autio, Sapienza 
and Almeida 2000; Moen and Servais 2002; Knight and Cavusgil 2004; Freeman and 
Cavusgil 2007), international new venture (Oviatt and McDougall 1994), committed 
internationalist (Bonaccorsi 1992) and instant exporter (McAuley 1999).  

In general, born globals were described as “small, technology-oriented companies 
that operate in international markets from the earliest days of their establishment” 
(Knight and Cavusgil 1996) (p.11). Similarly, an INV was referred to as “a business 
organization that, from inception, seeks to derive significant competitive advantage 
from the use of resources and the sale of outputs in multiple countries” (Oviatt and 
McDougall 1994, p. 49). As Coviello, McDougal and Oviatt (2011) pointed out the 
terms have often been used interchangeably although they do not exactly refer to the 
same phenomenon. There are two points of differentiation between born globals and 
international new ventures (INV). First, INVs operate in some overseas countries, not 
necessarily on a global scale. That is why Oviatt and McDougal (1994) distinguished 
between the global start-up and the geographically-focussed start-up within their 
types of international new ventures. Second, there is a commonality between the 
terms “new” and “born”. While both types of ventures should be relatively young at 
age, the term INV exclusively refers to new firms intending to internationalize. How-
ever, this distinction is not always clearly found in the literature (Jones, Coviello and 
Tang 2011). Although the term born global has received some criticism due to the 
overstatement of the attribute global (Hordes, Clancy and Baddaley 1995), it is the 
most frequently used concept. It may be applicable to established firms as well and 
hence will be employed in this dissertation in the context of rapid internationalization. 
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Born global research highlights non-incremental internationalization processes imply-
ing that firms do not have to pass through certain stages successively (e.g. Moen 
and Servais 2002). According to this approach, both simultaneous entries to multiple 
markets and deliberately skipping over several operation modes in the establishment 
chain is possible (Jones and Coviello 2005). This kind of behaviour was described as 
being entrepreneurial, implying the significance of entrepreneurial orientation and 
entrepreneurial behaviour (Bloodgood, Sapienza and Almeida 1996; McAuley 1999; 
Knight 2001; Andersson and Evangelista 2006).  

Born globals’ source of competitive advantage is said to be related to a sophisticated 
knowledge base (Autio, Sapienza and Almeida 2000; Bell et al. 2003; Weerawardena 
et al. 2007). This knowledge advantage is often combined with the use of advanced 
technology. Other factors enflaming early internationalization are the experience and 
international orientation of the entrepreneur, the substantive value-adding character 
of the product and several external factors such as the increasing role of niche mar-
kets, the need for customized products and advances in process-technology (Knight 
and Cavusgil 1996). 

Another pattern of rapid SME internationalization is described by Bell, McNaughton 
and Young (2001) who found companies which, after being well established in the 
domestic market, suddenly embrace dedicated internationalization. These are the so-
called “born-again global” firms. The reason for this sudden internationalization is to 
be seen in critical events that provide additional resources to the firm and therefore 
facilitate it (Bell et al. 2003).  

Although the literature has recognized the three main patterns of SME internationali-
zation being traditional, born global and born-again global (Tuppura et al. 2008; for 
family-owned SMEs Kontinen and Ojala 2012), other patterns such as born regionals 
have been regarded as well (Lopez, Kundu and Ciravegna 2008). Detailed results on 
the characteristics and differences of those patterns are lacking. Moreover, the em-
pirical research is based on different conceptualizations and hinders comparability 
(Kuivalainen, Sundqvist and Servais 2007; Keupp and Gassmann 2009). Especially 
the operational definitions used in empirical research are fragmented (Madsen 2013). 
Little is known about whether the patterns apply to young and/or established firms 
and how the patterns develop over time (Kuivalainen et al. 2012). The one longitudi-
nal study in the field showed that the traditional pattern still prevails and that there 
are less born globals out there than is claimed by research studies (Sui, Yu and 
Baum 2012). Other authors argued that even though some firms seemingly interna-
tionalize in a different manner, it does not mean that they do not follow the traditional 
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internationalization process overall (Madsen and Servais 1997). It can be concluded 
that firms seem to follow different internationalization patterns, but there is a lack of 
empirical results and little comparability between studies. 

Moreover, both Jones and Coviello (2005) and McDougall and Oviatt (2000) raised 
the concern that international entrepreneurship research still lacks a clear theoretical 
framework. Also, more recent research calls for a cohesive conceptual framework 
(e.g. Rialp, Rialp and Knight 2005; Kuivalainen, Sundqvist and Servais 2007; Keupp 
and Gassmann 2009). In this context, Buckley (2002) advised to integrate concepts 
of international business with neighbouring areas in order to advance research. 
Jones and Coviello (2005) followed his call in an attempt to conceptualize interna-
tionalization as an entrepreneurial process of behaviour. Based on behavioural ap-
proaches, the authors combined organizational learning and export stage develop-
ment with entrepreneurial findings and conceptualized a simple, a general and a pre-
cise model of internationalization as entrepreneurial process. In their precise interna-
tionalization model the authors regard the entrepreneur as key antecedent factor in-
fluencing the structure of the firm. The structure then shapes the internationalization 
behaviour and ultimately the firm’s performance. 

Other integrative approaches were attempted, to some extent, for example by Welch 
and Luostarinen (1988), Benito and Welch (1997), Li, Li and Dalgic (2004) and Bell et 
al. (2003). While Welch and Luostarinen’s (1988) model tried to provide a first 
broader framework and capture the diversity of the internationalization process sug-
gesting that firms can leapfrog stages, Benito and Welch (1997) discussed a concep-
tual model of de-internationalization where internationalization and de-inter-
nationalization are modelled as consequences of past international operations and 
current developments within the firm and the environment. Regarding de-
internationalization, Calof and Beamish (1995) raised the issue that firms change 
their operation mode after servicing that market for some time. While much is known 
on mode choice in general (Morschett, Schramm-Klein and Swoboda 2010) and 
mode choice of SMEs in particular (Nakos and Brouthers 2002; Brouthers and Nakos 
2004), this form of change in internationalization lacks theoretical explanation and 
empirical results on how and why firms change operation modes (Pedersen, 
Petersen and Benito 2002). Petersen and Welch (2002) as well as Calof and Beam-
ish (1995) call for more research on mode changes to improve the understanding of 
the internationalization process. While most studies focus on mode increases, i.e. 
changes from an initial mode into a mode with a higher market commitment 
(Pedersen and Petersen 1998), mode reductions are seldom analyzed. Within mode 
increases scholars focus on concrete mode changes, whereas reductions are viewed 



Introduction 9 

more broadly within divestment or de-internationalization decisions (Mata and 
Portugal 2000; Belderbos and Zou 2009; Morschett et al. 2009). Studies that com-
bine both perspectives are lacking. 

Another integrative model of small firm internationalization was introduced by Li, Li 
and Dalgic (2004). The authors derived a hybrid model of the SME internationaliza-
tion process based on the Uppsala school, innovation-related models, the systematic 
planning approach and contingency theory. Li, Li and Dalgic argued that motivations 
and competences are antecedents to the market planning process which consists of 
market research, market selection and mode choice. This process does not neces-
sarily incorporate systematic phases – on the contrary, it may involve back loop ef-
fects. The planning process then influences the execution, resulting in different levels 
of international involvement and risks. 

Finally, Bell et al. (2003) proposed an eclectic, normative and integrative model of 
SME internationalization trying to include the different international pathways that 
small firms may take. They considered the traditional, the born global and the born-
again global pathway. Expressed in simple terms, being influenced by the external 
and internal environment the manager has to decide on the firm’s internationaliza-
tion. This decisions result in one of those pathways. With progressing time and fur-
ther decisions the state of internationalization enlarges, giving room to de-interna-
tionalize or change pathways through increased commitment, which results in a 
growing knowledge base.  

Whatever internationalization pattern the SME follows, diverse organizational and 
managerial skills and competences are needed to compete in the global arena 
(Oviatt and McDougall 1994). Jones, Coviello and Tang (2011) stated in their com-
prehensive review of the international entrepreneurship literature that organizational 
issues in the context of entrepreneurial internationalization are an important field of 
research. According to the authors this stream of research analyzed performance 
antecedents such as product differentiation (Bloodgood, Sapienza and Almeida 
1996), formal export planning and technological sophistication (Zahra, Neubaum and 
Huse 1997), attitudes toward foreign markets (Preece, Miles and Baetz 1999), entre-
preneurial orientation (Jantunen et al. 2005) and organizational structure (Kocak and 
Abimbola 2009). However, Jones, Coviello and Tang (2011) highlighted that the stud-
ies exhibited inconsistent results. The relevance of organizational issues within the 
course of the SMEs’ internationalization process has also been recognized by the 
international business domain. There are several managerial factors that influence 
both the extent of exporting and the export performance (Dichtl, Koeglmayr and 
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Mueller 1990; Leonidou, Katsikeas and Piercy 1998). Barringer and Greening (1998) 
highlighted the role of planning for the expansion performance of smaller firms. Other 
studies showed that collecting information about foreign markets is a success factor 
of smaller internationalizing firms (Armario, Ruiz and Armario 2008). This would fit 
well with the perspective of knowledge and learning being important factors in the 
internationalization process of SMEs (Johanson and Vahlne 1977). However, Li, Li 
and Dalgic (2004) showed that SMEs tend to follow an unsystematic decision-making 
process. Similarly, Crick and Spence (2005) found that internationalization strategies 
may be unplanned. It is apparent that results on the role of organizational factors in 
the course of SME internationalization are inconclusive. More research is needed on 
how international SMEs create value. In particular it seems that little is known about 
how international SMEs capitalize on knowledge generating processes and capabili-
ties to achieve superior performance. 

Furthermore, it has been shown that several differences between international me-
dium-sized firms exist which are likely to results in different performance levels (Roth 
1992; Beamish et al. 1999). Hence, researching configurations of international SMEs 
was said to advance entrepreneurship research by explicitly taking into account in-
terdependencies between multiple contextual domains such as internationalization, 
organization and performance (Harms, Kraus and Reschke 2007). Knight and Ca-
vusgil (2005) for example developed a taxonomy of born global firms and found that 
superior international performance tends to be driven by entrepreneurial orientation, 
technological leadership and a differentiation strategy. Aspelund and Moen (2005) 
derived four types of international new firms and exemplified that they differ with re-
gard to international strategy, operation mode, number and importance of foreign 
markets and several other organizational characteristics, but less with regards to per-
formance (with the exception of perceived growth and international performance). 
Hagen et al. (2012) argued that there is a gap with regards to strategic orientations, 
related strategic behaviours and the subsequent international performance of SMEs 
in the international business literature. Accordingly, they formed strategic interna-
tional SME clusters and showed that a clear and proactive strategic orientation and a 
fit with business strategy lead to improved international performance. We see that the 
analysis of configurations opens up interesting avenues for research combining in-
ternationalization, organizational design and performance. Moreover, it offers a more 
holistic perspective on different types of international SME and their outcomes. 

Regarding the organizational configuration in the context of the internationalization 
process one type of SME has received special research attention: The family firm. 
Many SMEs are family owned (Jager 2010). Kontinen and Ojala (2012) highlighted 
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that family owned SME make up the largest part of all businesses in the EU and 
USA. Family firms have also an enormous relevance for the German economy 
(Spiegel and Block 2011). Moreover, family firms are a particularly interesting and 
distinctive group to research because these firms often combine ownership and 
management (Gallo and Sveen 1991) whereas family ownership and family man-
agement have distinct organizational effects (Block 2010; Block, Jaskiewicz and 
Miller 2011) and influence the firms’ internationalization pattern (Kontinen and Ojala 
2012; Sciascia et al. 2012). Family businesses have a strong organizational culture 
that fosters trust and tradition (Aronoff and Ward 1995) and differ from non-family 
firms in several regards (Swoboda 2002; Fernández and Nieto 2006; Block 2009). 
Thus far, the research on international family firms has mostly focussed on the inter-
nationalization process in general (Tsang 2001; Claver, Rienda and Quer 2007), the 
determinants of internationalization (Gallo and Sveen 1991; Fernández and Nieto 
2005; Graves and Thomas 2008) and the differences between family and non-family 
firms with regard to managerial issues (Pinho 2007; Claver, Rienda and Quer 2008). 
Scholars have shown that family firms tend to follow a slow and unstructured interna-
tionalization pattern because of their risk-averse organizational culture and their fear 
of losing family wealth (Claver, Rienda and Quer 2007). Hence, family firms tend to 
implement conservative strategies and do not aggressively pursue internationaliza-
tion (Zahra 2003). However, little is known about how exactly family firms adapt to 
international environments and how their risk avoidance influences the configuration 
of strategies and structures during internationalization.  

The literature review revealed several areas that need further research. In the follow-
ing we will summarize the gaps in literature and develop our research objectives that 
result thereof. 

2.3. Research Objectives 

The first literature gap refers to internationalization patterns of SMEs. The interna-
tional business and international entrepreneurship literature discussed different types 
of international ventures and different patterns of internationalization, but there are 
several drawbacks: (1) Different conceptualizations and operational definitions are 
used, (2) the results are barely comparable, (3) several empirical studies compare 
patterns based on conceptual definitions instead of empirical distinctions, (4) firm-
specific differences between patterns are not fully established and (5) the develop-
ment of internationalization patterns over time is under researched. Hence, our aim is 
to identify SME internationalization patterns empirically based on an integrative con-
ceptualization and a quantitative approach, to explain the variations in those interna-
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tionalization patterns over time and to test the firm-specific determinants that lead a 
SME to choose a particular internationalization pattern.  

The second identified gap in the literature on SME internationalization refers to 
changes with regards to the constituents of internationalization patterns. It has been 
highlighted that little is known on why firms change their foreign operation mode. 
However, the foreign operation mode is an essential part of how to conduct interna-
tional business and it is one of the most important decisions and most researched 
issues. To close this knowledge gap we intend to analyze which factors are per-
ceived by executives to be important within the context of mode increases and mode 
reductions. It is relevant to learn how decision-makers perceive change inducing fac-
tors in terms of their magnitude and relevance for mode changes. But it seems espe-
cially intriguing to distinguish between mode increases, i.e. increasing commitment, 
and mode reductions. In this context it is worthwhile to test the determinants of the 
likelihood of a mode increase relative to a reduction.  

A third area needing more research attention is the internationalization of family 
firms. Although research on family firms is growing and much is known on the char-
acteristics of family firms, little is known on how family firms internationalize and what 
determines their international success. This is why we aim to take a closer look at 
family firms that are internationally active and derive configurations of international 
family firms. We chose to focus on family firm configurations, because this is a prom-
ising research area that offers a combined description of organizational design, strat-
egy and performance in the context of internationalization. Hence, we will derive dif-
ferent configurations of international family firms in terms of firm culture, strategy and 
structure. In doing this we want to find out which combinations of strategies, struc-
tures and firm orientations promise success for family firms in international markets 
and which firm-level factors differentiate between the different groups of firms. 
Thereby we hope to learn more about the internationalization process of family firms 
and at the same time extend our knowledge on the interplay between strategy, struc-
ture and culture with performance in internationally active smaller firms. 

The final research need has been established as an inconsistency in empirical stud-
ies on the organizational design of international SMEs and the outcome of it. Al-
though the literature has imparted much knowledge on success factors of SMEs’ in-
ternationalization, there are examples of inconsistencies in empirical results. We ad-
dressed the issue of scanning and planning processes and their value in SMEs. Al-
though it is theoretically reasonable that foreign market scanning and planning proc-
esses contribute to the knowledge of SMEs and therefore provide a performance dif-



Introduction 13 

ferentiating factor, empirical results have shown differing effects. It seems necessary 
and adequate to research why and how scanning and planning processes contribute 
to the international performance of internationally active SMEs, since these sorts of 
processes are cost-intensive and many SMEs tend to give up on them easily. More-
over, we argue that international entrepreneurial orientation, a construct that has 
been highlighted in international business and the international entrepreneurship 
studies, plays a major role in internationally established SMEs.  

To shed light on these complex issues, four studies have been designed to answer 
four major research objectives: 

- The first objective is to explore the internationalization patterns that SMEs take by 
including the determining factors and the dynamic developments of the patterns. 

- The second objective is to explore the changes in foreign operation modes and the 
reasons leading towards mode increase or mode reduction as perceived by the 
decision makers.  

- The third objective is to explore configurations of international small and medium-
sized family firms by taking a closer look at their culture, strategy and structure. 

- The fourth objective is to explore how SMEs capitalize on their processes and ca-
pabilities and to analyze the interplay between processes and capabilities in de-
termining the international performance of SMEs. 

These research objectives have something important in common: They try to improve 
the understanding of international SMEs and SMEs’ internationalization process. And 
this actually is another gap in research. There is no unifying framework, no single 
agreed model of SME internationalization. Although we summarized some integrative 
models in the field, none offers an overall description and explanation of the com-
plete internationalization process apart from Jones and Coviello (2005). Although the 
models derived by the authors are very comprehensive and well-grounded in theory, 
we argue that they need one important addition because the role of the organization 
is underestimated. Therefore, we will discuss the internationalization process of SME 
in the following in order to develop an overall model which will simultaneously pose 
as overall framework to this dissertation. 
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3. Overall Framework 

3.1. Introduction 

According to Jones and Coviello (2005), international business theories have been 
used to describe different aspects of the internationalization process. They point out 
that the export stage models focussed on explaining the factors influencing interna-
tionalization, while behavioural-based learning approaches incorporated the explana-
tion of the underlying behavioural processes. The combination of both has been ex-
amined in studies on INV and born globals. Jones and Coviello (2005) argued that 
this stream of research explained early and/or rapid internationalization by emphasiz-
ing both the firm-level process of internationalization and the internal and external 
factors leading towards it. Since this is a young field of research there has been no 
unifying framework developed yet, but the theory seems to converge and to move in 
a holistic, pluralistic and multifaceted direction by integrating multiple theoretical per-
spectives (Jones and Coviello 2005; Jones, Coviello and Tang 2011).  

Examining the nature of the internationalization process, we need to find a way of 
describing and modelling the nature of the process. Van de Ven (1992) illustrates 
three ways process can be perceived: (1) a logic that explains a causal relationship 
between independent and dependent variables, (2) a category of concepts or vari-
ables that refers to actions of individuals or organizations and (3) a sequence of 
events that describes how things change over time (cf. p. 169).  

In this dissertation, we follow this understanding of Van de Ven (1992) and derive the 
overall framework of this work as relationships between different concepts of SME 
internationalization. These concepts relate in a causal way to one another and result 
in entrepreneurial events that may change over time. Accordingly, in the following 
section we will derive the overall understanding of internationalization and its con-
stituents. Thereby, we will explain the concepts and relationships that built the es-
sence of SMEs’ internationalization process. 

3.2. Summarizing Model 

The term internationalization has been often used to portray the outward movement 
in a firm’s international operations (e.g. Turnbull 1987). It has been described as the 
geographical expansion of economic activities over a national country’s border 
(Ruzzier, Hisrich and Antoncic 2006). Others defined it as “the process of increasing 
involvement in international operations” (Welch and Luostarinen 1988, p. 36). Calof 
and Beamish (1995) came to the conclusion that most definitions imply that “interna-
tionalization is associated with increasing involvement in foreign markets” (p. 116). 
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Certainly, a firm may also divest a division, sell a foreign plant, or lay off employees 
involved in international operation due to several reasons. Therefore, it has to be as-
sumed that de-investment is part of the internationalization process as well (Calof 
and Beamish 1995). Hence, internationalization can generally be understood as firm-
level activity that crosses national borders (Wright and Ricks 1994). It becomes ap-
parent that internationalization is not static in nature, it is rather dynamic, complex 
and multidimensional (Leonidou and Katsikeas 1996). It is based on individual and 
collective decisions at different points in time, which in turn are determined by various 
contextual factors leading to evolutionary or revolutionary development of the firm’s 
internationalization (Foscht, Swoboda and Morschett 2006). Thus, we sympathize 
with Calof and Beamish’s (1995) broad definition of a firm’s internationalization as 
“the process of adapting firm’s operations (strategy, structure, resource, etc.) to in-
ternational environments” (p. 116). This definition has three implications: First, inter-
nationalization can be understood as a process. This implies a dynamic and evolu-
tionary nature of internationalization. Second, the word “adapting” refers to the be-
havioural aspect of internationalization. Third, internationalization has organizational 
effects. 

Melin (1992) perceived internationalization as part of the ongoing strategy process. 
According to Andersen (1997) and Bradley (1995) there are two main differences 
between internationalization and other types of strategy processes. Firstly, when the 
firm decides to transfer products, services or resources to international markets, the 
firm has to select the country where the transaction has to be performed. Secondly, 
the firm has to decide on the transaction mode itself, meaning that a foreign market 
entry mode has to be chosen. “The strategy process determines the ongoing devel-
opment and change in the international firm in terms of scope, business idea, action 
orientation, organizing principles, nature of managerial work, dominating values and 
converging norms” (Melin 1992, p. 101). Thus, internationalization has an impact on 
organizational coordination dimensions and includes information about change. 

Both the definition by Calof and Beamish (1995) and the understanding of Melin 
(1992) emphasize that internationalization has to be perceived as a process and that 
this process involves decisions on international matters that in turn determine organ-
izational dimensions and lead to their adaptation.  

However, also factors influencing internationalization have to be taken into account. 
In early export stage models and innovation-related internationalization research 
several push- and pull-factors causing internationalization were considered. While 
push mechanisms can be described as external determinants of environmental 
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change, pull-factors are internal determinants. External factors that push rapid inter-
nationalization are the increase in information and communication technology and 
the homogenization of markets (Knight and Cavusgil 2004). Internal forces are, for 
example, the technological knowledge and the international orientation that enable 
the firms to serve global niche markets and capitalize on their capabilities by leverag-
ing their international presence (Oviatt and McDougall 1994; Knight and Cavusgil 
2004). Recently, Torkelli et al. (2012) demonstrated the relevance of competences, 
but also of environmental hostility, on SME internationalization. Therefore, it is rea-
sonable to conclude that internal and external determinants lead to the internationali-
zation event (Jones and Coviello 2005), which has been understood as innovation 
(Knight and Cavusgil 2004) or as entrepreneurial action (Lu and Beamish 2001). We 
conceptualize the entrepreneurial internationalization event as the internationalization 
pattern. To clarify the terms, we briefly explain how internationalization, internation-
alization pattern and internationalization stages (as described in stage models for 
example) relate to one another. 

According to Calof and Beamish’s (1995) definition, the term internationalization 
process describes the time-based development of firms’ internationalization. 
Thereby, internationalization stages refer to different typical internationalization levels 
within the internationalization process (Swoboda and Jager 2009). They can be cap-
tured as the range of operation modes that a firm employs and the range of countries 
that a firm serves. Hence, internationalization stages are different from internationali-
zation patterns. Internationalization patterns capture the internationalization behav-
iour of one firm in a specific point in time. The term combines the internationalization 
stage with how fast and how successful the firm increases its internationalization 
level (Hashai 2011). 

This understanding is consistent with Oviatt and McDougal (1994), Jones and 
Coviello (2005) and Hashai (2011). The expansion along the geographic dimension 
and also the increasing commitment of foreign operations is a central theme in sev-
eral internationalization theories. In behavioural-based stage models, such as the 
Uppsala model, the firm increases international involvement because of a learning 
processes that is based on the interplay between market knowledge and foreign 
market commitment (Johanson and Wiedersheim-Paul 1975; Johanson and Vahlne 
1977). The notion of foreign market commitment refers to the spread of foreign coun-
try markets based on the concept of psychic distance and the extent of resources 
committed to foreign markets based on the concept of the establishment chain 
(Johanson and Wiedersheim-Paul 1975). Whereas the operation modes have been 
discussed as a structural scale measure of internationalization in the literature, the 
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countries dimension has been addressed as a geographical or market scope meas-
ure (Kuivalainen, Sundqvist and Servais 2007). Also, more recent studies view the 
geographic expansion and the scale of foreign operations as major elements that 
describe the extent of internationalization. For example, Jones and Coviello (2005) 
claimed that mode and place of transference are the main evidence for internationali-
zation. Similarly, Zahra, Ireland and Hitt (2000) viewed the international diversity and 
the foreign entry mode as the two main dimensions of internationalization. But schol-
ars must add the time dimension to a conceptualization of internationalization pat-
terns (Kuivalainen, Sundqvist and Servais 2007). The time dimension is one key 
element that has been used to differentiate born globals from traditional SMEs. This 
dimension is also important for identifying born-again globals, which differ from born 
globals by beginning the internationalization process much later (Bell, McNaughton 
and Young 2001). Moreover, the foreign sales ratio has often been used as perform-
ance-related scale indicator of the degree of internationalization (Kuivalainen, 
Sundqvist and Servais 2007). Obviously, firms with similar foreign sales ratios can 
employ different operation modes in different countries or follow different internation-
alization patterns (Kuivalainen, Sundqvist and Servais 2007). Thus, it seems neces-
sary to integrate and combine the indicators to achieve a multifaceted and objective 
view of internationalization patterns. 

Following the reasoning of Jones and Coviello (2005), the entrepreneurial event is 
coupled with organizational learning and knowledge development which may lead to 
adopting more risky foreign operation modes or enter into more distant countries. 
Hence, changes in operation modes are considered as a part of the internationaliza-
tion process (Calof and Beamish 1995). We argue that internationalization patterns 
are open to change, given that firms develop over time. Thereby we refer to Jones 
and Coviello (2005) who distinguished between fingerprint patterns and profiles of 
the firm’s internationalization behaviour. In our study, the internationalization patterns 
can be captured as the timing of cross-border firm-level activities, the range of opera-
tion modes and countries as well as the extent of foreign sales, at a specific point in 
time. However, the changes in the composition of these indicators describe the dy-
namic profiles of SME’s internationalization behaviour. 

According to Zahra (1993), international entrepreneurship includes not only the study 
of firms’ behaviour as they expand into international markets, but also the conse-
quences thereof. In a next step we, therefore, assume based on the aforementioned 
understanding of internationalization that the internationalization pattern has conse-
quences for the organization and the corresponding coordination dimensions. Coor-
dination dimensions refer to mechanisms and organizational instruments that help to 
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achieve integration among different units within a firm (Martinez and Jarillo 1989). 
Within the MNE context, studies highlighted the significance of coordination dimen-
sions for internationally active firms (Martinez and Jarillo 1989; Martinez and Jarillo 
1991). Martinez and Jarillo (1989) distinguished between structural and formal di-
mensions (formal structure, centralization, planning, control) and informal dimensions 
(relations, communication and socialization). Roth, Schweiger and Morrison (1991) 
also demonstrated that the international strategy has consequences for the organiza-
tional design which effects the company’s effectiveness. However, linking different 
activities of a firm is not only relevant to large corporations but also to medium-sized 
firms (Roth 1992). Swoboda (2002), Swoboda and Jager (2009) and Jager (2010) 
showed that coordination dimensions have a differing impact on SMEs’ international 
performance at different stages in the internationalization process. Depending on the 
internationalization stage, different organizational factors gain in importance. More-
over, Swoboda et al. (2009) found that internationalization is related to changes in 
firm processes, structures and to a lesser extent firm culture. The authors argued that 
changes in internationalization, i.e. both upstream and downstream changes of op-
eration modes and countries, have implications for the design of the coordination di-
mensions.  

We argue that the internationalization decision triggers the internationalization pat-
tern and that this change can be part of the adaptation process (Calof and Beamish 
1995). Through operating in different countries, different strategic approaches may 
become necessary (Benito and Welch 1997). Already Welch and Luostarinen (1988) 
highlighted that internationalization is related to the firm’s organizational capacity. 
The extension of the geographic scope of operations may necessitate other struc-
tures and processes. Moreover, Beamish et al. (1999) showed that organizational 
structure has implications for export performance of medium to large sized success-
ful Australian exporters. In general, structural and procedural variables are of para-
mount importance in understanding international firms. Structure, processes and cul-
ture can be understood as coordination mechanisms that help firms to align business 
activities to the strategic goals and aims of the firm and to manage the resource base 
across different countries (Martinez and Jarillo 1991).  

Furthermore, the notion of contingency theory states that a fit among a firm’s internal 
dimensions, but also between organizational elements and its external context in a 
given situation, is critical to survive and perform (Galbraith 1973). Miller (1992) high-
lighted that “environmental fit demands that organizations match their structures and 
processes to their external setting” (p. 159). Yeoh and Yeong (1995), for instance, 
discussed the fit between environment, export channel structure and entrepreneur-
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ship. However, the external setting may demand different combinations of coordina-
tion dimensions. Roth (1992) showed that considerable differences in the coordina-
tion and configuration of medium-sized firms exist. For example, environmental un-
certainty may require delegation of authority (Burns and Stalker 1961), specialization 
(Galbraith 1973), scanning of markets and flexible decision-making (Miller and 
Friesen 1982). Roth and Morrison (1992) further showed that internationalization is 
an important contingency variable, i.e. firms use different strategic positioning when 
they are confronted with internationalization. In the same vein, Fletcher (2001) con-
ceptualized that international activities are influenced by organizational factors, but at 
the same time also influence the organization. Moreover, many studies showed that 
there are several internal factors affecting the performance of smaller firms in interna-
tional markets. Following the resource-based view and the dynamic capabilities ap-
proach, we recognize that organizational factors may determine performance. This is 
the main aspect that differentiates our internationalization model from the general 
one by Jones and Coviello (2005). We do not see performance as a direct conse-
quence of the internationalization behaviour of the firm. We argue that internationali-
zation impacts firms’ organizational coordination dimensions and that these in turn 
have performance consequences. Furthermore, we argue that a fit between both 
leads to international success. 

In summary, internationalization patterns are based on individual and collective deci-
sions on countries, foreign operation modes and timing. These decisions in turn are 
determined by internal and external contextual factors leading to the development of 
firms’ internationalization patterns. These result in different configurations of organ-
izational coordination dimensions affecting international performance. Performance 
also influences the contextual factors, which creates a dynamic process capable of 
change. These summarized conclusions can be seen in Figure A–1. 

 

Figure A–1: Overall Framework of the Doctoral Thesis 

Source:   Own creation. 
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The overall framework of SME internationalization serves two functions in this disser-
tation. On the one hand, it conceptualizes a general model of SMEs’ internationaliza-
tion process. On the other hand, it gives an overview over the studies to follow. 
Therefore, the model structures this work and puts the four studies in an overall con-
text. We see that the studies are closely tied together. The first study deals with the 
internationalization patterns of SMEs and develops different internal factors that de-
termine the choice of the pattern. Moreover, the study discusses how the patterns 
may change and develop over time. The second study deals with a selected change 
within the dimensions that build the patterns. It researches why firms change their 
foreign operation mode. The third study considers that there are different configura-
tions of internationally active firms in terms of organizational coordination dimen-
sions. These may differ because of different internationalization patterns and result in 
different performance levels. The fourth and final study addresses a special question 
within the context of performance outcomes of organizational dimensions. In this 
study, we analyze the complex interplay between processes and a dynamic capabil-
ity in influencing international performance.  

In conclusion, the following section will describe the structure of the studies in more 
detail and state how each of them contributes to the literature and the knowledge on 
SME internationalization. 

3.3. Structure of and Contribution by the Studies 

3.3.1 Determinants and Development of Internationalization Patterns 

The aim of the first paper is to identify the internationalization patterns of SMEs quan-
titatively, to describe SMEs as they follow different patterns over time and to discuss 
the determinants of these patterns through empirical study.  

We proceed in that we discuss the internationalization patterns known from the litera-
ture and the different conceptualizations that exist. Based on arguments borrowed 
from the Uppsala model, but also from born global research we conceptualize inter-
nationalization patterns and derive the factors that differentiate among them.  

We test the hypotheses with a sample of mature German SMEs (n=674). To identify 
the internationalization patterns, we apply a latent class clustering approach. Then, 
we use a multinomial logistic regression analysis to analyze the factors influencing 
these patterns. We empirically find three internationalization patterns: traditionals, 
born globals and born-again globals. Comparing modern SMEs with the same SMEs 
from ten years ago, we find that firms may change their patterns. Moreover, the pat-
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terns are determined by international orientation, growth orientation, communication 
capability, intelligence generation capability and marketing-mix standardization. 

We contribute to the research on SMEs’ internationalization patterns by combining 
elements of the Uppsala model and born global research. Instead of applying “arbi-
trary” thresholds, we provide a quantitative approach to identifying internationaliza-
tion patterns. These patterns confirm the three main internationalization pathways 
discussed in the literature. We further advance the field by describing the patterns, 
showing evidence that the patterns may cross over time and providing information on 
the factors that influence the patterns. 

3.3.2 Change of Foreign Operation Modes 

The aim of the second study is to explore the reasons leading executives to change 
their firm’s foreign operation mode by contrasting mode increases and reductions.  

After explaining the relevance of mode changes and the lack of theoretical explana-
tion for them, we review the literature on mode changes. Thereby we distinguish be-
tween mode increases, i.e. changes from an initial mode into a mode with a higher 
market commitment, and mode reductions. Our study is based on the change stimuli 
identified through in-depth interviews by Calof and Beamish (1995). We discuss how 
these factors should impact the decision to change a mode both from behavioural-
based process perspective and from economic-strategic reasoning. 

We analyze data from 265 German firms on 320 mode changes. The results show 
that executives recognize a wide range of reasons for mode change, but the stimuli 
differ in importance and magnitude regarding mode increases and reductions. While 
performance and external environment increase the likelihood of mode reductions, 
internal environment and managerial attitudes induce mode increases. Moreover, 
stimuli for incremental and radical mode changes differ as well. 

This study contributes to the knowledge on the reasons for mode changes in a spe-
cific way because it provides empirical results on the under-researched but highly 
relevant phenomenon of mode increases and reductions. Thereby, we highlight the 
necessity to consider both directions of mode change and provide new implications 
as well as contrast our results with the ones by Calof and Beamish (1995). 

3.3.3 Configuration of International Family Firms 

The third study develops a taxonomy of small and medium-sized family firms that 
internationalize and discusses the different configurations of these firms based on 
firm culture (in terms of organizational orientations), firm strategy (in terms of differen-
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tiation, cost leadership and marketing standardization) and firm structure (in terms of 
integration, centralization and specialization).  

After discussing and reviewing the literature on family firm internationalization, we 
derive a conceptual model based on the configuration approach. We conceptualize 
culture, strategy and structure in the context of family firm internationalization and 
argument on the relationships between those constructs. 

To examine the interplay of international family firm culture, strategy and structure, 
we employ a quantitative taxonomic approach that is rooted in configurational theory, 
analyzing 504 Germany-based small and medium-sized family firms. Our empirical 
findings suggest that there are four groups of firms: Domestic-focussed Traditional-
ists, Global Standardisers, Multinational Adapters and Transnational Entrepreneurs. 
These configurations are clearly distinctive in terms of their structure, orientations 
and performance but differ less in terms of their strategies. Superior international per-
formance tends to be driven by a decentralized entrepreneurial approach. 

We contribute to the literature by discussing different combinations of strategy, struc-
ture and culture that lead to diverse configurations of family firms. The configurations 
result in different levels of performance. In considering these configurations, we aim 
to determine which combinations of strategies, structures and firm orientations are 
primarily applied by international family firms and whether these organizational con-
figurations are successful. Thereby we advance the knowledge on organizational 
configurations and on the successful internationalization of smaller family firms. 

3.3.4 Processes, Dynamic Capabilities and International Performance 

The fourth and final study focuses on the link between foreign market scanning and 
planning processes with international entrepreneurial orientation and performance. 
We explore how SME create value from firm processes and discuss the nature of 
the relationship. 

Following the dynamic capability perspective, we argue that SMEs can capitalize on 
scanning and planning processes because of their international entrepreneurial ori-
entation. We derive a mediation model and discuss alternative conceptualizations. 

We test the hypotheses with a sample of 604 established SMEs and find that interna-
tional entrepreneurial orientation completely mediates the relationship between 
scanning and planning and international performance. Further, the results imply a bi-
directional relationship between processes and entrepreneurial orientation. 
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Overall, this study contributes to the research on the performance effects of proc-
esses and dynamic capabilities within established international SMEs. We advance 
theory by modelling international entrepreneurial orientation as dynamic capability 
that intervenes in the process-performance relationship. Thereby, we explain why 
SMEs can capitalize on processes and show that international entrepreneurial orien-
tation does not only initiate and impact processes of SMEs – international entrepre-
neurial orientation is also influenced by the very same processes.  

 

4. Further Remarks 

The four studies this dissertation consists of explore the previously mentioned re-
search issues with regards to international SMEs. Each study is clearly organized 
according to the following general structure: 

- Introduction  
- Literature Review and Theory 
- Conceptual Framework and Hypotheses 
- Empirical Study, including Sample Design, Measurement, Method  
- Results 
- Discussion and Conclusions 
- Limitations and Directions for Further Research 

This structure is given, independent of whether the research question is explored 
within a causal research design (i.e. Study 1 and Study 4), a descriptive research 
design (i.e. Study 3), or a mixed approach (i.e. Study 2).  

The structure is also independent of the methods applied, which are latent class 
analysis in Study 1, multinomial logistic regression analysis in Study 1 and Study 2, 
two-step cluster analysis in Study 3 and non-recursive structural equation modelling 
in Study 4. Although all studies focus on international SMEs, the particular research 
questions require an individual methodological approach using different data sets 
and using different theoretical approaches. The research questions are explored on 
the basis of behavioural-based process models of internationalization, the Uppsala 
model in particular (i.e. Study 1 and Study 2), economic-strategic approaches (i.e. 
Study 2), configuration theory (i.e. Study 3), the resource-based view and the dy-
namic capability perspective (i.e. Study 4). 
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After exploring the specific research questions in the four studies, Chapter F summa-
rizes the implications of all these studies in response to the general research ques-
tions. In addition, further research issues are outlined.  
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B. Study 1: SMEs’ Internationalization Patterns: 
Descriptives, Dynamics and Determinants 

 

1. Introduction 

Since the middle of the twentieth century, the world has witnessed a rapid interna-
tionalization of markets, industries and firms. This development has been reflected by 
the growing number of conceptual and empirical studies on international marketing 
and international entrepreneurship, among other areas. Although many theoretical 
frameworks exist, internationalization still poses a critical challenge, particularly for 
SMEs (Moen 2002; Jones and Coviello 2005). 

Despite the considerable research on the internationalization of SMEs, no compre-
hensive framework has yet emerged (Leonidou and Katsikeas 1996). Research has 
tended to focus either on traditional SMEs and their rather incremental internationali-
zation patterns or on born globals and international new ventures and their rapid in-
ternationalization. Although gradual internationalization models have been criticized 
for being too deterministic, the field of born global research has been largely frag-
mented and has provided different theoretical and methodological approaches 
(McDougall and Oviatt 2000). Hence, scholars call for more systematic research on 
the internationalization process (Rialp, Rialp and Knight 2005).  

We aim to contribute by providing an integrative perspective and a multivariate em-
pirical approach to SMEs’ internationalization patterns. Our study responds to Bell et 
al.’s (2003) and McNaughton’s (2003) calls for research on this regard. Following 
former research, we believe that SMEs follow different internationalization patterns. 
Our aim is to identify these patterns empirically, to explain the variations in those in-
ternationalization patterns over time and to test the firm-specific determinants that 
lead a SME to choose a particular internationalization pattern. By doing so, we hope 
to develop a deeper understanding of SMEs’ internationalization process. 

The remainder of this paper is structured as follows. First, we discuss internationali-
zation patterns according to the Uppsala model, the born global research and other 
empirical studies. We then expand upon the former studies and discuss the factors 
that might determine internationalization patterns. Second, we test these assump-
tions and propose a multivariate model for analyzing internationalization patterns. 
Third, we discuss our findings and propose the implications for future research. 

E. Olejnik, International Small and Medium-Sized Enterprises,
Handel und Internationales Marketing / Retailing and International Marketing,
DOI 10.1007/978-3-658-04876-1_2, © Springer Fachmedien Wiesbaden 2014
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2. Conceptualization and Hypotheses Development 

2.1. Literature Review on Internationalization Patterns  

In general, internationalization can be understood as firm-level activity that crosses 
national borders (Wright and Ricks 1994). According to Jones and Coviello (2005) 
internationalization can be captured as “patterns of behaviour, formed by an accumu-
lation of evidence manifest as events at specific reference points in time” (p. 292). 
Hence, we define internationalization patterns in line with Jones and Coviello (2005) 
and Kuivalainen, Saarenketo and Puumalainen (2012) as firm-level behaviour that 
crosses national borders and can be evidenced at specific points in time. Prior re-
search on SME internationalization has discussed three major internationalization 
patterns: gradual internationalization as proposed by the Uppsala model, radical in-
ternationalization as proposed by past research on born globals and international 
new ventures and radical but late internationalization as evidenced by the so-called 
born-again global firms. 

Describing gradual internationalization patterns, the Uppsala model has been applied 
both in the MNE and the SME context. The Uppsala model describes internationali-
zation as a self-reinforced and incremental learning process in which firms gradually 
acquire knowledge about foreign markets and increase their commitment towards 
those markets (Johanson and Vahlne 1977; Johanson and Vahlne 1990). The Upp-
sala model builds on an earlier study that observed a progressive development of 
firms along the so-called “establishment chain”: (1) no regular export activities, (2) 
export via independent representatives/agents, (3) sales subsidiary and (4) produc-
tion/manufacturing (Johanson and Wiedersheim-Paul 1975). Moreover, firms are 
found to enter new markets with successively greater psychic distance. The Uppsala 
model assumes that a lack of knowledge about foreign markets is a major obstacle in 
international operations and that commitment decisions are made incrementally be-
cause of uncertainty. Although the gradual internationalization pattern has enjoyed 
much popularity, the model has also been largely criticized (Andersen 1993; 
Forsgren 2002). Apart from criticism regarding the lack of measurability and the lim-
ited explanatory horizon, the interplay between knowledge development and increas-
ing market commitment has not been fully tested (Johanson and Vahlne 2009). Nev-
ertheless, there is also empirical evidence that many firms, especially those from 
large economies, have internationalized gradually (Bell et al. 2003). 

The emerging body of born global research has shown that firms can become inter-
national shortly after or even from their inception. Observing the phenomenon of 
rapid, revolutionary and dedicated internationalization, born global research chal-
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lenges the assumption of gradual internationalization from both conceptual and em-
pirical standpoints (Knight and Cavusgil 2004). In general, a born global firm is re-
ferred to as “a business organization that, from inception, seeks to derive significant 
competitive advantage from the use of resources and the sale of outputs in multiple 
countries” (Oviatt and McDougall 1994, p.49). The source of competitive advantage 
is often said to be related to a sophisticated knowledge base (Weerawardena et al. 
2007). These knowledge-intensive small firms perceive the world as one marketplace 
and start internationalizing from the outset. Born globals may even enter domestic 
and foreign markets concurrently and expand into markets regardless of psychic dis-
tance (Bell et al. 2003). Therefore, born global research highlights a non-incremental, 
radical and committed internationalization pattern (e.g. Moen and Servais 2002). In 
analyzing born globals, most definitions employ both the time lag from the founding 
of the firm to its first international activities and the foreign sales ratio. According to 
Knight and Cavusgil (2004), born globals internationalize within three years of firm 
inception and reach a foreign sales ratio of more than 25%. However, Acedo and 
Jones (2007) stated that conceptualizations range from 20% of total turnover in 2 
years to approximately 80% within 6 years. Moreover, Kuivalainen, Sundqvist and 
Servais (2007) showed that born globals classified according to the foreign sales ra-
tio can include firms whose internationalization strategies differ in terms of their de-
gree of internationalization and the markets served. This finding was supported by 
recent studies on the differences between international new ventures and born 
globals (Crick 2009) or the differences between born regionals and born globals 
(Lopez, Kundu and Ciravegna 2008). 

Another empirical phenomenon describing a different pattern of SME internationaliza-
tion is found by Bell, McNaughton and Young (2001). They showed that after becom-
ing well established in the domestic market, certain companies suddenly embrace 
dedicated internationalization. The firms had no particular interest in foreign opera-
tions until a critical incident occurred. The sudden internationalization is due to sig-
nificant events that provide additional resources to the firm and therefore facilitate a 
committed internationalization process (Bell et al. 2003). The authors named these 
firms born-again globals, probably because the most common critical incident that 
spurred rapid internationalization was a change in ownership and/or management. 
Therefore, one could argue that those late internationalizing firms were re-born as 
global firms that embrace worldwide markets. The born-again global firms differ from 
born globals in the following respects: born-again globals start internationalizing 
much later, are well-established in their home markets and have developed tangible 
resources that they can use for their international expansion (Tuppura et al. 2008). 
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 Traditional Born Global Born-Again Global 

Typical  
description 

- Older firms  
- Traditional manufacturing  

industries 
- Successive entry in and com-

mitment to foreign markets 
- No global focus 
- Reactive 
- Gradual internationalization 

- Young firms 
- Knowledge-intensive industries, 

global niche markets 
- Simultaneous entry into foreign  

markets 
- Global from inception 
- Proactive 
- Radical and committed interna-

tionalization 

- Older firms 
- Traditional manufacturing and 

service-intensive industries  
(e.g. retailing) 

- Internationalization triggered  
by critical incident 

- No initial global focus 
- Reactive 
- Radical and committed inter-

nationalization 
Countries  
(geographic  
scope) 

- Domestic expansion first 
- Successive international ex-

pansion in psychically and/or 
geographically close markets 

- Single market at a time 

- Concurrent domestic and inter-
national expansion 

- Worldwide operations focusing  
on lead markets 

- Several markets at a time 

- Domestic expansion first 
- Worldwide operations  
- Several markets at the same 

time 

FSR  
(performance  
scale) 

- Not the main characteristic 
- Small to medium share of for-

eign sales 

- Large share of foreign sales 
- Different definitions, usually  

more than 25% (in small econo-
mies even more than 50%) 

- Large share of foreign sales 

Foreign  
operation modes  
(structure scale) 

- Commitment increase along 
establishment chain: no reg- 
ular export activities, exports  
via agent, sales subsidiary, 
production/manufacturing 

- Flexible choice of entry modes 
- No defined sequence 
- Varies from exports to collabora-

tive modes and FDI 

- Flexible choice of modes 
- No defined sequence 
- More committed modes be-

cause of strong resource  
base 

Time lag  
(commencement) 

- Late - Early 
- Different definitions, from three to 

ten years after inception 

- Late 
 

Figure B–1: Characteristics of Traditional, Born Global and Born-again Global Internationalization Patterns 

Source:   Own creation based on Bell et al. (2003), pp. 346/347. 

We summarize the main characteristics of the three patterns in Figure B–1. The pat-
terns have common characteristics but differ with regard to the main dimensions of 
internationalization. Although both traditional and born-again global firms are as-
sumed to be rather old SMEs that start internationalizing late, they differ mainly with 
regard to the foreign operation modes employed and the sequence of markets en-
tered once the born-again global firms start to embrace foreign activities. Further-
more, we believe that their shares of foreign sales differ. Similar to born-again global 
firms, born global firms are assumed to have high foreign sales ratios, even though 
the latter internationalize early. Both born-again global firms and born globals target 
markets regardless of their psychic distance. However, born-again global firms ac-
cumulate more tangible resources that they can use for more committed modes. 

In summary, three aspects must be highlighted: (1) three distinct patterns are dis-
cussed in the empirical literature on SME internationalization (i.e. traditional, born 
global and born-again global); (2) empirical studies use different variables and em-
ploy different thresholds to classify international SMEs, especially born global firms; 
and (3) different conceptualizations may lead to different conclusions. 
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Accordingly, recent research called for a cohesive conceptual framework (Rialp, 
Rialp and Knight 2005; Kuivalainen, Sundqvist and Servais 2007), as comprehensive 
integrative approaches have only been provided by Bell et al. (2003) and Jones and 
Coviello (2005) to date. In particular, we want to emphasize Bell et al.’s (2003) study, 
as it outlines a normative and integrative model of SME internationalization that 
seeks to accommodate the diverse pathways that SMEs may take. The authors con-
sidered the traditional, the born global and the born-again global patterns. Expressed 
in simple terms, the manager, who is mainly influenced by the external and internal 
environments, has to decide on the firm’s internationalization. This decision results in 
one of the three aforementioned patterns. With the progression of time and other 
relevant decisions, the state of internationalization increases, giving room to de-
internationalize or change pathways through increased commitment. This process 
results in a growing knowledge base. 

2.2. Identifying Internationalization Patterns 

In the literature review, we discussed the three main internationalization patterns 
proposed by the Uppsala model, born global research and the empirical research on 
born-again globals. To capture the complexity of internationalization, we propose en-
riching the conceptualization of patterns by integrating the three perspectives. 

The two variables emphasized by the Uppsala model are the foreign operation modes 
and the countries based on the concept of psychic distance. According to the Uppsala 
model, firms lack knowledge on foreign markets and associate those markets with un-
certainty, which causes traditional firms to start expanding into psychically and/or geo-
graphically close markets that are similar to the home market. Because of these firms’ 
aversion to risk and lack of knowledge on foreign markets, the firms also start interna-
tionalizing by using low-risk and low-commitment entry modes, such as exporting via 
agents. Although this reasoning is reasonable for the traditional firms, who adopt a 
slower path because they want to avoid excessive risks and investments, born global 
and born-again global firms must also decide on where and how to enter. Whereas the 
operation modes have been discussed as a structural scale measure of internationali-
zation in the literature, the countries dimension has been addressed as a geographical 
or market scope measure (Kuivalainen et al., 2007). We propose that both dimensions 
enrich the understanding of born globals’ and born-again globals’ internationalization 
patterns. This finding is consistent with Jones and Coviello (2005) and Andersen 
(1993), who claimed that the mode and place of transference are the main evidence 
for internationalization. This measure provides support for the usefulness of the named 
dimensions in objectively capturing SMEs’ internationalization patterns. 
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With respect to the research on born globals and born-again globals, the following two 
variables are emphasized: time lag and foreign sales ratio. To account for the time di-
mension of internationalization, scholars must include the time lag in a conceptualiza-
tion of internationalization patterns (2007). The time dimension is one key element that 
has been used to differentiate born globals from traditional SMEs. This dimension is 
also important for identifying born-again globals, which differ from born globals by be-
ginning the internationalization process much later (Bell, McNaughton and Young 
2001). A second important characteristic is the foreign sales ratio. The foreign sales 
ratio has often been used as performance-related scale indicator of the degree of in-
ternationalization (Kuivalainen, Sundqvist and Servais 2007). Obviously, firms with 
similar foreign sales ratios can employ different operation modes in different countries 
or follow different internationalization paths (Kuivalainen, Sundqvist and Servais 2007). 
Thus, it seems necessary to integrate and combine the indicators to achieve a multi-
faceted view of internationalization patterns. 

By considering different possible combinations of the four major dimensions of interna-
tionalization, as proposed previously, we expect there to be early and late internation-
alizing firms that have a certain level of commitment (in terms of scale and scope) to-
wards foreign markets. That is, we expect to find early committed internationalizers, 
late committed internationalizers and non-committed internationalizers. According to 
the literature review, these types resemble the born global, the born-again global and 
the traditional internationalization pattern. Coming to a similar conclusion, Madsen and 
Servais (1997) claimed that the three main categories of internationalization patterns 
are the traditional exporting SMEs, the late internationalizing firms and the born 
globals. However, research on early internationalizing firms also discussed several 
sub-patterns (Kuivalainen, Saarenketo and Puumalainen 2012) as well as variations of 
patterns. For example, Crick (2009) highlighted that the main difference between born 
globals and international new ventures is their country scope. Other studies differenti-
ated between born globals and born regionals based on the geographical expansion of 
the firms (Lopez, Kundu and Ciravegna 2008). Since country scope is a dimension of 
internationalization patterns in our study and former research tended to use different 
variables and employ different thresholds to classify international SMEs, we need to 
test, whether there are three internationalization patterns as expected. 

H1.  Three distinct internationalization patterns based on the foreign opera-
tion mode, countries, time lag and foreign sales ratio best represent the 
empirical data on SME internationalization. 
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2.3. Discussing the Determinants of Internationalization Patterns 

In the born global literature, scholars addressed how and why the born global firm 
actually differs from a traditional SME. In the following section, we will draw upon the 
reasoning of those studies to discuss the factors that may influence the firms’ belong-
ing to one of the three internationalization patterns. Therefore, we assume that the 
factors that are intended to differentiate born globals, born-again globals and tradi-
tionals should be capable of discriminating empirically found patterns. We specifically 
focus on internal firm factors, as prior research has mainly highlighted the external 
factors leading to the emergence of born global firms (Knight and Cavusgil 1996) and 
born-again global firms (Bell, McNaughton and Young 2001). Following Vermeulen 
and Barkema (2002), we suggest that the extent to which firms can realize rapid in-
ternationalization is constrained by their capabilities. 

Research has shown that international orientation is extremely important to born global 
firms. We define international orientation as a managerial capability that describes the 
positive attitude of managers towards exporting, international activities and stays 
abroad (Dichtl, Koeglmayr and Mueller 1990; Acedo and Jones 2007). International 
orientation includes the international outlook, which is connected to the perceived psy-
chic distance and also the manager’s global mindset (Nummela, Saarenketo and 
Puumalainen 2004). Scholars assumed that the global mindset is characteristic of born 
global firms (Oviatt and McDougall 1994). The distinguishing feature of born globals 
has been suggested to be their international origin, which is demonstrated by the 
global focus of the management (Knight and Cavusgil 2004). Knight and Cavusgil 
(1996) further showed that born global firms perceive the world as one marketplace 
from their inception. The authors added, “Unlike traditional companies, they do not see 
foreign markets as simple adjuncts to the domestic market” (p. 18). Traditional SMEs 
do not focus on international markets from firm inception; rather, these firms exploit the 
domestic market and start international activities because of a decreasing demand in 
the home market, unsolicited orders or other external factors. Similar to born-again 
global firms, traditional internationalizing SMEs are reactive in their internationalization 
efforts (Bell et al. 2003). Although born-again globals do not develop a global mindset 
from the outset, they differ from traditionals with regard to their international orientation. 
The firms embrace sudden and dedicated internationalization that is often led by new 
management with international experience or a global perspective (Bell et al. 2003). 

H2. SME that have a higher international orientation are more likely to follow 
(a) a born global rather than a traditional and (b) a born-again global 
rather than a traditional internationalization pattern. 
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Similarly, we propose that the growth orientation influences the internationalization 
pattern of SMEs. Although SMEs are generally not assumed to be very growth ori-
ented, growth orientation is a precondition for growth and was found to influence in-
ternational growth (Yli-Renko, Autio and Tontti 2002; Nummela, Puumalainen and 
Saarenketo 2005). Growth orientation is a “construct meant to differentiate compa-
nies according to their motivation to seek growth in international markets” (Tuppura 
et al. 2008). If management seeks growth – especially abroad – this growth should 
also be manifested in the scale and scope of the firm’s internationalization. We ex-
pect growth orientation to lead firms to seek country market expansion and to pene-
trate foreign markets to reach higher foreign sales ratios. However, Tuppura et al. 
(2008) found that international growth orientation could not distinguish between born 
globals, born-again globals and traditionals, though it significantly affected the coun-
try scope of foreign market operations, which is one of the conceptualized dimen-
sions that reflect internationalization patterns. Born globals and born-again globals 
seek growth by entering worldwide markets simultaneously. Therefore, we contend 
that growth orientation is connected to the born global and the born-again global pat-
terns but not to the traditional pattern. This is supported by Nummela, Puumalainen 
and Saarenketo (2005) who found that Finnish knowledge-intensive SMEs that are 
growth oriented were more internationalized (in terms of having international activi-
ties in general and having a larger customer base, larger turnover and more target 
countries) than firms that are not growth oriented. Emphasizing the difference be-
tween born global and traditional firms, Bell, McNaughton and Young (2001) stated 
that “‘traditional’ firms tended to adopt a more ad hoc, reactive and opportunistic ap-
proach to internationalization” (p. 178). In contrast, Oviatt and McDougal (1994) 
showed that a proactive strategy is important for born global firms. We view growth 
orientation as a precursor to the implementation of a proactive strategy and assume 
that firms internationalizing proactively are driven by their growth orientation. Hence, 
we expect growth-oriented firms to follow a born global or a born-again global pattern 
over a traditional path. 

H3. SME that have a higher growth orientation are more likely to follow (a) a 
born global rather than a traditional and (b) a born-again global rather 
than a traditional internationalization pattern. 

Apart from managerial capabilities, such as international growth orientation, we pro-
pose that organizational capabilities differentiate the internationalization patterns 
(Kuivalainen et al. 2010). One organizational capability refers to communication at 
the organizational level. We understand communication capability as an organiza-
tion’s capacity to encourage its members to communicate effectively, to be creative 
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and to share and develop ideas. This definition is in line with the understanding of 
social capital provided by Yli-Renko, Autio and Tontti (2002). The authors argued that 
firm-internal communication increases learning and facilitates the build-up of organ-
izational knowledge. Yli-Renko, Autio and Tontti (2002), moreover, showed that in-
ternational social capital is positively related to knowledge-intensity and ultimately to 
international sales growth. Since born global firms are knowledge-intensive firms, 
one could argue that organizational capabilities such as internal communication are 
important to these entrepreneurial firms. On the one hand, born globals may use the 
organization’s potential to communicate and develop ideas to enlarge their knowl-
edge base, learn effectively and serve customers on a global level. On the other 
hand, born globals have a solid knowledge base that facilitates faster organizational 
learning through communication and idea development (Chetty and Campbell-Hunt 
2004). Forms of internal communication within the organization promote creativity 
and innovation (Amabile et al. 1996). Therefore, we assume that the communication 
capability differentiates born global firms from traditional and born-again global firms. 

H4. SME that have a higher communication capability are more likely to fol-
low (a) a born global rather than a traditional and (b) a born global 
rather than a born-again global internationalization pattern. 

Another organizational capability is the intelligence generation capability, which re-
fers to the collection and evaluation of data on foreign activities, customers and mar-
kets (Cadogan, Cui and Li 2003). It helps the firm to better understand the interna-
tional activities and to translate its experiential knowledge into figures and numbers. 
Therefore, intelligence generation provides the firm with information about its interna-
tional situation (Cadogan, Cui and Li 2003). By using reports and figures, the firm 
obtains room to plan further steps and to create and implement inter-national strate-
gies. We further assume that intelligence generation reduces uncertainty. Born-again 
globals are re-active firms that have a structured approach towards internationaliza-
tion (Bell et al. 2003). These firms are well-established in their home markets and 
have clear routines and goals. The firms initiate dedicated internationalization to ex-
ploit new resources. Because of the solid tangible resource base, the firms can 
commit more resources, but they cannot waste the resources on ineffective opera-
tions or unprofitable markets. The born global firm differs considerably in this regard. 
Born globals try to stay sufficiently flexible and agile to discover and pursue unfore-
seen opportunities (Knight and Cavusgil 1996). Born globals have fewer financial 
resources to invest into intelligence generation activities and are more entrepreneu-
rial and risk-taking than born-again globals (Knight and Cavusgil 2004; Knight, 
Madsen and Servais 2004). Similarly, Crick and Spence (2005) highlighted the un-
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planned and serendipitous nature of high-performing, innovative high-tech SMEs. 
Therefore, the capability to collect information and control international activities 
should distinguish between born-again globals and born globals. Furthermore, tradi-
tional internationalizing firms acquire knowledge on foreign markets with experience. 
Hence, intelligence generation capabilities should assist the firms in learning. 

H5. SME that have a higher intelligence generation capability are more 
likely to follow (a) a born-again global rather than a born global and (b) 
a traditional rather than a born global internationalization pattern. 

We further assume that marketing capabilities refer to the organization’s understand-
ing of the customers’ needs which are important to position the marketing program 
appropriately. We view the standardization of the marketing mix as the extent to 
which the marketing programs are identical across countries (as opposed to an adap-
tation of the marketing mix to the single country markets). Although Rennie (1993) 
proposed that born globals are highly flexible firms that adapt to customer prefer-
ences, Jolly, Alahuhta and Jeannet (1992) concluded that high-tech start-ups choose 
homogenous customer segments that require less adaptation of the marketing mix. 
The global small firm introduces and sells its product in global niches in lead markets. 
Because born global firms are knowledge-intensive, they can better identify global 
niches and similarities across countries (Solberg 2002). The firms learn quickly about 
foreign markets and make adjustments only if they are necessary. This description is 
consistent with the findings of Cavusgil, Zou and Naidu (1993), who found that the 
firms from technology-intensive industries adapt their marketing instruments to a 
lesser extent. Applying a standardized marketing mix facilitates the transfer of offers 
from the home market to foreign markets (Samiee and Roth 1992). Conversely, the 
traditional SME lacks those intangible knowledge resources needed to identify simi-
larities across markets and also lacks knowledge on the particularities and needs of 
those markets. Given that traditional firms must build up experiential knowledge, we 
assume that they also standardize their marketing programs in foreign markets. 
However, they may adapt certain marketing-mix elements post-entry as they learn 
and increase their knowledge. This assumption is supported by the results of Cavus-
gil, Zou and Naidu (1993), who showed that firms’ international experiences have 
positive effects on the adaptation of products post-entry. Prior research has also 
found evidence that the level of marketing-mix standardization depends on the op-
eration mode. Whereas exporting modes relate to standardization, direct modes of 
entry tend to favour adaptation (Griffith, Chandra and Ryans Jr 2003). As born-again 
globals are more flexible regarding the use of direct forms of foreign entry, we as-
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sume that they more strongly adapt their marketing mix to local preferences than 
born global firms do. 

H6. SME that stronger standardize their marketing mix are more likely to fol-
low (a) a born global rather than a traditional and (b) a born global 
rather than a born-again global internationalization pattern. 

 

3. Empirical Study 

3.1. Empirical Design 

We conducted a survey among German SMEs. To develop the sample, we selected 
every fifth SME from highly internationalized industries in a German online address 
database (“Hoppenstedt”). We tried to ensure that the selected firms were not linked 
to any multinational cooperation, were not diversified and had a maximum of 500 
employees, which is consistent with the German definition of an SME. This informa-
tion was obtained from the database and cross-checked with the homepages of the 
firms whenever possible. Through this procedure, we identified 3,500 international 
SMEs. We sent questionnaires to the senior executives of these firms through both 
ordinary mail and email. We received notice that 123 questionnaires were not deliv-
erable. The questionnaire could be completed in writing or electronically, depending 
on the executive’s preference. We also sent two follow-up emails as reminders and 
made telephone calls to the non-responsive firms. We received a total of 855 re-
sponses, which equals a response rate of 25.3%. However, we had to exclude 181 
questionnaires from further analysis for the following reasons: the questionnaire con-
tained too many missing values; the firm engaged in national activities only; the firm 
had more than 500 employees; or the questionnaire was not filled out by the owner 
or managing director of the SME. To control for the latter, we conducted additional 
telephone calls for each questionnaire returned and asked for the position of the in-
terviewee in the corresponding SME. In the end, we had 674 questionnaires suitable 
for the final analysis. This number equalled an effective response rate of 19.3%, 
which is appropriate in this international research context (Harzing 1997). The SMEs 
represented four major industries with sales of 41.9 million EUR and an average of 
152.6 employees, who, in turn, were 56 years old on average (see Table B–1). We 
questioned mature SMEs that were founded at different points in time. We did not 
limit the sample to young or recently established firms, as other authors have done 
(for examples see Kuivalainen, Saarenketo and Puumalainen 2012). As a result, we 
hope to obtain insights into the internationalization patterns and profiles of estab-
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lished SMEs. However, we have to be careful in comparing our results to the ones of 
studies on early internationalizing firms. 

Industries N % Employ-
ees 

N % Total sales 
(m EUR) 

N % Age 
(years) 

N % 

Mechanical engineer-
ing 

231 34.3 1-19 85 12.6 1-4.9 99 14.7 1-19 138 20.5 

Chemicals 137 20.3 20-49 116 17.2 5-9.9 97 14.4 20-49 206 30.6 
Textile 119 17.7 50-99 133 19.7 10-19.9 117 17.4 50-74 131 19.4 
Polymer processing 103 15.3 100-249 186 27.6 20-49.9 146 21.7 75-99 93 13.8 
Misc. 84 12.5 250+ 119 17.7 50+ 146 21.7 100+ 100 14.8 
Missing 0 0 Missing 35 0.1 Missing 69 10.2 Missing 6 0.9 
Total 674 100 Total 674 100 Total 674 100 Total 674 100 
 Average: 153  Average: 42 Average: 56 

Table B–1: Sample Statistics 

Source:   Own creation. 

Considering the possibility of non-response bias, we compared the early and late re-
spondents in terms of secondary data with respect to size and age (Armstrong and 
Overton 1977) and found no significant differences. Although SME managers usually 
have broad knowledge of their firms’ activities and decisions, common method vari-
ance should be considered, as we had to rely on the executives’ self-reports. We 
tried to avoid common method bias a priori through appropriate questionnaire design, 
and we tested the validity of the design ex-post by using Harman’s single factor test 
(Podsakoff et al. 2003). As the first factor accounts for only 18.83% of the total vari-
ance explained in the exploratory factor analysis, common method bias can be as-
sumed to be negligible (Spector 2006). Given that we focus on the perceptions of the 
actual decision maker, who is the most competent person to answer the question-
naire, single response bias can generally assumed to be limited (Hughes and Garrett 
1990). Following Kumar, Stern and Anderson’s (1993) suggestion, we tried to obtain 
a second respondent to validate the owners’ data by asking the senior executives for 
a second person with appropriate knowledge. This procedure resulted in 41 contact 
partners, most of whom were export and sales managers. To test for inter-rater con-
gruence (Slater 1995), we sent a shorter questionnaire to these executives, and 29 
responses were returned. We found significant inter-rater correlations and insignifi-
cant mean differences with no bias in a particular direction. These findings support 
the validity of the executives’ data. 

3.2. Measurement 

The measures were derived from the SME literature and pre-tested with ten firm 
owners to assess face validity. The pre-tests resulted in some adjustments to the 
items, as described below. 
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To measure the internationalization patterns, we believe that internationalization is a 
latent construct that cannot be measured directly but can be observed through mani-
fest indicators. Following Sullivan (1994) and Kuivalainen, Sundqvist and Servais 
(2007), we argue that multi-criteria measures should be used to describe internation-
alization patterns. We thereby advance the understanding of internationalization pat-
terns, as this research field has been dominated by different classifications based 
solely on rationale rather than on multivariate methods. We employ latent class 
analysis to identify different internationalization patterns, and we use four established 
measures for the indicators of internationalization.  

First, to measure countries, we asked the respondents to identify the countries in 
which they operate. We then categorized the answers into three categories: 
neighbouring countries, Europe and worldwide. According to the Uppsala model, as 
firms gain experience, they incrementally move from the home market to neighbour-
ing countries, then to other European countries and then to the worldwide arena. 
Second, to capture operation mode, we asked the respondents to provide the domi-
nating mode of foreign operation and classified the answers into export (low-control 
modes, such as indirect and direct exports) and foreign direct investments (high-
control modes, such as joint ventures and own subsidiaries). Here, the Uppsala 
model suggests that firms initially use export modes and commit more resources only 
after gaining experience from their international operations. Third, to measure time 
lag, we use the time span in years from firm founding to the initiation of international 
activities (McNaughton 2003). Because latent class analysis uses multi-way contin-
gency tables, the metrical indicators must be expressed in categories to reduce the 
number of empty cells in the contingency table (McNaughton 2003). We differentiate 
the following categories: 0-3, 4-10, 11-25, 26-50, and more than 50 years. The first 
two categories are often used in born global studies (Knight and Cavusgil 2004; 
Knight, Madsen and Servais 2004). Finally, we measured the foreign sales ratio as 
the ratio of foreign sales to total sales. Again, we had to create the following catego-
ries: 0-10%, 11-25%, 26-50% and 50-100%. Here, most studies assume that born 
global firms have at least a foreign sales ratio of 25% (Knight and Cavusgil 1996; 
Knight and Cavusgil 2004).  

To account for possible changes in these indicators over time, we followed Fletcher’s 
(2001) procedure and asked the respondents to indicate their firm’s international in-
volvement today and ten years ago. In other words, the respondents had to mark the 
country markets, the modes and the foreign sales ratio for two time points. We ac-
knowledge that asking the respondents to recall a situation both at the time of com-
pleting the questionnaire and at an earlier time may bias the results by inducing the 
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respondents to exaggerate their present performance compared with their past per-
formance (Fletcher 2001).  

Indicator MV/ 
STD 

ItTC 
(≥0.5) 

α 
(≥0.7) 

FL  
(EFA)  
(≥0.5) 

KMO 
(≥0.5) 

λ  
(CFA)  
(≥0.3) 

CR  
(≥0.7) 

Source 

International orientation   0.81  0.75  0.80  
We encourage our employees’ international 
orientation. 

4.49 
1.48 

0.62  0.71  0.80  Adapted from  
Acedo and 
Jones (2007) We believe that the future of the firm lies in 

international markets. 
5.37 
1.19 

0.55 0.63  0.72  

We travel abroad to learn about cultures. 4.50 
1.47 

0.52 0.58  0.55  

We do not perceive different mentalities to be 
strange. 

4.30 
1.42 

0.58 0.65  0.57  

We believe that geographic distance to over-
seas markets is not problematic at all. 

4.45 
1.60 

0.71 0.82  0.70  

Growth orientation   0.70  0.51  0.71  
We have a consistent growth and profit orien-
tation. 

5.05 
1.13 

0.54  0.76  0.78  Adapted from 
Nummela, 
Puumalainen 
and Saaren-
keto (2005) 

We consistently trust in our own strengths. 5.03 
0.96 

0.54 0.76  0.70  

Communication capability   0.76  0.77  0.76  
Our employees maintain private contacts. 4.45 

1.51 
0.52  0.62  0.65  Adapted from 

Yli-Renko, 
Autio and 
Tontti (2002)  

The enforcement of unconventional ideas and 
the acceptance of creative thinkers are impor-
tant to us. 

4.33 
1.51 

0.59  0.72  0.70  

Group decisions take priority over individual 
decisions. 

4.18 
1.62 

0.53  0.63  0.63  

We have active communication across de-
partments. 

4.89 
1.48 

0.58  0.69  0.68  

Intelligence generation capability   0.90  0.72  0.91  
Controlling foreign operations is a relevant 
task for us. 

4.38 
1.83 

0.77  0.96  0.83  Own measure 
based on 
Cadogan, Cui 
and Li (2003) 

Regular reports from abroad are important. 4.56 
1.84 

0.87  0.83  0.94  

We prepare reports on market developments. 4.57 
1.51 

0.78  0.82  0.84  

Marketing mix standardization   0.83  0.86  0.76  
Our marketing program is standardized glob-
ally. 

4.49 
1.75 

0.65   0.72  0.72  Adapted from 
Samiee and 
Roth (1992) We try to reach a similar positioning of our 

product. 
4.42 
1.80 

0.52 0.58  0.59  

We standardize the price as compared to 
competitors. 

4.18 
1.75 

0.59 0.65  0.65  

We have the same advertisement across 
countries. 

3.68 
1.82 

0.64 0.72  0.72  

Our distribution systems are similar world-
wide. 

4.20 
1.74 

0.64 0.72  0.71  

Customer needs in our industry are similar 
worldwide. 

4.10 
1.81 

0.55 0.62  0.61  

Note: The items were measured on five-point Likert-type scales ranging from 1=not at all to 7=to an extremely high 
extent. 

Table B–2: Reliability and Validity of Latent Constructs  

Source:   Own creation. 
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We use multi-item measures on seven-point, Likert-type scales to measure the de-
termining factors. The measurements are based on the established literature and 
were adapted to our context within the pre-test. The details of the measurement are 
shown in Table B–2. We performed a principal component exploratory factor analysis 
(EFA), calculated the Cronbach’s Alphas and the item-to-total correlations in SPSS. 
Then we performed a confirmatory factor analysis (CFA) in Mplus to assess the fac-
tor loadings, the composite reliability (CR) and the average variance extracted (AVE). 
We see that all measurement instruments exhibit satisfactory reliability and validity 
indicators. Moreover, the squared multiple correlations are all below the respective 
AVE supporting the discriminant validity of the latent constructs (see Table B–3). 

 (1) (2) (3) (4) (5) 
(1) International orientation 0.55 0.54 0.58 0.57 0.11 
(2) Growth orientation 0.29 0.62 0.56 0.46 0.16 
(3) Communication capability 0.34 0.31 0.54 0.46 0.14 
(4) Intelligence generation capability 0.32 0.22 0.21 0.79 0.20 
(5) Marketing mix standardization 0.01 0.02 0.02 0.04 0.55 
Note: Shown are squared multiple correlations below the diagonal and multiple correlations between latent con-
structs above the diagonal. Bold numbers indicate the AVE. 

Table B–3: Discriminant Validity of Latent Constructs  

Source:   Own creation. 

3.3. Method 

Having established the reliability and validity of our measurement instruments, we 
turn to the analysis of the proposed hypotheses. Our analysis consists of three major 
steps.  

First, we use the latent class analysis to identify the internationalization patterns. We 
choose to apply a latent class analysis as the classification approach for several rea-
sons. Classical hierarchical cluster algorithms are not applicable because they re-
quire metrical distance matrices among all case pairings. As we measured the coun-
tries and modes categorically, the hierarchical cluster approach is not appropriate 
and would lead to biased results. For this reason, we cannot use factor analysis to 
model the internationalization patterns. More importantly, latent class analysis as-
sumes that different response profiles and hence associations among manifest vari-
ables can be explained through a latent variable (i.e. the latent class) (Vermunt and 
Magidson 2002). This assumption is highly important, as a firm’s observable interna-
tionalization behaviour (in terms of country scope, operation mode, time lag and for-
eign sales ratio) is explained by the firm’s latent internationalization pattern. This in-
terpretation is consistent with our understanding of internationalization patterns. Al-
though internationalization patterns themselves cannot be directly observed, we can 
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observe that international SMEs employ different modes to serve foreign countries, 
that they start internationalizing at different points in time and that they differ with re-
gard to the scale and scope of their foreign market activities. The covariation among 
these variables may be caused by different unobserved internationalization patterns 
(McCutcheon 1987) (refer to Appendix 1 for more detailed information on latent class 
analysis). Therefore, we believe that the interrelationship among the observed indica-
tors helps us to understand and describe the latent construct (i.e. the internationaliza-
tion patterns). As our aim is to identify internationalization patterns and to describe 
them over time, we questioned each firm regarding two points in time. Therefore, 
each firm had to indicate the countries, the modes and the foreign sales ratios in ref-
erence to the situation today and to the situation ten years ago. To receive identical 
classes for both time periods, we used the company data for the latent class analysis 
twice: once for the indicators of the modern context and once for the indicators of the 
context ten years ago. 

Second, we describe the empirically found latent classes (i.e. internationalization pat-
terns) based on conditional probabilities and t-tests. Using a simple cross-tabulation, 
we demonstrate that, whereas most firms stick to their internationalization patterns 
over the ten-year period, some firms change their internationalization behaviour. We 
discuss the ways in which those firms change their patterns, and we provide some 
empirical evidence. 

Third, we test the hypotheses on the determining factors by using multinomial re-
gression analysis with the categorical latent class membership as the dependent 
variable. By doing so, we test whether the determinants distinguish between the 
three groups. 

 

4. Results 

4.1. Internationalization Patterns 

We use latent class analysis to identify the internationalization patterns and to test 
H1. To decide on the number of classes, we conduct a step-wise analysis. That is, 
we compute several latent class models first and then compare them with each other. 
Beginning with the independence model (all firms classified as one class), we suc-
cessively add classes. To evaluate the models, we use the Akaike and Baysian in-
formation criteria (AIC and BIC) as well as parametric tests (VLMR and LMR) 
(Nylund, Asparouhov and Muthén 2007). In Table B–4, we see that a three-class so-
lution best represents the empirical data because the AIC, VLMR and LMR support a 
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three-class model whereas only the BIC supports a two-class solution. The signifi-
cance of the VLMR and LMR indicates that the three-class model is significantly bet-
ter than the two-class model. For the four-class model, both the VLMR and LMR are 
not significant, which indicates that a four-class solution does not represent the data 
better than a three-class solution. Therefore, we conclude that the best latent class 
solution is a three-class model, which supports H1. 

AIC BIC VLMR* LMR* 
1 Class 10748.33 10800.39 -** -** 
2 Class 10645.55 10754.89 0.069 0.071 
3 Class 10627.90 10794.50 0.001 0.001 
4 Class 10631.04 10854.91 0.411 0.417 
5 Class 10641.90 10923.04 0.417 0.753 
* p-value. 
** not available for the one class solution. 

Table B–4:  Comparison of Latent Class Solutions 

Source:   Own creation. 

The characteristics of the three-class model based on conditional probabilities are 
shown in Table B–5. For example, if a firm is a member of class 3, the firm has a 
99% probability of operating on a worldwide level. We use the conditional probabili-
ties to interpret the classes. 

Countries Operation modes Time lag Foreign sales ratio 
Class 1 
(Traditional SME) 
LC probability* = 0.47 
 

Neighbours: 
0.26 

Europe: 0.37 
Worldwide: 0.37 

Export: 0.65 
FDI: 0.35 

 

0-3 years: 0.19 
3-10 years: 0.20 

10-25 years: 0.15 
25-50 years: 0.21 

50+ years: 0.25 

0-10%: 0.18 
10-25%: 0.38 
25-50%: 0.40 

50+%: 0.04 

Class 2 
(Born global) 
LC probability * = 0.36 
 

Neighbours: 
0.04 

Europe: 0.15 
Worldwide: 0.81 

Export: 0.53 
FDI: 0.47 

 

0-3 years: 0.60 
3-10 years: 0.03 

10-25 years: 0.22 
25-50 years: 0.15 

50+ years: 0.00 

0-10%: 0.01 
10-25%: 0.10 
25-50%: 0.41 

50+%: 0.48 

Class 3 
(Born-again global) 
LC probability * = 0.17 
 

Neighbours: 0.00 
Europe: 0.01 

Worldwide: 0.99 

Export: 0.24 
FDI: 0.76 

 

0-3 years: 0.00 
3-10 years: 0.26 

10-25 years: 0.19 
25-50 years: 0.12 

50+ years: 0.43 

0-10%: 0.04 
10-25%: 0.15 
25-50%: 0.46 

50+%: 0.35 

* Latent class probability, i.e. a firm has a probability of 47% to belong to Class 1. 
Note: Shown are the conditional probabilities, i.e. a firm that belongs to Class 1 has a probability of 26% to operate 
in neighbouring countries only. Bold numbers are characteristic for the respective class. 

Table B–5:  Characteristics of the three Class Solution based on Conditional Probabilities 

Source:   Own creation. 

Class 1 contains the firms that have a 26% probability of only operating in neighbour-
ing countries, which distinguishes them from the other classes. Class 1 firms predomi-
nantly use export modes to serve foreign markets. Given the conditional probabilities, 
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they have no clear profile regarding the time lag. Although the firms exhibit a solid 
share of foreign sales, ratios above 50% are not characteristic of this group. Therefore, 
we name this class the “traditional SME”. 

Firms that are classified as class 2 operate primarily on a worldwide basis. They use 
export modes and FDI to serve foreign markets. The time lag is particularly character-
istic, as there is a high probability that the firms have started international activities 
within the first three years after their establishment. Finally, these firms have high for-
eign sales ratios (i.e. there is an 81% probability that the foreign sales of a firm that 
belongs to Class 2 account for more than 25% of its total sales). We believe that these 
firms’ internationalization pattern resembles the behaviour of initial early, rapid and in-
tense internationalization of born globals. Hence, we decide to call this class “born 
globals” although one could also call the firms early committed internationalizers. 

Class 3 is somewhat similar to the class of “born globals”, but this class distinguishes 
itself in one particular regard. These firms started international activities late (i.e. after 
50 years of domestic operations). Moreover, these firms predominantly use FDI to 
serve foreign markets. As these distinctions fit well into the established reasoning, we 
label this class “born-again global”. However, one could also label this class as late 
committed internationalizers. 

4.2. Description of the three Patterns and the Changes over Time 

We empirically identified three classes by describing their distinct internationalization 
patterns based on four major indicators of internationalization. In the following, we 
will discuss additional characteristics of the internationalization patterns and then turn 
to possible changes in these patterns over time. 

We conduct several t-tests to further describe the classes and differentiate between 
them (see Table B–6). We find that the three classes significantly differ from one an-
other in terms of age, time lag, foreign sales ratio and number of production subsidi-
aries. Born globals are the youngest firms, they have internationalized in the shortest 
period of time, and they have the highest foreign sales ratios. However, these firms 
are larger than traditional SMEs and have more international experience. Although 
we analyzed established firms, we see that the firms significantly differ from one an-
other with respect to these dimensions, as is often discussed in the literature. More-
over, born-again global firms serve 38 countries on average whereas traditional 
SMEs only operate in 15 countries on average. Furthermore, born-again global firms 
have significantly more production subsidiaries (two, on average) than both of the 
other classes. With regard to perceived technology orientation and subjective per-



Study 1: SMEs’ Internationalization Patterns: Descriptives, Dynamics and Determinants 43 

formance, born-again globals show the highest mean values, which significantly differ 
from those of traditional SMEs. 

 (1) Traditionals (2) Born Globals (3) Born-again Globals T-Test 
Age  
(number of years) 

58.74 42.06 72.73 (1) vs (2) *** 
(1) vs (3) **  
(2) vs (3) *** 

Time lag  
(number of years until initial 
international activity) 

35.00 14.03 46.55 (1) vs (2) *** 
(1) vs (3) **  
(2) vs (3) *** 

International experience  
(number of years of interna-
tional activity) 

25.70 32.44 31.16 (1) vs (2) *** 
(1) vs (3) **  
(2) vs (3) ns 

Size  
(number of employees) 

99.95 181.00 197.50 (1) vs (2) *** 
(1) vs (3) ***  
(2) vs (3) ns 

Foreign sales ratio  
(foreign sales to total sales) 

25.69 54.86 46.26 (1) vs (2) *** 
(1) vs (3) ***  
(2) vs (3) *** 

Number of countries 14.88 34.94 38.18 (1) vs (2) *** 
(1) vs (3) ***  
(2) vs (3) ns 

Number of production sub-
sidiaries 

0.61 1.18 2.01 (1) vs (2) ** 
(1) vs (3) ***  
(2) vs (3) * 

Technology 
(single item) 1 

4.85 5.22 5.30 (1) vs (2) ** 
(1) vs (3) **  
(2) vs (3) ns 

Performance  
(single item) 2 

4.78 5.27 5.42 (1) vs (2) *** 
(1) vs (3) ***  
(2) vs (3) ns 

Note: Shown are mean values for the time point “today”. Two-tailed t-test. * p ≤ 0.05. ** p ≤ 0.01. *** p ≤ 0.001. 
1 Item: “We are especially technology-oriented (as compared to our competitors)”, measured on a seven-point, 
Likert-type scale ranging from 1=not at all to 7=to an extremely high extent. 
2 Item: “According to your own evaluation, how successful is your firm?”, measured on a seven-point, Likert-type 
scale ranging from 1=not successful at all to 7= extremely successful. 

Table B–6:  Description of the Three Internationalization Patterns 

Source:   Own creation. 

Although we identified distinct patterns, we believe that the patterns are open to 
change given that firms develop over time. Thereby we refer to Jones and Coviello 
(2005) who distinguished between fingerprint patterns and profiles of the firm’s inter-
nationalization behaviour. In our study, the internationalization patterns can be cap-
tured as the timing of cross-border firm-level activities, the range of operation modes 
and countries as well as the extent of foreign sales, at a specific point in time. How-
ever, the changes in the composition of these indicators describe the dynamic pro-
files of SME’s internationalization behaviour. Hence, internationalizations profiles de-
scribe longer periods of internationalization behaviour accommodating different pat-
terns. Firms make strategic decisions with respect to country markets and operation 
modes, which may result in different foreign sales ratios. On the basis of these vari-
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ables, we performed the latent class analysis. Comparing the class membership for 
both points in time provides interesting results regarding internationalization profiles 
(see Table B–7). 

Class 2008 
Class 1998 

Traditional SME Born global Born-again global Total 

Traditional SME 224 a 81 b 57 c 362 
Born global 27 a 181 b 11 a 219 
Born-again global 17 a 5 b 71 c 93 
Total 268 267 139 674 
Note: Each superscript letter indicates a subset of Class 2008 categories whose cell proportions do not 
differ on the 0.05 level. 
Contingency coefficient = 0.621 ***; Cramer’s V = 0.561 ***; *** p ≤ 0.001. 

Table B–7:  Dynamics of Internationalization Patterns 

Source:   Own creation. 

Different firms develop differently. Although most firms stay in the same class, some 
firms change classes over time. This means that firms may change their internation-
alization pattern. This change in turn implies a change in at least one of the defining 
internationalization scale and scope measures (apart from time lag, as this variable is 
time-invariant). Given that three variables may change in two directions (increase vs. 
decrease) and that the variables may also remain static, we obtain 3³ = 27 possible 
combinations of changes. As this matrix is complex, we attempt to simplify it. If firms 
reduce, do not change or increase their country scope and modes, we obtain a 3x3 
matrix. If we discuss all of the possible combinations of changes between these two 
variables, we can reduce the matrix to five combinations (see Figure B–2). 

 
Figure B–2:  Two-dimensional Change Matrix 

Source:   Own creation. 

In a first step, consider that a firm decreases its country scope while decreasing 
modes. We label this change a reduction. If the firm decreases its scope and does 
not change its scale, this change will still be a reduction. Similarly, decreasing com-
mitment without changing country scope results in an overall reduction. If neither in-
dicator changes, we have no overall change. However, if we have a decrease (or no 

Modes
Increased commitment

No change

Decreased commitment
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scope

No change Increased 
scope

Countries

Market focus Committed 
expansion

Reduction No change Country 
expansion
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change) in country scope and an increase in scale (i.e. modes) at the same time, the 
firm will commit more resources to the same or fewer countries. This strategy results 
in a focused approach. If a firm increases its country scope without changing or re-
ducing its commitment, we have a one-dimensional country expansion (or geo-
graphical diversification). Finally, the increased scope may be combined with an in-
creased scale dimension, which results in a committed two-dimensional expansion. 

In a second step, we must remember that we have a third change category: the for-
eign sales ratio. Firms not only change countries and modes but also change the for-
eign sales ratio. Therefore, we combine the ideas shown in Figure B–2 with the three 
possible changes in the foreign sales ratio. We obtain a 3x5 matrix, which can again 
be reduced to five meaningful squares (see Figure B–3) under the assumption of un-
changed total sales. We first discuss the field of “no change” (i.e. no change in scale 
and scope, as shown in Figure B–3) combined with an increase in the foreign sales 
ratio. If the scale and scope stay unchanged and only the foreign sales ratio in-
creases, the firm focuses on the existing countries and penetrates them with the ex-
isting modes. Therefore, this square is labelled “penetration”. No change in all three 
dimensions results in no change overall. Ceteris paribus, no change in the scale and 
scope combined with a decrease in the foreign sales ratio implies a “home market 
focus”. If the total sales remain unchanged but the foreign sales ratio is reduced, then 
the sales in the home market must increase. We now consider the matrix with the 
second column, reduction (i.e. a decrease or a lack of change in country scope 
and/or a decrease in modes). If a firm maintains the same foreign sales ratio or in-
creases this ratio while decreasing its scale and/or scope of foreign market opera-
tions, we assume that the firm penetrates the existing markets. The same applies for 
the third column, market focus (i.e. a decrease/no change in scope and an increase 
in scale). If the focal firm decreases its foreign sales ratio, we have another form of 
home market focus. Finally, the two forms of expansion in columns 4 and 5 must be 
combined with a change in the foreign sales ratio. As the foreign sales ratio is often 
referred to as a performance-related scale measure of internationalization, a corre-
sponding interpretation is applied. Thus, if the firms expand their country scope 
and/or the scale of their foreign operation modes (country expansion and committed 
expansion) while increasing their foreign sales ratio, we consider the firms to be ex-
panding effectively. However, if the firms expand in countries or modes but do not 
increase their foreign sales ratios (i.e. the foreign sales ratio is unchanged or de-
creases), we consider the firms to be expanding ineffectively. 
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Figure B–3:  Three-dimensional Change Matrix 

Source:   Own creation. 

What does this reasoning imply for the internationalization patterns? To answer this 
question, we refer to our sample data and the changes observed (see Table B–8). 
We found 81 firms that changed their patterns from traditional to born global (i.e. the 
first column in Table B–8). These firms have mostly increased their country scope to 
the worldwide level. Moreover, the firms have increased their foreign sales ratios 
while also focusing on the same mode that they focused on ten years prior. Accord-
ing to Figure B–3, this form of change is based on an effective expansion strategy. 
The firms have expanded tremendously along the country axis while increasing their 
foreign sales ratios to more than 50%. Hence, a firm exhibited a traditional interna-
tionalizing pattern in one point in time and a different more committed pattern in an-
other point in time. It seems that traditionals can change their internationalization pat-
terns and become committed internationalizers (i.e. born globals, as we previously 
called them). Another change pattern is observed with traditional internationalizing 
firms changing to born-again globals (i.e. the second column). These firms have in-
creased their scope (mostly to the worldwide level) and scale (one-third increase 
their foreign sales ratio to more than 50%, and half of the firms increase their domi-
nating mode to FDI). This form of change represents another effective expansion 
strategy. The firms that change from born global to traditional internationalizing firms 
(see third column) focus on the home market. These firms reduce their country scope 
and their foreign sales ratio while employing the same dominant mode. Hence, com-
mitted internationalizing firms may slow down their internationalization and focus on 
their home market. Thus, these firms become traditional SMEs over time. Three dif-
ferent types of penetration strategies are demonstrated by the last three changes that 
we observed in our sample. Born globals may change to born-again globals by in-
creasing their dominant modes from export to FDI. The firms penetrate the existing 
markets with more committed modes while keeping the foreign sales ratio at a con-
stant level. Born-again globals may become traditional because of a reduced country 
scope (from worldwide to Europe). These firms manage to achieve a similar share of 
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foreign sales while reducing their geographical scope. Hence, the firms penetrate a 
reduced set of countries with their existing modes to maintain their foreign sales lev-
els. The last category of change shows that a few born-again globals may change to 
the born global category in that they increase their foreign sales ratios while not 
changing the other dimensions. Here, the firms penetrate the existing countries with 
their established modes to achieve a higher share of foreign sales. 

 Change of Class 
From Trad. 

to BG (n=81) 
From Trad. to 
BAG (n=57) 

From BG to 
Trad. (n=27) 

From BG to 
BAG (n=11) 

From BAG to 
Trad. (n=17) 

From BAG to 
BG (n=5) 

Country Reduction 1.3% 0.0% 80.0% 0.0% 84.6% 0.0% 
No change 36.0% 46.2% 20.0% 100.0% 15.4% 100.0% 
Increase 62.7% 53.8% 0.0% 0.0% 0.0% 0.0% 

Foreign 
Sales 

Reduction 0.0% 2.3% 76.9% 0.0% 33.3% 0.0% 
No change 18.6% 22.7% 23.1% 100.0% 41.7% 0.0% 
Increase 81.4% 75.0% 0.0% 0.0% 25.0% 100.0% 

Modes Reduction 0.0% 0.0% 16.7% 0.0% 35.7% 0.0% 
No change 77.9% 49.1% 75.0% 27.3% 64.3% 100.0% 
Increase 22.1% 50.9% 8.3% 72.7% 0.0% 0.0% 

Note: Shown are the frequencies of the sampled firms for the time point “today”. Bold numbers represent the 
mode. 

Table B–8:  Major Changes in Internationalization Patterns 

Source:   Own creation. 

4.3. Determinants of Internationalization Patterns 

To test for the factors that determine class membership, we applied multinomial lo-
gistic regression models with the categorical class as the dependent variable (see 
Table B–9). The results show support for H2 and H3. Thus, international orientation 
and growth orientation significantly influence the internationalization patterns of 
SMEs. Contrary to our expectations, communication capability is significantly related 
to the traditional internationalization pattern instead of the born global or the born-
again global pattern. Therefore, H4 is rejected. The intelligence generation capability 
is related to the born-again global pattern. This finding supports H5. Finally, because 
marketing-mix standardization does not differentiate between born globals and tradi-
tional, we reject H6(a). However, marketing-mix standardization is significantly re-
lated to the born global pattern but not the born-again global pattern. This finding 
lends support to H6(b). 

The results suggest that the more internationally oriented a firm is, the more likely it 
is to follow a born global or a born-again global pattern rather than a traditional SME 
internationalization pattern. The odds ratio suggests that a firm is 2.64 times more 
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likely to be classified as a born global rather than a traditional if the international ori-
entation increases by one unit.  

 Born global 
vs 

traditional SME 

Born-again global  
vs 

traditional SME 

Born-again global  
vs 

born global 
 B  Odds  B  Odds  B  Odds  
International orientation 0.97 *** 2.64  0.90 *** 2.46  -0.07 ns 0.93  
Growth orientation 0.59 * 1.80  1.22 *** 3.37  0.63 * 1.88  
Communication capability -0.67 ** 0.50  -0.94 *** 0.39  -0.24 ns 0.78  
Intelligence generation capability 0.11 ns 1.12  0.35 ** 1.41  0.23 * 1.26  
Marketing mix standardization 0.10 ns 1.11  -0.10 ns 0.90  -0.21 * 0.81  
* p ≤ 0.05. ** p ≤ 0.01. *** p ≤ 0.001. 

Table B–9:  Factors Determining Internationalization Patterns 

Source:   Own creation. 

Similarly, the more growth-oriented a firm is, the more likely it is to follow a born-
global rather than a traditional pattern. However, we see that the born-again global 
pattern becomes even more likely with increasing growth orientation. When a firm’s 
growth orientation increases one unit, it becomes 3.37 times more likely to choose a 
born-again global pattern over a traditional pattern. Growth orientation also distin-
guishes between born globals and born-again globals. This finding implies that the 
more growth-oriented a firm is, the more likely it is to be classified as a born-again 
global firm. Born-again global firms seem to be especially growth-oriented, as they 
have matured in their home markets and now aim to exploit foreign markets. Growth 
orientation is the only factor that differentiates all three classes from each other.  

We further find that the communication capability is significantly related to the tradi-
tional pattern. Firms with high internal communication favour the traditional pattern 
over the two other patterns. The traditional firms seem to learn from experience, and 
the experience probably involves many members of the organization who are re-
quired to communicate and share ideas. Communicating and sharing experiences 
can advance organizational learning. We assume that the born globals stronger rely 
on their international management and external networks.  

The intelligence generation capability differentiates the born-again global firms from 
the other two groups. This result implies that the born-again global firms employ 
strong routines to control their international activities. These firms have a structured 
approach towards internationalization, which differs from the approach used by the 
born globals and the traditional SMEs. Whereas the born globals have a proactive, 
entrepreneurial approach towards internationalization, the traditional firms are reac-
tive and less structured than the born-again global firms. 
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Finally, marketing-mix standardization is connected to the born global pattern rather 
than the born-again global pattern. However, we note that there is no significant dif-
ference between the born globals and traditional firms. This finding implies that the 
traditional firms also standardize their marketing mix. The born globals are knowl-
edge-intensive firms that know when to standardize their marketing approach. Con-
versely, the traditional firms generally standardize their marketing approach to reduce 
complexity and use foreign markets to generate additional sales. As a result, these 
firms may also transfer their marketing approach to foreign markets. 

 

5. Discussion and Conclusions 

5.1. Theoretical and Managerial Implications 

The aim of this paper was to identify the internationalization patterns of SMEs quanti-
tatively, to describe the SMEs that follow different patterns over time and to discuss 
the determinants of these patterns through empirical study. This under-researched 
area is relevant because internationalization still poses a challenge for SMEs. Re-
searching the patterns that SMEs take may help to predict future changes and devel-
opments. The results strongly support a three pattern cluster solution and several 
determining factors. The empirical results enrich the understanding of internationali-
zation patterns by integrating major streams of the literature. These observations al-
low two major theoretical implications to be drawn and conclusions to be made that 
can benefit the managers of SMEs. In this section, we will also discuss our limitations 
and provide some ideas for further research. 

Regarding our first research aim, which was to identify and describe the internation-
alization patterns of SMEs in a quantitative manner, we show that SMEs follow three 
different internationalization patterns. On the basis of the Uppsala model and previ-
ous born global research, we derived four major dimensions of internationalization. 
The patterns found in this study closely resemble the born global, born-again global 
and traditional internationalization patterns. These patterns provide quantitative sup-
port to the findings of former studies (Bell et al. 2003) and thus respond to Bell et al.’s 
(2001) call to investigate the phenomenon of the born-again global firm. Whereas 
former studies used Bell et al.’s (2003) criteria (e.g. Tuppura et al. 2008) or other 
definitions and thresholds (Knight and Cavusgil 1996) to classify firms, we empirically 
derive three general types of internationalizations patterns that describe SME inter-
nationalization. We agree with scholars who argue that a conceptualization of inter-
nationalization patterns based on different thresholds is somewhat arbitrary (Knight, 
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Madsen and Servais 2004; Kuivalainen, Sundqvist and Servais 2007). Our under-
standing of internationalization patterns highlights the complex nature of internation-
alization and assumes that internationalization is a latent, non-observable construct. 
We argue that internationalization patterns are not directly observed but measured 
through the following four indicators: time lag, countries, modes and foreign sales 
ratio. As patterns are not directly observed, categorizations based on arbitrary 
thresholds are not appropriate. This perspective contributes to the current state of the 
research by advancing the conceptualization of internationalization patterns. This 
conceptualization requires us to apply latent class analysis to derive distinct interna-
tionalization patterns empirically. Although this classification technique is highly rele-
vant to International Business research (McNaughton 2003), to date, this technique 
has rarely been applied by the empirical studies within this field. Our results are par-
ticularly interesting, as the three well-known internationalization patterns hold for es-
tablished SMEs operating in traditional sectors. Thus, we contribute to Rialp et al.’s 
(2005) call for analyses that include other types of firms in addition to high-tech firms.  

We find that the three internationalization patterns differ with regard to not only time, 
scope and scale but also age, international experience and number of production 
subsidiaries. Moreover, there are significant differences between born globals and 
traditionals and between traditionals and born-again globals in terms of size, number 
of countries served, technology orientation and perceived overall performance. We 
find that the three patterns are different from one another and have unique character-
istics. Furthermore, our descriptive results regarding the three patterns are somewhat 
higher in terms of the mean values than, albeit consistent with, the findings of other 
studies (e.g. Tuppura et al. 2008). However, we cannot confirm the findings of past 
empirical studies that differentiate among different types of born globals. For exam-
ple, Crick (2009) shows that the main difference between born globals and interna-
tional new ventures is the country scope of the firm. The difference in scope between 
born globals and born regionals has been addressed in the literature (Lopez, Kundu 
and Ciravegna 2008). In our sample these firms are most probably classified as born 
globals assuming that the firms have internationalized early and have very high for-
eign sales ratios.  

In general, we propose that the born global definition be extended and that the la-
bel/name be changed. The term born global often refers to the rapid internationaliza-
tion that occurs shortly after a firm’s founding (Moen and Servais 2002). Hashai 
(2011) posits, “In fact, the term ‘born global’ is somewhat misleading. These firms are 
not genuinely ‘born’ globally dispersed, but rather increase their level of internation-
alization rapidly from inception” (p. 995). As our results demonstrated, the defining 
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characteristic, time lag, does not separate the patterns over time because this vari-
able is time-invariant whereas the other indicators of internationalization pattern do 
change. The country markets that a firm serves and the firm’s operation modes are 
essential parameters of internationalization, as each parameter is open to change. 
By considering these possible changes, we can account for the dynamics of a firm’s 
decisions in foreign markets. These decisions may induce firms to pursue different 
internationalization patterns over time resulting in different internationalization pro-
files. Thus, we can show that some firms are classified as committed internationaliz-
ers (i.e. born globals, as we previously called them) after being classified as tradi-
tional firms. In recognizing that a firm may change its internationalization pattern over 
time, we follow Jones and Coviello (2005) in highlighting that several internationaliza-
tion patterns can be summarized as the internationalization profile of this firm. Hence, 
a firm may have followed a slower and less committed pattern of internationalization 
before choosing to boost internationalization. Firms may be pushed into international 
markets after operating in their domestic markets for several years. These firms may 
first focus on neighbouring countries and export products to these countries, which 
results in a mediocre foreign sales ratio. However, at some point, those firms may 
start to embrace internationalization, pursue an international orientation and a growth 
orientation and expand effectively into the international arena. The common under-
standing of the term induces that the internationalization pattern “born global” cap-
tures only the early phase of committed internationalization in a firm’s internationali-
zation profile. Since we have seen that firms can change their pattern, we need to 
enlarge the knowledge on internationalization profiles of SME. In analyzing mature 
SME, we made some efforts towards this end and showed that older firms also follow 
a committed pattern. This result supports Moen’s (2002) finding that “newly estab-
lished global firms have similar characteristics to old, global firms” (p. 173).  

Regarding the second research aim, which was to test the firm-specific determinants 
of internationalization patterns, we show that certain factors influence the internation-
alization patterns of SMEs. In particular, international orientation and growth orienta-
tion are important variables in explaining the differences between traditional, born 
global and born-again global firms. Generally, this result not only supports common 
assumptions in the born global research (Knight and Cavusgil 1996) but also extends 
the existing knowledge on the factors that influence the born-again global pattern. 
For example, we found that growth orientation is significantly related to the born-
again global firms. Moreover, we extend the previous research by including commu-
nication capability, intelligence generation capability and marketing-mix standardiza-
tion as the determining factors. We find that the communication capability is con-
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nected to the traditional internationalization pattern whereas the intelligence genera-
tion capability increases the likelihood that a firm belongs to the born-again global 
group. While the communication capability seems important to the organizational 
learning of traditional firms, born-again global firms rely on intelligence generation to 
coordinate their international activities. Finally, marketing-mix standardization is con-
nected to the born global pattern rather than the born-again global internationaliza-
tion pattern. Consistent with the literature, we find that born globals can effectively 
identify global niches and serve them with an appropriate marketing strategy. In 
summary, we show that several internal firm factors influence the internationalization 
pattern followed by a firm. Thus, we support Vermeulen and Barkema (2002) in stat-
ing that the internationalization pattern depends on a set of firm-specific capabilities.  

On the basis of these capabilities and on external factors (which we did not analyze 
in this study), firms make strategic decisions regarding time, scope and scale. These 
decisions reflect their overall internationalization patterns. Because three of these 
variables are open to change, the internationalization pattern may change as well. 
We discussed different strategies (penetration, home-market focus, effective and in-
effective expansion) and how these strategies lead to changes in the internationaliza-
tion patterns. However, we believe that the change in the internationalization dimen-
sions may also affect the internal firm factors. For example, a born global firm may 
consider a home-market focus strategy, which would cause the firm to change to a 
more traditional internationalization pattern and to develop different capabilities. In 
this case, we assume that international and growth orientation becomes less relevant 
while communication relevance increases. To analyze this back loop effect, we call 
for more research on the dynamics of internationalization patterns and propose a 
framework that can be tested with longitudinal data (see Figure B-4). 

This study also provides managerial implications by highlighting the characteristics of 
the different internationalization patterns that SME may take. The SME manager may 
perceive the different internationalization patterns discussed in the literature to be 
deterministic in nature. However, we show that these patterns are not deterministic 
and that firms may make strategic decisions that change their patterns over time. 
Moreover, because we show which factors influence the patterns, the SME manager 
can become aware of the relevant features. More importantly, this study shows that 
the managerial capabilities – in particular, international orientation and growth orien-
tation – determine the internationalization patterns most. 
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Note: Dashed lines show the areas for future research. 

Figure B–4:  A Proposed Conceptual Model for Analyzing Internationalization Patterns 

Source:   Own creation. 

5.2. Limitations and Further Research 

To understand the internationalization patterns of SMEs, further analyses are re-
quired, as this study is not without limitations. With respect to data collection, we are 
limited to a sample from Germany. Because Germany is a large economy, German 
SMEs, even born globals, may start internationalizing at a somewhat later point in 
time than the firms in small economies. Therefore, additional empirical validations of 
the SMEs originating from other economies are needed. Because we surveyed ma-
ture SMEs, our study faces two limitations. First, we may have some success bias, 
as those firms are well-established. This finding may also explain why we did not find 
a group exhibiting ineffective expansion over the ten-year period. Second, we did not 
limit our sample to young or early internationalizing firms as many authors have done 
(Moen 2002; Knight and Cavusgil 2004). Hence our results, especially regarding the 
“born global” group may not be fully comparable. Moreover, the retrospective design 
of the questions on international involvement leads to tentative rather than conclusive 
results regarding the dynamics of the internationalization patterns. Further research 
based on longitudinal data would help analyze the development of patterns and the 
possible varying influence of firm factors over time. With respect to the conceptual 
model, we did not analyze the influence of external factors on internationalization 
patterns. Future research should test whether the emergence of new communication 
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and process technologies, increased trade liberalization, regional economic integra-
tion and the growth of international networks significantly influence the internationali-
zation of SMEs (Knight and Cavusgil 1996; Knight 2000). Future researchers should 
consider incorporating performance into the reasoning of internationalization patterns 
(Kuivalainen, Sundqvist and Servais 2007). 

Despite its limitations, this study contributes to the discussion on SME internationali-
zation patterns by empirically classifying mature SME based on latent class analysis 
and showing that the firms following these patterns differ in several regards, espe-
cially with regards to certain capabilities. Moreover, we show that internationalization 
patterns may change over time. We find that firms may follow different change 
strategies and thereby create internationalization profiles, i.e. longer episodes of 
possibly different internationalization patterns. 
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C. Study 2: Changes in Foreign Operation Modes: Stimuli 
for Increases versus Reductions 

 

1. Introduction 

While the choice of an appropriate entry mode is a crucial decision when companies 
enter a foreign country, they have no guarantee that this mode will remain the best 
way of servicing the particular market. Scholars showed an initial entry mode may 
persist (Rosson and Ford 1982), mode combinations may be build (Petersen and 
Welch 2002), but the initial mode may as well be replaced by another one (Pedersen, 
Petersen and Benito 2002). Changes of operation modes are important decisions as 
they concern companies’ institutional arrangements that define the business frame-
work of the activities in a country. Moreover, as we previously discussed, operation 
mode changes also relate to the internationalization pattern of SMEs. 

Scholars have intensively focused on mode choices but less on how and why firms 
change operation modes (Pedersen, Petersen and Benito 2002). Petersen and 
Welch (2002) as well as Calof and Beamish (1995) called for more research on mode 
changes to improve the understanding of the internationalization process. Conse-
quently, a growing stream of literature analyzes foreign operation mode switches, 
shifts or conversions. While most studies focused on mode increases, i.e. changes 
from an initial mode into a mode with a higher market commitment (Pedersen and 
Petersen 1998), mode reductions are seldom analyzed. Within mode increases 
scholars focused on concrete mode changes, whereas reductions were viewed more 
broadly within divestment or de-internationalization decisions (e.g. Mata and Portugal 
2000; Belderbos and Zou 2009; for a review Morschett et al. 2009). However, it 
seems generally doubtful that an executive concerned about whether or not to 
change an operation mode would consider just one particular option. The decision to 
increase or reduce the commitment in a foreign market is practically relevant, espe-
cially for smaller firms because for them internationalization poses a critical challenge 
(Jones and Coviello 2005). Perceived reasons for mode increases in contrast to 
mode reductions are also interesting to executives, as they might use the experi-
ences of others to make similar decisions. Given the high relevance, only one empiri-
cal study so far explicitly analyzed the actual decision-makers perceptions on the 
reasons for mode increases and reductions simultaneously (Calof and Beamish 
1995). Hence, results on stimuli of mode change are barely comparable, and more 
research is needed. The following research questions are still unanswered: Which 
factors are perceived by executives to be important within the context of mode in-
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creases and mode reductions? How do decision-makers perceive those factors in 
terms of their magnitude? And more specifically, what determines the likelihood of a 
mode increase relative to a mode reduction?  

The present study shows that various stimuli are important for mode increases and 
reductions. While the magnitude of performance and external environment effects is 
more strongly linked to mode reductions, internal environment and executives’ atti-
tudes are stronger linked to mode increases. Responding to Petersen and Welch’s 
(2002) call to carry out more research on mode changes as well as Benito’s (1997) 
and Benito and Welch’s (1997) calls to investigate the perceptions of the decision-
makers, we analyze executives’ assessments of 320 mode changes in 265 SMEs. 
Thereby, we refer to changes in sales-motivated foreign activities. This study contrib-
utes in a specific way to the knowledge on mode shifts because it builds on the study 
by Calof and Beamish (1995), who explored reasons for mode increases and reduc-
tions in in-depth interviews as “not to bias the study in the direction of any theory” (p. 
118). We employ their results by measuring the stimuli in two different ways. This 
permits comparisons between both studies, strengthens the validity of results, and 
contributes to the limited empirical knowledge on both forms of mode change. For 
executives we denote crucial antecedences that have to be considered in order to 
understand the decision to change modes and accordingly to plan or anticipate such 
important steps. 

 

2. Literature Review 

We carried out an extensive literature review on changes of foreign operation modes 
(see Figure G-1 in Appendix 2). This review led to the identification of two dominating 
approaches which are employed by scholars to explain the determinants of mode 
change. Accordingly, we summarize the economic-strategic and behavioural ap-
proaches briefly and give an extended overview of empirical studies dealing with 
mode change. 

2.1. Economic-strategic and Behavioural Perspectives 

Referring to economic, strategic or institutional theories scholars intensively ad-
dressed entry mode choice (for reviews see e.g. Brouthers and Hennart 2007; 
Canabal and White 2008). Pedersen, Petersen and Benito (2002, p. 326) underlined: 
“The economic-strategic literature on foreign operation methods has largely taken for 
granted that whenever a choice is made, it will be the most suitable one given the 
circumstances. Thus, the firm will consider a change of mode only if drastic changes 
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occur.” In contrast the internationalization process approach suggests that mode 
changes are to be expected given the dynamic nature of the internationalization 
process. Through operating in foreign markets executives learn, and their percep-
tions of risks and benefits of being involved in those markets change. This may lead 
to increased commitment decisions implying a movement from one type of operation 
mode (with a lower market commitment) to another one (with a higher market com-
mitment). However, the process perspective does not explicitly consider reductions of 
modes or non-incremental changes (Pauwels and Matthyssens 2004). 

2.2. Empirical Results on Mode Changes 

Focusing on mode changes, we found that empirical studies on reasons for mode 
shifts mostly analyze mode increases (12), rarely mode reduction (8) and hardly ever 
both (1). Based on these articles we point out the different sets of stimuli which sig-
nificantly influence the decision to change the operation mode.  

Mode increases: Regarding studies on mode increases, two groups shall be high-
lighted. First, studies address mode changes within foreign direct investments (FDI). 
Already Gomes-Casseres (1987) stressed two determinants for change, the need for 
greater adaptation to the market and the dissatisfaction with the previous mode. 
Steensma et al. (2008) showed that a power imbalance between parents and high 
levels of conflict increase the likelihood of a joint venture (JV) being transformed to a 
wholly owned production subsidiary (WOPS). Similarly, Puck, Holtbrügge and Mohr 
(2009) illustrated that creation of local knowledge, internal isomorphic pressures and 
reduction of external uncertainty increase the likelihood of a conversion. Further-
more, Buckley, Pass and Prescott (1990) highlighted that the firms respond reactively 
to the external environment when moving towards FDI. Finally, Björkman and Eklund 
(1996) found that FDI are often preceded and influenced by top-management 
change. Second, studies addressed distribution-oriented mode change, e.g. shifts 
within export modes or towards sales subsidiaries. Rosson and Ford (1982) consti-
tuted dissatisfaction with the existing agency relationship, managers’ expectations 
and changes in the business environment as reasons for changes. Likewise, Buck-
ley, Pass and Prescott (1990) pointed out that firms switched to more controlled 
modes when they found exporting through agencies to be unsatisfactory. In context 
of performance, Ellis (2005) argued a U-shaped relation between perception of in-
termediary performance and the likelihood of their termination. This termination di-
lemma was also supported by Petersen, Pedersen and Benito (2006). Further, 
Pedersen, Petersen and Benito (2002) evaluated eight motivators and costs as driv-
ers, but on a 5% significance level only satisfaction was positively related to a mode 
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change, while contractual restrictions and recruitment/training costs were negatively 
related. Similarly, Nicholas (1983) provided empirical support for transaction costs 
and accumulation of market knowledge to be important in the decision to change 
from agents to sales subsidiaries. Asset specificity and the selection of an intermedi-
ary are, moreover, related to switching modes (Benito, Pedersen and Petersen 
2005). In their study on general increasing commitment, Randoy and Dibrell (2002) 
found that strategic and location specific factors have a significant influence on for-
eign resource commitments. To sum up, mode increases tend to be preceded by in-
ternal and external factors, managerial expectations as well as performance-related 
influences. 

Mode reductions: Viewing international divestment as “any voluntary or forced action 
that reduces a company’s engagement in or exposure to current cross-border activi-
ties” (Benito and Welch 1997, p. 9) we focus on partial divestment, i.e. when the 
mode in the foreign market is only reduced. Antecedences of international divest-
ments have rarely been analyzed. For example, Benito (1997) found an inverse rela-
tion of foreign divestment to economic growth in the host country. Conversely, Du-
haime and Grant (1984) argued that internal factors such as the business unit’s 
strength or the parent’s financial position influence divestment, whereas factors such 
as economic conditions do not. Further, Mata and Portugal (2002) stated that sub-
sidiary survival is determined by growth strategies, internal organization, industry 
characteristics and industry growth. Similarly, Li (1995) found empirical support for 
diversification and entry strategies as well as organizational experience to have a 
significant effect on divestment. However, performance plays an important role as 
well (Hamilton and Chow 1993). A voluntary decision may be made because of a de-
cline in returns (Khan and Mehta 1996). Haynes, Thompson and Wright (2003) de-
rived that divestment is a purposeful response not only to strategic but also to finan-
cial factors. Finally, Belderbos and Zou (2009) pointed out that affiliates are less 
likely to be divested in response to environmental change if they represent growth or 
switch option value to the firm. In summation, empirical divestment literature leads to 
similar categories of stimuli as for mode increases.  

Mode increases and reductions: Besides studies analyzing internationalization pat-
terns rather generally (e.g. Clark, Pugh and Mallory 1997; Fletcher 2001; Gemser, 
Brand and Sorge 2004), to the best of our knowledge, only the study by Calof and 
Beamish (1995) provides extended empirical insights into stimuli of mode increases 
and reductions. Calof and Beamish interviewed executives from 38 smaller Canadian 
firms, inquiring why they have changed modes in the past using open-ended ques-
tions. They observed 121 changes within the modes export, sales subsidiaries, JV 
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and WOPS. Fifteen stimuli of change were found and formed into four factors (per-
formance, external and internal environmental, managerial attitudes). The frequen-
cies of those factors were then linked to mode increases and reductions. 

 

3. Conceptualization and Hypotheses Development 

3.1. Conceptual Framework 

The conceptual framework underlying this analysis is threefold (see Figure C-1). 
First, building upon economic-strategic and behavioural approaches, we consider 
that firms may increase and reduce their foreign commitment. Although initial entry 
mode choices are based on actual and anticipated circumstances as perceived by 
the decision-maker, internal as well as external factors may change leading to the 
current operation mode being subject to change. Moreover, foreign in- or divestment 
cannot take place unless it is decided (Boddewyn 1985). When making the decision, 
executives have a range of options of increasing or reducing their involvement on a 
scale of operation modes. Second, building particularly on empirical findings on rea-
sons for mode changes we conceptualize specific stimuli as antecedents of mode 
increases and reductions. Thereby, we extend the work of Calof and Beamish (1995) 
and analyze direct effects of the four factors on the mode change decision. While 
stimuli differ in terms of their importance for mode increases and reductions (Fletcher 
2001), we assume that certain stimuli determine the likelihood of mode increases 
rather than reductions and vice versa. We emphasize the usage of four sets of stimuli 
which are analyzed in terms of executives’ perceived relevance of the factors causing 
change, but not in terms of their actual direction. Third, we control for factors that are 
used in recent studies on mode change, but are not conceptualized within this 
framework.  

 

Figure C–1: Conceptual Framework 

Source:   Own creation. 
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3.2. Mode Increases and Mode Reductions 

Following the economic-strategic and behavioural-based process approaches as well 
empirical findings, we consider that firms can increase or reduce their foreign market 
commitment by changing their foreign operation modes. According to Calof and 
Beamish (1995) mode increases are defined as upstream changes of modes while 
mode reductions are defined as downstream changes of modes. We assume the fol-
lowing scale of operation modes: export, sales subsidiaries, JV and WOPS. This 
conceptualization bears resemblance to the establishment chain (Johanson and 
Wiederheim-Paul 1975; Johanson and Vahlne 1977), which is applicable to SME, in 
spite of its shortcomings. A change of mode means that a company decides to serve 
a country with another mode than it did before. Additionally, we differentiate step-by-
step incremental and two-step radical mode change. 

3.3. Reasons for Mode Increase and Reductions 

3.3.1 Performance in the Host Market 

Based on Calof and Beamish’s understanding (1995), performance is defined as sen-
ior executives’ evaluation of the companies’ development in a country where the 
mode change took place.  

While it seems intuitive that performance has an impact on mode change, theoretical 
explanations are limited. The internationalization process approach does not directly 
refer to performance consequences. It is mainly concerned with learning effects of 
firms, which incrementally increase their commitment to foreign markets. In contrast, 
from an economic perspective a change can be a remedy to a discrepancy between 
goals and performance (Boddewyn 1983). When drastic performance changes occur, 
a company might switch its mode. This reasoning has been empirically shown by Ellis 
(2005) who derived a U-shaped relationship between the likelihood of intermediaries’ 
termination and their performance, which was again supported by Petersen, Pedersen 
and Benito (2006). In further theoretical reasoning, Boddewyn (1979) and Benito and 
Welch (1997) consider performance as a major driver of divestment decisions. 

In empirical studies, Chow and Hamilton (1993) found that divestments are motivated 
by the need to convert unattractive assets in order to strengthen the financial stand-
ing. Similarly, Khan and Mehta (1996) suggested that firms divest when they experi-
ence a decline in the rate of return. 

Accordingly, we argue that performance stimuli are perceived more importantly in the 
context of mode reductions (Calof and Beamish 1995). Moreover, we assume that 
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perceived performance change increases the likelihood of mode reductions relative 
to increases. 

H1.  (a) Performance stimuli are perceived to be more important in the con-
text of mode reductions than mode increases, and (b) performance 
stimuli are positively associated with the likelihood of mode reduction 
relative to mode increase. 

3.3.2 Firms’ Internal Environment 

According to Calof and Beamish (1995), we view a firm’s internal environment as 
consisting of factors potentially within a firm's control, such as strategy and re-
sources. 

Although the internationalization process approach does not explicitly consider stra-
tegic variables, it implicitly assumes that the firms build internal capabilities as they 
operate in foreign markets. Therefore, it might be argued that internal factors change 
as the firm learns and generates knowledge, which leads to increased market com-
mitment. Taken the economic perspective, the industrial organization theory in par-
ticular, firms invest in foreign markets to exploit company-specific advantages 
(Boddewyn 1985). If decision-makers believe that the firm has gained specific man-
agement know-how and created certain advantages, they might decide to increase 
the current mode. This is supported by the assumption that investments are of organ-
izational or strategic nature (Boddewyn 1983). 

Findings from empirical studies lead to similar expectations with regards to the rela-
tionships at hand. Intangible assets have been shown to exert a negative influence 
on the probability to divest (Delios and Beamish 2001). Moreover, Gomes-Casseres 
(1987) concluded that as firms’ capabilities grow they may no longer use agents and 
but rather prefer to build their own subsidiaries. Also, Puck, Holtbrügge and Mohr 
(2009) showed that the accumulation of local knowledge and internal isomorphic 
pressure significantly increases the likelihood that JV will be converted into own sub-
sidiaries. Ford and Rosson (1997) evaluated the goal for greater effectiveness as a 
reason for the change from export to sales subsidiaries. Benito, Pedersen and Peter-
sen (2005) demonstrated that asset specificity has an influence on mode shift from 
an intermediary to its own subsidiaries. Finally, it has been pointed out that top man-
agement change leads to mode change, both to mode increases (Björkman and 
Eklund 1996) as well as reductions (conceptually, Benito and Welch 1997). 

Although theoretical and empirical perspectives often associate mode increase with 
internal factors, the importance of the internal environment is assumed to be given 
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for mode reductions as well (Boddewyn 1979). However, we believe internal factors 
to be more important in the context of mode increases, which was also implied by 
Calof and Beamish (1995). Accordingly, perceived internal environmental stimuli will 
increase the likelihood of mode increases relative to reductions. 

H2.  (a) Internal environmental stimuli are perceived to be more important 
in the context of mode increases than reductions, and (b) internal envi-
ronmental stimuli are positively associated with the likelihood of a 
mode increase relative to mode reduction. 

3.3.3 Firms’ External Environment  

According to Calof and Beamish (1995), we view a firm’s external environment as 
consisting of factors outside a firm's direct control, such as macroeconomics, gov-
ernment policy and competition.  

The internationalization process approach does not directly consider environmental 
conditions, but if environmental factors are perceived to change, the firm might not 
have the knowledge to deal with it and would not increase its commitment (as reduc-
tion is not really an option). However, if the environment would change favourably, 
the firm might be able to employ its knowledge and shorten the cycle of increasing 
involvement. From an economic perspective, environmental factors play an important 
role in the in-/divestment decision. Environmental factors describe conditions and at 
the same time motivators to in- or divest (Boddewyn 1985). Adverse environmental 
conditions will rather lead to divestment while favourable environmental changes 
might lead to investment. Theoretically, environmental changes can lead to both, in-
creases and reductions, depending on the direction and intensity of change. 

Similar contrary findings are reported by empirical studies. Ford and Rosson (1997) 
argued that changes in the business environment are reasons for the mode shift from 
export to sales subsidiaries. This assumption was also shared by Pedersen, Peter-
sen and Benito (2002), but they found no significant results for export market growth 
as switching motivator. Fletcher (2001), too, pointed out that environmental factors 
may act as impediments and therefore are important within de-internationalization as 
well internationalization. While empirical studies on mode increases tried to show the 
significance of the external environment, there are supplementary findings from di-
vestment research. Belderbos and Zou (2009) found that affiliates established in 
countries with adverse environmental conditions were more likely to be divested. 
Mata and Portugal (2002) showed that subsidiaries in growing markets and industries 
are more likely to survive.  
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While adverse environmental conditions seem to generally lead to mode reduction, 
favourable conditions tend to lead to mode increase. As we do not analyze the direc-
tions of stimuli changes, we adhere to the findings of Calof and Beamish (1995). 
They showed that external environmental changes are more often mentioned as rea-
sons for mode increases.  

H3.  (a) External environmental stimuli are perceived more important in the 
context of mode increases than reductions, and (b) external environ-
mental stimuli are positively associated with the likelihood of a mode 
increase relative to mode reduction. 

3.3.4 Managerial Attitudes 

According to Calof and Beamish (1995), we view attitudes as managerial intentions, 
beliefs and feelings about market commitment. 

Our understanding is evidently related to the individual drivers of incremental change 
discussed in behavioural process models and thus mode increases. But there is also 
an economic perspective on the relevance of attitudes. It has been pointed out before 
that investment is brought about by an internal decision. The will or motivation to 
change can be put into practice when favourable conditions exist (Boddewyn 1985). 
Although, Boddewyn (1983) states that divestments compared to investments are less 
rational and rather personal a priori, and economic approaches do not directly address 
attitudes, it seems that decision-makers would, ceteris paribus, increase the current 
mode when they perceive an urge (in terms of intention, will or motivation) to do so. 

Correspondingly, Ford and Rosson (1997) showed empirically that decisions to in-
crease commitment are attributed to management characteristics, especially their 
intuitive expectations. Similarly, Fletcher (2001) argued that managerial characteris-
tics are drivers of increasing foreign market commitment rather than reducing. Fi-
nally, Gemser, Brand and Sorge (2004) found that managerial learning is relevant for 
mode increases. 

In summation, we believe that managerial attitudes are more important in the context 
of mode increases, which was also indicated by Calof and Beamish (1995). Accord-
ingly, we suggest that managerial attitudes enhance likelihood of mode increases. 

H4.  (a) Managerial attitudes are perceived to be more important in the 
context of mode increases than mode reductions, and (b) managerial 
attitudes are positively associated with the likelihood of a mode in-
crease relative to mode reduction. 
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4. Design of the Empirical Study 

4.1. Sample 

To develop the sample, we selected every fifth international manufacturer from highly 
internationalized sectors listed in the Hoppenstedt database, which includes most 
German-speaking SME. The 2,000 chosen firms were independent, not diversified 
and had 500 employees at maximum. We contacted senior business executives by 
mail, informed them about the study and asked whether they have had increased or 
reduced modes in the last ten years. 150 firms had to be excluded because manag-
ers gave reasons as to why they could not support the study. Accordingly, we sent 
out 1,850 questionnaires which could be completed in writing or electronically. Two 
weeks later telephone calls were made, and ten days later e-mails were sent as a 
reminder. 380 firms have not changed modes and were unable to answer the ques-
tionnaire; some executives were not attainable. 

325 executives returned the questionnaire. Telephone calls were made to assure that 
executives answered the questions. Since a person other than the main decision-
maker evaluated the questionnaire or a considerable amount of missing values, 60 
further questionnaires had to be excluded. Finally, information of 265 managers on 
320 mode changes was included into the final analysis. This results in a response 
rate of 14%, which is appropriate for SME studies (Newby, Watson and Woodliff 
2003), especially considering that not every company has had changed modes.  

The firms represent mostly four industries, mechanical engineering, electronics, 
chemicals and textiles/clothing (85% of all firms). Average sales amount to 134.0 mil-
lion EUR with international sales averaging 66.9 million EUR and a foreign share of 
sales averaged 40.9%, which is similar to Calof and Beamish (1995) (see Table C–1). 

Total sales  
in m EUR 

N % International 
sales in m EUR 

N % Foreign share  
of sales  

N % 

1-24 66 24.9 1-19 99 37.4 1-10 13 4.9 
25-49 49 18.5 20-49 60 22.6 11-20 37 14.0 
50-99 44 16.6 50-99 41 15.5 21-49 96 36.2 
100-199 52 19.6 > 99 39 14.7 50-74 69 26.0 
> 199 52 19.6    > 74 24 9.1 
Missing 2 0.8 Missing 26 9.8 Missing 26 9.8 
Total 265 100.0 Total 265 100.0 Total 265 100.0 
Average: 134.0 Average: 66.9  Average: 40.9 

Table C–1: Characteristics of the Sample 

Source:   Own creation. 
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4.2. Measurement 

4.2.1 Dependent Variable 

Similar to the procedures employed by Calof and Beamish (1995) as well as Puck, 
Holtbrügge and Mohr (2009) we asked each executive to describe whether and why 
they, as main decision-makers regarding the mode change, had increased or re-
duced modes in a country in the last ten years. If several changes were done, we 
asked to choose the last change that happened. We formulated the introduction of 
the questionnaire as follows: “Smaller companies who sell products in a foreign coun-
try might increase (e.g. from indirect exports to sales subsidiaries) or reduce their 
commitment (e.g. replace own subsidiaries by indirect exports) after some time. Have 
you realized this kind of operation mode change(s) within the last ten years in a 
county where you still sell products?” Because indirect and direct forms of export are 
of great importance especially for SME (Pedersen, Petersen and Benito 2002) we 
enlarged the range of modes employed by Calof and Beamish (1995) by differentiat-
ing indirect and direct export forms (see Table C–2). We asked the executives to an-
swer on mode increase and mode reduction separately, and controlled for the mode 
being carried out in a country with sales activities. Moreover, we excluded mode 
changes in countries with other value-chain activities than sales.  

4.2.2 Independent Variables 

We used Calof and Beamish’s (1995) 15 stimuli of mode change, three related to 
performance, four to external and six to internal environment and two to managerial 
attitudes (see Table H–1 in Appendix 3). While the authors provide informal inter-
views, we chose questionnaires and two types of stimuli measurement.  

First, seven point Likert-type scales were used to measure the importance (1=not im-
portant at all to 7 very important) of each of the 15 stimuli regarding a particular mode 
increase and mode reduction. Interpreting the stimuli as formative constructs 
(Diamantopoulos and Winklhofer 2001), we united them into non-weighted indices for 
each of the four categories: performance, internal and external environment and atti-
tudes. 

Second, three core reasons for each mode change were collected in an open ques-
tion sequence. The executives had to choose (up to three) major reasons out of a list 
of the 15 stimuli resulting in more than 1,000 notations. Reasons not included in the 
list were excluded from further analysis in order to receive comparable results. 
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Considering literature on scale development, we conducted a pre-test with nine sen-
ior executives and two international business scholars, which lead to adaptations of 
four of the 15 stimuli (number 2, 11, 13, 15). We attempted to formulate each stimu-
lus positively and negatively because both directions may be perceived as reasons 
for mode increases and reductions.  

4.2.3 Control Variables 

We included six control variables in the study. Firm size was controlled because 
small firms are more likely to divest then larger firms (Li 1995). It was measured us-
ing the number of employees (Bobillo, López-Iturriaga and Tejerina-Gaite 2010). 
Firms' age was measured using the number of years of the company’s existence 
(Tuppura et al. 2008). It was considered because older firms may allocate resources 
more efficiently and hence be more likely to increase mode. Accumulation of market 
knowledge was measured using a firm's number of years operating in the country 
where the mode change took place. Over time firms gradually accumulate knowledge 
and, hence, reduce uncertainty, which might have an effect on mode changes 
(Pedersen, Petersen and Benito 2002). Combination of foreign operation modes in 
the particular country was employed as a dummy to control for the differences to sin-
gle modes (Petersen and Welch 2002). Geographic distance was measured with the 
distance (in kilometre) from the capital of the country of origin to the capital of the 
particular country where the mode change took place (Bevan, Estrin and Meyer 
2004) because it might reduce switching costs (Pedersen, Petersen and Benito 
2002). We control the competition intensity in the country with a single item measure 
(Kwon and Hu 2000) because competition has been shown to exert an influence on 
mode change (Fletcher 2001). 

4.3. Method 

Referring to the discussion on the usefulness of reliability assessment of formative 
measures, we argue with Diamantopoulos and Winklhofer (2001) that statistical reli-
ability assessment is irrelevant. Consequently, it was even more important to use 
items which were developed in a former study. The validity assessment is limited as 
well (Diamantopoulos, Riefler and Roth 2008). We assessed face validity in the pre-
test and checked for multicollinearity. The correlations between the indices and the 
controls, VIF values and standard errors are found to be below the common thresh-
olds and, therefore, multicollinearity is assumed not to be a serious problem within 
the present data (see Table H–2 in Appendix 3). 

Non-response bias is assumed to be limited as the comparison of the indexes be-
tween early vs. late respondents showed (Armstrong and Overton 1977). Secondary 
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data on the demographics of randomly selected non-respondents were gathered in 
order to conduct additional tests comparing responding and non-responding firms (in 
terms of size, age and sales). Again, insignificant differences were found. Common 
method bias was tackled a-priori through appropriate questionnaire design and ex-
post tested using Harman’s single factor test (Podsakoff et al. 2003). As the first fac-
tor accounts for only 19.9% of the total variance explained in exploratory factor 
analysis, common method bias can be assumed to be reduced within our possibilities 
as we have to rely on self-reports of executives to access their perception (Spector 
2006). With the focus on the perceptions of the actual decision-maker being the 
competent person to answer the questionnaire, single response bias is assumed to 
be limited (Hughes and Garrett 1990). Following the suggestion of Kumar, Stern and 
Anderson (1993), we tried to obtain a second respondent to validate the data, asking 
the senior executives by phone for a second person with appropriate knowledge on 
the particular mode changes. This resulted in only 41 further contact partners, mostly 
export/sales managers, as executives evaluated only themselves being able to report 
on the particular mode change. In order to test for inter-rater congruence (Slater 
1995), telephone calls provided 29 responses. The comparison of evaluations led to 
significant correlations and insignificant differences in mean values. Hence, we as-
sume that single response bias is reduced within our data, however, it cannot be 
solved completely. 

In order to test the hypotheses, we employed t-tests, logistic regression and tested 
an alternative causal model. Before calculating the model, we checked for outliers by 
looking at standardized residuals. 

 

5. Results  

5.1. Types of Mode Change 

Table C–2 illustrates 210 mode increases and 110 reductions. Despite the relatively 
wide range of modes used, an overall tendency of export-related modes can be de-
tected. Currently, only 7.5% use JV and 21.9% WOPS, while exports dominate the 
operation modes of German SME. Regarding major mode increases, it can be ob-
served that 15.0% of all changes switched from direct export to sales subsidiaries, 
10.6% from indirect to direct export without own presence and 9.1% from direct ex-
port to WOPS. Regarding mode reductions, 5.9% of all changes switched from sales 
subsidiary to direct export, 5.6% from direct to indirect export and 3.5% from JV to 
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direct export. While these single changes are undoubtedly interesting, we opt to ana-
lyze aggregated changes in this study. 

New mode 
 
 
Old mode 

Indirect 
export 

(n = 35) 

Direct export 
without own 

presence 
(n = 78) 

Direct export 
with own 
presence 
(n = 33) 

Sales  
subsidiary/ 
company 
(n = 82) 

JV 
(n = 22) 

WOPS 
(n = 70) 

Total 
(n = 320) 

in % 

Indirect export  
(n = 70) 

-- 10.6 2.2 5.0 1.3 2.8 21.9 

Direct export (without own 
presence) (n = 112) 

5.6 -- 1.9 15.0 3.4 9.1 35.0 

Direct export (with own 
presence/branch) (n = 39) 

0.9 4.4 -- 3.1 0.6 3.1 12.2 

Sales subsidiary/company  
(n = 51) 

2.8 5.9 2.8 -- 0.6 3.8 15.9 

JV  
(n = 28) 

0.9 1.3 3.4 -- -- 3.1 8.8 

WOPS 
(n = 20) 

0.6 2.2 -- 2.5 0.9 -- 6.3 

Total (n = 320) in % 10.9 24.4 10.3 25.6 7.5 21.9 100 
Note: Each number in this table represents the percentage of all mode change decisions accounted for by a given 
change/choice combination. The two types of direct exports are not used in the further analysis. 21 changes in 
further modes (licenses, contract manufacturing, non-sales alliances) were excluded. 

Table C–2: Change/Choice Combinations of Modes 

Source:   Own creation. 

It is worth noting that the majority of changes are incremental varieties of steps (see 
Table C–3). With regard to graduations of increase and reduction defined according 
to Calof and Beamish, 39.7% of mode changes correspond to one-step increases, 
24.7% one-step reduction, 9.7% two-step reductions and 25.9% a two-step increase. 

Stages  Pattern non stages (n = 193)  
 
 
Old mode 

One-step 
increase 
(n = 127) 

One-step 
reduction 
(n = 79) 

Two-step 
reduction 
(n = 31) 

Two-step 
increase 
(n = 83) 

Total two 
steps 

(n = 119) 
Indirect export (n = 70) 54.3 -- -- 45.7 45.7 
Direct export (without own presence) (n = 112) 47.3 16.1 -- 36.6 36.6 
Direct export (with own presence) (n = 39) 30.8 33.3 10.3 25.6 35.9 
Sales subsidiary/company (n = 51) 27.5 54.9 17.6 -- 17.6 
JV (n = 28) 35.7 32.1 32.1 -- 32.1 
WOPS (n = 20) -- 55.0 45.0 -- 45.0 
Total (n = 320) 39.7 24.7 9.7 25.9 35.6 
Note: Each number represents the percentage of mode change decisions from the particular mode accounted for by a 
given number of steps (defined according to Calof and Beamish 1995). 

Table C–3: Internationalization Patterns Observed 

Source:   Own creation. 

5.2. Importance of Stimuli for Mode Change 

Regarding the importance of the stimulating factors, we both asked the executives to 
name up to three most important stimuli and to rate the single stimuli on a scale (see 
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Table C–4 and Table H–1 in Appendix 3). Concerning mode increase, internal envi-
ronment is mentioned as major reason in 53.9%, attitudes in 19.2%, performance in 
15.8% and external environment in 11.1% of all increases. Concerning mode reduc-
tion, internal environment (38.7%), performance (29.1%) and external environment 
(24.9%) are perceived to be very important, while attitudes (7.3%) are not. However, 
when interpreting these results one has to consider the number of stimuli in each 
category. Considering the stimuli weight (percentage in relation to the number of 
items per factor), internal environment dominates mode increases, closely followed 
by attitudes. Within mode reductions performance is followed by external and internal 
environment. Additionally, different reasons are named for one-step and two-step 
changes (see Table H–1 in Appendix 3). 

Mean values are significantly different between mode increases and reductions, 
apart from performance (see Table C–4). The highest mean within mode increases is 
related to attitudes, followed by internal environment, performance and external envi-
ronment; within mode reductions the order is performance, internal environment, atti-
tudes and external environment.  

 Frequencies of  
major reasons 

MV (STD) of  
scaled reasons 

MV (STD) of scaled reasons 
experienced vs. non-experienced 

 Mode  
reduction 

Mode 
increase 

Mode  
reduction 

Mode 
increase 

Diff. Exp. 
increase 

Non-exp. 
increase 

Diff. Exp. 
reduction 

Non-exp. 
reduction 

Diff. 

Performance 29.1% 15.8% 3.9 (1.2) 3.6 (1.1)  3.7 (1.0) 3.5 (1.2)  3.8 (1.3) 3.6 (1.3)  
Internal environment 38.7% 53.9% 3.6 (1.1) 4.3 (1.0) *** 4.1 (1.0) 4.4 (1.0) * 3.7 (1.1) 3.7 (1.1)  
External environment 24.9% 11.1% 2.9 (1.3) 2.2 (0.9) *** 2.4 (1.2) 2.2 (0.9) * 3.1 (1.4) 2.8 (1.7)  
Attitudes 7.3% 19.2% 3.4 (1.7) 5.1 (1.1) *** 5.0 (1.2) 5.0 (1.1)  3.2 (1.7) 3.4 (0.9)  
* p < 0.05, ** p < 0.01, *** p < 0.001; others not significant. Paired t-tests. 

Table C–4:  Importance of Reasons for Mode Change 

Source:   Own creation. 

These results lead to supporting H2a and H4a while H1a and H3a are rejected. 
Three factors are perceived to be significantly different regarding their importance for 
mode increases and reductions. While internal factors and attitudes are more impor-
tant in the context of mode increase, external factors are perceived to push manag-
ers into mode reduction. To sustain the findings, we have additionally tested for 
mean differences between executives with experience in increases and reductions 
and executives who have experienced only one type of change (see Table C–4). The 
means on the four factors do not differ significantly for both mode increases and re-
ductions, despite internal and external environment in the context of mode increases.  
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5.3. Magnitudes of Stimuli for Mode Change 

Table C–5 illustrates the regression-based results. The data fit the proposed concep-
tual model satisfactory, exhibiting a Nagelkerke’s R² of 0.465. Moreover, 80.9% of 
the observations are correctly classified. With regard to the different size of mode 
increases versus mode reductions, this value needs to be compared with the propor-
tional chance criterion in order to give implications concerning the model goodness. 
As this value accounts for 54.9%, the classification rate of the model is 26.0% higher 
than the proportional chance as it is required for good predictive power.  

Table C–5:  Results of Logistic Regression 

Source:   Own creation. 

Since one could assume, according to the process approach, that the effect of inter-
nal and external environment and performance is mediated by attitudes (Calof and 
Beamish 1995), we tested an alternative mediation model using structural equation 
modelling. We find that the total mediating model is worse (R²=0.26) than the direct 
effects model (R²=0.47), which supports our conceptual model and the results. 

Hypotheses H1b, H2b and H4b are supported. Model 1 shows that changes in atti-
tudes and internal environment are significantly linked with the likelihood of mode 
increases. The likelihood of mode reductions is significantly linked to performance 
changes. However, external environment changes are significantly linked to mode 

 B  Exp(B) B  Exp(B) B  Exp(B) 
Dependent variable MODEL 1:  

Mode increase vs.  
mode reduction 

MODEL 2a: 
One-step reduction vs. 

two-step reduction 

MODEL 2b: 
One-step increase vs. 

two-step increase 
 

Performance  -0.439** 0.644 0.774 ** 2.168 0.006   1.006 
Internal environment  0.468** 1.596 -0.356   0.701 -0.080   0.923 
External environment  -0.482*** 0.618 -0.896 *** 0.408 -0.642 *** 0.526 
Attitudes 0.813*** 2.255 0.844 ** 2.327 -0.132   0.877 
Control variables         
Firms age (log) -0.765  0.465 1.542   4.674 -0.708   0.493 
Firms size (log) -0.434  0.648 -1.471   0.230 -0.696 * 0.499 
Acc. of market knowledge (log) -0.028  0.973 -3.653 ** 0.026 -0.503   0.604 
Combination of modes -0.289  0.749 -4.185 * 0.015 -1.425 * 0.240 
Geographic distance (log) 0.505  1.656 2.401 * 11.031 -0.380   0.684 
Competition intensity -0.123  0.885 0.202   1.224 0.082   1.086 
Constant  0.269  1.309 2.679   14.569 9.674 *** 15.99 
Model fit         
No. of observations 320   110   210   
n group 1 / n group 2 210 / 110  79 / 31  127 / 83  
Model χ² 131.453 *** 10df 41.182 *** 10df 31.515 *** 10df 
Correctly classified 80.900   80.010   69.500   
Maximal chance 65.600   71.800   60.500   
Proportional chance 54.883   59.520    52.195   
Nagelkerke R² 0.465   0.449   0.189   
* p <0 0.05, ** p < 0.01, *** p < 0.001; others not significant. 
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reductions. Therefore, H3 cannot be supported. None of the control variables are 
significant. 

Additional results on incremental and non-incremental mode changes are further 
shown in Table C–5. With regards to performance, managers perceive performance 
in general more likely to reduce instead of increase the operation mode, whereas 
performance is perceived as a more likely explanation for one-step than two-step re-
ductions. Attitudes in general are rather connected with mode increase than reduc-
tion while being perceived to be an explanatory variable for one-step mode reduction 
when looking at reductions only. The external environment is a likely explanation for 
both two-step reduction and two-step increase while being in general perceived more 
likely to reduce the operation mode. Finally, the internal environment increases the 
likelihood of mode increases but shows no significant results with regards to incre-
mental or radical steps. 

 

6. Discussion  

6.1. Overall Conclusions 

This study contributes to the knowledge on the reasons for mode changes in a spe-
cific way because it provides empirical results on the under-researched but highly 
relevant phenomenon of mode increases and reductions. We have based our re-
search design on a former study which is linked to certain limitations while being sci-
entifically valuable. We found 210 increases and 110 reductions indicating the ne-
cessity to consider both directions of mode change. Referring to our research ques-
tions, executives perceive the importance of stimuli for mode increases and reduc-
tions differently and the magnitudes of stimuli effecting mode increases and reduc-
tions differ. These results are shown to be stable when comparing decision-makers 
with different change experience. In the following we will highlight the contribution in 
two regards: comparison with previous findings and conclusions for research and 
practice. 

6.2. Conclusions by Comparing Results 

The results of Calof and Beamish’s study (1995) are largely sustained, which is re-
markable in light of the different contexts, points in time and research designs.  

Concerning performance, our results draw a different picture on reductions as com-
pared to Calof and Beamish’s results. The importance of performance as a stimulus 
for change is not significantly more important in the context of mode reductions. Re-
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garding the magnitude of effects, performance is perceived more likely to reduce in-
stead of increase the operation mode. This finding supports Boddewyn’s (1979) con-
ceptual assumptions about the dominance of performance in divestment research 
and contradicts current arguments that the relevance of performance should be not 
overemphasized (Morschett et al., 2009). Thus, we call for more research on per-
formance consequences, which might be analyzed through growth modelling.  

Internal environment is stronger linked to mode increases, both through their impor-
tance and magnitude. Similar to Calof and Beamish’s results, strategies and re-
sources are seen as dominant reasons for mode increase but are also important an-
tecedents of mode reductions. Referring to the most important reasons, strategic 
stimuli were named most often in terms of increases, while resources were perceived 
more important for reductions. However, new management does not occur to be an 
important force for SME decision-makers. Consequently, internal environment has to 
be included in studies on mode change, otherwise a significant level of explained 
variance is disclaimed. 

Stimuli from the external environment increase the probability of mode reductions, 
which contrasts our proposition and Calof and Beamish’s observation that external 
environmental is more often linked to mode increases. In our study external environ-
ment is also perceived as more significant in stimulating mode reduction. This is a 
very interesting result, since theory and empirical studies do not advise on a general 
relationship. In addition, we found that external environment is significantly linked to 
radical mode changes (two-step increase and two-step reduction). This factor seems 
to be a powerful discriminator, although it was not named very frequently as major 
reason for change. Hence, we believe that there is need for more research on the 
relationship between mode change and external factors.  

Finally, attitudinal stimuli are even stronger linked to mode increases than in Calof 
and Beamish´s study. The importance and magnitude show that attitudes are rele-
vant for mode increases, but not that much for reductions. Attitudes were not often 
named as major reasons for mode reductions, especially within two-step reductions. 
Consequently, empirical studies on mode increases disclaim explained variance 
when attitudinal variables are not considered.  

6.3. Conclusions for Theory and Practice 

Conclusions for theory and practice are threefold. First, considering the general effect 
of stimuli, we provide broad implications for theory and practice. While it is intuitive to 
suggest that, for example, good performance leads to mode increases and bad per-
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formance leads to mode reduction, we suggest that managers associated perform-
ance in general with mode reduction rather than mode increase. That implies man-
agers tend to perceive performance to increase the likelihood of mode reductions ex-
post. Accordingly, performance factors (whether positive or negative) are especially 
important in the divestment decision and have to be considered and monitored by 
managers. However, performance has been perceived important both for increases 
and reductions, which implies that performance changes have to be viewed within 
the wide scope of stimuli, business aims and perspectives. Theoretically, it implies 
that performance has to be included in studies on reduction. While performance and 
external environment increase the likelihood of mode reductions, internal environ-
ment and attitudes are associated with mode increase. Finding different stimuli as 
important factors for increases and reductions matches Fletcher’s (2001) results. 
Moreover, we show that the major reasons for incremental and radical mode 
changes differ. While the external environment induces radical change, both up-
stream and downstream, performance and attitudes are only connected with one-
step reduction.  

Second, the internationalization process approach does not sufficiently explain mode 
reductions as it is not capable to derive the direct influence of performance and ex-
ternal environment on mode change. Nevertheless, the majority of movements in this 
study are incremental. Furthermore, managerial attitudes can hardly be explained 
with economic approaches, although attitudes are highly relevant for explaining mode 
increases. Therefore, economic reasoning has to expand its explanatory power by 
including attitudinal variables (Perks and Hughes 2008). Consequently, we conclude 
with Benito and Welch (1994) that both research streams taken separately might not 
be appropriate to explain all facets of mode changes. Explained variance of mode 
shifts can be increased when stimuli from both research streams are combined.  

Third, for executives this study denotes which crucial antecedences have to be ob-
served and considered when mode changes are planned or change decisions have 
to be made. Executives might use the experiences and findings provided in this study 
as an orientation towards a more rational decision-making process (Boddewyn 
1979). Furthermore, it contributes to the general knowledge on the dynamics of the 
internationalization process and its antecedents. 
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7. Limitations and Further Research 

To understand the stimuli of mode increases and reductions, there is need for addi-
tional research extending the findings of this study, which is not without limitations, in 
two major ways:  

The first major issue relates to the empirical level. We have categorized, for example, 
the shift from WOPS to JV identical to the shift from sales subsidiaries to indirect ex-
ports. Obviously, this is a limitation because results on concrete mode conversions 
(e.g. Puck, Holtbrügge and Mohr 2009) provide clear implications and context-related 
information but may not be generalized for other changes. Consequently, enhancing 
the data basis will increase the feasible aims of a study. Further implications can be 
drawn from a multi-country sample, comparisons to companies without mode 
change, longitudinal designs to model changes over time (Pedersen, Petersen and 
Benito 2002), or multi-level designs (Canabal and White 2008). In particular, employ-
ing both primary and secondary data might be a promising approach both to exclude 
common method variance and provide implications of actual environmental changes. 

The second major issue for further research concerns the conceptual level. We con-
ceptualize and measure as precisely as possible by drawing on a former study, which 
was explorative in nature and not biased by any theory. Although Calof and Beamish 
(1995) made every effort to ensure discrete categories, some overlaps may exist. 
This may, for example, influence the high importance of the external environment, 
especially if executives understand mode reductions as failures (Duhaime and 
Schwenk 1985). Furthermore, while relying on Calof and Beamish’s items we have 
not measured the directions of change, and cannot make any conclusions on the ef-
fects of, for example, good or bad performance on change. Thus, further research 
could analyze the implications of directed stimuli. Finally, we have conceptualized 
direct relationships between stimuli and mode change, albeit computing one alterna-
tive model. However, further mediating effects can be thought of, e.g. the direct ef-
fects of the stimuli on mode change might be mediated by executives’ evaluation of 
risks and benefits. 
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D. Study 3: A Taxonomy of Small and Medium-sized 
International Family Firms 

 

1. Introduction 

This study investigates the linkage between the culture of family firms in terms of the 
organizational orientation, their strategy in terms of differentiation, cost leadership 
and marketing standardization and their structure in terms of integration, centraliza-
tion and specialization. We discuss these factors and develop a taxonomy of small 
and medium-sized internationalized family firms. Family firms are a particularly inter-
esting and distinctive group to research because these firms combine ownership and 
management (Gallo and Sveen 1991), have a strong organizational culture that fos-
ters trust and tradition (Aronoff and Ward 1995) and differ from non-family firms with 
regard to internationalization (Fernández and Nieto 2006). Moreover, family firms 
comprise most of the world’s companies (Ibrahim, Angelidis and Parsa 2008). In-
deed, some of the most successful and largest companies in the world are family 
firms. However, these large organizations cannot be compared to small family firms 
because size has many organizational effects. SMEs face different challenges with 
regard to internationalization, and they have different decision-making structures. 
Hence, we focus solely on small and medium-sized family firms. 

Thus far, the research on international family firms has mostly focussed on the inter-
nationalization process in general (Tsang 2001; Claver, Rienda and Quer 2007), the 
determinants of internationalization (Gallo and Sveen 1991; Fernández and Nieto 
2005; Graves and Thomas 2008) and the differences between family and non-family 
firms with regard to managerial issues (Pinho 2007; Claver, Rienda and Quer 2008). 
Scholars have shown that family firms tend to follow a slow and unstructured path 
toward internationalization because of their risk-averse organizational culture and 
their fear of losing family wealth (Claver, Rienda and Quer 2007). Hence, family firms 
tend to implement conservative strategies and do not aggressively pursue interna-
tionalization (Zahra 2003). However, little is known about exactly how family firms 
adapt to international environments and how their risk avoidance influences the con-
figuration of strategies and structures during internationalization. In summary, the 
existing research on international family firms has mainly focussed on “what-
questions rather than why/how-questions” (Kontinen and Ojala 2010, p. 97). 

E. Olejnik, International Small and Medium-Sized Enterprises,
Handel und Internationales Marketing / Retailing and International Marketing,
DOI 10.1007/978-3-658-04876-1_4, © Springer Fachmedien Wiesbaden 2014
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We wish to close this knowledge gap and analyze how family firms internationalize 
from an organizational perspective. Developing a survey-based taxonomy of family 
firms, we show the different groups of international family firms that exist and exam-
ine the linkage between firm culture, strategy, structure and ultimately the firm’s in-
ternational, i.e. non-domestic, performance. We seek to investigate how these con-
figurations differ and which configurations appear to be most successful. In summary, 
we aim to analyze the following research questions. Are there different configurations 
of international family firms in terms of firm culture, strategy and structure? Which 
combinations of strategies, structures and firm orientations promise success for fam-
ily firms in international markets? Which firm-level factors differentiate between the 
different groups of firms? 

Investigating these research questions is an important task that will extend the exist-
ing research by analyzing how family firms adjust their strategy and structure to their 
unique culture in an international context. Following Kontinen and Ojala’s (2010) call 
for more empirical research on family firms, we contribute rich empirical data and 
show which configurations of culture, strategy and structure are used by international 
family firms. Throughout this process, we discover “real types” (Harms, Kraus and 
Reschke 2007, p. 663) of international family firms, which is important in this growing 
field of research. Moreover, as Sciascia et al. (2012) suggested, we consider differ-
ent international entrepreneurship variables and describe the configurations of family 
firms using supplementary variables such as countries, foreign sales ratios, time to 
internationalization and foreign operation modes. In addition to this theoretical contri-
bution, we also aim to suggest managerial implications. Understanding the different 
types of family firms can help managers to better understand their own firms and 
their current situation. Managers can see which strategies and structures fit their fam-
ily firm’s culture. Moreover, family firm managers can learn the performance conse-
quences of each configuration and use this information in their own configuration de-
cisions. Thereby, managers can even advance their own firms’ internationalization. 

We have organized this study as follows. First, we review the literature on interna-
tional family firms. Then, we introduce the theoretical background and the conceptual 
framework of our study. After describing the sample and the measurement of the 
constructs, we discuss the results of the empirical analysis, focussing on the different 
configurations of international family firms. To conclude the paper, we discuss the 
findings of the empirical study, describe the study’s limitations and indicate implica-
tions for further research. 
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2. Literature Review 

The research on the internationalization of family firms is becoming increasingly im-
portant because these firms have realized that they can become more competitive by 
expanding their activities abroad (Fernández and Nieto 2005; Kontinen and Ojala 
2010). Although internationalization is often understood to be a growth strategy 
(Claver, Rienda and Quer 2007), family firms tend to internationalize slowly and cau-
tiously (Graves and Thomas 2008; Claver, Rienda and Quer 2009). The involvement 
of family members has a positive impact on international sales but a negative impact 
on the number of market entries (Fernández and Nieto 2006; Claver, Rienda and 
Quer 2009). 

Although internationalization offers benefits to family firms (Pinho 2007; Claver, 
Rienda and Quer 2009), the risk of losing family wealth or losing control over the 
business can make family firms reluctant to internationalize (Claver, Rienda and 
Quer 2009). Similarly, Kontinen and Ojala (2010) proposed that the internationaliza-
tion of family firms is primarily influenced by “long-term plans, the possibility to take 
quick decisions, and the fear of losing control“ (p. 19). Claver, Rienda and Quer 
(2009) mentioned the “long-term vision” (p. 127) as distinctive characteristics of fam-
ily firms (for the conditions under which family firms are more long-term oriented than 
other businesses refer to Block 2009). In general, family members of different gen-
erations remain true to this commitment to continuing the tradition and ensuring the 
survival of the company. Tradition is a specific and unique feature of family firms that 
plays an important role in the culture of these firms. Thus, factors such as continua-
tion and consistency as well as control over the firm and protection of family property 
are important facets of the family firm culture (Claver, Rienda and Quer 2007). Con-
tinuation, consistency and control are attributes that are related to the firm’s risk ori-
entation, which, in turn, is an important dimension of entrepreneurial orientation 
(Naldi et al. 2007). Typically, it is assumed that family firms avoid risks but their inter-
national expansion fosters entrepreneurship because international activities are es-
sentially focused on discovering and pursing new opportunities in new markets (Naldi 
et al. 2007). 

Because family firms search for continuity and stability, they avoid aggressive inter-
nationalization and focus on a small number of foreign markets to generate revenues 
(Zahra 2003). Although it has been argued that family firms use selective and risk-
avoiding strategies (Pinho 2007; Kontinen and Ojala 2010), we do not know which 
generic strategies or marketing strategies family firms use to penetrate foreign mar-
kets. Ibrahim, Angelidis and Parsa (2008) argued that family firms have a competitive 
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advantage because they are “nimbler, more customer-oriented and quality focused” 
(p. 95). With their emphasis on tradition and family values, family firms may be more 
likely to focus on quality, service and a positive image when they compete interna-
tionally. 

Moreover, family firms are often said to be owner-centred and unstructured in their 
internationalization approach (Kontinen and Ojala 2010). The decision-making struc-
ture of internationalizing family firms has been found to be centralized and informal in 
China (Tsang 2001). However, it has also been shown that an orientation towards 
decentralized decision-making is positively related to entrepreneurship in family firms 
(Zahra, Hayton and Salvato 2004). Although we might assume that family firms with 
a risk-averse orientation will favour centralization, one could argue that internationally 
oriented entrepreneurial family firms will choose to decentralize their decision-making 
and implement clear organizational routines. 

Overall, it appears that the organizational culture is special in family firms in that it 
influences not only the internationalization process as such but also the strategies 
and structures of the firm. Because family firms differ in their culture, their level of risk 
aversion and their attitude towards foreign markets, we suggest that there may be 
different types of family firms that differ in terms of their responses to and their per-
formance in the international context. 

 

3. Theoretical Background and Conceptual Framework  

To identify the different types of family firms, we employ the configuration approach. 
The configuration approach is rooted in contingency theory, which posits that there is 
no one best way to organize and manage firms. Hence, according to this view, multi-
ple contextual and organizational variables should be analyzed simultaneously to 
determine the relationship between context, strategy and structure and discover how 
this relationship explains firm performance (Drazin and Van de Ven 1985). Classic 
contingency approaches have focussed on strategy-structure contingencies. Later 
research has employed a more holistic perspective, using organizational culture as 
an organizational variable that must fit with strategy and structure (Short, Payne and 
Ketchen 2008). Fit is the alignment of internal organizational forces to generate 
higher levels of performance. Hence, the level of international performance depends 
on the alignment between the organization and its context (Drazin and Van de Ven 
1985). Furthermore, the configuration approach incorporates equifinality, which as-
sumes that there are multiple organizational designs or forms that are equally effec-
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tive (Drazin and Van de Ven 1985; Doty, Glick and Huber 1993). In other words, or-
ganizations can be equally viable and successful through multiple combinations of 
culture, strategy and structure even if they face identical contingencies (e.g. the 
generic strategies developed by Porter 1980). In our research context, this assump-
tion implies that multiple combinations of family firm culture, strategy and structure 
can be equally effective in internationalization. Therefore, we expect to find different 
configurations of family firms that may differ with regards to their international per-
formance. 

Miller (1996) defined configurations as “complex systems of interdependency brought 
about by central orchestrating themes” (p. 506). Configurations can be addressed via 
typologies or taxonomies. Even though both terms are used synonymously in many 
studies and the term ‘configurations’ is often simply used, there is a major difference 
between a typology and a taxonomy (Dess, Newport and Rasheed 1993). Dess, 
Newport and Rasheed (1993) suggested that a typology “should refer only to theo-
retical/conceptual classification schemes”, whereas a taxonomy “should refer only to 
empirically derived classifications” (p. 776). Thus, one way to arrive at configurations 
is to develop typologies, or ideal types, via theoretical reasoning. Another method 
involves empirically developing taxonomies, or real types (Harms, Kraus and 
Reschke 2007). Unlike typologies, taxonomies are empirically based and might 
therefore have more explanatory and predictive power. There are two taxonomic ap-
proaches: 1) using quantitative methods by identifying natural clusters in the data 
through cluster analysis or 2) using qualitative methods such as case studies (Dess, 
Newport and Rasheed 1993). In this study, we develop a taxonomy using quantita-
tive methods. However, before we identify the configurations empirically, we discuss 
and conceptualize the constructs that are used to develop the taxonomy. 

3.1. Conceptual Framework of the Study 

In the following sections, we introduce our conceptual model and discuss the corre-
sponding constructs in the context of family firm internationalization. In researching 
family firms, we follow the literature and define a firm as a family firm when the family 
members own the majority of the capital of the SME and have management control 
of the firm (Donckels and Fröhlich 1991; Gallo and Sveen 1991). A senior executive 
must also regard the company as being a family firm (Crick, Bradshaw and Chaudhry 
2006; Ibrahim, Angelidis and Parsa 2008). Hence, our definition requires that the 
family be involved in both the ownership and the management of the company. As 
previously mentioned, in this study, we focus solely on small and medium-sized fam-
ily firms.  
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The conceptual model shown in Figure D–1 is the basis for the taxonomy. The frame-
work consists of the constructs culture, strategy, structure and international perform-
ance. The individual constructs are not explored in terms of their positive or negative 
influence in a taxonomic approach; rather, the primary focus is the relationships be-
tween those constructs with reference to the internationalization of family firms. Thus, 
this study identifies features that distinguish different types of family firms and also 
examines whether there are any differences in the levels of performance achieved 
using different combinations of strategies, structures and firm orientations. 

Figure D–1:  Conceptual Framework 

Source:  Own creation. 

We suggest that international family firms can be best understood if we analyze the 
interplay of strategies, structures and culture. Naldi et al. (2007) mentioned that fam-
ily firms can be regarded as representing a “contextual hybrid” (p. 34). They must 
cope with two sets of values, expectations and goals – those of the family and those 
of the business context. Thus, there can be different types of family firms with respect 
to their responses to the international business context and their performance. 
Hence, we suggest that organizations can respond to the international environment 
by developing different configurations of culture, strategy and structure. The organ-
izational culture as exhibited by the firms’ orientations builds the basis for their values 
and beliefs and therefore influences their choice of strategies and structures (Moog, 
Schlepphorst and Schlepphorst 2011). The strategies of a firm demonstrate its inter-
national market positioning and determine its customer-oriented activities. Its struc-
tures establish an organizational framework for international activities. How well the 
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chosen strategies, structures and orientations fit, is reflected in the international per-
formance of the firm (Knight and Cavusgil 2005). Based on the concept of equifinality 
(Doty, Glick and Huber 1993), we believe that different configurations may yield 
equally successful firms. The configuration of strategies, structures and orientations 
should determine performance, but there should be different ways to combine strate-
gies, structures and orientations to obtain success. 

3.2. Culture 

In this study, culture includes a firm’s risk orientation, international orientation and 
people orientation. These constructs are rooted in the organizational culture and are 
strongly influenced by the family firm’s management (Jones and Coviello 2005). It 
has been shown that these orientations have an important influence on the develop-
ment of international activities (Zahra 2003; Claver, Rienda and Quer 2009). A firm’s 
international orientation is understood as its willingness to operate in international 
markets, including seeking new opportunities in international markets, and is associ-
ated with proactiveness and an innovative approach to foreign markets (Knight and 
Cavusgil 2005; Moog, Schlepphorst and Schlepphorst 2011). A firm’s risk orientation 
is its willingness to take risks and engage in international activities (Pinho 2007). A 
firm’s people orientation is its management of creativity and new ideas and is there-
fore closely related to firm innovativeness (Lumpkin and Dess 1996). 

The cultural dimensions are closely related to the firm’s entrepreneurial orientation. 
An entrepreneurial orientation can be defined as the pursuit of opportunities in inter-
national markets, which is reflected in proactive, risk-taking and innovative firm be-
haviour. In general, an entrepreneurial orientation is assumed to have positive per-
formance implications (Kellermanns and Eddleston 2006). Prior research has offered 
two perspectives on the relationship between family firms and an entrepreneurial ori-
entation (Casillas, Moreno and Barbero 2010; Zellweger, Sieger and Muehlebach 
2010). Although some family businesses have been found to accept significant risk to 
protect family wealth, others avoid risky decisions because they fear losing control or 
family value. Some studies argue that family firms become conservative over time 
(Naldi et al. 2007). Others show that family firms do not score very high in terms of 
risk orientation, innovativeness and proactiveness but “score clever and stay forever” 
(Zellweger, Sieger and Muehlebach 2010, p. 211). We can conclude that the family 
culture incorporates the orientations, attitudes and beliefs of the family members 
(Kontinen and Ojala 2011b). These orientations guide the firm in formulating and im-
plementing its strategies and structures (Gallo and Sveen 1991). Because the firms 
are expected to differ with regard to their orientation, it is likely that these differences 
will generate different culture-strategy-structure configurations. 
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3.3. Strategy 

The strategies of international family firms include the generic strategies of cost lead-
ership and differentiation as well as that of marketing standardization. Differentiation 
involves offering unique, (usually) high-quality products that differ from the products 
of the firm’s competitors (Porter 1980). Differentiation can be achieved by focussing 
on the product design or brand image, implementing advanced technology or offering 
superior customer service (Knight and Cavusgil 2005). Applied correctly, the differen-
tiation strategy can generate a higher level of brand loyalty and higher profit margins 
than rival companies obtain, but it can also generate a relatively low market share. 
The cost leadership strategy typically involves keeping production, marketing and 
administrative costs low, which makes it possible to offer low-priced products (Porter 
1980). The methods used to attain cost leadership are efficient scale facilities, cost 
reductions through experience and limitations on R&D and service costs (Knight and 
Cavusgil 2005). Although these strategies are considered to be alternative means of 
successful competitive positioning, firms in the real world feature both less defined 
approaches that keep them “stuck in the middle” and successful combinations of dif-
ferentiation and cost leadership, which is called “outpacing” (Gilbert and Strebel 
1987). Thus, the separate consideration of the two strategies (Knight and Cavusgil 
2005) is advisable. In addition to the competitive strategies that guide how firms in-
teract with their competitors, smaller family firms pursue market-based strategies that 
show how firms interact with their customers. The international marketing standardi-
zation strategy has been shown to be the most applicable to SMEs (Merrilees and 
Tiessen 1999). A firm’s marketing standardization strategy is analyzed in terms of 
standardization or adaptation of its marketing programme abroad (Cavusgil and Zou 
1994). Hence, marketing standardization is defined as the extent of the similarity of a 
set of marketing program elements that a firm uses in foreign countries (Samiee and 
Roth 1992; Lages, Abrantes and Lages 2008; Chung, Wang and Huang 2012). An 
international marketing program includes four elements: product, price, place and 
promotion (Chung, Wang and Huang 2012). Cavusgil and Zou (1994) pointed out 
that the decision to either standardize a firm’s marketing strategy or adapt it to for-
eign markets is key in international activities.  

Upton, Teal and Felan (2001) reported that the majority of rapid-growth family firms 
describe their business strategies as high-quality differentiation strategies rather than 
as low-cost strategies. These authors described fast-growth firms as companies that 
are willing to take risks, be innovative and act proactively, i.e. entrepreneurial firms. It 
appears that an entrepreneurial orientation makes it possible to identify opportunities 
in international markets and successfully implement differentiation strategies. How-



Study 3: A Taxonomy of Small and Medium-sized International Family Firms 83 

ever, family firms can also choose to be very conservative about their strategies due 
to their risk-averse organizational culture (Zahra, Hayton and Salvato 2004). This 
conservatism can leave firms “stuck in the middle” because neither of the generic 
strategies, i.e. differentiation or cost leadership, is pursued. In general, Donckels and 
Fröhlich (1991) suggest that family firms are likely to prefer opportunities with the po-
tential for long-term stable outcomes over dynamic growth risk strategies. Moreover, 
one could argue that the international orientation of family firms influences the degree 
of marketing standardization. Hence, it appears that firm culture has important effects 
on firm strategy. 

3.4. Structure 

In addressing the structure of international family firms, we focus on the structural 
integration of internationalization as well as the centralization and specialization of 
related decision-making. Structural integration is an organizational element describ-
ing practices such as international committees or project teams across functions 
(Miller and Friesen 1983). Structural integration helps family firms to internalize what 
it has learned during the internationalization process and to use this knowledge to 
compete effectively (Bloodgood, Sapienza and Almeida 1996; Zahra, Ireland and Hitt 
2000). Centralization of decision-making is the extent of the decision-making author-
ity that is concentrated at the headquarters (Chung, Wang and Huang 2012). In a 
centralized decision-making structure, most international decisions are conducted by 
the headquarters, whereas in a decentralized structure, the decision-making is con-
ducted by or with a local representative (Solberg 2002; Chung, Wang and Huang 
2012). In our study, specialization is indicated by whether the family firm has desig-
nated a particular individual or team as responsible for international activities, i.e. an 
export manager or an export department. Therefore, specialization is interrelated with 
role formalization because the former captures the extent to which family members 
focus their efforts on narrower or broader sets of tasks and the latter “relates to the 
formal recognition and delineation of tasks within an organization” (Sine, Mitsuhashi 
and Kirsch 2006, p. 124).  

The decision-making structure of international family firms is said to be highly central-
ized, informal and unstructured (Tsang 2001). Family firms are often said to be 
owner-centred and unstructured in their approach to internationalization (Kontinen 
and Ojala 2010). Export activities often require centralized decision-making, whereas 
a local presence requires some form of decentralization (Claver, Rienda and Quer 
2007). It is also reasonable to assume that the decision-making structure is depend-
ent both on the firm’s orientation (e.g. a risk-averse manager will tend to centralize 
decision-making) and on its strategy (e.g. a differentiation strategy works well with a 
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decentralized approach because local representatives have more knowledge of the 
quality and service needs of local customers). Zahra, Hayton and Salvato (2004) ar-
gue that centralization places power in the hands of the family management and 
“may stifle entrepreneurship by inducing rigidity within the family firm’s structure” (p. 
366). Hence, centralization can hinder the development of entrepreneurship and 
creative ideas within a firm. In contrast, a decentralized structure will indicate the 
firm’s trust in its local representatives and will thereby enhance flexibility, creativity 
and new ideas (Zahra, Hayton and Salvato 2004).  

3.5. International Performance 

International performance is understood as the degree to which a firm’s objectives 
are achieved in international markets as a result of the configuration of international 
family firm’s culture, strategy and structure. Because smaller family firms can pursue 
different economic targets, it is important to determine management’s overall objec-
tives and then to establish the degree to which the organization has met the objec-
tives (Crick, Bradshaw and Chaudhry 2006). For instance, managers might only re-
quire marginal international activities to meet their objectives because of high de-
mand in the home market. Thus, the family firm might decide to focus on the domes-
tic market, which could result in a decreasing or stagnant international sales growth 
or market share (Crick, Bradshaw and Chaudhry 2006). Therefore, we follow Cavus-
gil and Zou (1994) and combine the importance of certain economic targets such as 
overseas sales growth, profitability, market share and return on investment with the 
degree of achievement of these goals.  

The non-domestic performance of smaller family firms is still an under-researched 
issue. Although several family firm studies have focussed on the overall performance 
consequences of ownership, few studies have considered the outcome of organiza-
tional design. Most often, these studies have emphasized domestic activities and 
used an overall performance measure such as profits or sales growth (Naldi et al. 
2007). The studies that explicitly address international family firms often consider 
past performance only as a control variable (Zahra 2003; Sciascia et al. 2012). 
Hence, Kontinen and Ojala (2010) suggested that future research consider the ef-
fects of internationalization on family firm performance. We contribute to this field of 
research by extending the knowledge on international performance and by providing 
information on the performance differences that result from different configurations of 
international family firms in terms of their culture, strategy and structure.  
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4. Empirical Study 

As a basis for our empirical study, we conducted a cross-sectional questionnaire sur-
vey among German SMEs from the manufacturing sector. We chose to focus on the 
manufacturing sector because in Germany, this sector consists of highly international-
ized industries. We primarily addressed engineering firms and firms from the chemical, 
synthetics and textile industries. To select the international SMEs, we extracted the 
addresses of every fifth SME from the industry-based lists provided in the online ad-
dress database Hoppenstedt to randomize the sample and avoid selection bias. We 
identified 3,500 international SMEs based in Germany through Hoppenstedt (for more 
information on the database see Schilke and Goerzen 2010). Furthermore, we tried to 
ensure that the selected firms were indigenous in that they were not part of a larger 
multinational firm (i.e. that they were not subsidiaries of larger firms), that they were not 
diversified and that they had a maximum of 500 employees. These characteristics are 
consistent with the German definition of an SME. We limited the sample to indigenous 
firms to exclude any effects that connections with multinational firms might have on 
small businesses in terms of resource acquisition, structuring and strategy. We chose 
to focus on non-diversified companies because diversified firms can face different 
competitive conditions depending on the division under investigation, can employ dif-
ferent strategic approaches based on the product category and can have different tar-
gets and different performance levels. To increase comparability, we excluded diversi-
fied firms. The different pieces of information were obtained from the database and 
cross-checked with the homepages of the firms whenever possible.  

We sent out questionnaires to the senior managers of these firms by ordinary mail 
and by email. The questionnaire could be completed in writing or electronically ac-
cording to the executive’s preference. We sent two reminder emails and also made 
telephone calls to improve the response rate. Although we received notice that 123 
questionnaires/emails were not deliverable, we collected 855 responses in total for a 
response rate of 25.3%. Next, we excluded some questionnaires from further analy-
sis because they contained many missing values, because the firm in question had 
more than 500 employees or because it only reported conducting national activities. 
Furthermore, we excluded non-family firms, i.e. firms that are not owned and man-
aged by families. We also controlled for whether the owner or managing director was 
the person who filled out the questionnaire. Hence, we conducted an additional tele-
phone call for each questionnaire returned and asked about the position of the inter-
viewee in question. All in all, of the 855 firms, 504 were considered to be suitable for 
the further empirical analysis. Descriptive statistics for the sampled firms can be seen 
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in Table D–1. The firms operate in four major German manufacturing industries: en-
gineering (33%), chemicals (24%), textiles (18%) and synthetics (16%). 

 Minimum Maximum MV STD N 
Number of employees  1.00  500.00  136.31  127.69  504 
Age of firm in years  3.00  252.00  57.46  40.51  500 
International experience in years  3.00  127.00  30.06  19.86  492 
Time to internationalization in years  0.00  194.00  28.53  35.35  481 
Foreign sales to total sales ratio  0.02  1.00  0.44  0.24  449 

Table D–1:  Sample Statistics 

Source:   Own creation. 

We compared the early and late respondents based on secondary data with respect 
to size and age to test for non-response bias (Armstrong and Overton 1977) and 
found no significant differences. Given that we focus on the perceptions of the actual 
decision maker, who is the most qualified to answer questions regarding the strategy 
and organizational design of the firm, single response bias can generally be assumed 
to be limited (Hughes and Garrett 1990). Following the suggestion of Kumar, Stern 
and Anderson (1993), we nevertheless tried to obtain a second respondent to vali-
date each set of responses by asking each senior executive to recommend a second 
participant with appropriate knowledge. This procedure yielded 41 contact partners, 
most of whom were export and sales managers. To test for inter-rater congruence 
(Slater 1995), we sent a shorter questionnaire to these executives, and 29 responses 
were returned. We found significant inter-rater correlations and insignificant mean 
differences with no bias in a particular direction. These findings indicate the validity of 
the data provided by the executives. However, because we must rely on the percep-
tions of these executives, we must also consider common method bias. Following 
Podsakoff et al. (2003), we tried to avoid this problem by appropriately designing the 
questionnaire. Ex post, we examined the potential bias using Harman’s single factor 
test. Common method variance does not appear to endanger our results, as the first 
factor accounts for only 18.42% of the total variance explained in the exploratory fac-
tor analysis. 

4.1. Measurement 

Family firm culture is represented using the three constructs: international orientation, 
risk orientation and people orientation. Each of the constructs is measured using a 
seven-point Likert-type scale. The measure for international orientation is based on the 
research of Acedo and Jones (2007) and Dichtl, Koeglmayr and Mueller (1990). We 
created a reflective scale for attitudes towards foreign markets and different cultures. 
Risk orientation is the firm’s attitude towards risk that is grounded in research on 



Study 3: A Taxonomy of Small and Medium-sized International Family Firms 87 

managerial perceptions regarding risk-taking (March and Shapira 1987) In measuring 
the people orientation, we followed Amabile et al. (1996) in their research on how firms 
encourage creativity and Yli-Renko, Autio and Tontti (2002) in their research on the 
social capital of firms. The construct covers firm-internal communication that is said to 
increase learning and facilitate the accumulation of organizational knowledge.  

Indicator MV STD FL  
(EFA) 
(≥0.5) 

ItTC 
(≥0.4) 

α 
(≥0.6) 

λ  
(CFA) 
(≥0.5) 

International orientation     0.790  
We believe that geographic distance to overseas markets is not 
problematic at all. 

4.45 1.62 0.911 0.710  0.853 

We do not perceive different mentalities to be strange. 4.24 1.39 0.713 0.632 0.749 
We travel abroad to learn about cultures. 4.50 1.44 0.624 0.564 0.656 
Risk orientation     0.723  
When chances and risks are equally distributed in international 
decision-making situations, we refrain from the project (reverse 
coded) 

4.03 1.03 0.755 0.566  0.886 

We have a proclivity for high risk over low risk projects  4.15 1.06 0.754 0.566  0.638 
People orientation     0.752  
The enforcement of unconventional ideas and the acceptance of 
creative thinkers are important to us. 

4.31 1.48 0.688 0.517  0.684 

We have an active communication across departments. 4.92 1.42 0.675 0.565  0.714 
Group decisions take priority over individual decisions. 4.26 1.59 0.665 0.534  0.623 
Our employees maintain private contacts. 4.43 1.48 0.613 0.579  0.609 
Differentiation     0.792  
We control our product and service quality. 5.60 1.02 0.692 0.587  0.690 
We try to stand out through extensive service. 5.30 1.35 0.685 0.603  0.684 
The identification with the brand and with the company image is 
important to us. 

5.48 1.26 0.676 0.592  0.667 

We focus on high product quality. 5.85 1.11 0.618 0.520  0.593 
We aim to provide special products and services. 4.98 1.30 0.559 0.500  0.581 
We highlight a clear brand image. 5.05 1.34 0.558 0.488  0.557 
Cost leadership      0.628  
We focus on efficiency. 4.72 1.65 0.818 0.460  0.766 
We focus on cost reduction. 4.87 1.52 0.540 0.460  0.600 
Marketing standardization     0.835  
Our marketing program is standardised globally. 4.55 1.75 0.725 0.650  0.721 
Our distribution systems are similar worldwide. 4.19 1.75 0.710 0.637 0.708 
We have the same advertisement across countries. 3.64 1.82 0.709 0.633 0.706 
We try to reach a similar positioning of our product. 4.54 1.78 0.654 0.582 0.651 
We standardise the price as compared to competitors. 4.23 1.76 0.641 0.581 0.643 
Customer needs in our industry are similar worldwide. 4.10 1.82 0.629 0.567 0.632 
Integration     0.883  
We have cross-national working groups. 2.71 1.82 0.883 0.799  0.872 
We carry out workshops with an international composition. 2.93 1.93 0.866 0.797  0.874 
We have project teams with international team members. 2.69 1.84 0.778 0.722  0.779 
We have groups for internat. exchange, such as quality circles. 3.10 1.88 0.715 0.668  0.715 
Note: The items were measured using seven-point Likert-type scales ranging from 1 = not at all to 7 = to an ex-
tremely high extent. 
Centralization, specialization and international performance are not displayed in the table because reliability and 
validity testing is not appropriate for dichotomous variables and formative constructs (Diamantopoulos and 
Winklhofer 2001). 

Table D–2:  Reliability and Validity of the Reflective Latent Constructs 

Source:   Own creation 
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Firm strategy was analyzed with reference to differentiation, cost leadership and 
marketing standardization. The three constructs were measured reflectively using 
seven-point Likert-type scales. To measure the use of the differentiation and cost 
leadership strategies, we created a scale based on Porter (1980) and Knight and Ca-
vusgil (2005). Although Porter understood differentiation and cost leadership as al-
ternative strategies, we measure them separately as did Knight and Cavusgil (2005). 
Because there might be firms that are stuck in the middle, it is reasonable to sepa-
rate differentiation and cost leadership. Also, the possibility of an outpacing approach 
should be considered (Gilbert and Strebel 1987). The marketing standardization 
scale befitted from the research of Samiee and Roth (1992), Özsommer and Prussia 
(2000) and Lages, Abrantes and Lages (2008). The standardization of the marketing 
programme refers to the standardization of the marketing mix meaning the extent to 
which the marketing instruments are identical across countries (as opposed to an 
adaptation of the marketing mix to the single country markets). The standardization 
of the marketing programme is a key decision in international markets (Cavusgil and 
Zou 1994) and is considered a dimension of the global strategy (Zou and Cavusgil 
1996). This strategy is highly relevant for SMEs because they are often sales driven 
in their international market approach. 

We represented the structure of family firms as conceptualized using integration, 
centralization and specialization. We measured structural integration on a seven-
point Likert-type scale. We followed Edström and Galbraith (1977) and Roth, 
Schweiger and Morrison (1991) and employed several items that indicated the use of 
international work groups and project teams. We measured centralization by asking 
whether international decisions such as those regarding (1) the extent of service of-
ferings in different countries, (2) the hiring of employees in different countries, (3) the 
entry strategy in new countries and (4) the organization of international business are 
conducted in the home country by the family management or by (or together with) a 
foreign representative. If all of the four decision-making items were conducted in the 
home country, the firm was assigned a “1” for centralized structure; otherwise, a “0” 
was assigned. By creating this measurement we considered the research of Solberg 
(2002) and Chung, Wang and Huang (2012). In measuring specialization, we asked 
about the existence of a formal responsibility and reporting structure related to inter-
national activities (Sine, Mitsuhashi and Kirsch 2006). If the respondents indicated 
that there is no regular reporting process and/or that the owner is responsible for in-
ternational activities, we considered the firm as not having a specialized structure 
and assigned a “0” to the firm. If the firm had established an export manager and/or 
an export department, we considered the firm to have a specialized structure and 
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assigned it a “1” (Beamish et al. 1999; Navarro et al. 2010). Hence, centralization 
and specialization were dichotomized. 

All of the questions were pre-tested with ten firm owners. To assure the reliability of 
the multi-item measures, we performed exploratory factor analysis (principal axis 
EFA) using the Kaiser criterion and the Oblique rotation. We found a clear seven fac-
tor structure, as expected. We retained only the items that loaded high (≥0.5) on the 
factor in question. In Table D–2, we report the loadings of the single factor analyzes 
and the other reliability indicators of the reflective multi-item scales. In the next step, 
we assessed the item-to-total correlations and the Cronbach’s Alpha for every latent 
construct. All of the constructs have satisfactory values above 0.4 for the item-to-total 
correlations and Cronbach’s Alpha values above 0.6 (Nunnally 1967) or 0.7 
(Nunnally 1978). Cost Leadership is the only construct that barely reaches the 0.6 
threshold for Cronbach’s Alpha. Because both items for the cost leadership construct 
are derived from the literature, because their content validity was checked in the pre-
tests and because the other reliability and validity coefficients exhibit more than ac-
ceptable values, we decided not to exclude the construct from further analysis. As a 
final test of the validity of our constructs, we perform a confirmatory factor analysis 
(CFA) in Mplus. The CFA measurement model contains all of the latent constructs 
and achieved the following fit scores, which indicated adequate model fit: CFI 0.923, 
TLI 0.910, RMSEA 0.049. 

International performance can be measured using objective data or managerial per-
ceptions regarding financial and non-financial performance. The arguments against 
the use of objective scales are the reluctance of family firms to provide “hard” finan-
cial data, the fact that subjective measures usually yield more complete data, the im-
possibility of verifying the accuracy of any financial data on small family firms (SMEs 
are generally not required to publish financial data in Germany) and the industry-
related effects of absolute financial scores. To assess the international performance 
of the sampled firms, we used the target approach and defined success as the de-
gree to which an intended target is achieved (Cavusgil and Zou 1994). An assess-
ment of the importance and the degree of achievement of different financial and non-
financial targets considers the range of possible targets for SMEs in international 
markets. We used the following six targets: sales growth, productivity, ROI, profit, 
market share and capacity utilization. These targets were combined into one index 
IAZj (see Formula D–1). We thereby suggest that smaller family firms can have differ-
ent objectives when they pursue international activities, and hence we weight the 
achievement of the targets using their general importance. Our aim in this respect is 
to evaluate firm performance relative to the firm’s international targets. The validity of 
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this measure is indicated by the correlation of the index value with several interna-
tional, i.e. non-domestic, performance measures: the subjectively perceived overall 
satisfaction with the firm’s international performance over the past five years (r=0.43), 
sales growth over the past five years as compared to that of the firm’s competitors 
(r=0.27), return on investment over the past five years as compared to that of the 
firm’s competitors (ROI) (r=0.26), sales over the past five years as compared to that 
of the firm’s competitors (r=0.29), market share over the past five years as compared 
to that of the firm’s competitors (r=0.33) and capacity utilization over the past five 
years as compared to that of the firm’s competitors (r=0.38). All of the correlations 
are statistically significant (p ≤ 0.001). We use the international performance index to 
assess the performance differences between the configurations, and we supplement 
the results by also considering the subjective measures. 

 

where: 
IAZj =  Index of the international success of firm j 
Aij  =  Relevance of target i for firm j (seven-point Likert-type scale; 1 = not important at all to 7 = ex-

tremely important) 
Zij  =  Extent of achievement of target i by firm j (seven-point Likert-type scale; 1 = not achieved at all 

to 7 = achieved in full)  
kij  =  Number k of targets i of firm j based on condition Aij > 1. 

Formula D–1:  Index Value for Performance (Target Approach) 

Source:  Based on Cavusgil and Zou (1994) and Jager (2010). 

4.2. Method 

To develop the empirical taxonomy, we used centralization, specialization and the 
summated scores of the other constructs (risk orientation, international orientation, 
people orientation, differentiation, cost leadership, marketing standardization and inte-
gration) to form distinct configurations. To form the intra-homogeneous and inter-
heterogeneous groups, we used a two-step cluster analysis procedure. The two-step 
cluster analysis implemented in SPSS was designed to simultaneously handle mixed 
variables measured on different scale levels (i.e. categorical and continuous variables). 
This property is very important for our study because centralization and specialization 
are binary variables and the other constructs are continuous. Moreover, the procedure 
can be used to efficiently manage large samples, and it determines the number of clus-
ters automatically. The automatic determination of the appropriate number of clusters 
is very useful because the identification of the “right” number of clusters can be arbi-
trary (as we know from traditional hierarchical clustering). The two-step clustering algo-
rithm includes two major steps. In the first step, cases are grouped based on a hierar-
chical algorithm. In the second step, an agglomerative clustering algorithm is used that 
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produces a range of different cluster solutions. Then, the number of solutions is re-
duced to the single best solution based on either the Bayesian information criterion 
(BIC) or the Akaike information criterion (AIC). Both information criteria are measures 
of the relative goodness of fit of the competing models. We used the BIC first and then 
the AIC and found that both the BIC and the AIC tend towards the four-cluster solution, 
which supports the validity of our clustering results. Furthermore, a combination of hi-
erarchical and agglomerative clustering has been recommended by Ketchen and 
Shook (1996) for management research. 

Because we used binary and continuous variables for the cluster analysis, we em-
ployed multinomial logistic regression analysis instead of discriminant analysis to vali-
date the cluster solution. We used the cluster membership as the dependent variable 
and the two binary variables and the seven continuous variables for culture, strategy 
and structural integration as the independent variables. We obtained a perfectly fitted 
model with Nagelkerke R² = 1.00 and 100% correctly classified cases, which validated 
our cluster solution.  

To confirm the stability of our cluster solution, we selected a random 50% sample 
and performed the exact same two-step cluster analysis again. Every firm belonged 
in the same group as in the extended (i.e. original) sample. This result clearly indi-
cates the stability of our cluster solution. In addition, changing the order of the cases 
or changing the order of the variables does not change the cluster solution. 

Subsequently, we conducted a one-way analysis of variance (ANOVA) and t-tests to 
assess the performance differences across the clusters. It is useful to analyze the 
mean values and the variances of several descriptive variables across clusters to 
describe the clusters in more detail. Profiling the groups using variables that are dif-
ferent than those entered in the cluster analysis can help us to characterize the clus-
ters. Therefore, we used several descriptive variables, such as firm demographics 
and international entrepreneurship variables, to further profile the cluster solution.  

 

5. Results  

First, we performed a two-step cluster analysis. The cluster analysis yielded a four-
cluster solution that can be seen in Table D–3. As stated before, the validity and sta-
bility of the four-cluster solution was supported. We also see that all F-values apart 
from those for the cost leadership strategy are statistically significant, which indicates 
the distinctive attributes of the cluster solution. Additionally, the χ² statistic that meas-
ures the discrepancy between the observed and the expected cell counts shows that 
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there is a significant relationship between cluster membership and centralization and 
specialization. The strength of the relationship can be assessed using symmetric 
measures such as Cramer’s V. The values of Cramer’s V for centralization and spe-
cialization are highly significant (p ≤ 0.001) and indicate perfect strength.  

Second, we supplement the cluster results by testing for performance differences 
between the clusters, which can be seen in Table D–4. We find that the four clusters 
significantly differ in their international performance as conceptualized and measured 
using the target approach. Cluster 4 is the top-performing group, whereas cluster 1 is 
the lowest performing configuration and clusters 2 and 3 exhibit equal levels of inter-
national performance in accordance with the principle of equifinality. We supplement 
this perspective on international performance by considering several financial and 
non-financial indicators of international performance as well as the firms’ foreign 
sales ratios and their total sales. The statistically significant F-values show that the 
performance levels of the four configurations differ not only based on the target ap-
proach but also based on the other measures. Clearly, the cluster 4 firms are the top 
performers, with the highest foreign sales ratios and the highest total sales. Cluster 1 
scored the lowest on nearly all performance measures, with the notable exclusion of 
total sales. Cluster 2 and cluster 3 are similar in terms of most measures but differ in 
their total sales. 

Variables Cluster 1 
Domestic-
focussed  

Traditionalists1 

Cluster 2 
Global  

Standard-
iser 

Cluster 3 
Multina-

tional 
Adapters 

Cluster 4 
Transna- 

tional Entre-
preneurs 

F/ 
χ² 2 

 t-tests3 

n 101 100 156 147 
International  
orientation 

3.95 4.18 4.40 4.86 12.889 *** 1vs.3, 1vs.4, 
2vs.4, 3vs.4 

Risk orientation 3.80 3.99 4.13 4.31 6.730 *** 1vs.3, 1vs.4, 2vs.4 
People orientation 4.10 4.36 4.58 4.72 6.909 *** 1vs.3, 1vs.4, 2vs.4 
Differentiation 5.26 5.37 5.44 5.67 5.112 ** 1vs.4, 2vs.4, 3vs.4 
Cost leadership 4.86 4.99 4.63 4.79 1.526 ns 2vs.3 
Marketing  
standardization 

4.21 4.45 4.00 4.26 2.559 * 2vs.3 

Integration 1.90 2.21 3.06 3.74 40.516 *** 1vs.3, 1vs.4, 
2vs.3, 2vs.4, 3vs.4 

Centralization Centralized Centralized De-
centralized 

De-centralized 504.000 *** -- 

Specialization Not  
Specialized 

Specialized Not  
Specialized 

Specialized 504.000 *** -- 

1 The cluster mean values are shown. 
2 F values are shown for the metrical variables, and the Chi-Square (χ²) values are shown for the categorical vari-
ables (centralization and specialization). 
3 Only the significant differences are shown (p ≤ 0.05).  
* = p ≤ 0.05, ** = p ≤ 0.01, *** = p ≤ 0.001, ns = not significant. 

Table D–3:  Four Cluster Solution 

Source:  Own creation. 
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Variables1 Cluster 1 
Domestic-
focussed  

Traditionalists2 

Cluster 2 
Global 

Standard-
iser 

Cluster 3 
Multina-

tional 
Adapters 

Cluster 4 
Transna-

tional Entre-
preneurs 

F  t-tests3 

n 101 100 156 147    
International  
performance 

19.52 22.56 22.80 26.12 13.814 *** 1vs.2, 1vs.3, 
1vs.4, 2vs.4, 3vs.4 

Overall satisfaction4 4.94 4.89 5.11 5.33 5.378 *** 1vs.4, 2vs.4, 3vs.4 
Sales growth5 5.06 5.45 5.39 5.79 8.894 *** 1 vs. 2, 1vs.3, 

1vs.4, 2vs.4, 3vs.4 
ROI5 4.36 4.64 4.66 4.85 4.278 ** 1vs.3, 1vs.4 
Sales5 4.40 4.75 4.83 5.11 8.739 *** 1 vs.2, 1vs.3, 

1vs.4, 2vs.4, 3vs.4 
Market share5 4.35 4.55 4.68 5.08 13.272 *** 1vs.3, 1vs.4, 

2vs.4, 3vs.4 
Capacity utilization5 4.68 4.90 4.87 5.18 5.323 *** 1vs.4, 2vs.4, 3vs.4 
Foreign sales to 
total sales ratio 

0.36 0.43 0.44 0.57 1.541ns 1vs.2, 1vs.3, 1vs.4 

Total sales in  
m EUR 

27.82 17.57 43.85 55.05 6.920 *** 1vs.2, 1vs.4, 
2vs.3, 2vs.4 

1 All variables apart from total sales refer to international activities only. 
2 Mean values are shown. 
3 Only significant differences are shown (p ≤ 0.05).  
4 Measured using seven-point Likert-type scales: How satisfied are you with your overall international performance? 
5 Measured using seven-point Likert-type scales: How successful have you been on average during the last five 
years? Please answer using one of the following categories: 1=more than a 20% decrease, 2=11-20% decrease, 
3=1-10% decrease, 4=unchanged, 5=1-10% increase, 6=11-20% increase, 7=more than a 20% increase. 
* = p ≤ 0.05, ** = p ≤ 0.01, *** = p ≤ 0.001, ns = not significant. 

Table D–4: Performance Differences (based on ANOVA and t-tests) 

Source:   Own creation. 

Third, we characterize and discuss the configurations using the variables entered in 
the cluster analysis, the resulting performance differences and additional descriptive 
variables. The additional variables are shown in Tables D–5 and D–6. We used the 
variables that indicate the internationalization of the sampled firms and those that 
indicate the firms’ general demographics and resource base. Hence, to achieve a 
complete picture of the configurations, we profile the clusters based on diverse crite-
ria. Although we always begin by describing the strategic, cultural and structural con-
structs, we will also consider the major differences with regard to the other dimen-
sions to foster a comprehensive interpretation of the configurations. 

The firms that belong to cluster 1 are very distinctive because they score the lowest on 
nearly all dimensions; cost leadership and marketing standardization are the excep-
tions. It appears that these firms have a limited international orientation, are rather risk 
averse and do not emphasize creative ideas at the firm level. Although these firms ap-
pear to favour the use of the differentiation approach to market their products, they still 
have the lowest mean value as compared to the other clusters. The firms also focus on 
costs but do so less strongly than those in cluster 2. These results could imply that 
these firms are “stuck in the middle”. The firms in cluster 1 have a centralized interna-
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tional decision-making structure and no specialized role for international activities. The 
responsibility for international activities lies primarily with the firm management at the 
headquarters. All of the international decisions are made in Germany. International 
work groups or product teams are not often used. This structure fits well with a rather 
standardized marketing approach and the traditional risk-averse and domestically fo-
cussed orientations of these family firms. Internationalization is most likely perceived as 
a means of selling surplus production and maybe even as necessary evil. The firms 
appear to lack a global vision and a clear international structure or strategy. Hence, it is 
no wonder that these firms are clearly the weaker performers with regard to interna-
tional performance. Cluster 1 includes the smallest firms in terms of their number of 
employees, and they have the least financial resources. Moreover, these firms score 
the lowest on technological and international know-how. Hence, these firms lack the 
resources and the capability to attain and sustain competitive advantage in international 
markets. Moreover, one could argue that these firms are in the beginning stages of in-
ternationalization because they are primarily operating in neighbouring countries, serve 
the least number of markets, have the least number of production subsidiaries abroad 
and focus on indirect and direct export modes. Although the firms have a substantial 
foreign sales ratio, their ratio is lower than those of the other groups. However, contrary 
to what is indicated in the stage models, the firms in cluster 1 do not have the least in-
ternational experience. Given that these firms have rather high total sales, they may 
primarily focus on penetrating the home market instead of expanding into foreign mar-
kets. Based on this profile, we name this group the “Domestic-focussed Traditionalists”. 

The family firms that belong to cluster 2 are similar to those in cluster 3 because both 
groups score midrange on nearly all dimensions. What is special about the firms in 
cluster 2 is that they have the highest score with regard to cost leadership and market-
ing standardization. This emphasis fits well with a centralized decision-making struc-
ture and role specialization because centralization and specialization can decrease 
coordination efforts and, hence, increase efficiency (Sine, Mitsuhashi and Kirsch 
2006). These firms operate in approximately 28 countries, which is considerably more 
than cluster 1 serves and similar to the number that cluster 3 serves. Their FSR is also 
very similar to that of cluster 3 and accounts for about 43%. The firms have a similar 
international performance, but they also differ in several respects. The family firms in 
cluster 2 have fewer employees abroad, but they have significantly more international 
experience. It appears that these firms have used the effects of experience to become 
more efficient in their foreign market approach. Cluster 2 firms tend to standardize their 
marketing and centralize their decision making to achieve global efficiency. Following 
Bartlett and Ghoshal (1991), we name this cluster the “Global Standardisers”. 
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Variables Cluster 1 
Domestic-
focussed  

Traditionalists1 

Cluster 2 
Global  

Standard-
iser 

Cluster 3 
Multina- 

tional 
Adapters 

Cluster 4 
Transna- 

tional Entre-
preneurs 

F  t-Tests2 

n 101 100 156 147    
Age in years 52.00 57.88 60.66 57.58 0.935 ns  
Number of em-
ployees 

78.02 94.30 152.01 188.29 21.973 *** 1vs.3, 1vs.4, 
2vs.3, 2vs.4, 3vs.4 

Number of em-
ployees abroad 

9.18 8.89 37.42 46.86 13.900 *** 1vs.3, 1vs.4, 
2vs.3, 2vs.4 

Financial re-
sources3 

3.68 4.37 4.48 4.82 11.061 *** 1vs.2, 1vs.3, 
1vs.4, 2vs.4 ,3vs.4 

Technological 
know-how3 

4.72 5.00 5.10 5.43 5.190 ** 1vs.3, 1vs.4, 
2vs.4, 3vs.4  

International 
know-how3 

4.47 4.71 5.02 5.27 7.816 *** 1vs.3, 1vs.4, 2vs.4 

Number of foreign 
countries  

15.25 28.73 28.84 34.90 9.056 *** 1vs.2, 1vs.3, 1vs.4 

Number of produc-
tion subsidiaries 
abroad 

0.51 0.75 1.29 1.20 3.984 ** 1vs.3, 1vs.4 

International ex-
perience in years 

29.05 33.48 28.30 30.21 1.470 ns 2vs.3 

Time to interna-
tionalization in 
years 

25.43 24.55 32.30 28.19 1.226 ns  

1 Mean values are shown. 
2 Only significant differences are shown (p ≤ 0.05).  
3 Measured using seven-point Likert-type scales ranging from 1 = not at all to 7 = to an extremely high extent: To 
what extent do you posses the following resources (as compared to your competitors)?  
* = p ≤ 0.05, ** = p ≤ 0.01, *** = p ≤ 0.001, ns = not significant. 

Table D–5:  Cluster Profiles (based on ANOVA and t-tests) 

Source:   Own creation. 

 Variables Cluster 1 
Domestic-
focussed  

Traditionalists 

Cluster 2 
Global  

Standard-
iser 

Cluster 3 
Multina-

tional 
Adapters 

Cluster 4 
Transna- 

tional Entre-
preneurs 

χ² 

n  101 100 156 147 
Dominant 
operation 
mode1 

Indirect export 
Direct export 
JV and/or licenses 
Sales subsidiaries 
Production subsidiaries 

27.6 
59.6 

3.2 
1.1 
8.5 

16.7 
72.9 

2.0 
5.2 
3.1 

10.5 
56.9 

5.9 
7.8 

19.0 

9.6 
55.5 

1.4 
17.1 
16.4 

66.025 *** 

Regional 
expansion2 

Neighbouring countries 
Western Europe 
Eastern Europe 
Northern America 
Asia 
Others 

96.0 
68.3 
48.5 
37.6 
37.6 
20.8 

99.0 
82.0 
61.0 
37.0 
55.0 
16.0 

98.1 
73.1 
55.8 
52.6 
60.3 
32.3 

99.3 
83.0 
70.7 
60.5 
74.8 
33.6 

4.117 
9.971 

13.785 
19.621 
35.050 
13.446 

ns 
* 
** 
*** 
*** 
*** 

Note: The percentages for each cluster are shown. The modes add up to 100%, but not the regions. 
1 Which of the following is your firm’s dominant operation mode? (Licenses and joint ventures were combined by 
the authors for this illustration.) 
2 In which regions does your firm operate? Multiple answers are possible. 

Table D–6:  Cluster Profiles (based on Frequencies) 

Source:   Own creation. 
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As previously discussed, cluster 3 resembles cluster 2. However, there are a few dis-
tinctive differences between the two clusters. First of all, cluster 3 has the lowest mean 
value for marketing standardization, which means that this group tends to be less 
standardized in its marketing approach. Therefore, one can expect the adaptation of 
some marketing elements. Furthermore, cost leadership is less important for these 
firms than for the Global Standardisers. These firms increasingly see the relevance of 
international work groups and hence decentralize their international decision making. 
Thus, decisions are conducted by or with local representatives. However, there is no 
formal role in this respect, and family managers are responsible for foreign market ac-
tivities. In addition, these firms have significantly more employees, both at home and in 
foreign markets. The stronger international commitment and the increased interna-
tional presence of cluster 3 firms are also demonstrated by the importance of their pro-
duction subsidiaries and their extended regional diversification. The firms’ local pres-
ence and decentralized decision making eases local responsiveness (Chung, Wang 
and Huang 2012). Linking this profile with the research of Bartlett and Ghoshal (1991), 
we come to the conclusion that cluster 3 resembles “Multinational Adapters”. 

The cluster 4 firms have a very distinctive profile. Apart from the cost and marketing 
strategy variables, these firms score the highest on nearly all dimensions. The cluster 4 
firms have the highest international orientation, are the most willing to accept risks and 
believe in the benefit of people and creative ideas inside the organization. These firms 
focus the most on product and service quality, aiming to develop a clear differentiation 
strategy. Cluster 4 firms see more of a need to introduce international workgroups than 
the other clusters do. These family firms decentralize their decision making and imple-
ment specialized roles for international business. It appears that these cluster 4 firms, 
which have many employees, truly embrace internationalization – and they do it suc-
cessfully, obtaining the highest international performance across the clusters. This top-
performing group combines a positive attitude towards international activities with a 
strong resource base. In particular, capabilities such as technological know-how and 
international know-how have high mean values in this group, which indicates that 
these firms are technologically oriented and have a global vision. This result somewhat 
supports the assumption that being successful and competitive in international markets 
is connected with firm-specific resources and capabilities (O’Regan, Ghobadian and 
Gallear 2006). These top-performing firms do not appear to have a regional focus and 
have more of an international presence through their sales subsidiaries than the other 
firms do. Referencing this top-performing profile with Bartlett and Ghoshal’s (1991) 
framework, we decide to name this group “Transnational Entrepreneurs”. 
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6. Discussion  

This study provides an important contribution to the research on family firm interna-
tionalization by developing a taxonomy of small international family firms. We ana-
lyzed the internationalization of family firms in more detail because little is known 
about the interplay of culture, strategy and structure for family firms in international 
markets. With this study, we responded to the call by Kontinen and Ojala (2010) to 
increase the research on the internationalization of family firms not only in a descrip-
tive, but also in an empirical way. In addition, we followed these recommendations by 
expanding the knowledge on the strategies and structures of family firms. Moreover, 
we contribute to the research on internationalizing family firms by considering inter-
national, i.e. non-domestic, performance. Many studies of internationalized family 
firms have either disregarded performance or focussed on total sales (growth). 
Hence, we extend the knowledge on the performance consequences of organiza-
tional configurations outside of the home countries of family firms. Furthermore, Kon-
tinen and Ojala (2010) called for studies on the resources that are used by family 
firms to balance their limited access to financial resources in the context of interna-
tionalization. Our study serves this function by characterizing the clusters based on 
their international and technological know-how. We found that resources such as in-
ternational and technological know-how differentiate the clusters, but also that finan-
cial resources appear to differ between the clusters. International know-how is impor-
tant to a company because family members with experience in international business 
will be internationally oriented and willing to take risks. Thus, with a better knowledge 
of foreign markets, these managers can decide more precisely which strategies they 
should pursue to gain competitive advantage and achieve success. Heeding the call 
by Sciascia et al. (2012) for research that takes into account the different interna-
tional entrepreneurship variables, we found that the configurations did not differ sig-
nificantly with regards to time to internationalization, i.e. born globalness and interna-
tional experience. However, there appears to be a connection between the configura-
tions discussed in this study and the internationalization stages discussed in the be-
havioural-based stage models of internationalization (Johanson and Vahlne 1977; 
Bilkey 1978). Although we built the taxonomy based on classic organizational vari-
ables such as culture, strategy and structure, we see that the configurations differ 
with regard to the number of countries in which the firms operate, the foreign opera-
tion modes and the geographical scope of their foreign market activities.  

Are there different configurations of international family firms with regard to firm cul-
ture, structure and strategy?  
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Yes, we can conclude that there are different configurations of international family 
firms. Using the taxonomic approach, we discovered four distinct types of international 
family firms: Domestic-focussed Traditionalists, Global Standardisers, Multinational 
Adapters and Transnational Entrepreneurs. The configurations are best defined by 
their different cultures and structures. Firm culture appears to be related to firm struc-
ture: depending on their strategy, the more internationally oriented firms tended to ex-
hibit some form of international organizational structuring in terms of decentralization 
and/or specialization. We can conclude that family firms can align their strategies and 
structures to their unique culture in different ways. If the organizational variables fit, the 
firm can attain and sustain competitive advantage (Knight and Cavusgil 2005). 

What combination of strategies, structures and firm orientations promises success for 
family firms in international markets?  

The top-performing firms were the Transnational Entrepreneurs – firms that are inter-
nationally oriented, people- and idea-driven, in which risk-taking within a decentral-
ized and specialized structure facilitates efficient responses to foreign environments 
and provides international customers with high-quality products and services. The 
Transnational Entrepreneurs are the only group that have created formal positions or 
departments that specialize in managing international business (i.e. export managers 
or export departments) and these firms also share decision-making power with local 
representatives. Although we cannot identify a causal relationship here, we can sup-
plement the results of Zahra, Hayton and Salvato (2004) by stating that a decentral-
ized structure is related to certain entrepreneurial orientations and to international 
success. Implementing an international structure using decentralization and speciali-
zation requires an international orientation. Hence, we agree with Gallo and Sveen 
(1991) that implementing a culture that is favourable to internationalization and pre-
paring the family for internationalization is beneficial when firms are adapting to for-
eign contexts. Furthermore, and in accordance with the equifinality principle, we 
found that the Global Standardisers and Multinational Adapters are similarly success-
ful in terms of international performance.  

What firm-level factors differentiate between those firms? 

Here, it should be noted that we found a number of firm variables that were not in-
cluded in the cluster analysis but that nevertheless clearly differentiated the groups. 
Firm size and firm resources distinguished the configurations from one another. How-
ever, demographic variables such as firm age, time to internationalization (sometimes 
referred to as born globalness) and international experience did not differ across the 
clusters. Although the clusters differ in their levels of regional expansion and their 
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dominant operation modes, it appears that the groups examined in this study are not 
dependent on the time lag between when each firm was founded and its first interna-
tional activities, although this criterion is often used to identify born global firms. 

The findings of this study also have several practical implications for family firm man-
agers. First, the top-performing group of family firms are the transnational entrepre-
neurs. This configuration can serve as a benchmark for other family firms. Although 
we discussed real types and not ideal types, firm managers can learn from this suc-
cessful group. However, small family firm managers might also want to analyze their 
own organizational cultures first and then compare their firms with the groups dis-
cussed in our study. It appears that a certain degree of international orientation, risk 
orientation and people orientation is necessary for success in foreign markets. If this 
level is not achieved, then a home-market focus might be the best approach. If the 
firm wants to grow internationally, then those orientations must be enhanced. The 
firm must believe in the potential of international business and be willing to pursue 
(uncertain) international opportunities. Second, firm managers can learn that there 
are different configurations of family firms in terms of their chosen orientations and 
how these orientations fit with the firm strategies and structures. Although the Trans-
national Entrepreneurs were the most successful firms, both the Global Standardis-
ers and the Multinational Adapters exhibited sound configurations of orientations, 
strategies and structures that resulted in solid international performance. Third, there 
appears to be a connection between the configurations discussed in this study and 
the internationalization of family firms. It might be worthwhile for managers to con-
sider their firms’ level of internationalization and how compatible it is with the firm’s 
organizational culture, structure and strategy. If family firms aim to successfully ex-
pand internationally, then their managers might want to consider the configurations 
Global Standardiser, Multinational Adapter or Transnational Entrepreneur. Depend-
ing on the level of international activity sought, i.e. the degree of internationalization 
in terms of the firm’s operation modes and countries served, the manager can use 
the configurations described in this study as an orientation or even a target. 

 

7. Limitations and Further Research 

This study has several limitations, which we will describe in the following. In this sec-
tion, we will also discuss avenues for further research. We focussed on German 
firms, which might limit the generalizability of our findings. Further research on the 
internationalization of family SMEs should attempt to include firms from different 
countries. We believe that the culture of the home country could have an impact on 
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the firm’s culture. A second limitation of the study is that only manufacturing firms 
were investigated. The results cannot be generalized to family firms in the service 
sector. Kontinen and Ojala (2010) called for more research on family firms from the 
high-tech or service industry. We only focused on family SMEs because we expect 
the larger family firms to have different characteristics with regard to internationaliza-
tion. Therefore, future research might consider firms from different industries and lar-
ger firms. Furthermore, the use of perceptual data in our study appears to be another 
limitation. Although German firms are not required to publish financial data, it would 
have been beneficial to collect objective data on performance to validate and sup-
plement our data. Moreover, future research could employ more fine-grained meas-
ures of centralization because family firms can select different levels of centralization 
in their international decision-making structures. 

Regarding our conceptual model, it is important to note that firm orientations, struc-
tures and strategies are reasonable and useful factors to consider but that other factors 
might also be relevant. Several other internal factors, such as the personality and atti-
tudes of the executives or the relationships between the family members and the em-
ployees, play an important role in the internationalization of family firms and should be 
investigated in the future. Further research on international family firms should also 
focus on how the internationalization process or its different stages influence organiza-
tional configurations over time. There may be ideal types for each stage of internation-
alization. Indeed, our results led us to believe that there might be a relationship be-
tween the configurations of family firms and their stages in the internationalization 
process. We imagine that certain types of family firms may be more successful during 
certain stages of the process. Given that we found that the groups differ with regard to 
their international expansion and their operation modes, the connections between the 
successful organizational design of family firms and their particular international stage, 
profile or pattern should be researched (Jones and Coviello 2005). 

Finally, we used cluster analysis (which is an exploratory technique) to identify rela-
tionships. This method is an appropriate one for developing a taxonomy (Ketchen and 
Shook 1996; Knight and Cavusgil 2005), and the findings are consistent with our con-
ceptualizations and with the theory in the field. However, in further research, it would 
be interesting to use confirmatory methods such as structural equation modelling to 
test the direct causal effects of culture, strategy and structure on international perform-
ance. Moreover, longitudinal data would be extraordinarily helpful to researchers ana-
lyzing not only how firm factors influence performance during internationalization but 
also how internationalization affects family firms’ culture, strategy and structure. 
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E. Study 4: Linking Processes and Dynamic Capabilities of 
International SMEs: The Mediating Effect of International 
Entrepreneurial Orientation 

 

1. Introduction 

Internationalization research has highlighted the role of knowledge and learning in 
the internationalization process of both multinational enterprises and small and me-
dium-sized enterprises (Johanson and Vahlne 1977). Exploring, analyzing and plan-
ning international activities can create knowledge and therefore serve as a critical 
factor in successfully internationalizing firms (Knight and Liesch 2002; McGee and 
Sawyerr 2003). While this argumentation is theoretically reasonable, empirical stud-
ies have shown inconsistent results. Seringhaus (1993) stressed the importance of 
information for SMEs, whereas Li, Li and Dalgic (2004) showed that SMEs tend to 
follow an unsystematic decision-making process. Similarly, Crick and Spence (2005) 
found that internationalization strategies may be unplanned. Armario, Ruiz and Ar-
mario (2008) demonstrated that SMEs must spend more time seeking sources of ex-
port information to stay competitive. In another recent study, however, it was shown 
that market orientation (which includes information acquisition) has no significant in-
fluence of the international performance of SMEs (Frishammar and Andersson 2009). 
As results are inconclusive, it seems that little is known about how SMEs capitalize 
on foreign market scanning and planning processes to achieve superior perform-
ance. We extend the knowledge on this relationship by including international entre-
preneurial orientation as a dynamic capability into our reasoning. Thereby, we aim to 
examine the mediating influence of a capability on the relationship between scanning 
and planning processes and the international performance of SMEs.  

Consequently, we intend to contribute to this field by analyzing the following re-
search questions. First, why and how do scanning and planning processes contribute 
to the international performance of established international SMEs? Second, what 
role does international entrepreneurial orientation play in mature international SMEs? 

It is theoretically and practically relevant to study whether and why scanning and 
planning exerts an influence on the international performance of SMEs. As these 
processes may have direct or indirect performance effects, managers should know 
whether investing scarce resources into these processes makes sense. As Cadogan 
et al. (2006) noted, SMEs tend to reduce information collection in foreign markets if 
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they lack the necessary resources, which is often the case. Responding to the calls 
of Jones and Coviello (2005) and Jantunen et al. (2005) to analyze entrepreneurial 
orientation in studies on international SMEs, we include international entrepreneurial 
orientation as an intervening factor and dynamic capability in our reasoning. Thereby, 
we enhance the knowledge on how SMEs make use of processes leading to com-
petitive advantage. In doing so, we discuss the central role of international entrepre-
neurial orientation as a dynamic firm capability in established international SMEs. 

The remainder of this manuscript is organized as follows. We use resource-based 
logic and the dynamic capability perspective to highlight the significance of processes 
and capabilities. Then, we discuss the literature on entrepreneurial orientation, scan-
ning and planning, as well as the respective implications concerning performance. 
The hypotheses are empirically tested using several structural equation models. Fi-
nally, the results are discussed, followed by limitations and directions for further re-
search. 

 

2. Theoretical Background 

The resource-based view suggests that a firm can attain and sustain competitive ad-
vantage only if the firm creates an idiosyncratic pool of resources (Dhanaraj and 
Beamish 2003; Lu et al. 2010). However, the literature presents different definitions 
of resources. Barney (1991) classified resources broadly as “all assets, capabilities, 
organizational processes, firm attributes, information, knowledge, etc.” (p. 101). This 
definition partly resulted in a synonymous usage of the terms. We follow the perspec-
tive that resources, processes and capabilities clearly differ from one another.  

Processes are actions in which firms engage to accomplish a business purpose or 
objective (Ray, Barney and Muhanna 2004). Scanning processes, on the one hand, 
are implemented to create knowledge about foreign markets and customers (Knight 
and Liesch 2002). Planning processes, on the other hand, intend to guide the activi-
ties of the firm and create adaptive thinking (Martinez and Jarillo 1991; Miller and 
Cardinal 1994). The implementation of processes to systematically explore, analyze, 
and plan international activities is not only an important management task but also a 
critical factor for success (McGee and Sawyerr 2003). Hence, processes are viewed 
as a way to exploit a firm’s resources to create competitive advantage, as resources 
cannot be a source of competitive advantage by themselves (Ray, Barney and 
Muhanna 2004). However, not all processes will be a source of competitive advan-
tage for a firm (Ray, Barney and Muhanna 2004). The resource-based view suggests 
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that processes that exploit intangible firm resources are more likely to be a source of 
competitive advantage than processes that exploit tangible firm resources (Barney 
1991). Of course, intangible and tangible resources must often be combined to en-
able the implementation of a particular process. 

Capabilities refer to a firm’s competence to make use of resources and processes 
and combine them with other processes and intangible resources such as knowledge 
(Lu et al. 2010). Amit and Schoemaker (1993) defined capabilities as “a firm’s capac-
ity to deploy resources, usually in combination, using organizational processes, to 
effect a desired end” (p. 35). From the dynamic capability perspective, capabilities 
can be understood as a firm’s orientation to integrate and reconfigure its resources 
and processes and, even more importantly, transform its processes in response to 
foreign environments to achieve sustainable competitive advantage (Wang and 
Ahmed 2007). Thereby, the term dynamic refers to the capacity of adapting to chang-
ing environments and finding innovative solutions to new problems through the adap-
tation, integration and reconfiguration of resources and processes (Teece, Pisano 
and Shuen 1997). Wang and Ahmed (2007) described the nature of dynamic capa-
bilities as behavioural orientation, whereas Teece, Pisano and Shuen (1997) consid-
ered dynamic capabilities to be an ability, or a capacity (Teece 2007). As Barreto 
(2010) pointed out more recently, there are many different conceptualizations and 
definitions of what dynamic capabilities are. Hence he suggested a definition of dy-
namic capabilities that accommodates important ideas within the field: “A dynamic 
capability is the firm’s potential to systematically solve problems, formed by its pro-
pensity to sense opportunities and threats, to make timely and market-oriented deci-
sions, and to change its resource base.” (p. 271). The author viewed dynamic capa-
bilities as a multidimensional composite construct that highlights the following main 
thoughts on dynamic capabilities: (a) the propensity to sense opportunity and threats 
(Gilbert 2006), (b) the propensity to make timely decisions in order to be ahead of 
competitors (Teece, Pisano and Shuen 1997), (c) the potential to systematically 
solve problems as compared to trial and error learning and (d) the propensity to re-
configure the resource base of the firm (Eisenhardt and Martin 2000). Although Eis-
enhardt and Martin (2000) defined dynamic capabilities as processes, there is a gen-
eral difference between dynamic capabilities and processes in that dynamic capabili-
ties cannot be bought or transferred (Makadok 2001). Processes, however, are often 
explicit combinations of tangible and intangible resources and can thus be trans-
ferred. Following a hierarchical perspective (Winter 2003; Wang and Ahmed 2007), 
we argue that resources build the zero-order or base element. Processes are first 
order because they are based on tangible and intangible resources. Capabilities are 
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third-order elements because they combine resources and processes to achieve a 
desired end. Dynamic capabilities build on (mere) capabilities because they combine 
resources and processes in response to changing environments. 

We interpret entrepreneurial orientation as an essential dynamic capability of SMEs 
to reconfigure scanning and planning processes to match the requirements of chang-
ing environments by identifying and exploiting international opportunities. Thereby, 
we refer to the above stated definition of dynamic capabilities and the capability-
building mechanism that affects economic profit after the acquisition of a resource 
(Makadok 2001). Teece, Pisano and Shuen (1997) suggested a similar distinction, 
arguing that sustainable competitive advantage involves not only the resources 
owned by a firm but also how the firm integrates, combines and transforms these re-
sources through dynamic capabilities. Hence, dynamic capabilities are directly linked 
to firm performance (Teece, Pisano and Shuen 1997). Moreover, scanning and plan-
ning processes are closely connected to entrepreneurship and the discovery of op-
portunities (Teece 2007). The constructs are strongly related to SME learning (Baker 
and Sinkula 2009). Zahra, Zapienza and Davidsson (2006) noted that the creation 
and use of dynamic capabilities corresponds to the perception of opportunities by the 
entrepreneur or the principal decision maker(s). Consequently, we propose that 
scanning and planning are processes that combine tangible and intangible resources 
within a firm to achieve a certain purpose that often contributes to a small firm’s 
knowledge development and learning. As these processes are potentially transfer-
rable, we argue that the processes must be transformed through the entrepreneurial 
orientation of small firms to create and sustain a competitive advantage. The entre-
preneurial orientation is viewed as a dynamic capability that has the propensity to 
sense and seize international opportunities in an innovative, market-oriented and 
timely manner. By applying the capability-building perspective, we enrich the under-
standing of the role of entrepreneurial orientation as a key dynamic capability of in-
ternational SMEs. 

However, we must acknowledge an additional but different role of international entre-
preneurial orientation. It has been argued that entrepreneurs have unique insights 
into the value of resources and processes and hence influence the extent to which 
scanning and planning processes are carried out. Therefore, entrepreneurial orienta-
tion as dynamic capability could be viewed as antecedent factor. This reversed cau-
sality fits well with the discussion on dynamic capabilities led by Eisenhardt and Mar-
tin (2000). Eisenhardt and Martin (2000) defined dynamic capabilities as specific firm 
processes and strategic routines by with firms achieve new resource combinations. 
Hence, the authors stated: “Dynamic capabilities are the antecedent organizational 
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and strategic routines by with managers alter their resource base” (p. 1107). Also 
Barreto (2010) argued that this view is consistent with previous research. Although 
many studies have assumed a direct link between dynamic capabilities and perform-
ance, the relationship may as well be of indirect nature. Following this theoretical ar-
gument, entrepreneurial orientation could be understood as an antecedent factor that 
influences resource acquisition through scanning and planning. Given that former 
research has found entrepreneurial orientation to be an antecedent factor to market 
orientation (Matsuno, Mentzer and Özsomer 2002) and different business processes 
(Knight and Cavusgil 2004), we must consider that entrepreneurial orientation also 
influences business processes. Covin and Slevin (1991) argued in their seminal work 
that the entrepreneurial posture (i.e. the propensity to innovate, be proactive and take 
risks) both influences and is influenced by organizational resources and compe-
tences. The authors elaborated not only that resources and processes build the basis 
for entrepreneurship but also that entrepreneurship influences how resources are 
used. In their conceptual model, Covin and Slevin (1991) already introduced the idea 
of a possibly reciprocal relationship assuming that capabilities and resources have a 
stronger effect on entrepreneurial orientation than the other way around. The authors 
also stressed performance as dependent variable.  

Consequently, we aim to research the mediating effect of international entrepreneu-
rial orientation on the process-performance relationship. Extending this line of 
thought, we test the reciprocal relationship between processes and international en-
trepreneurial orientation as a dynamic capability (see Figure E–1).  

 

Figure E–1: Conceptual Framework 

Source:  Own creation. 
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3. Hypothesis Development  

3.1. International Entrepreneurial Orientation  

There are several termini to describe entrepreneurial firms (e.g. entrepreneurship, 
entrepreneurial orientation, entrepreneurial posture and entrepreneurial manage-
ment), which are often used interchangeably. However, some general definitions 
have found common acceptance. Stevenson and Jarillo (1990), for example, de-
scribed entrepreneurship as pursuing opportunities. These opportunities exist in do-
mestic and international markets (Zahra and Garvis 2000; Kontinen and Ojala 
2011a). Hence, entrepreneurship can be found not only in new venture creation but 
also in entering and penetrating foreign markets (Lumpkin and Dess 1996). In this 
study, we focus on international entrepreneurial orientation, which can be viewed as 
a precursor to entrepreneurship and entrepreneurial behaviour (Jantunen et al. 
2005). The construct is fundamentally based in entrepreneurship research and ap-
plied to international firms. According to Knight and Cavusgil (2004), international 
entrepreneurial orientation is characterized by the “firm’s overall innovativeness and 
proactiveness in the pursuit of international markets” (p. 129). Hence, international 
entrepreneurial orientation is associated with risk taking, innovativeness and proac-
tiveness (Miller 1983; Covin and Slevin 1989) and reflects a firm’s propensity to en-
gage in innovative and risk-taking behaviour to achieve its strategic objectives in in-
ternational markets (Knight 2001). 

Entrepreneurial orientation has been acknowledged to promote corporate competi-
tiveness. Lumpkin and Dess (1996) and Naman and Slevin (1993), for example, 
noted that entrepreneurship can be used to improve competitive positioning and cre-
ate value through the recognition and pursuit of opportunities. While several studies 
suggested that the association between entrepreneurship and performance might not 
be positive (Zahra 1993), most researchers argued that entrepreneurship leads to the 
increased performance of SMEs in both domestic (Zahra 1991) and international 
contexts (Covin and Slevin 1991; Robertson and Chetty 2000; Balabanis and 
Katsikea 2003; Dimitratos, Lioukas and Carter 2004). Recent empirical evidence 
showed that the relationship between entrepreneurial orientation and performance is 
inversely U-shaped in new ventures but linear positive in established ventures (Su, 
Xie and Li 2011), which explains the variance in former studies. As we aim at analyz-
ing established SMEs, we propose: 

H1.  International entrepreneurial orientation has a direct positive effect on 
international performance. 
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3.2. Scanning Processes 

We define scanning as processes that intend to generate information relevant for 
decision making in international markets (Zahra 1991), which may also be labelled as 
information acquisition (Williams 2003), intelligence generation as part of the market 
orientation construct (Jaworski and Kohli 1993) and acquisition of international mar-
ket information as part of the export market orientation construct (Cadogan and 
Diamantopoulos 1995). Information acquisition relates to the process of searching 
and obtaining relevant information on customers, competitors and environmental 
trends. While Williams (2003) also considered information sources as a part of infor-
mation acquisition, we focus on the active part of the information-gathering process. 
Therefore, scanning refers to efforts to collect, analyze and interpret data about a 
firm’s external environment and competition and encompasses elements such as 
market research and analysis (Zahra 1991). Particularly for the small international 
firm, it is essential to gain appropriate information by market research and objective 
data (Brouthers and Nakos 2005). Scanning processes provide a firm with objective 
information and hence contribute to a firm’s learning about foreign markets 
(Johanson and Vahlne 1977). Information-gathering processes are based on intangi-
ble knowledge resources within the firm. Using those resources to scan the environ-
ment and generate information on foreign markets can be viewed as rare and valu-
able intangible process. In general, scanning processes have been analyzed under a 
variety of names, from different perspectives and in different contexts. Empirical re-
search, however, provides differing results. While some authors argue that scanning 
processes are irrelevant for small firms, other studies claim a positive relationship. 
According to the literature review of Julien and Ramangalahy (2003), scanning proc-
esses can generate competitive advantage. Seringhaus (1993) found that export 
marketing expertise (that is, information-related skills concerned with the segmenta-
tion of foreign markets) has a significant impact on performance, while results on 
market research behaviour have been inconclusive. Information acquisition and 
planning activities are significant export success factors, claimed Walters and 
Samiee (1990). Similarly, Yeoh (2000) found that global start-ups that actively search 
for information are also more likely to have higher export performance. McGee and 
Sawyerr (2003) showed that the extent of environmental scanning depends on the 
age of the small firm and the perceived strategic uncertainty surrounding the firm. 

Scanning helps the international SMEs to acquire relevant information on markets, 
customers, competitors and the industry on time. Thereby, scanning processes facili-
tate the accumulation of information that may be of interest to the firm. “Scanning 
also alerts senior executives to threats and opportunities in their firms’ environment” 
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(Zahra 1991, p. 266). Through systematic environmental scanning processes, oppor-
tunities can be identified, which impacts the international entrepreneurial orientation. 
Knowledge created through scanning can reveal innovative ideas and lead to the 
proactive pursuit of international expansion opportunities. In a similar vein, scanning 
can be viewed as a process of uncertainty absorption (Barringer and Bluedorn 1999). 
Information generated through scanning can help small firm managers to reduce the 
uncertainty connected to foreign market operations. Yeoh (2000) claimed that “even 
modest additions to their databases can lead to dramatic shifts in their risk percep-
tions” (p. 54). Less uncertain actions can then be proactively pursued, as the risk 
may be perceived assessable. Hence, we argue that scanning processes have a 
positive influence on entrepreneurial orientation. The empirical literature has provided 
some support for this relationship. In a national study of large established firms, 
Zahra (1991) showed that environmental scanning is positively associated with cor-
porate entrepreneurship. Similarly, Barringer and Bluedorn (1999) supported the ef-
fect of environmental scanning on corporate entrepreneurship. Miocevic and Crnjak-
Karanovic (2011) found that the effect of export market orientation on export per-
formance is partly mediated through the global vision of the small firm manager. 
Moreover, we argue that resources and processes are a basic condition of entrepre-
neurship (Covin and Slevin 1991). Scanning is a process aimed at creating knowl-
edge of foreign markets. Without scanning, entrepreneurs would be faced with trade-
offs in undermining existing activities to pursue uncertain international opportunities 
(Perks and Hughes 2008). Firms possess and acquire different stocks of information, 
and these stocks of information influence their ability to recognize particular opportu-
nities (Shane and Venkataraman 2000; Kontinen and Ojala 2011a), which is an es-
sential entrepreneurial act. Cooper, Folta and Woo (1995) claimed that gathering in-
formation for decision-making is a critical activity for entrepreneurs as it helps them to 
identify opportunities. As entrepreneurial orientation is a precursor to entrepreneur-
ship, supporting opportunity recognition in international markets (Jantunen et al. 
2005), we have reason to argue that scanning processes are associated with entre-
preneurial orientation. 

Consequently, we propose that scanning is positively associated with entrepreneurial 
orientation. To be precise, we believe that the effect of scanning on performance is 
mediated by entrepreneurial orientation. The acquisition of information itself does not 
necessarily lead to effective use of this information (Teece 2007). As the outcome of 
scanning processes depends on the firm’s capability to coordinate, configure and 
transform the knowledge generated through scanning, we argue that the nature of 
the relationship is indirect. Entrepreneurial orientation does not simply magnify the 
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relation; it creates it. Therefore, we argue that economic rent is created after the ac-
quisition of the resource, which is essentially the capability-building perspective. 
Hence, we suggest that international entrepreneurial orientation provides a filter 
through which firms can direct processes to lead to superior performance and con-
clude the following:  

H2.  Scanning has a direct positive effect on international entrepreneurial 
orientation such that international entrepreneurial orientation mediates 
the relationship between scanning and international performance. 

3.3. Planning Processes 

We define planning as processes that intend to guide the activities of the firm 
(Martinez and Jarillo 1991). This definition includes processes such as strategic 
planning, budgeting and formal planning. Hence, planning is aimed at creating adap-
tive thinking and integrating and controlling various parts of the firm (Miller and 
Cardinal 1994). In the strategic management literature especially, the formality of 
planning has been focused. While Crick and Spence (2005) highlighted the un-
planned internationalization behaviour of SMEs, other studies demonstrated a posi-
tive association between planning and performance. Both Schwenk and Shrader 
(1993) and Miller and Cardinal (1994) found a positive and significant relationship 
between planning and performance in their meta study. However, both studies did 
not focus on international SMEs. Walters (1993) showed, however, that both size and 
environmental complexity influence planning activity. Baird, Lyles and Orris (1994) 
found that internationally oriented small firms have more formal planning systems 
than those who are not. Yip, Biscarri and Monti (2000) found that firms that system-
atically plan internationalization steps achieve better performance. Although SMEs 
might follow fewer formal planning processes compared to large corporations, plan-
ning might separate successful from non-successful international SMEs. According to 
resource-based logic, firms use information and knowledge resources to plan future 
steps, which implies that planning is based on intangible resources and carried out to 
guide and control the development of the firm.  

Researchers have argued either for or against the usefulness of planning for entre-
preneurial activity (Gruber 2007). Covin, Green and Slevin (2006), for example, pro-
posed that entrepreneurial orientation has more of a positive effect on the sales 
growth rate when strategies emerge than when they are planned. However, earlier 
research argued that planning helps people to overcome the limits of their cognitive 
capacities (Simon 1976). Human-beings have limited information-processing capaci-
ties that can be exceeded by the complexity of foreign activities in uncertain envi-
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ronments (Gruber 2007). Planning processes can simplify task complexity and there-
fore serve as facilitator for entrepreneurial orientation (Covin and Slevin 1991). Bar-
ringer and Bluedorn (1999) showed that planning flexibility, the locus of planning and 
strategic control, have a significant positive influence on corporate entrepreneurship. 
Planning provides a framework that guides individuals in their understanding of their 
environment and relevant strategic issues and helps them to seize opportunities 
(Teece 2007). In other words, planning processes provide SME managers with com-
plexity reduction and the ability to pursue entrepreneurial activities. Similarly, Delmar 
and Shane (2003) argued that planning helps entrepreneurs to make decisions more 
quickly than trial-and-error learning. Planning is also supposed to be useful in man-
aging resource supply and demand in ways that minimize “time-consuming bottle-
necks” and more efficiently turning abstract goals into concrete operational activities 
(Delmar and Shane 2003, p. 1166). Consequently, we propose that planning proc-
esses are positively associated with international entrepreneurial orientation. We fur-
ther believe that the effect of planning on performance is mediated by entrepreneurial 
orientation. SMEs capitalize on planning processes through their entrepreneurial ca-
pability. If we image two firms with similar planning processes, which firm has the 
competitive advantage? It will be the firm that has the capability to deploy and recon-
figure scanning and planning processes such that international opportunities can be 
recognized and exploited. This dynamic capability is given by the international entre-
preneurial orientation. Through entrepreneurial orientation, firms can make use of 
knowledge-generating processes. Moreover, Schwenk and Shrader (1993) assumed 
an intervening variable to explain the variance of effect sizes reported in the literature 
on the performance effects of planning. We propose the intervening variable to be 
international entrepreneurial orientation and conclude the following: 

H3.  Planning has a direct positive effect on international entrepreneurial 
orientation such that international entrepreneurial orientation mediates 
the relationship between planning and international performance. 

3.4. Reciprocity of Processes and International Entrepreneurial Orientation 

So far, we have deduced that scanning and planning processes influence interna-
tional entrepreneurial orientation. However, previous research has shown that entre-
preneurial orientation may as well impact scanning and planning processes. Empiri-
cal studies showed entrepreneurial orientation to be an antecedent factor to market 
orientation (Matsuno, Mentzer and Özsomer 2002) and different business processes 
(Knight and Cavusgil 2004). Baker and Sinkula (2009) demonstrated that entrepre-
neurial orientation has a significantly positive influence on market orientation, which 
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is understood as customer-oriented market intelligence. Knight (2001) found that in-
ternational entrepreneurial orientation promotes the development of strategic compe-
tence, internationalization preparation and the acquisition of technology. In general, 
international entrepreneurial orientation, understood as the propensity to engage in 
innovative, proactive and risk-taking behaviours, seems to function as a dynamic ca-
pability that not only transforms business processes, leading to higher returns, but 
also influences and designs processes. Following this perspective, international en-
trepreneurial orientation helps firms to make decisions on the extent of resources and 
processes that must be invested to achieve a desired end. While managerial deci-
sions and international behaviour can be based on processes, processes may in turn 
be based on entrepreneurial behaviours. Jones and Coviello (2005) argued that in-
novativeness, proactiveness and risk taking will influence organizational level factors. 
This argument is supported by the general conceptual model of entrepreneurship as 
introduced by Covin and Slevin (1991). Hence, we conclude the following: 

H4.  International entrepreneurial orientation has a simultaneous direct 
positive effect on (a) scanning processes and (b) planning processes.  

 

4. Empirical Study 

4.1. Sample 

The cross-sectional empirical study is based on managerial perceptions. This ap-
proach is – in spite of its methodological shortcomings – widespread in internationali-
zation research (Jones and Coviello 2005; Acedo and Jones 2007). Furthermore, 
primary data using a key-informant survey design has been considered due to a lack 
of secondary data on German SMEs, which are usually not subject to external publi-
cation requirements.  

Aiming to research the role of foreign market scanning and planning in conjunction 
with the international entrepreneurial orientation for the international performance of 
SMEs, we define our population as SMEs based in Germany that exhibited some 
form of international selling activity. To develop the sample, we used the Hop-
penstedt database. The Hoppenstedt database is a commercial online database con-
taining several thousand addresses of firms in Germany. This database has been 
used by several authors researching German firms (Schilke and Goerzen 2010; 
Maekelburger, Schwens and Kabst 2012). We focused on highly internationalized 
manufacturing industries such as mechanical engineering, textile, chemicals and 
polymer processing to reach internationally active SMEs. We extracted the ad-
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dresses of every fifth firm from industry-based lists provided by the Hoppenstedt da-
tabase to randomize the selection procedure. Through this procedure, we identified 
3,500 SMEs. We disseminated questionnaires by ordinary mail and email to the sen-
ior managers of these firms. We received notice that 123 questionnaires/emails were 
not deliverable. The questionnaire could be completed in writing or electronically, de-
pending on the executive’s preference. We sent two re-minder emails and made 
telephone calls two weeks later. We received 855 responses in total, which equals a 
response rate of 25.3%. However, we had to exclude 251 questionnaires from further 
analysis due to at least one of the following reasons: frequent missing values, no 
regular international activities, firm reported international production only, the firm 
was no SME based on the number of employees (250 is recommended by the Euro-
pean Commission), the questionnaire was not filled out by an SME owner or manag-
ing director. All in all, we recovered 604 questionnaires suitable for the final analysis, 
which equals an effective response rate of 17.7%. This figure is in line with former 
research on international SMEs (Dhanaraj and Beamish 2003; Baum, Schwens and 
Kabst 2011). Finally, the questioned decision makers represent internationally active 
SMEs from four major German manufacturing industries with average sales of 
20.419 million EUR and 84 employees on average (see Table E–1).  

Industries N % Employees N % Total sales  
in m EUR 

N % Foreign sales 
in m EUR 

N % 

Mechanical  
engineering 

198 32.8 1-19 103 17.1 1-4.9 121 20.0 0-0.9 84 13.9 

Chemicals 126 20.9 20-49 126 20.9 5-9.9 131 21.7 1-4.9 223 36.9 
Textile 116 19.2 50-99 179 29.6 10-19.9 142 23.5 5-9.9 110 18.2 
Polymer proc-
essing 

87 14.4 100-199 141 23.3 20-49.9 127 21.0 10-19.9 69 11.4 

Misc. 77 12.7 200-250 55 9.1 50+ 42 7.0 20+ 63 10.5 
Missing 0 0 Missing 0 0 Missing 41 6.8 Missing 55 9.1 
Total 604 100 Total 604 100 Total 718 100 Total 604 100 
 Average: 83.6 Average: 20.419 Average: 0.491 

Table E–1: Sample Statistics 

Source:  Own creation. 

To account for non-response bias, we compared early and late respondents and 
gathered secondary data on the demographics of randomly selected non-
respondents to compare responding and non-responding firms (in terms of size, age 
and sales) (Armstrong and Overton 1977). In both cases, insignificant differences 
were found. As we must rely on the perceptions of SME owner-managers, we must 
consider common method variance. We tried to apprehend the possible bias a priori 
through the design of the questionnaire and ex-post through Harman’s single factor 
test (Podsakoff et al. 2003). As the first factor accounts for only 26.17% of the total 
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variance explained in exploratory factor analysis, common method bias can be as-
sumed to be reduced within our possibilities as we must rely on self-reports of execu-
tives (Spector 2006). With the focus on the perceptions of the actual decision-maker 
being the competent person to answer the questionnaire, single response bias is as-
sumed to be limited (Hughes and Garrett 1990). Following the suggestion of Kumar, 
Stern and Anderson (1993), we attempted to obtain a second respondent to validate 
the data and asked the senior executives by phone for a second person with appro-
priate knowledge. This resulted in 41 further contact partners, mostly export/sales 
managers, out of whom we could reach 29 by phone. Testing for inter-rater congru-
ence, we received significant correlations; thus, the chance for bias is limited. An-
other threat to the quality of survey data is sample selection bias. As we sampled 
internationalized firms only, we omitted SMEs that are not yet international but em-
ploy some scanning and planning processes regarding international markets poten-
tially affecting performance through entrepreneurial orientation. As we defined our 
population to be internationally active firms only, we cannot claim anything about the 
relationship between the scanning, planning and performance of non-international-
ized firms. Nevertheless, we tested whether there are significant differences in the 
performance of recently internationalized firms and the rest. We did not find any sig-
nificant differences. Because our study focuses on internationalized SMEs from 
Germany and there is only information available regarding the structural characteris-
tics of all SMEs in Germany and structural data on internationally active SMEs is 
lacking, it is difficult to statistically evaluate the representativeness of our sample. 
However, since we randomized the sample selection procedure and could show that 
non-response bias is not a serious threat, we can assume that we have a good ap-
proximation of the population (Yang, Wang and Su 2006). Moreover, the sample de-
sign corresponds with our research aim and with the procedure applied by other 
studies in a similar context (Maekelburger, Schwens and Kabst 2012). 

4.2. Measurements 

Considering the literature on scale development and modification, we derived the 
measures for our survey from entrepreneurship and SME literature. To assess the 
face validity of the scaled items, we conducted pre-tests with ten firm owners. Our 
pre-test resulted in adjustments of the used scales, which we describe below. The 
items used in the questionnaire and their respective indicators of reliability and valid-
ity are displayed in Table E–2. 
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Item ItTC 
(≥ 0.3) 

α  
(≥ 0.7) 

λ  
(CFA) 
(≥ 0.3) 

AVE  
(CFA)  
(≥ 0.5) 

CR 
(CFA) 
(≥ 0.7) 

Operationali- 
zation 
source 

Model constructs 
Scanning1  0.912  0.675 0.912 Apadpted from 

Miller and Friesen 
(1982),  

Beal (2000) 

Systematic foreign market research 0.745  0.790   
Analysis of the foreign market structure  0.797 0.835 
Analysis of market opportunities 0.822 0.870 
Analysis of customer developments 0.784 0.837 
Analysis of local competition 0.736 0.780 
Planning1 0.841  0.575 0.843 Own measure  

based on  
Robinson and 
Pearce (1983) 

Scheduling, i.e. we have mandatory deadlines 0.610  0.679   
Strategic planning, i.e. we plan our interna-
tional engagement well in advance 

0.725 0.830 

We have a written strategic plan 0.700 0.763 
We have medium-term plans for our interna-
tional engagement (3 years) 

0.671 0.749 

International entrepreneurial orientation2  0.760  0.276 0.775 Own measure  
based on 

Miller and Friesen 
(1982), Covin and 

Slevin (1989),  
Knight and  

Cavusgil (2004) 

When chances and risks are equally distrib-
uted in international decision-making situa-
tions, we refrain from the project (reverse 
coded) 

0.309 

 

0.384   

We have a proclivity for high risk over low 
risk projects  

0.332 
 

0.429   

Technology is our special strength 0.467  0.417   
Flexibility and customer focus are important 
to us 

0.306 
 

0.321   

We focus on the development of new prod-
ucts and innovations 

0.468 
 

0.487   

The enforcement of unconventional ideas 
and the acceptance of creative thinkers are 
important to us 

0.495  0.506   

We are proactively growth and profit ori-
ented 

0.438 
 

0.578   

We act based on the belief that our firm’s 
future lies in international markets 

0.437 
 

0.649   

We actively encourage the international 
orientation of our employees 

0.520 
 

0.725   

We consistently trust in our own strengths 0.459  0.493   
International Performance3  0.852  0.676 0.861 Adapted from  

Cavusgil and Zou 
(1994), Evans and 
Mavondo (2002) 

Sales growth 0.616  0.655   
ROI 0.760  0.864   
Profit 0.808  0.953   

Instrumental constructs 
Foreign market reporting relevance4  0.905  0.773 0.911 Own measure  

based on  
Cadogan, Cui and 

Li (2003) 

Foreign market controlling in general 0.769  0.832   
Receiving foreign market reports regularly 0.873  0.930   
Receiving reports on market developments 0.795  0.872   
Foreign market controlling figures5  0.769  0.558 0.788 Own measure  

based on  
Walters (1993) 

Sales 0.587  0.734   
Turnover/profits 0.719 0.862   
Personnel 0.556 0.669   

Table to be continued 
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Table E–2 continued 
Perceived distance2  0.781  0.559 0.789 Own measure  

based on Dichtl, 
Koeglmayr and 
Mueller (1990) 

We consciously travel abroad to learn about 
countries and cultures 

0.586 
 

0.735   

Asian cultures seem very distant to us (revers
coded) 

0.590 
 

0.663   

The geographic distance to overseas markets
does not pose a problem 

0.691  0.869   

Confirmatory model fit: χ² = 1629.245, df = 413, RMSEA = 0.070, CFI = 0.872.  
Confirmatory model fit (IEO measured by three parcels): χ² = 693.770, df = 231, RMSEA = 0.059, CFI = 0.942. 
1  Measured with seven-point Likert-type scales: To what extend does your firm carry out the following scanning/planning 

processes? Please answer on a scale between 1=not at all and 7=to a very high extend. 
2  Measured with seven-point Likert-type scales: To what extend do you agree to the following statements? Please an-

swer on a scale between 1=completely disagree and 7= completely agree. 
3  Measured with seven-point Likert-type scales: How successful have you been on average during the last five years? 

Please answer using one of the following categories: 1=more than 20% decrease, 2=11-20% decrease, 3=1-10% 
decrease, 4=unchanged, 5=1-10% increase, 6=11-20% increase, 7=more than 20% increase. 

4  Measured with seven-point Likert-type scales: How important are the following activities for your firm? Please answer 
on a scale between 1=completely unimportant and 7= extremely important. 

5 Measured with seven-point Likert-type scales: To what extend does your firm have monthly information on the following 
figures abroad? Please answer on a scale between 1=not at all and 7=to a very high extend. 

Table E–2: Reliability and Validity of the Measurements 

Source:  Own creation. 

For the measurement of scanning, we referred to Seringhaus (1993) and focused on 
market research and different forms of foreign market analyses. Thereby, we 
adapted several items of Miller and Friesen’s (1982) scale on environmental scan-
ning and Beal’s (2000) extended scale on the scope of scanning in terms of custom-
ers and competitors in the task environment. For the measurement of planning, we 
created a new scale based on the research of Robinson and Pearce (1983), Bracker, 
Keats and Pearson (1988) and Lyles et al. (1993). Previous research has often clas-
sified firms based on different dimensions of planning such as use of different plan-
ning instruments (e.g. financial and personnel planning), the planning horizon and the 
extent of planning (Bracker, Keats and Pearson 1988; Walters 1993). Following the 
research on strategic planning, we measured planning in terms of planning formality 
(Robinson and Pearce 1983; Lyles et al. 1993). Both planning and scanning exhibit 
satisfactory results on reliability and validity. Although scanning and planning are 
highly correlated, the VIF values are below 2.0, which indicates that multicollinearity 
is not present. Following the procedure by Anderson and Gerbing (1988), we also 
ensure that discriminant validity is given between scanning and planning processes 
(see Table E–3). 

International entrepreneurial orientation was measured with several items on the 
constituent dimensions of risk taking, innovativeness and proactiveness (Covin and 
Slevin 1989). In the pre-tests, we adapted several items of the original scales of 
Miller and Friesen (1982) and Covin and Slevin (1989) in terms of the wording and 
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the international focus of our study (Knight and Cavusgil 2004). Because Rauch et al. 
(2009) found in their meta-study that different entrepreneurial orientation measure-
ments did not significantly differ in their performance implications, we accepted the 
necessary changes to the scales. Another important aspect of the discussion and 
analysis of entrepreneurial orientation is the dimensionality of the construct. Previous 
research has highlighted that although the constructs represent different aspects of 
the entrepreneurial attitude, they are empirically related and must be combined to 
model entrepreneurial orientation properly (Robertson and Chetty 2000; Ibeh 2003). 
Moreover, early entrepreneurship studies have defined the entrepreneurial orienta-
tion construct as a composite measure because entrepreneurial firms must score 
high on all three dimensions (Miller 1983). In their comprehensive discussion of the 
dimensionality of the entrepreneurial orientation construct, Covin, Green and Slevin 
(2006) further highlight that entrepreneurship research does not question whether the 
sub-dimensions exist as distinct constructs in reality but whether they must vary in-
dependently. As we follow the conceptualization of Miller (1983), we assume that en-
trepreneurial firms are firms that score rather high on all three dimensions (Mostafa, 
Wheeler and Jones 2005). Therefore, we associate the ten items measuring the 
three sub-dimensions of risk taking, innovativeness and proactiveness with one latent 
construct. The items used in this study yield an adequate Cronbach’s Alpha (0.760) 
and exhibit modest but still acceptable factor loadings in confirmatory factor analysis. 
While the composite reliability shows reasonable values, the AVE is below common 
thresholds, implying that the latent construct does not sufficiently explain its items. 
This circumstance is most likely due to the dimensionality issue. Hence, we per-
formed a principal component factor analysis with Oblique rotation and found that 
three factors were extracted based on the Kaiser criterion. One factor for the first two 
items (risk taking), one factor for the following four items (innovativeness) and one 
factor for the last four items (proactiveness) (the items are shown in Table E–2). We 
maintain our conceptualization of the construct and follow recent studies on entre-
preneurial orientation (Ripollés-Meliá, Menguzzato-Boulard and Sánchez-Peinado 
2007; Moreno and Casillas 2008) in using three parcels instead of ten items to repre-
sent the construct (i.e. we use one summed score for each sub-dimension). Thereby, 
we account of the three constituents of international entrepreneurial orientation and 
improve the CFA model fit. Finally, discriminant validity between international entre-
preneurial orientation and the other constructs can be established. The results of al-
ternative conceptualizations of international entrepreneurial orientation can be found 
in Tables H–3 and H–4 in Appendix 4. 
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International performance was measured using a combination of financial and non-
financial indicators, as well as strategic effectiveness. Respondents were asked to 
indicate the extent to which a number of financial and non-financial indicators had 
changed in the last 5-year period (Cavusgil and Zou 1994; Evans and Mavondo 
2002). As entrepreneurial orientation is said to mostly relate to financial performance 
(Rauch et al. 2009), we use financial indicators to model international performance in 
this study only. 

(1) (2) (3). (4) (5) (6) (7) 
(1) Scanning 0.675 0.803 0.733 0.202 0.710 0.578 0.518 
(2) Planning 0.6451 0.575 0.772 0.234 0.783 0.716 0.473 
(3) IEO 0.5371 0.5961 0.356 0.302 0.687 0.652 0.794 
(4) Performance 0.041 0.055 0.091 0.676 0.147 0.238 0.108 
(5) Reporting 0.504 0.6131 0.4721 0.022 0.773 0.698 0.373 
(6) Controlling 0.334 0.513 0.4251 0.057 0.487 0.558 0.333 
(7) Distance 0.268 0.224 0.6301 0.012 0.139 0.111 0.559 
CFA model fit  χ² (231) = 693.770, RMSEA = 0.059, CFI = 0.942 
Correlation (1) with (2) fixed χ² (232) = 924.643, RMSEA = 0.071, CFI = 0.914 ∆χ² (1) = 230.873, p ≤ 0.001 
Correlation (1) with (3) fixed χ² (232) = 755.998, RMSEA = 0.062, CFI = 0.935 ∆χ² (1) = 62.228,  p ≤ 0.001 
Correlation (2) with (3) fixed χ² (232) = 742.028, RMSEA = 0.061, CFI = 0.936 ∆χ² (1) = 48.258, p ≤ 0.001 
Correlation (2) with (5) fixed χ² (232) = 941.588, RMSEA = 0.072, CFI = 0.912 ∆χ² (1) = 247.818, p ≤ 0.001 
Correlation (3) with (5) fixed χ² (232) = 768.458, RMSEA = 0.063, CFI = 0.933 ∆χ² (1) = 74.688, p ≤ 0.001 
Correlation (3) with (6) fixed χ² (232) = 771.706, RMSEA = 0.063, CFI = 0.933 ∆χ² (1) = 77.936, p ≤ 0.001 
Correlation (3) with (7) fixed χ² (232) = 724.928, RMSEA = 0.060, CFI = 0.939 ∆χ² (1) = 31.158, p ≤ 0.001 
Correlations are shown above the diagonal; bold numbers on diagonal are AVE; squared correlations are shown 
below the diagonal. 
International entrepreneurial orientation is measured with three parcels as described. 
1 For each violated case in which the criterion of Fornell and Larcker (1981) was not met, we also checked the 
discriminant validity using a χ² difference test by following the approach of Anderson and Gerbing (1988). This 
procedure demands the comparison of the χ²of a nested model and the proposed comparison model. The nested 
model is a more restrictive model with more degrees of freedom, as one correlation is fixed at the value one, which 
means a perfect correlation between two constructs and thus no discriminatory power. But each successively con-
ducted comparison test yielded satisfactory results because the nested model fits significantly worse (p ≤ 0.001) 
than the proposed model. 

Table E–3: Discriminant Validity 

Source:  Own creation. 

To model the bi-directional relationship between processes and entrepreneurial orien-
tation, we had to include three latent instrumental construct (see Kline 2011b for 
methodological requirements in non-recursive models). We used the relevance of for-
eign market reporting as an antecedent of scanning processes, as general attitudes 
often pose as determinants of behaviour (Ajzen 1991). Similarly, we used the foreign 
market controlling figures as determinants of planning processes. Thereby, we as-
sumed that a firm that has information on key foreign figures would also be more for-
mal in its planning efforts. Moreover, we propose that the perceived psychic distance to 
overseas markets is an important determinant of the international entrepreneurial ori-
entation (Dichtl, Koeglmayr and Mueller 1990). Based on former research (Nummela, 
Saarenketo and Puumalainen 2004; Freeman and Cavusgil 2007), we believe that the 
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less distance the SME manager perceives, the more entrepreneurial and global his 
mindset will be, which also influences the international entrepreneurial orientation. Fur-
thermore, discriminant validity is shown for all constructs. 

We included six control variables in the study. Considering the efficient allocation of 
resources, firms' age was measured using the number of years of the company’s exis-
tence. Firm size was measured using the number of employees. International experi-
ence was considered because a higher level of international experience could result in 
a more successful implementation of processes caused by learning effects. We meas-
ured international experience using the number of years a firm had been operating in 
foreign countries. The time lag between firm founding and first international activity has 
been of special interest in recent years (Acedo and Jones 2007). In testing for its per-
formance implications, we measured time lag using the time span in years from found-
ing to the initiation of internationalization (Baum, Schwens and Kabst 2011). Using 
Country as a proxy for geographical distance, it was coded as a dummy variable with 
1=EU and 0=non-EU (Pedersen, Petersen and Benito 2002). Lower distance (e.g. 
within the EU) is supposed to reduce uncertainty and might therefore increase per-
formance. Foreign sales ratio, that is, the ratio of foreign sales to current total sales, 
was utilized as a proxy for the degree of internationalization (Baum, Schwens and 
Kabst 2011), which may be performance related (Dhanaraj and Beamish 2003).  

4.3. Method 

The hypotheses are tested with several structural equation models (SEM) computed 
with the statistical program Mplus. Mplus provides maximum likelihood estimation 
and weighted least squares estimation for categorical data. Moreover, robust estima-
tion of standard errors and robust chi-square tests of model fit are given for all out-
come variables. These procedures take into account the non-normality of outcomes 
and the non-independence of observations due to cluster sampling (Muthén and 
Muthén 2007). We performed bootstrapping with 1000 draws. Missing values for the 
scaled items are replaced by the full information maximum-likelihood (FIML) ap-
proach. The FIML approach has been identified as one of the preferred methods of 
addressing missing data (Graham 2009). We chose the SEM approach because 
SEM offers much potential for small firm research, as it is capable of analyzing latent 
constructs (important constructs such as strategy, orientation and performance are 
latent and multidimensional) and their simultaneous complex relationships (Shook et 
al. 2004). However, we also must acknowledge that the use of SEM should follow 
certain standards to unfold its utility. After a complete description of the sample se-
lection procedure and the empirical data, measurement reliability and validity must be 
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evaluated. Next, researchers must assess both the structural coefficients and the 
model fit. Brown (2006) recommends the use of at least three fit indices First, Brown 
recommended reporting an absolute fit index (such as χ²) that evaluates how close 
the observed variance-covariance matrix is to the estimated matrix. Researchers 
would desire a result that is not statistically significant (i.e., the observed covariance 
matrix equals the estimated matrix). However, the χ² statistic is very sensitive to 
sample size (Hair et al. 2010). Second, Brown recommended reporting an absolute fit 
index with parsimony correction (such as RMSEA) that incorporates a penalty for 
poor model parsimony. According to Hu and Bentler (1999), a cut-off value close to 
0.06 is necessary to conclude that there is a relatively good fit between the hypothe-
sized model and the observed data. Hair et al. (2010) suggested a cut-off value of 
0.07. Third, Brown (2006) recommended a comparative fit index (such as the CFI) 
that evaluates the fit of the hypothesized model to a null model with covariances = 0. 
The CFI ranges from 0 to 1 (where 1 indicates perfect fit), and according to Hu and 
Bentler (1999), a cut-off value close to 0.95 is necessary to assume a good fit. Hair et 
al. (2010) stated that a cut-off value of 0.90 is “usually” (p. 669) acceptable. Accord-
ingly, we will report the χ² statistic, the RMSEA and the CFI. Finally, when modelling 
mediated relationships, it is important to control for the endogeneity of the constructs. 
Hence, we correlate the disturbance terms of the endogenous constructs with each 
other (Antonakis et al. 2010). In correlating the error terms, researchers acknowledge 
that there might be a common cause affecting the measurement error of the endoge-
nous constructs (refer to Appendix 5 for more information). 

 

5. Results 

First, we test the simultaneous effect of the control variables on performance. Be-
cause we find that only firm size has a significant effect on performance (p < 0.05), we 
decide to maintain size as the only covariate in the subsequent models to reduce 
model complexity. Second, we test the individual direct relationships (see Table E–4). 
Models 1, 2 and 3 exhibit positive and significant effects from scanning, planning and 
international entrepreneurial orientation, respectively, on performance. Model 4 con-
siders the simultaneous direct influences of scanning, planning and international en-
trepreneurial orientation on performance. The results show that the performance ef-
fect of scanning and planning vanishes when the three constructs are simultaneously 
considered. On the basis of these results, we can support Hypothesis 1. 

Model 5 tests the mediation model, which is proposed by Hypotheses 2 and 3. Model 
5 exhibits strong and highly statistically significant paths from both scanning and 
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planning to entrepreneurial orientation and from entrepreneurial orientation to per-
formance. Further, the direct effects of scanning and planning on international per-
formance are non-significant. This finding statistically supports complete mediation 
(Baron and Kenny 1986) respectively “indirect-only mediation” (Zhao, Lynch and 
Chen 2010, p. 200) . Following the criteria for model fit assessment provided by Hu 
and Bentler (1999) and Hair et al. (2010), the model fit reaches acceptable values 
(RMSEA 0.060, CFI 0.961), although the Chi-square is statistically significant. There-
fore, we can conclude that both Hypotheses 2 and 3 are supported. 

 Model 1 Model 2 Model 3 Model 4 Model 51 Model 6 
Paths β  β  β  β  β  β  
IEO  Performance 0.277 ***     0.280 * 0.280 * 0.258 *** 
Scanning  Performance   0.160 ***   -0.060 ns -0.062 ns   
Planning  Performance     0.197 *** 0.043 ns 0.042 ns   
Scanning  IEO         0.308 *** 0.304 *** 
Planning  IEO         0.525 *** 0.529 *** 
Controls             
Firm size 0.078 ns 0.105 * 0.094 ns 0.081 ns 0.088 ns 0.087 ns 
Model fit             
χ² 13543 ns 113.198 *** 58.758 *** 267.314 *** 268.907 *** 269.213 *** 
df 12  25  18  95  96  97  
RMSEA 0.015  0.076  0.061  0.055  0.055  0.054  
CFI 0.998  0.967  0.975  0.962  0.962  0.962  
Note: Standardized estimates are shown. 
*  p ≤ 0.05, ** p ≤ 0.01, *** p ≤ 0.001, ns = not significant. 
1 Model estimated without correlation between error terms because the model was not identified otherwise. 

Table E–4: Results of SEM on the Mediation 

Source:  Own creation. 

To further validate complete mediation through SEM, the model fit of the mediated 
model (model 5) can be compared to a model without the direct effects (model 6). 
Thereby, we test whether the direct performance effects of scanning and planning 
are negligible. If the mediated model (model 5) is not significantly better than the indi-
rect model (model 6), then the direct performance effects of scanning and planning 
can indeed be neglected. A Chi-square (χ²) difference test suggests that the medi-
ated model (model 5) is not significantly better than the indirect model (model 6) – 
both with and without the error correlation implemented in model 6. We therefore 
choose the parsimonious model with more degrees of freedom (df) because both 
models fit the data similarly well, which implies that we could reduce complexity by 
choosing model 6 over model 5 without losing information.  
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Model 6 proposes that scanning and planning processes each have an indirect effect 
on performance only. Scanning has a significant indirect effect of β = 0.079 on per-
formance (p ≤ 0.01). Planning also has a significant overall indirect effect of β = 0.137 
on performance (p ≤ 0.001). 

Hypothesis 4 proposes that international entrepreneurial orientation has a positive 
effect on scanning and planning processes and is tested via a non-recursive struc-
tural model (see Table E–5). We find that all structural coefficients are highly signifi-
cant supporting the relevance of the instrumental variables and the reciprocal rela-
tionship between processes and international entrepreneurial orientation (refer to 
model 7). The processes do impact international entrepreneurial orientation, and in-
ternational entrepreneurial orientation impacts the processes. The effect of entrepre-
neurial orientation on performance is significantly positive as well. In conclusion, we 
can support hypothesis 4. 

 Model 7 Model 8 
Paths β  β  
IEO  Performance 0.139 ** 0.200 *** 
Scanning  IEO 0.421 *** 0.211 *** 
Planning  IEO 0.481 *** 0.412 *** 
IEO  Scanning 0.486 ***   
IEO  Planning 0.330 ***   
Instrumental Variables      
Foreign market reporting  Scanning 0.330 *** 0.745 *** 
Foreign market controlling  Planning 0.405 *** 0.873 *** 
Geographic distance  IEO 0.384 *** 0.537 *** 
Controls     
Firm size 0.103 * 0.101 ns 
Model fit     
χ² 824.058 *** 975.963 *** 
df 260  262  
RMSEA 0.060  0.067  
CFI 0.930  0.912  
Note: Standardized estimates are shown. 
* p ≤ 0.05, ** p ≤ 0.01, *** p ≤ 0.001, ns = not significant. 

Table E–5: Results of SEM on the Bi-directional Relationship 

Source:  Own creation. 

Concluding, we support hypothesis 4 in favour of a reciprocal relationship. Compar-
ing the reciprocal model (model 7) with a nested model that does not include the re-
ciprocity (model 8) we find that model 7 is superior because it has a significant better 
model fit (∆χ²(∆df=2) = 151.905, p ≤ 0.001). This result supports the consideration of 
the bi-directional relationship between international entrepreneurial orientation and 
scanning and planning. 
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Because the structural relations could be different considering different performance 
measures, we assessed model 6 with five different performance measurements: (1) 
perceived international financial performance, as discussed before, (2) perceived 
overall satisfaction regarding international performance, (3) perceived achievement of 
financial and non-financial goals and (4) foreign sales. We find that the structural rela-
tionships stay the same no matter which performance measure is used. Although the 
effect sizes and the model fit differ, the relationships remain constant, implying that the 
performance effect of scanning and planning is mediated by the international entrepre-
neurial orientation. The results for the mediating and the reciprocal models can be 
found in Table H–5 and Table H–6 in Appendix 6. 

 

6. Discussion and Conclusions 

Scanning leads to superior performance, as do thorough planning processes. Like-
wise, a high level of international entrepreneurial orientation leads to a high level of 
international performance. However, when all three “success factors” are considered 
at the same time, the performance effect vanishes. This finding can be explained by 
the intervening mechanism of international entrepreneurial orientation that has thus 
far been mostly disregarded. While other studies have derived international entrepre-
neurial orientation as an antecedent factor (Knight and Cavusgil 2004; Jones and 
Coviello 2005), we showed that the effect of scanning and planning on international 
performance is completely mediated by international entrepreneurial orientation. 
Hence, the impact that scanning and planning have on performance is fully chan-
nelled by international entrepreneurial orientation such that the direct process-
performance relationships are negligible. This extraordinary result might explain the 
variance in the results of earlier research on scanning and planning processes 
(Schwenk and Shrader 1993; Julien and Ramangalahy 2003) and the “why” of the 
process-performance relationship (Baron and Kenny 1986). We conclude that scan-
ning and planning lead to success because of international entrepreneurial orienta-
tion, as international entrepreneurial orientation constitutes a dynamic capability that 
transforms business processes in response to changing environments and thereby 
creates economic rents. Thus, international entrepreneurial orientation explains why 
and how processes contribute to firm performance. This result strengthens the signifi-
cance of entrepreneurial orientation for internationally established SMEs. 

Increasing the objective knowledge of SME managers through foreign market scan-
ning and planning may either directly impact international performance or indirectly 
effect international performance through changing international entrepreneurial orien-
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tation. We argued that learning more about relevant and possibly distant markets re-
duces the perceived risks of international business. When the risk is perceived to be 
more accessible, the SME manager may be willing to take more risks. Such learning 
also opens up new avenues for business opportunities that can be proactively acted 
upon. Hence, an increase in processes can lead to an increase in international en-
trepreneurial orientation. Thereby, we argued, based on the basic idea of the Stimu-
lus-Organism-Response model, that processes are easier to change than behav-
ioural attitudes. Hence, processes can function as stimuli in changing or at least af-
fecting international entrepreneurial orientation. International entrepreneurial orienta-
tion determines internationalization behaviour (i.e. whether the firm enter new mar-
kets, which markets, which products, etc.), and behaviour ultimately impacts per-
formance. Within this mediated model, the conceptualization of international entre-
preneurial orientation as a dynamic capability played a central role. We differentiated 
between resources, processes and (dynamic) capabilities, highlighting their hierar-
chical ordering. Knight and Cavusgil (2004) argued from a dynamic capability per-
spective that international entrepreneurial orientation can be viewed as a dynamic 
capability because it gives rise to successful entry into new markets. In fostering in-
novative, proactive and risk-taking behaviour, a firm can constantly renew its re-
sources and competences to achieve international objectives. While Knight and Ca-
vusgil (2004) interpreted international entrepreneurial orientation as antecedent to 
business processes, we followed the capability-building perspective (Makadok 2001). 
However, we could show that there is a bi-directional relationship between processes 
and international entrepreneurial orientation in international markets. Thereby, we 
refer to Covin and Slevin (1991), who argued in their seminal work that entrepreneu-
rial orientation both influences and is influenced by organizational resources and 
competences. The authors have further elaborated: “A firm's ability to engage in en-
trepreneurial behaviour will depend, in part, on its resources and competencies. 
These variables are operationally defined in the broadest sense and are intended to 
include (…) organizational-level capabilities (e.g. ability to get a new product to the 
market in a timely fashion) and organizational systems (e.g. marketing research sys-
tems). Resources and competencies provide the bases for all forms of organizational 
action. They can serve as either facilitators or deterrents of entrepreneurial behav-
iour, and influence the specific form of entrepreneurship in which the firm engages.” 
(p. 15). In their conceptual model, Covin and Slevin (1991) already introduced the 
idea of a possibly reciprocal relationship assuming that capabilities and resources 
have a stronger effect on entrepreneurial orientation than the other way around. Our 
results support a bi-directional relationship and show that the effect that scanning has 
on entrepreneurial orientation is larger than the way around, which gives support to 
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Covin and Slevin’s thesis. However, our model showed that planning is influenced by 
entrepreneurial orientation to a greater extent than planning affects entrepreneurial 
orientation. Furthermore, Covin and Slevin (1991) noted in their model that resources 
and competences may also influence the relationship between entrepreneurial orien-
tation and firm performance. Clearly, moderation is another plausible causal mecha-
nism for the interplay of resources and capabilities. In our case, modelling interac-
tions would classify the conditions under which scanning and planning processes 
influence performance, which represents a different but highly relevant research 
question (refer to Appendix 7 on a conceptual discussion of the modelled relation-
ships). Although several moderating relationships of the entrepreneurial orientation-
performance relationship have been already considered in the literature, there is po-
tential for further research (Rauch et al. 2009).  

Overall, this study contributes to the research on the performance effects of proc-
esses and dynamic capabilities within established international SMEs. We advance 
theory by modelling international entrepreneurial orientation as dynamic capability 
that intervenes in the process-performance relationship. Thereby, we explain why 
SMEs can capitalize on processes and show that international entrepreneurial orien-
tation does not only initiate and impact processes of SMEs – international entrepre-
neurial orientation is also influenced by the very same processes. International en-
trepreneurial orientation must be understood as a key dynamic capability transform-
ing and adapting firm processes in changing environments to perform well in interna-
tional markets, not only as an antecedent factor. Thereby, this study closes a knowl-
edge gap on how SMEs create competitive advantage from processes by employing 
the dynamic capability perspective. Moreover, with a large sample of international 
SMEs, this study contributes to the knowledge on the international performance-
international entrepreneurial orientation relationship. 

From a practical perspective, SME managers learn that (1) scanning and planning 
are crucial to a firm’s international success because of their international entrepre-
neurial orientation and that (2) they, as managers, have two main channels by which 
to influence the probabilities that they succeed in international markets. This finding 
means that the contribution of managers lies in designing, developing and construct-
ing capabilities and in anticipating the value of resources and processes. The first 
perspective highlights the fact that managers must make use of resources and proc-
esses to adapt to the environment. Processes enable the firm to build a basis for the 
pursuit of entrepreneurship. Already, Barringer and Bluedorn (1999) showed that en-
vironmental scanning and some planning dimensions significantly impact corporate 
entrepreneurship. The authors summarized with the following: “What is particularly 
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instructive about this result is that the pursuit of entrepreneurship requires an in-
crease in the intensity of some management practices, such as scanning intensity. 
Opportunity recognition, which is a precursor to entrepreneurial behaviour, is often 
associated with a flash of genius, but in reality is probably more often than not the 
end result of a laborious process of environmental scanning and industry awareness. 
As a result, the fundamental practice of scanning the environment to recognize op-
portunities and threats should be a principal concern of entrepreneurially minded 
firms.” (p. 436). Hence, the foundation of entrepreneurship can be established in in-
ternational entrepreneurial orientation as a dynamic capability that integrates and 
configures resources and processes. Highlighting the second perspective, managers 
must realize that there are complex feedback-loops. International entrepreneurial ori-
entation also impacts the extent to which scanning and planning processes are car-
ried out. Managers also contribute through their anticipation of the value of certain 
resources and processes.  

7. Limitations and Directions for Further Research 

There are several limitations to this study, which we will attend to in the following. In 
doing so, we will also discuss avenues for further research. 

We have considered only two firm processes. Future studies could analyze and test 
the relationship of other processes and firm-level factors with international entrepre-
neurial orientation (Covin and Slevin 1991). Additionally, resources as a basis for 
processes could be included in future studies. Moreover, two natural limitations of 
information and hence scanning should be addressed. First, information does not 
have obvious units. Second, information may not be cumulative (Fiet 1996). There-
fore, the relationship between scanning and entrepreneurial orientation might not be 
completely linear. At some point, further information may no longer contribute to in-
ternational entrepreneurial orientation. Managers should be aware of that. Further-
more, planning is a heterogeneous task. Future research needs to better account for 
this heterogeneity (Gruber 2007). One might want to focus on a specific planning 
area and differentiate between planning intensity, planning responsibility, planning 
flexibility, planning horizon or planning locus, as not all areas may be of equal impor-
tance to international entrepreneurial orientation and ultimately to firm success 
(Barringer and Bluedorn 1999). Another conceptual question is the conceptualization 
and dimensionality of entrepreneurial orientation. Although Rauch et al. (2009) found 
in their meta-analysis that different conceptualizations and specifications of entrepre-
neurial orientation do not influence its overall effect on performance, researchers 
must be conscious of the specification they employ (a comprehensive discussion can 
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be found in Covin, Green and Slevin 2006). Following Miller (1983), we defined inter-
national entrepreneurial orientation as being reflected in innovativeness, proactive-
ness and risk taking. Lumpkin and Dess (1996), however, considered two additional 
dimensions as being part of the construct. Other studies argued that the dimensions 
must be addressed as independent constructs (Kreiser, Marino and Weaver 2002), 
and some even suggest a formative understanding (Covin, Green and Slevin 2006).  

From a methodical perspective, our study is limited because of our focus on interna-
tionally active SME from Germany and the use of perceptual data. Although our 
sample design is consistent with our research aim and is also consistent with other 
research studies on similar research objects (Maekelburger, Schwens and Kabst 
2012), we cannot claim the complete generalization of our results. Since we focused 
on four main manufacturing industries within one single country, we cannot general-
ize the results to other sectors or to other countries. Researching SME with interna-
tional activities, it is not possible to transfer our results to SME that only operate in 
the home market. Furthermore, it would be beneficial for future studies to collect data 
on performance from a different source which was not possible for us since German 
firms are not obliged to publish financial data. Moreover, although our models 
showed acceptable fit indices in terms of recommended cut-off values, the model fit 
is not perfect and must be taken as a limitation of our study. Similarly, modeling 
causal relationships based on cross-sectional data leads to tentative rather than con-
clusive results. Hence, a longitudinal research design could extend findings on the 
relevance and development of international entrepreneurial orientation, which might 
support the causal relationships drawn in this study and the reciprocal effects be-
tween international entrepreneurial orientation and processes.  

Finally, our study has highlighted the complex and bi-directional relationships be-
tween firm processes and dynamic capabilities in creating competitive advantage. As 
we have interpreted international entrepreneurial orientation as a dynamic capability, 
future research should analyze the proposed relationships in different settings, differ-
ent types of firms and different environmental conditions. Researching the boundary 
conditions is essential to determine the limitations of dynamic capabilities (Barreto 
2010). We could imagine that the role of international entrepreneurial orientation is 
most dominant in challenging, competitive and quickly changing environments. An-
other idea is the differentiation of service firms. In this study, we cannot draw any 
conclusion about service firms because we focused on the manufacturing industry. 
As service firms must often establish a physical presence in new country markets, 
they may have to strongly rely on capability building for rent creation. 
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F. Final Remarks 
 

1. Discussion and Conclusions 

1.1. Core Results 

SME internationalization is an important topic and a complex research issue. SMEs 
distinguish themselves from larger firms and exhibit particularities that also influence 
their internationalization process. Small firms are nimbler, more flexible and can bet-
ter adapt to changing circumstances than their larger counterparts (Rosenbusch, 
Brinckmann and Bausch 2011; Li, Qian and Qian 2012). They have different struc-
tures, apply different processes and differ with regard to their organizational culture 
and entrepreneurial orientation. But SMEs also lack knowledge, resources and ex-
perience as compared to MNEs (Mudambi and Zahra 2007). When smaller firms 
consider internationalizing, they face not only the liability of foreignness, but also the 
liability of smallness (Lu and Beamish 2001).  

The academic literature highlights the relevance of this research topic because of the 
challenges SMEs face, but also because of the firms’ economic relevance. SMEs 
dominate the economic landscape and drive innovation (Keng and Jiuan 1989). Be-
cause of their significance, researchers, policymakers and practitioners are inter-
ested in extending the knowledge on the internationalization process of SMEs.  

The internationalization process is more complicated than merely deciding on which 
countries to enter (Kuivalainen et al. 2012). The firm has to decide on the entry 
mode, the timing and the extent as well. These decisions are often influenced by 
several internal and external contextual factors. Moreover, market selection does nei-
ther necessarily result in a higher firm performance nor in a steady increase of the 
internationalization level. The firm may also change its operation mode (Calof and 
Beamish 1995), de-internationalize (Benito and Welch 1997) or start rapid interna-
tionalization only after several years of operation in the domestic market (Bell et al. 
2003). Different and complex internationalization patterns and profiles highlight the 
necessity to fit organizational dimensions to the particular organizational situation the 
firm is operating in (Aspelund and Moen 2005; Knight and Cavusgil 2005; Hagen et 
al. 2012). Ultimately the firm’s international performance does not only depend on the 
internationalization level (Pangarkar 2007; Papadopoulos and Martin 2010), but pri-
marily on the firm internal coordination dimensions and their alignment (Yeoh and 
Jeong 1995; Chung, Wang and Huang 2012). 

E. Olejnik, International Small and Medium-Sized Enterprises,
Handel und Internationales Marketing / Retailing and International Marketing,
DOI 10.1007/978-3-658-04876-1_6, © Springer Fachmedien Wiesbaden 2014
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Because of the complexity of the internationalization processes, this thesis aimed to 
offer a multidimensional, holistic perspective on internationalization. The four studies 
this thesis is composed of explore the different phases and relationships within the 
scope of the overall internationalization process. Researching the patterns that SMEs 
take may help to predict future changes, developments and driving forces. But it has 
to be recognized that the patterns as well as their underlying dimensions are open to 
change. Changing the operation mode changes the international situation and the 
conditions the firm is operating in and hence different organizational means may be-
come necessary to face the changed situation and compete effectively. Overall, dif-
ferent components affect the international performance of SME. 

In general, this research emerges from a lack of knowledge on (1) the internationali-
zation patterns that are followed by SMEs, (2) the reasons for changes in interna-
tionalization behaviour, (3) different organizational configurations and types of inter-
national family firms and (4) the way SME can capitalize on organizational proc-
esses. This lack of knowledge parallels the managerial relevance of internationalizing 
successfully. Thus, the present research responds to the following key questions:  

(1) What are the internationalization patterns that SMEs follow, what determines the 
patterns and how do the patterns develop over time? 

(2) What are the reasons behind foreign operation mode changes (i.e. mode in-
creases and mode reductions)?  

(3) What configurations of culture, strategy and structure do international family firms 
exhibit and how do these configurations differ in terms of performance and fur-
ther variables relevant to internationalization?  

(4) How do scanning and planning processes contribute to the international perform-
ance of international SME?  

The core results of the studies conducted on each of these questions are interesting 
and can be described as follows. 

By answering the first general research objective, we show that SMEs follow three 
different internationalization patterns: born global, born-again global and traditional. 
We find that the internationalization patterns differ not only based on scale, scope 
and commencement, but also with regard to several descriptive variables such as 
international experience, the number of production subsidiaries, size, the number of 
countries served, technology orientation and perceived overall performance. Fur-
thermore, we discuss the possible changes in internationalization patterns and ac-
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count for the dynamics of foreign market involvement. Most SMEs did not change 
their internationalization pattern, but from the firms that did most changed from a tra-
ditional to a more dedicated and committed internationalization pattern. Finally, we 
show that certain factors influence the internationalization patterns of SMEs. In par-
ticular, international orientation and growth orientation are important variables in ex-
plaining the differences between traditional, born global and born-again global firms. 
Other factors are the communication capability, intelligence generation capability and 
marketing-mix standardization.  

Regarding the second broad research aim, we conclude that executives recognize a 
wide range of reasons for mode change, but the importance and magnitude of those 
stimuli differ with regards to mode increases and reductions. While performance and 
external environment increase the likelihood of mode reductions, internal environ-
ment and managerial attitudes induce mode increases. As compared with results of 
Calof and Beamish’s study (1995), there are only a few differences. The importance 
of performance as a stimulus for change is not significantly more important in the 
context of mode reductions than mode increases. Similarly, stimuli from the external 
environment increase the probability of mode reductions, which was not expected 
since theory does not advise on a direction of the relationship. In addition, we found 
that external environment is significantly linked to radical mode changes.  

By exploring the third research question in a taxonomic approach, we discovered four 
distinct types of international family firms: Domestic-focussed Traditionalists, Global 
Standardisers, Multinational Adapters and Transnational Entrepreneurs. The top-
performing firms were the Transnational Entrepreneurs – firms that are internationally 
oriented, people- and idea-driven, in which risk-taking within a decentralized and 
specialized structure facilitates efficient responses to foreign environments and pro-
vides international customers with high-quality products and services. Apart from the 
defining (i.e. clustering) variables several other distinguished the configurations from 
one another. Firm size and resources, the levels of regional expansion and their 
dominant operation modes differed considerably between the patterns. 

The fourth and last study finds that scanning and planning leads to success because 
of international entrepreneurial orientation, as international entrepreneurial orienta-
tion constitutes a dynamic capability that transforms business processes in response 
to changing environments and thereby creates economic rents. Thus, international 
entrepreneurial orientation explains why and how processes contribute to firm per-
formance. The impact that scanning and planning have on performance is completely 
mediated by international entrepreneurial orientation so that the direct process-
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performance relationships are negligible. Moreover, we found that there is a recipro-
cal, i.e. bi-directional, relationship between processes and international entrepreneu-
rial orientation. Hence, the processes impact international entrepreneurial orientation, 
but international entrepreneurial orientation also influences the processes. 

In summary, the findings of this doctoral thesis illuminate the complexity of SMEs’ 
internationalization process. The international orientation and growth orientation as 
well as firm internal capabilities determine the internationalization pattern that a firm 
follows. This pattern is based on the firm’s decisions on country scope, operation 
modes, timing and the resulting foreign sales ratio. Since these factors are open to 
change – due to environmental circumstances and/or internal strategic choices – the 
internationalization pattern may change as well. Foreign operation mode changes, for 
instance, can be a result of changes in the attitudes of the management, the internal 
environment in terms of strategies and resources, the external environment and also 
performance. In order to succeed in the international environment SMEs can use dif-
ferent combinations of strategies, structures and cultures. Transnational Entrepre-
neurs, i.e. internationally orientated and risk-taking SMEs with a decentralized and 
specialized structure, perform best on an international scale, although Global Stan-
dardiser and Multinational Adapter also showed consistent configurations resulting in 
solid international performance. Achieving a fit between these organizational coordi-
nation dimensions and the international situation will be rewarded with positive busi-
ness outcomes. SMEs can actively reconfigure, integrate and orchestrate their proc-
esses in order to improve their international performance. The international entrepre-
neurial orientation of SMEs seems to be a key dynamic capability within this context. 
It mediates the performance effects of scanning and planning processes and simul-
taneously affects how the processes are carried out. 

1.2. Research and Theoretical Implications 

The present thesis contributes to research and theory in several ways, which will be 
discussed in the following.  

Within the first study, internationalization patterns were derived on the basis of the 
Uppsala model and born global research. By exemplifying the communalities be-
tween the research streams, we were able to derive general internationalization di-
mensions that are capable of measuring the internationalization pattern at a specific 
point in time. Thereby we followed the understanding that the internationalization pat-
tern is a latent construct, which is not directly observable but can be measured via 
manifest dimensions. Without using arbitrary thresholds and definitions, we were able 
to confirm the three patterns discussed most in the academic literature: traditional, 
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born global and born-again global. On the one hand, this result provides objective 
and quantitative support to the findings of former studies (Bell, McNaughton and 
Young 2001; Bell et al. 2003; Tuppura et al. 2008; Kontinen and Ojala 2012) and re-
sponds to Bell et al.’s (2003) call for more research on born-again global firms. On 
the other hand, it extends the existing knowledge and contributes to the current state 
of the research by advancing the conceptualization of internationalization patterns 
and applying a latent class analysis to derive distinct internationalization patterns. It 
has been highlighted that the usage of such methods should be strengthened in in-
ternational business research (McNaughton 2003). Moreover, the conceptualization 
of the internationalization patterns is useful for the overall understanding of the inter-
nationalization process of SMEs (Kuivalainen, Saarenketo and Puumalainen 2012; 
Kuivalainen et al. 2012). Within this context, Jones and Coviello (2005) discussed the 
relationship between emergent patterns and dynamic profiles of internationalization 
behaviour. The internationalization patterns as conceptualized in this study can be 
captured as the timing of cross-border firm-level activities, the range of operation 
modes and countries as well as the extent of foreign sales, at a specific point in time. 
However, the changes in the composition of these indicators describe the dynamic 
profiles of SME’s internationalization behaviour. Hence, internationalization profiles 
describe longer periods of internationalization behaviour accommodating different 
patterns. Finally, we support Vermeulen and Barkema (2002) in stating that the inter-
nationalization pattern depends on a set of firm-specific capabilities. 

The second study contributes to the literature on mode changes, shifts or conver-
sions. By analyzing the reasons for mode increases as compared to mode reduc-
tions, we showed that SME managers perceive different sets of stimuli to be causing 
mode increases or reductions respectively. This echoes Fletcher’s (2001) results. 
Moreover, the major reasons for incremental and radical mode changes differ. While 
the external environment induces radical change, both upstream and downstream, 
performance and attitudes are connected with incremental one-step reduction. The 
results further imply that environmental as well as internal firm factors have to be 
considered when analyzing a change in the foreign operation mode, or even more 
generally speaking, a change in internationalization behaviour. Another theoretical 
implication is that both behavioural-based models of internationalization and the eco-
nomic-strategic approach do not sufficiently explain mode changes. While the behav-
ioural models do not cover mode reductions and are not capable of describing the 
direct influence of performance and external environment on mode change, manage-
rial attitudes can hardly be explained with economic approaches, although attitudes 
are highly relevant for explaining mode increases. Therefore, economic reasoning 
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has to expand its explanatory power by including attitudinal variables (Perks and 
Hughes 2008). Consequently, we conclude with Benito and Welch (1994) that both 
research streams taken separately might not be appropriate to explain all facets of 
mode changes. Explained variance of mode shifts can be increased when stimuli 
from both research streams are combined.  

The third study provides an important contribution to the research on family firm in-
ternationalization by developing a taxonomy of small international family firms be-
cause little is known about the interplay of culture, strategy and structure for family 
firms in international markets. With this study, we responded to the call by Kontinen 
and Ojala (2010) to increase the empirical research on the internationalization of 
family firms. Moreover, we contribute to the research on internationalizing family 
firms by considering international, i.e. non-domestic, performance. Many studies of 
internationalized family firms have either disregarded performance or focussed on 
total sales (growth). Hence, we extend the knowledge on the performance conse-
quences of organizational configurations outside of the home countries of family 
firms. Furthermore, Kontinen and Ojala (2010) called for studies on the resources 
that are used by family firms to balance their limited access to financial resources in 
the context of internationalization. Our study serves this function by characterizing 
the clusters based on their international and technological know-how. We found that 
resources such as international and technological know-how differentiate the clus-
ters, but also that financial resources appear to differ between the clusters. Interna-
tional know-how is important to a company because family members with experience 
in international business will be internationally oriented and willing to take risks. Thus, 
with a better knowledge of foreign markets, these managers can decide more pre-
cisely which strategies they should pursue to gain competitive advantage and 
achieve success. Heeding the call by Sciascia et al. (2012) for research that takes 
into account the different international entrepreneurship variables, we found that the 
configurations did not differ significantly regarding the born globalness and the inter-
national experience. However, there appears to be a connection between the con-
figurations discussed in this study and the internationalization stages discussed in 
the behavioural-based stage models of internationalization (Johanson and Vahlne 
1977; Bilkey 1978). Although we built the taxonomy based on classic organizational 
variables, we see that the configurations differ with regard to the number of countries 
in which the firms operate, the foreign operation modes that they use and the geo-
graphical scope of their foreign market activities.  

The fourth study contributes to theory and research in the field by deriving how re-
sources, processes and capabilities relate to one another. We argue that interna-
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tional entrepreneurial orientation is a dynamic capability that integrates, combines 
and transforms processes and resources so that the firm can match the changing 
requirements of the international environment. Thereby we advance the understand-
ing of international entrepreneurial orientation and dynamic capabilities (Jantunen et 
al. 2005; Kuivalainen, Sundqvist and Servais 2007; Lu et al. 2010). We follow exist-
ing definitions in the field and imply a hierarchical perspective describing the struc-
tural relationship between resources, processes and dynamic capabilities (Winter 
2003; Wang and Ahmed 2007). While other studies derived international entrepre-
neurial orientation as an antecedent factor (Knight and Cavusgil 2004; Jones and 
Coviello 2005), we showed that the effect of scanning and planning on international 
performance is completely mediated by international entrepreneurial orientation. We 
argue that learning about foreign markets reduces the perceived risks of international 
business. When the risk is perceived to be more accessible, SME managers may be 
willing to take more risks. Such learning also opens up new avenues for business 
opportunities that can be proactively acted upon. Hence, an increase in processes 
can lead to an increase in international entrepreneurial orientation. Thereby, we fol-
low the basic idea of the Stimulus-Organism-Response model (Woodworth 1929) 
and propose that processes are easier to change than behavioural attitudes. Hence, 
processes can function as stimuli in changing international entrepreneurial orienta-
tion. International entrepreneurial orientation determines internationalization behav-
iour (i.e. whether the firm enter new markets, which markets, etc.), and behaviour 
ultimately impacts performance. Moreover, we found that scanning and planning 
processes are reciprocally linked with international entrepreneurial orientation which 
poses a dynamic capability. Hence, we can extend the understanding of how and 
why SMEs can take advantage of different business processes. 

1.3. Managerial Implications 

Since SME internationalization is still a challenging managerial issue with various 
complex content areas, the firm-specific view of this doctoral thesis provides major 
managerial implications. 

The first study shows that several firm-internal factors influence the internationaliza-
tion pattern that a firm follows. Therefore, managers learn that internationalization 
patterns are not deterministic but can be actively influenced by the management. 
Firms can make strategic decisions that change their patterns over time. Moreover, 
because we show which factors influence the patterns, SME managers can become 
aware of the relevant features. They can try to influence, build and design their inter-
nationalization pattern. More importantly, this study shows that the managerial capa-
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bilities determine the internationalization patterns most as compared to organiza-
tional and marketing capabilities. 

The second study highlights the crucial antecedences that have to be observed and 
considered when mode changes are planned or change decisions have to be made. 
Executives can use the experiences and findings provided in this study as an orienta-
tion towards a more rational decision-making process. 

The third study finds four configurations of family firms and thereby provides a 
benchmark to SME and family firm managers. Although we discussed real types and 
not ideal types, firm managers can learn from the top performing group, i.e. the 
Transnational Entrepreneurs. It appears that international, risk and people orientation 
are key drivers of the organizational configurations and thereby influence success in 
foreign markets. If a firm wants to grow internationally, those orientations must be 
enhanced. Further, managers should realize that firm orientations should fit the 
strategies and structures. Although the Transnational Entrepreneurs were the most 
successful firms, both the Global Standardisers and the Multinational Adapters exhib-
ited sound configurations of orientations, strategies and structures that resulted in 
solid international performance. Moreover, there appears to be a connection between 
the configurations discussed in this study and the internationalization of family firms. 
It might be worthwhile for a manager to consider the firm’s level of internationalization 
and how compatible it is with the firm’s organizational culture, structure and strategy. 
If the company aims to successfully expand internationally, then the manager might 
want to consider the configurations Global Standardiser, Multinational Adapter, or 
Transnational Entrepreneur. Depending on the level of international activity sought, 
the manager can use the configurations described in this study as an orientation or 
even a target. 

The fourth study implies for SME managers that scanning and planning processes 
are crucial to a firm’s international success because of their international entrepre-
neurial orientation and that managers have two main channels by which to influence 
the probabilities that they succeed in international markets. The managers’ contribu-
tion lies in designing, developing and constructing capabilities and in anticipating the 
value of resources and processes. The first perspective highlights the fact that man-
agers must make use of resources and processes to adapt to the changing interna-
tional environment. Processes enable the firm to build a basis for the pursuit of en-
trepreneurship. Hence, the foundation of entrepreneurship can be established in in-
ternational entrepreneurial orientation as a dynamic capability that integrates and 
configures resources and processes. Highlighting the second perspective, managers 
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must realize that there are complex feedback-loops. International entrepreneurial ori-
entation also impacts the extent to which scanning and planning processes are car-
ried out. Managers contribute to rent creation through their anticipation of the value of 
certain resources and processes.  

Overall, the examination of internationalization as a process implies that decisions, 
especially on the dimensions of entry mode, country dimensions and timing, lead to 
specific international situations, which in turn require certain organizational forms in 
order to be successful. Managers have to realize the importance of firms’ structure, 
strategy and culture, but also the significance of processes and capabilities within the 
internationalization process. It is a tremendous advantage for managers to be able to 
initiate early impulses in the successful development of resources, processes, capa-
bilities and coordination dimensions (cf. Swoboda et al. 2009; Swoboda and Jager 
2009; Jager 2010). SME managers can fit the organizational coordination dimensions 
to their international situation and try to achieve superior performance. Clearly, these 
coordination dimensions do have an impact on firms’ international performance and 
therefore have to be actively managed within the internationalization process.  

 

2. Further Research 

In addition to theoretical and managerial implications, this doctoral thesis also pro-
vides issues for further research. Although limitations and further research topics are 
discussed at the end of each study, general fields for further research emerge re-
garding the data basis, the conceptual and theoretical framing and the overall topic of 
SME internationalization.  

First, although the present work is based on a large data sample, there are possibili-
ties to extend the data basis in future studies. In this study we researched SME from 
Germany that are not diversified, not linked to any MNE and from the manufacturing 
industry only. Future research should contribute empirical results from a different 
country or even across several countries. Also the explicit consideration of service 
and retail firms seems worthwhile. Broadening the data basis in terms of including 
further industries, countries and environmental contexts would help to investigate 
SME internationalization. Furthermore, the empirical design of the study based on 
managerial perceptions includes behavioural attitudes and orientations of managers, 
but might restrict the robustness and degree to which the conclusions can be gener-
alized. Future research could validate the results with objective data and try to avoid 
potential threats because of common method bias by incorporating secondary data. 
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The focus on smaller German firms limits the generalization of the results and affects 
the measures. Although the constructs have been defined as precise as possible by 
drawing on literature, only specific organizational context is examined. Focusing par-
ticularly on the relevance and intensity of structural, process-related, and cul-
tural/attitudinal issues suggests that additional analyses on further specific organiza-
tional context might enlarge the scope of implications that can be drawn from such a 
study. Finally, as organizations are complex in nature, there are other aspects of or-
ganizational context which could be included in a study. Moreover, we highlighted in 
the course of this work that internationalization is a dynamic process and that we lack 
information on the time-based development of SMEs’ international operations. 
Hence, future research studies are advised to carry out studies with a longitudinal or 
an experimental design. This would be extremely helpful to address causal and tem-
poral relationships between constructs, such as processes and capabilities or the 
overall internationalization process.  

Second, from a conceptual perspective this study could have explored other determi-
nants of internationalization patterns and coordination dimensions, processes and 
capabilities of SME. Apart from early export stage models and determinants of rapid 
internationalization, we know little about the motives and driving forces of SME inter-
nationalization. Research could extend the focus on external factors as determinants 
of internationalization and also on the interactions between determinants of interna-
tionalization (Li et al 2012). This dissertation focussed on internal-firm dimensions 
and their influence and design towards successful internationalization. However, ex-
ternal environmental factors play a crucial role at several instances in the internation-
alization process and should therefore be considered more comprehensively by fu-
ture research studies. For example, we would imagine that the performance effect of 
organizational configurations depends on the international situation and environ-
mental variables. Furthermore, different aspects of the organizational configuration 
can be considered. There are not only different structures, processes and cultures 
that shape an organization but also distinct resources and capabilities. Future re-
search could derive complex configurations that promise success for different inter-
nationalization patterns. Also non-linear relationships have to be considered bearing 
in mind the complexity of the smaller firm operating in the international environment. 
Another interesting field of research that has already been highlighted by Coviello 
and McAuley (1999) in their review is the analysis of networks. This dissertation has 
not dealt with SME networks but advises future studies to analyze the network capa-
bility within the wider context of dynamic capabilities and processes of the interna-
tionalizing small firm. As Torkelli et al. (2012) pointed out it would be interesting to 
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research the interplay of network competences and entrepreneurial orientation or 
other strategic orientations. There surely exist boundary conditions that delimit the 
benefit of competences and capabilities. 

Third, from a theoretical point of view, this field of research could be well advanced 
by integrating theories and digging deep into their common foundations. However, 
there is a difference between integrating and combining complimentary theories and 
creating a theoretical patchwork. Future research should aim to advance theory de-
velopment, question the underlying models and find parallels. Many authors claim 
that both the research on SME internationalization and the international entrepre-
neurship discipline lack a unifying framework, but we showed that several attempts 
have been made towards closing this gap. A promising avenue is the combination of 
international business with entrepreneurship theories (Jones and Coviello 2005; 
Jones, Coviello and Tang 2011). Within this context, it would be desirable to further 
develop and maybe even empirically test an overall model of SME internationaliza-
tion. Since the overall internationalization model introduced in this dissertation served 
the primary function of structuring this doctoral thesis and relating the respective pa-
pers, we call for empirical studies focussing exclusively on this regard. Past studies 
have tended to have a narrow focus and look at specific parts of the overall process. 
However, we think that the specific results from the last years can be assembled and 
a bigger picture can be derived in order to advance the knowledge on the holistic 
process of SME internationalization. 

Fourth, several possible research questions regarding SME internationalization re-
main unanswered. Although research has progressed far in analyzing and describing 
different types of firms and different combinations of structures and processes (Miller 
and Friesen 1982; Karagozoglu and Brown 1988; Covin 1991), knowledge is lacking 
on how exactly smaller firms coordinate and change their organizational design dur-
ing the internationalization process. One possible way to approach this research goal 
is the contingency analysis of organizational dimensions. Future research could try to 
develop typologies of successful combinations of internationalization patterns and 
coordination dimensions. Also the advancement of strategic types of international 
SMEs and their performance consequences seems promising (Hagen et al. 2012). A 
very interesting and promising approach would be to combine the internationalization 
patterns, organizational dimensions and performance into contingency or fit models. 
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H. Appendix 
 

1. Latent Class Analysis: An Alternative Approach towards 
Internationalization Patterns 

The present study used a latent class approach to address the debate concerning 
internationalization patterns among SMEs. As noted in the study, researchers inter-
ested in examining internationalization patterns have commonly classified firms into 
groups, i.e. patterns, based on cut-off scores. Despite the usefulness of the results 
provided by those studies, there are important measurement and conceptual prob-
lems attached to estimating internationalization patterns via classifying the firms 
based on arbitrary thresholds. The results may not be comparable at best or impose 
differences between firms that are not meaningful at worst. 

The appropriate method that deals with such classification problems is the Latent 
Class Analysis (LCA). The LCA is conceptually similar to cluster analysis since it 
identifies latent groups based on observed response patterns (McCutcheon 1987; 
Nylund et al. 2007). The LCA is understood as a mixture modelling technique that 
aims to identify meaningful groups of firms that are similar in their responses to cer-
tain variables (Nylund, Asparouhov and Muthén 2007). More generally, it is a multi-
variate approach that assumes the existence of an underlying categorical latent vari-
able that determines a firm’s class membership (Nylund et al. 2007).  

The usage of LCA offers several benefits, especially as compared to traditional hierar-
chical cluster analysis. (1) LCA models are probabilistic and can hence be re-tested with 
an independent sample (Nylund et al. 2007). (2) LCA models provide model fit indices. 
These statistical indices can be used to asses model fit and to decide on the number of 
latent classes (Nylund, Asparouhov and Muthén 2007). (3) The LCA allows the inclusion 
of both predictor and outcome variables (Nylund et al. 2007). (4) The LCA can be used 
for exploratory and confirmatory purposes (McCutcheon 1987). (5) LCA models can be 
based on categorical and continuous indicators (Vermunt and Magidson 2002). 

As showed in study 1, the LCA uses observed indicator variables to estimate the 
model parameters, i.e. the latent classes and the conditional probabilities. These pa-
rameters are estimated via an iterative maximum-likelihood-based procedure. The 
aim of this procedure is to maximize the maximum-likelihood (ML) function, i.e. to find 
the parameter estimates that maximize the loglikelihood value. This value is a meas-
ure of the data’s probability to fit to the specified model (Geiser 2010). To find the ML 
estimates Mplus uses the expectation-maximization (EM) algorithm usually in combi-
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nation with the Fisher-Scoring, Newton-Raphson or Quasi-Newton algorithm. 
Whereas the EM algorithm is generally said to be most efficient when estimates are 
rather far from the optimum, the other algorithms are preferred for accelerated con-
vergence (Vermunt and Magidson 2002). Being iterative algorithms, the procedures 
commence with a set of starting values and proceed with a series of steps until a 
specified convergence criterion is reached (McCutcheon 2002). That means that 
each additional iteration results in such a marginal change that the algorithm stops.  

However, there is one complication that often occurs with LCA models. The ML algo-
rithms can converge to a local maximum instead of the global, i.e. true, maximum of 
the likelihood function (McCutcheon 2002). That means that the procedure may re-
sult in the wrong parameter estimates because of local maxima. Hence, it is neces-
sary to repeat the procedure with different starting values (McCutcheon 2002; 
Vermunt and Magidson 2002; Geiser 2010). We followed the advice of Geiser (2010) 
to raise the default starting values and iterations in Mplus and used 5000 sets of 
starting values with 200 iterations each. 

After calculating several LCA models, the researcher has to decide on the number of 
classes. Currently researchers use a combination of statistical criteria and indices to 
evaluate the LCA models and decide on the number of latent classes. Most often 
used are information criteria such as the AIC (Akaike 1987) and BIC (Schwarz 1978). 
Another important criterion is the theoretical fit or the agreement with theory (Nylund, 
Asparouhov and Muthén 2007). While many textbooks advise on the primary usage 
of the BIC (Hagenaars and McCutcheon 2002; Magidson and Vermunt 2004), simu-
lation studies showed that other criteria such as the LMR provide a useful tool for 
class enumeration (Lo, Mendell and Rubin 2001; Tofighi and Enders 2007). The LMR 
as well as the VLMR is a likelihood ratio test that compares nested latent class mod-
els. Although LCA models with different numbers of latent classes are considered 
nested models, the Chi-square difference test, i.e. the likelihood ratio test, is not ap-
plicable (Nylund, Asparouhov and Muthén 2007). Hence, Lo, Mendell and Rubin 
(2001) used an approximation based on the early work of Vuong (1989) and pro-
posed the VLMR and the LMR as test statistics. The tests compare the improvement 
in model fit between two latent class models (i.e. they compare the k + 1 and the k 
class models with each other) and provide a p-value that determines if there is a sta-
tistically significant improvement in fit for the inclusion of one more class (Nylund, 
Asparouhov and Muthén 2007). Usually, researchers are required to use a combina-
tion of statistical measures supplemented by a theoretical evaluation of the latent 
classes. 
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3. Major Stimuli for Mode Change 

For study 1 we used the 15 stimuli for mode change that Calof and Beamish (1995) 
identified during informal interviews. For our questionnaire measurement we em-
ployed the exact same items (see Table H–1). Moreover, we asked the executives to 
name up to three of the most important stimuli and also to rate the 15 stimuli on a 
scale. The perceived importance can be viewed in Table H–1.  

Increase of modes Reduction of modes 
One-
step 

Two-
step 

Total  One-
step 

Two- 
step 

Total 

59 (16) 38 (15) 97 (16) Performance 67 (30) 24 (27) 91 (29) 
30 11 41 1. Continual good (poor) performance made it clear  

to us that a change of mode was necessary. 
49 18 67 

24 25 49 2. In view of our development, the mode change  
was the next logical step in successful market development. 

4 1 5 

5 2 7 3. The mode was simply not holding its  
own within our overall operations.  

14 5 19 

200 (54) 132 (53) 332 (54) Internal environment 90 (40) 31 (35) 121 (39) 
   Strategy    

9 15 24 4. We wanted to diversify (reduce)  
products/markets. 

3 1 4 

59 34 93 5. A change was needed if we were to realize  
our growth objectives/reduce costs of operations. 

13 8 21 

67 45 112 6. We made a strategic decision that the foreign market 
is more (less) important in the future. 

14 5 19 

   Resources    
21 15 36 7. It was the decision to integrate more (less) resources  

because of good (bad) business in the past. 
18 8 26 

37 20 57 8. It was more efficient to serve the market  
in a new way. 

36 4 40 

7 3 10 9. New management had a different idea than old management 
about importance of (particular) international business. 

6 5 11 

36 (10) 32 (13) 68 (11) External environment 47 (21) 31 (35) 78 (25) 
4 3 7 10. The contractual situation  

has changed. 
6 6 12 

2 9 11 11. Regulations/norms in the market  
have changed. 

19 7 26 

18 8 26 12. Development of demand was more/less  
than we thought before. 

22 14 36 

12 12 24 13. We were asked to buy (sell) a business  
(in the sense of an opportunity). 

-- 4 4 

72 (20) 46 (19) 118 (19) Attitudes 20 (9) 3 (3) 23 (7) 
16 10 26 14. Over time, we became more comfortable operating within the  

market and felt that a change in mode was now appropriate. 
13 1 14 

56 36 92 15. We changed the mode because we  
had a greater (lower) commitment to the market. 

7 2 9 

367 
(100) 

248 
(100) 

615 
(100) 

Total 224 
(100) 

89 
(100) 

313 
(100) 

Note: Respondents stated the three most important variables for the change decision out of the list (% in brackets). 

Table H–1: Major Stimuli for Mode Change 

Source:   Own creation. 

To check for multicollinearity of the measures, we considered the VIF values and the 
correlations between the indices. Since all values are found to be below the common 
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thresholds, multicollinearity is assumed not to be a serious problem within the pre-
sent data (see Table H–2). 

Variables 1. 2. 3. 4. 5. 6. 7. 8. 9. 

1. Performance  1.00           
2. Internal environment  0.29 ** 1.00         
3. External environment  0.10  -0.15 ** 1.00        
4. Attitudes 0.09  0.37 ** -0.21 ** 1.00       
5. Firms age -0.03  0.05  0.15 ** 0.15 ** 1.00      
6. Firms size 0.16 ** 0.22 ** -0.10  0.23 ** 0.21 ** 1.00     
7. Accum. of market knowledge 0.03  0.24 ** 0.09  0.10  0.19 ** 0.19 ** 1.00    
8. Combination of modes -0.10  -0.05  0.04 ** -0.17 ** -0.09  -0.47 ** -0.09  1.00   
9. Geographic distance -0.11 * 0.09  0.09  0.01  0.14 * 0.19 ** 0.08  0.04  1.00  
10. Competition intensity 0.06  0.32 ** 0.07  0.05  -0.04  0.03  0.13 * 0.06  0.20 ** 
* p < 0.05, ** p < 0.01, *** p < 0.001; others not significant;.N=320 

Table H–2: Correlation Matrix 

Source:   Own creation. 

 

4. Alternative Specification of International Entrepreneurial Orientation 

Different conceptualizations and operational specifications of IEO have been adver-
tised in the literature (composite measure vs. single dimensions, three vs. five con-
stituent dimensions etc.). We want to briefly elaborate why we chose the perspective 
that is followed in study 4. 

Rossiter (2002) argued: “For completely concrete constructs, one concrete item is all 
that is necessary. For abstract constructs, one concrete item for each constituent or 
first-order component is all that is necessary. The multiple items are used to cover the 
constituents or components parsimoniously.” (p. 321). Following Miller’s (1983) con-
ceptualization, we believe that IEO is an abstract construct that has several constitu-
ents (per definition). Miller (1983) stated: “the literature shows entrepreneurship to be a 
multidimensional concept comprising three dimensions: innovation, proactiveness, and 
risk taking (…). In general, theorists would not call a firm entrepreneurial if it changed 
its technology or product-line ("innovated" according to our terminology) simply by di-
rectly imitating competitors while refusing to take any risks. Some proactiveness would 
be essential as well. By the same token, risk-taking firms that are highly levered finan-
cially are not necessarily considered entrepreneurial. They must also engage in prod-
uct-market or technological innovation. Thus our focus upon the composite dimension 
is intuitively reasonable.” (p. 780). 

It is, hence, not a question of whether innovativeness, proactiveness and risk taking 
may vary independently, but whether they must (refer to Covin et al.’s 2006 excellent 
discussion of the dimensionality of the construct in the appendix of their paper). Eve-
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ryone would agree that the three dimensions exist as distinct constructs. Following 
Covin et al.’s (2006) logic, we argue that it is a conceptual question whether entre-
preneurial orientation is modelled based on single dimensions or based on a com-
posite measure. Although studies have shown that firms can score differently on the 
dimensions and the dimensions may vary independently, the dimensions correlate 
highly and entrepreneurial firms have been shown to score (rather) high on all three 
dimensions (Mostafa, Wheeler and Jones 2005). Hence, per definition, all three con-
stituents have to be given (to some extent) in order for a firm to be entrepreneurial. 
Modelling the dimensions individually would have a different conceptual meaning. 
Therefore, the definition and the conceptualization of the construct characterize its 
dimensionality. All in all, we think that there is a strong theoretical reason to follow 
the conceptualization of Miller (1983) and not to separate the construct. To contrast 
the two different measurement specifications, we present the reliability and validity 
indicators in Table H–3. 

Item ItTC 
(≥ 0.3) 

α  
(≥ 0.7) 

λ 
(CFA) 
(≥ 0.3) 

AVE  
(CFA)  
(≥ 0.5) 

CR 
(CFA) 
(≥ 0.7) 

Operationali- 
zation 
source 

International entrepreneurial orientation 
Risk taking1  0.719  0.570 0.725 Own measure 

based 
Miller and Friesen 
(1982), Covin and 

Slevin (1989) 

When chances and risks are equally distributed
in international decision making situations, we 
refrain from the project (reverse coded) 

0.561 

 

0.686   

We have a proclivity to high risk over low risk 
projects  

0.561 
 

0.819   

Innovativeness1  0.655  0.357 0.677 Own measure 
based  

Covin and Slevin 
(1989) 

Technology is our special strength 0.525  0.646   
Flexibility and customer focus are important to 
us 

0.364 
 

0.449   

We focus on the development of new products 
and innovations 

0.474 
 

0.633   

The enforcement of unconventional ideas and 
the acceptance of creative thinkers are impor-
tant to us 

0.395  0.577   

Proactiveness1  0.723  0.452 0.748 Own measure 
based on Knight 

and Cavusgil 
(2004) 

We are proactively growth and profit oriented 0.544  0.580   
We act based on the belief that our firm’s future
lies in international markets 

0.565 
 

0.712   

We actively encourage the international orien-
tation of our employees 

0.553 
 

0.770   

We consistently trust in our own strengths 0.413  0.448   
1 Measured with seven-point Likert-type scales: To what extend do you agree to the following statements? Please 
answer on a scale between 1=completely disagree and 7= completely agree. 

Table H–3: Alternative Specification and Measurement of IEO 

Source:   Own creation. 

Following the conceptualization of Miller (1983), there are two major possibilities of 
how to model IEO:  
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(1) The first option is to model IEO as a composite construct consisting of ten items. 
The results of the mediation and the reciprocal models can be seen in Table H–4. 

(2) The second option is to model IEO as a composite construct on the three sub-
dimensions innovativeness, proactiveness and risk taking. Since the AVE is below 
common cut-off values in our study, we considered the dimensionality of the con-
struct and followed recent studies on entrepreneurial orientation by representing the 
construct with three parcels instead of the ten items. Hence, we created three indices 
by averaging the two items on risk taking, the four items on innovativeness and the 
four items on proactiveness (Moreno and Casillas 2008; Ripollés, Blesa and 
Monferrer 2012). Thereby we followed recent studies on entrepreneurial orientation 
(Moreno and Casillas 2008; Ripollés, Blesa and Monferrer 2012) and used item par-
celing in order to model international entrepreneurial orientation and account for the 
different facets of IEO and also improve model fit. Item parceling involves “summing 
or averaging item scores from two or more items and using these parcel scores in 
place of the item scores” (Bandalos 2002, p. 78). 

 Model 1 Model 2 
Paths Indirect effects model Reciprocal model 
IEO  Performance 0.277 *** 0.232 *** 
Scanning  IEO 0.284 *** 0.499 *** 
Planning  IEO 0.497 *** 0.352 ** 
IEO  Scanning   0.346 *** 
IEO  Planning   0.752 *** 
Instrumental Variables      
Foreign market reporting  Scanning   0.479 *** 
Foreign market controlling  Planning   0.272 *** 
Geographic distance  IEO   0.243 *** 
Controls     
Firm size 0.085 ns 0.091 ns 
Model fit     
 χ² 1019.087 *** 1812.166 *** 
 df 223  448  
 RMSEA 0.077  0.071  
 CFI 0.865  0.858  
Model indirect     
Scanning  IEO  Performance 0.079 ** 0.116 ** 
Planning  IEO  Performance 0.137 *** 0.082 * 
Note: Standardized estimates shown. * p ≤ 0.05, ** p ≤ 0.01, *** p ≤ 0.001, ns = not significant. 

Table H–4: Competing Reciprocal Models with Alternative IEO Specification 

Source:   Own creation. 

To our understanding both solutions lead to similar results and the same structural 
relationships, but differ in the presentation. We implemented the second option in 
study 4 because it is based on Miller’s conceptualization, follows recent trends in lit-
erature, takes account of the AVE value and also improves model fit.  
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5. Endogeneity, non-recursive SEM and Instrumental Variables 

A major problem in model specification, estimation and interpretation is the potential 
inconsistency of parameter estimates. Ensuring the consistency of estimates is es-
pecially important when trying to make causal claims based on non-experimental 
data. According to Antonakis et al. (2010) there are several threats to validity endan-
gering consistent estimation. Major threats to validity are omitting variables from the 
model (i.e. omitting important regressors, but also omitting fixed effects, etc.), omitted 
selection, reciprocity, measurement error, common-method variance, inconsistent 
inference and model misspecification. Hence, proper model estimation is hindered by 
endogeneity which means that the effect of the independent variable on the depend-
ent cannot be interpreted because of the named causes. 

We considered the potential endogeneity in study 4 in that we took into account the 
threats of (1) the model misspecification that may result because the correlation be-
tween the disturbance terms of the endogenous constructs is not modelled and (2) 
the reciprocity, or simultaneity as Antonakis et al. (2010) called it. 

Having proposed a mediation model in study 4, we need to acknowledge that IEO 
and international performance are two endogenous constructs. As Antonakis et al. 
(2010) describe in their paper a common mistake in management research is the es-
timation of SEM without correlating the disturbance terms of the two endogenous 
constructs. Without error correlation the model suggests that “there is no ‘common 
shock’ that might predict x and y, which is unmeasured and not accounted for in the 
model” (Antonakis et al. 2010, p. 1102). In order to receive consistent and unbiased 
estimates, we include the correlation into our model. 

In order to meet the second potential threat, we included three latent instrumental 
constructs into our model, since every endogenous variable (latent construct in our 
case) needs at least one instrument (Bollen 1996). According to Kline (2011a) an 
instrument has to have a direct effect on the “problematic” causal variable and at the 
same time no direct effect on the criterion (p. 156). But Kline also emphasizes that 
both conditions have to be given by theory not by statistical calculations. In our case, 
we have reason to assume that the relevance of foreign market reporting is an ante-
cedent of scanning processes that has no direct effect on internal performance. Simi-
larly, foreign market controlling influence planning processes but do not impact interna-
tional performance in a direct way. The perceived psychic distance to overseas mar-
kets is an important determinant of the international entrepreneurial orientation (Dichtl, 
Koeglmayr and Mueller 1990), but has no direct performance consequences. Further-
more, the instrument may be exogenous as well as endogenous, although exoge-
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nous instruments are preferred because they do not correlate with any of the distur-
bance terms (Antonakis et al. 2010; Kline 2011a).  

 

6. Alternative Specification of International Performance 

Performance is a multidimensional construct and several studies have addressed 
that IEO may have different effects on different aspects of performance.  

 Model 1 Model 2 Model 3 Model 4 
Paths Financial perform-

ance1 
Satisfaction  

(single item)2 
Target approach 

(single item)3 
Foreign sales 
(single item)4 

IEO  Performance 0.258 *** 0.172 ** 0.623 *** 0.172 ** 
Scanning  IEO 0.304 *** 0.312 *** 0.287 *** 0.311 *** 
Planning  IEO 0.529 *** 0.523 *** 0.548 *** 0.524 *** 
Controls         
Firm size 0.087 ns 0.147 ** 0.107 ** 0.007 ns 
Model fit         
 χ² 269.213 *** 223.952 *** 240.902 *** 218.935 *** 
 df 97  71  71  71  
 RMSEA 0.054  0.060  0.063  0.059  
 CFI 0.962  0.961  0.958  0.962  
Model indirect         
Scanning  IEO  Performance 0.079 ** 0.053 * 0.179 *** 0.053 * 
Planning  IEO  Performance 0.137 *** 0.090 * 0.342 *** 0.090 ** 
Note: Standardized estimates shown. 
* p ≤ 0.05, ** p ≤ 0.01, *** p ≤ 0.001, ns = not significant. 
1 Three items on perceived financial international performance as it is shown in the manuscript. 
2 Single item on the overall satisfaction with regards to the international performance (Likert-type). 
3 Index comprised of the evaluation of several financial and non-financial international goals/targets and the corre-
sponding degree of achievement of these goals.  
4 Absolute number as provided by the SME manager. 

Table H–5: Competing Mediation Models with Alternative Performance Measures 

Source:   Own creation. 

In order to explore the influence of IEO on different measures of international per-
formance, we display the models with different performance measurement in Tables 
H–5 and H–6. Since it could be argued that IEO is mainly influential to the financial 
performance of a firm, we chose to focus on this aspect of international performance 
in study 4. Rauch et al. (2009) stated: “The conceptual argument of the EO–
performance relationship focuses mainly on financial aspects of performance. Busi-
nesses with high EO can target premium market segments, charge high prices and 
“skim” the market ahead of competitors, which should provide them with larger profits 
and allow them to expand faster (Zahra and Covin 1995). The relationship between 
the EO construct and nonfinancial goals, such as increasing the satisfaction of the 
owner of the firm, is less straightforward. We argue that there is little direct effect of 
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EO on nonfinancial goals because this relationship is tenous.” (p. 765). However, to 
access the influence of IEO on different measures of international performance, we 
provide additional computations (see Tables H–5 and H–6). 

 Model 1 Model 2 Model 3 Model 4 
Paths Financial per-

formance1 
Satisfaction  

(single item)2 
Target approach 

(single item)3 
Foreign sales 
(single item)4 

IEO  Performance 0.139 ** 0.122 * 0.516 *** 0.126 ** 
Scanning  IEO 0.421 *** 0.387 *** 0.301 *** 0.404 *** 
Planning  IEO 0.481 *** 0.494 *** 0.537 *** 0.478 *** 
IEO  Scanning 0.486 *** 0.494 *** 0.508 *** 0.493 *** 
IEO  Planning 0.330 *** 0.482 *** 0.474 *** 0.482 *** 
Instrumental Variables          
Foreign market reporting  Scanning 0.330 *** 0.329 *** 0.334 *** 0.330 *** 
Foreign market controlling  Planning 0.405 *** 0.416 *** 0.444 *** 0.416 *** 
Geographic distance  IEO 0.384 *** 0.387 *** 0.379 *** 0.387 *** 
Controls         
Firm size 0.103 * 0.159 ** 0.108 ** 0.014 ns 
Model fit         
 χ² 824.058 *** 788.389 *** 812.344 *** 758.178 *** 
 df 260  217  217  217  
 RMSEA 0.060  0.066  0.067  0.064  
 CFI 0.930  0.923  0.922  0.927  
Model indirect         
Scanning  IEO  Performance 0.058 * 0.047 * 0.155 *** 0.051 ** 
Planning  IEO  Performance 0.067 * 0.060 * 0.277 *** 0.060 ** 
Note: Standardized estimates shown. 
* p ≤ 0.05, ** p ≤ 0.01, *** p ≤ 0.001, ns = not significant. 
1 Three items on perceived financial international performance as it is shown in the manuscript. 
2 Single item on the overall satisfaction with regards to the international performance (Likert-type). 
3 Index comprised of the evaluation of several financial and non-financial international goals/targets and the corre-
sponding degree of achievement of these goals.  
4 Absolute number as provided by the SME manager. 

Table H–6: Competing Reciprocal Models with different international Performance Measures 

Source:  Own creation. 

 

7. Conceptual Remarks regarding Moderation 

In the course of developing study 4, we often discussed the nature of the relationship 
between processes, IEO and international performance. One question that has often 
been raised was whether moderation would be an option. While we agree that it is 
very likely to find a theoretical framework and empirical evidence for a moderated 
perspective (Rauch et al. 2009 discussed several possible moderators in their meta 
analysis), we did not pursue the moderated perspective out of the following reasons: 

We believe that it is an essential conceptual question whether the relationship is as-
sumed to be moderated or mediated. Baron and Kenny (1986) argued that “(a) the 
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moderator function of third variables, which partitions a focal independent variable 
into subgroups that establish its domains of maximal effectiveness in regard to a 
given dependent variable, (b) the mediator function of a third variable, which repre-
sents the generative mechanism through which the focal independent variable is able 
to influence the dependent variable of interest.” (p. 1173) 

In our case the quote by Baron and Kenny would imply the following: (a) Moderation: 
Either scanning and planning processes contribute to a firm’s international financial 
performance when IEO is high, or IEO contributes to firm performance in interna-
tional markets when scanning and planning processes are implemented. These 
moderated relationships show that certain circumstances can affect the direction or 
strength of a relationship. The moderator is capable of changing or magnifying a rela-
tionship. (b) Mediation: Scanning and planning contribute to a firm’s international fi-
nancial performance because of the IEO. There are two causal effects: a) scanning 
and planning processes affect IEO and b) IEO affects international performance. 
Hence, the mediator explains the process through which an independent variable is 
thought to impact a dependent variable (Iacobucci, Saldanha and Deng 2007). 

As we argued in study 4, we expect that scanning and planning are processes that 
contribute to a small firm’s knowledge development and learning. Since these proc-
esses are potentially transferrable, we argue that the processes need to be trans-
formed through the IEO of the small firms in order to create and sustain competitive 
advantage. Since we aimed at explaining the transformation process in the paper, we 
pursued the mediation perspective. Furthermore, we build our perspective on Maka-
dok (2001). In his conceptual distinction of the resource-picking and the capability-
building mechanism, Makadok pointed out that the timing of the mechanisms is the 
main distinction. He further argues that “(…) capability-building only creates eco-
nomic profit if a firm is successful at acquiring other resources on which the capability 
in question can exert its productivity-enhancing influence” (p. 389). Hence, economic 
profit is created after the acquisition of the resource. The capability-building process 
is hence best described by mediation, since “Mediation involves a third variable (m) 
that represents a temporal step between X and Y in a causal chain” (Hopwood 2007, 
p. 263). Although moderation suits the idea of enhancing the productivity of the re-
sources, it is not capable of making a distinction between the timing. In moderation 
there is an interaction of the two independent variables which does not allow causal 
or temporal claims. Providing a similar understanding of capabilities, Yeoh and Roth 
(1999) modelled (dynamic) capabilities as mediator in the resource-performance rela-
tionship. Because of the given reasons, we believe that mediation is the appropriate 
approach to model the causal relationship. 
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