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Abstract 

 
As barriers to globalization continue to fade, competing globally is not an 

option, but an economic imperative. While internet allow even the smallest firm’s 
access to customers, suppliers, and collaborators around the world, it is also believed 
that e-commerce capabilities are likely to become influential to determining 
developing country producers' export success. The purpose of this study is "To gain 
better understanding on internationalization processes of Iranian SMEs with a special 
focus on the e-commerce”. It has been done through a quantitative study by 
performing a survey containing 120 questionnaires. Categorization of firms based on 
their age and export involvement have yield to describe the internationalization 
process of Iranian SMEs in a clearer sense in terms of some attributes. The findings 
show the great emergent of Born Globals among Iranian SMEs although their 
internationalization processes are more likely same as predictions of traditional 
models. Also the results of this study conforms the contribution between e-commerce 
and some of the internationalization process attributes.  

Key Words: Small and medium sized enterprises, Internationalization process, 
Ecommerce, Born-global. 
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Chapter 1 

Introduction and Research Problem 
 

1. Introduction and research problem 

In this chapter an overview of the thesis will be presented. This includes a 
brief introduction to the research area, presentation of the main definitions and 
adopting ones, a short background on SMEs internationalization process and e-
commerce, and finally problem discussion that will result in the statement of research 
questions of the study. Delimitations have come as the last usual part in this chapter. 

1.1 Introduction 

As barriers to globalization continue to fade, while technological advances in 
production, transportation, and telecommunications –especially internet allow even 
the smallest firms access to customers, suppliers, and collaborators around the world, 
each country should realize that competing globally is not an option, but an economic 
imperative (Rutashobya and Jaensson, 2004).  

From developing countries view point (Rutashobya and Jaensson, 2004) 
findings shows a positive relationship between export expansion and economic 
growth. International organizations such as UNIDO (United Nations Industrial 
Development Organization) and UNDP (United Nations Development Program) 
recommend this integration into the global economy through economic liberalization, 
deregulation and democratization as the best way to overcome poverty and inequality. 
Realization of these objectives depends to a large extent upon the development of a 
private sector, in which SMEs play a central part (Hubner, 2000). 

Due to the proven role of SMEs in economic development and the growing 
share of developing countries in world trade, relatively few studies have examined the 
processes and patterns that explain how SMEs in developing countries increase their 
international involvement over time (Coviello and McAuley, 1999). 

It is also believed that advanced e-commerce capabilities could enable 
developing country producers to pursue more lucrative and diversified commercial 
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activities, and it also holds out the promise of enhanced access to the global 
marketplace (Panagariya, 2000). According to Panagarya (2000), e-commerce 
capabilities are likely to become influential to determining developing country 
producers' export success. E-commerce could play an instrumental role in establishing 
and sustaining global linkages and in so doing, provide a lever for linking in to export 
markets. E-commerce cuts the cost of communication and information flow, and 
facilitates seamless treading across borders. 

Based on the discussion so far and due to the lack of empirical studies on 
implication of using e-commerce on an international basis, this area is selected for 
further investigation in this research.  

1.2 Definitions 

1.2.1 Definition and Characteristics of SMEs  

Quantitative criteria are highly applicable among researchers for identifying 
SMEs. From this point of view, SME refer to companies in all sectors as long as a 
given size threshold is not exceeded. Economists propose indicators, such as profits, 
invested capital, balance-sheet total, earnings, total capital, equity, market position, 
production and sales volume, number of employees and turnover. Due to the 
simplicity, compatibility, and practical application, ‘number of employees’ and 
‘turnovers’ are recommended as the most appropriate quantitative criteria. 

In 1996, the European Union (EU) set the following ranked criteria for 
defining the SMEs: 1) less than 250 workers, 2) a maximum of 40 million euros 
annual turnover, 3) a maximum 27 million euros annual balance-sheet total, 4) 
minimum of 75% of company assets owned by company management, and 5) owner 
managers or their families manage the company personally. These limit figures differ 
from country to country. 

In order to clarify the strategic role of SMEs in global economies it is 
important to distinguish their inherent characteristics. Organizational structure in 
SMEs is organic compared to a more bureaucratic structure in large firms (Rao et al., 
2003). According to Rao et al. (2003), SMEs are characterized by an absence of 
standardization and formal working relationships, usually have a flat organizational 
structure, and staff development is limited. These characteristics make SMEs more 
flexible to environmental changes and research has found that small firms are 
perceived of as being significantly more "flexible" than large firms. 

1.2.2 Internationalization Definition 

Internationalization is a continuous process of choice between policies which 
differ maybe only marginally from the status quo. It is perhaps best conceptualized in 
terms of the learning curve theory. Certain stimuli induce a firm to move to a higher 
export stage, the experience (or learning) that is gained then alters the firm’s 
perceptions, expectations and indeed managerial capacity and competence; and new 
stimuli then induce the firm to move to the next higher export stage, and so on 
(Cunningham and Homse, 1982) 
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The term “internationalization” is ambiguous, and definitions vary in the 
scope of phenomena they include. Welch and Luostarinen (1988) define 
internationalization as “the process of increasing involvement in international 
operations”.  Having put forward this definition they emphasize that once a company 
is involved in international activity, there is no inevitability about its continuance, 
because evidence shows that ‘de-internationalization’ can occur at any stage of 
development. De-internationalization happens when a firm has to reduce its 
international sales or withdraw from the international market. Later Beamish et al. 
(1990) suggested a new definition to cover the prior definition and findings; they 
defined internationalization as the process by which firms both increase their 
awareness of the direct and indirect influences of international transactions on their 
future, and establish and conduct transactions with other countries. Five years later, 
Calof and Beamish (1995) defined internationalization as “the process of adapting 
firms’ operations (strategy, structure, resource, etc.) to international environments”; 
their definition also includes the phenomenon of de-internationalization. Beyond these 
definitions, Kutschker and Bäurle (1997) give a more holistic explanation and look at 
the degree of internationalization with help from three dimensions. These are the 
number and geographic distance of the foreign markets entered the amount of 
activities that is carried out in the different markets, e.g. sales, distribution, 
organization, production etc, and the degree of integration of these activities. 

1.2.2.1 Born Gobals phenomenon and definition 

New empirical studies of the export behavior of firms have challenged many 
findings of actual export behavior reported in the traditional internationalization 
literature. It has been demonstrated that many firms now do not develop in 
incremental stages with respect to their international activities. Firms are often 
reported to start international activities right from their birth, to enter very distant 
markets right away, to enter multiple countries at once, etc (Rasmussen and Madsen, 
2002). Such firms have been labeled Born Globals. 

Since the research aria is new there do not exist any common definition of 
what constitutes born globals. However some definitions are more recognized than 
others are: Oviatt & Mcdougall (1993) describe born globals as “business 
organizations that, from inception, seek competitive advantage from the use of 
resources and the sale of outputs in multiple countries.” Thus the rapidity and 
intensity of the internationalization are the two key parameters. Two other recognized 
researchers on the subject, Madsen & Servais (1997) describe Born Globals as firms 
that “adopt an international or even global approach right from their birth or very 
shortly thereafter.” A more exact definition is made by Knight & cavisgill (1996). 
They state that born globals are firms that have reached a share of foreign of at least 
25% after having started export activities within three years after their birth. The two 
key elements in this definition are the significant export involvement and the presence 
of only a short period of time from start-up until export. Knight (1997) used as criteria 
in his study: more than 25 percent of sales from exporting, and firm establishment 
after 1977. Later, Moen (2002) used the same principle in his study; where Born 
Global firms were identified as having export sales higher than 25 percent and an 
establishment date post-1990.  
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The literature reveals considerable differences of opinion on how quickly and 
how widely a firm must internationalize for it to be recognized as a born global. To be 
considered a born global, maximum times for the firm’s internationalization debut 
range from within two years of inception (McKinsey and Co., 1994), to six years 
(Shaker et al., 2000), to seven years (Vijay et al., 1992), to eight years (McDougall et 
al., 1994).This diversity suggests that the definitional boundary for born globals is a 
matter of degree more than a generic absolute. 

In addition, there is no consensus in the literature on the proportion of total 
sales that are exported (export intensity) for born globals. As cited before, Knight and 
Cavusgil (1996) find that born globals export at least 25% of their production within a 
few years of their formation, but McKinsey and Co., (1994) find 75% export intensity 
within two years of inception. 

1.2.3 E-Commerce Definition  

Electronic commerce involves the undertaking of normal commercial 
government, or personal activities by means of computers and telecommunications 
networks; and includes a wide variety of activities involving the exchange of 
information, data or value-based exchanges between two or more parties (Chan and 
Swatman, 1999).  

One of the most common definitions of the concept is: “the buying and selling 
of products and services over the Internet or other electronic networks” (Mougayar, 
1998).  

Although the Internet is now at the forefront of discussions relating to 
electronic commerce, the definition should not be confined to business transactions 
over the Internet (Mesenbourg, 1999). There are some other researchers who defined 
e-commerce as a subset of e-business activities that take the financial activities of the 
business and its related information, as Khalifa (2003) define e-commerce: “Sharing 
business information, maintaining business relationships and performing business 
transactions by electronic means.” 

According to OECD (2001), e-commerce transactions definition is the sale or 
purchase of goods or services, conducted over computer mediated networks; The 
goods and services are ordered over those networks, but the payment and the ultimate 
delivery of the good or service may be conducted on or off-line. 

1.2.4 Operational Definitions  

1.2.4.1 Internationalization 

In this study, we adopt definition suggested by Beamish et al. (1990) because 
it implies not only the evolutionary nature of internationalization but also recognizes 
both behavioral and economic components of internationalization and allows for both 
inward and outward international activities. Finally, it implies that relationships 
established through international transaction influence the firms’ growth and 
expansion to other countries (Luostarinen, 1994).  
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On the other hand, since “internationalization of firms is a multidimensional 
concept” (Luostarinen, 1994, p.12) and consists of different features, and also 
regarding Iranian SMEs internationalization characteristics, we narrow the definition 
above with respect to one of the entry modes which is exporting. Therefore other 
types of entry modes such as licensing, foreign investment and etc, are excluded from 
above definition. 

1.2.4.2 Small and Medium Sized Enterprises in Iran 

Since 1995, when the first "economic development plan" was launched in 
Iran, industries were divided in two groups: small firms and large industries; While 
small firm were private and the large firms belong to the government and defined as 
enterprises with more than 500 employees (according to the development plan). 

With respect to the lack of information about the small and medium sized 
firms and the problems of accessibility to the correct data and regarding to definitions 
of SME in this study we limited the factors to the "number of employees" meanwhile, 
regarding to lack of definition for medium sized firms we define maximum 250 
employees as the upper limit for medium sized enterprises. 

1.2.4.3 E-commerce Definition 

Due to the lack of electronic payment in Iran (except by the means of some 
few credit card companies), most of the firms use internet and their web sites only as 
a brochure to share information with their customers. Therefore in this study we adopt 
the following definition according to Khalifa (2003) and OECD (2001) definitions: 

 “Sharing business information, maintaining business relationships and 
performing business transactions by electronic means such as email or website; the 
payment and the ultimate delivery of the good or service may be conducted on or off-
line.” 

1.2.4.4 Born Global definition 

Since the interest in this study is to examine any attributes that are saliently 
distinctive of born-gobal firm, the least ambiguous definition which was used by 
Knight (1997) and Moen (2002) has been adopted. Through this study, Born Globals 
has been recognized as only those firms that have export sales higher than 25 percent 
and an establishment date post 1999 (within seven years of inception). 

1.3 Internationalization of SMEs  

Much of the literature on the internationalization of the firm has focused on 
multinational enterprises (MNEs) (Andersson et al., 2004). More recently, scholars 
have begun examining the internationalization processes of SMEs. From a theoretical 
point of view, SMEs have certain advantages over large enterprises, in that they are 
able to more easily overcome governance problems and have the advantage of 
flexibility (McIntyre, 2002). However, SMEs also face certain disadvantages to large 
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enterprises, which may inhibit their success in the local market as well as discourage 
them from pursuing international opportunities. 

Obviously, a major impediment to SME expansion, in comparison to large 
firms, is lack of resources. Size has been viewed as an obstacle to the 
internationalization of small firms, as well as the size of the host country (Berkema 
and Vermeulen, 1998). Also because of lack of resources, SMEs do not approach 
internationalization in a systematic fashion and do not possess formal strategies (Bell 
et al., 2004). 

However, lack of resources, firm size and market opportunity are not the only 
determinants of the internationalization success of SMEs. Small firms depend much 
on the abilities, knowledge and attitudes of those individuals in the firm responsible 
for international decisions. Some researchers such as (Knight and Cavusgil, 1996) 
point to the importance of the inter-national orientation of decision-makers.  

Manolova et al. (2002) studied the impact of international business skills, 
international orientation, environmental perceptions and demographics of SME 
managers and found that skills and environmental perceptions are among the most 
important criteria for successful internationalization. Thus, lack of resources in the 
form of physical capital, might not be such a hindrance if decision-makers of SMEs 
have a proactive view toward internationalization. More important are the knowl-
edge, skills, experience and networks of firms and the external environment, which 
form the strategic foundations of the firm. The development and coordination of 
knowledge inside the firm must be viewed as integral to its internationalization 
processes (Knudsen and Madsen, 2001). 

 1.4 E-commerce and the Internationalization  

The globalization of markets, growing interpenetration of economies, and 
increased interdependence of economic agents are reshaping the national and 
international competitive environments (Ghobadian and Gallear, 1996). Due to this, 
organizations may have to buy raw materials from one country, use finances from 
another country, procure human resources from yet another country, and sell the 
finished products wherever possible in order to achieve or sustain competitive 
advantage (Palvia, 1997). In reaction to this reality, businesses have invested heavily 
in IT, primarly to automate internal processes such as payroll, accounting, finance, 
human resources, and manufacturing. Also, the 1990s have witnessed the 
hypergrowth of the internet and internet technologies, which together are creating a 
global and cost-effective platform for businesses to communicate and conduct 
commerce.  

While electronic commerce is a far recent phenomenon, several authors have 
examined the factors influencing its adoption by organizations. For instance, Iacovou 
et al. (1995) identified three major determinants of EDI adoption: readiness, perceived 
benefits, and external pressure. In parallel, some authors have studied the adoption of 
electronic commerce by targeting specific categories of firms such as SMEs (e.g. 
Mehrtens et al., 2001) or by looking at particular electronic tools such as electronic 
procurement, collaboration tools and corporate websites (Osmonbekov et al., 2002). 
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However, very few empirical studies have addressed the implication of using 
electronic commerce on an international basis (Leger and Cassivi, 2003). Dou et al. 
(2002) highlights important website attributes that contribute to the performance of 
exports. Prasad et al. (2001) suggests that the integration of Internet technologies may 
increase market orientation, which contributes positively to export performance. 
Other authors, such as Kim (2003), examine the internationalization process of 
Internet companies. 

1.5 Research problem and research questions 

Due to the proven role of SMEs in economic development and the growing 
share of developing countries in world trade, relatively few studies have examined the 
processes and patterns that explain how SMEs in developing countries increase their 
international involvement over time. Also based on the lack of empirical studies on 
implication of using e-commerce on an international basis, this area is selected for 
further studies through formulation of research problem as follow:  

“To describe the internationalization process in Iranian SMEs with a 
special focus on the use of e-commerce” 

1.5.1 Internationalization theories 

A number of theories have attempted to explain why, when, where, and how 
firms engage themselves in international business. They range from economic to 
behavioral theories. Economic theories that have been used range from those that 
explain why trade takes place between nations to theories of the firm that explain the 
economic logic of going international. On the other hand behavioral theories have 
their roots in business administration, and they focus on the managerial decisions of 
the individual firm or the owner manager (Rutashobya and Jaensson, 2004). Also 
some authors studied the pattern or processes which were followed by different firms 
(e.g. INV, MNE). These internationalization process models serve different aspects of 
internationalization (e.g. Firm characteristics, environmental characteristic).  

However, the most frequently used model in the internationalization literature 
is the Uppsala model, which is the one we take to represent the traditional approach to 
internationalization. The underlying assumption of the Uppsala model is that as firms 
learn more about a specific market, they become more committed to it by investing 
more resources into that market. In this traditional view, firms make their export 
debut when they have a strong domestic market base. Also the choice of markets 
occurs in stages (Chetty and Compbell-Hunt, 2004). The firm chooses an incremental 
approach to internationalization because it lacks experiential knowledge and because 
the decision to internationalize is risky (Johanson and Vahlne, 1977). 

Traditional internationalization theories have been challenged as the impact of 
technological, social, and economic changes propel firms into international markets 
soon after the firms’ inception (Oviatt and McDougall 1997). Several studies 
(McDougall et al., 1994; Oviatt and McDougall 1997) confirm that firms are 
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internationalizing rapidly and that many are doing so soon after they are founded. We 
refer to these firms as “born globals.”  

The born-global view of internationalization offers a more substantive contrast 
to the stages model. This view holds that firms do not internationalize incrementally 
but enter international markets soon after the firms’ inception. Such firms may not 
even have sales in their domestic market (Vijay et al. 1992; Knight and Cavusgil 
1996; McKinsey and Co. 1994; Oviatt and McDougall 1997), thus contradicting the 
stages model, which posits that firms begin to export from a strong domestic market 
base.  

There are several reasons researchers argue that born globals are becoming 
more widespread. Madsen and Servais (1997) point to new market conditions; 
advances in technology in production, transportation, and communication; and the 
more sophisticated capabilities of the founders and entrepreneurs who establish born-
global firms. Oviatt and McDougall (1997) stress the role played by the increasingly 
global scope of cultural homogeneity, social change, and firm strategy. Environmental 
conditions such as changing industry and market conditions and the 
internationalization of industry competition create the ideal context for the born 
global firm to surface. The firm’s customers, which are themselves international, and 
the intense competition from imports in the firm’s domestic market compel the firms 
to conceive of their business in global terms from the outset (Oviatt and McDougall 
1997). Finally, the liberalization of trade and advances in technology in the areas of 
telecommunications, especially the Internet, provide firms with easy access to 
worldwide customers, distributors, network partners, and suppliers (McDougall et al. 
1993). 

Considering above theories and due to the lack of study on the process of 
internationalization of Iranian SMEs, the first research question of this study would be 
formulated as follow:  

RQ1: How can the internationalization process of Iranian SMEs be described? 

In order to have a clearer view of the first research question, we would cut it in 
to a sub-question by the mean of following logic: 

As would be discussed in chapter 3, we would recognize four groups of firms 
(according to Knight, 1997, classifying firms based on two criteria: their export 
involvement and the period of time from their start-up until export yields four groups 
of firms); Then with respect to the Uppsala and Born Global theories of 
internationalization and salient differences between them (which would be used as 
chosen factors to characterize the actual internationalization experience of firms, see 
chapter 2) we would investigate the possible difference between Internationalization 
processes of four groups of firms. So the main part of the first research question 
would be allocated to the bellow sub-question: 

“What is the difference between four groups of firms in terms of their 
Internationalization processes?” 
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1.5.2 E-Commerce and SMEs’ Internationalization 

Clearly, new information technologies (ICT) and the Internet, in particular are 
providing SMEs with new ways to conduct business and to exchange and 
communicate ideas and information (Weill and Vitale, 2001). These technologies 
enable such firms to improve their efficiency and develop new ways to coordinate 
their activities often in an international context (Fletcher et al., 2004). Many authors 
contend that the Internet offers SMEs an invaluable source for use in 
internationalization activities, as at a stroke they may have global reach via a website 
(Hamill, 1997).   

The effect of the Internet on company internationalization has yet to be 
scientifically explored. Quelch and Klein (1996) predicted that companies would 
become global marketers faster owing to the Internet’s low cost communications and 
ease of access to foreign consumers. Hamill (1997) is of similar mind, seeing 
improved communication and access as permitting SMEs to overcome many of the 
traditional barriers they faced in international marketing. Consequently, he expects 
Internet enabled companies to pursue international sales at earlier stages in their 
development. However, access to markets and customers is a double-edged sword. 
Sawnhey and Mandal (2000) argue that the Internet exposes companies to global 
competition from the beginning. This puts pressure on companies to consider/pursue 
international sales very early in their development. 

As the Internet becomes more international, the opportunities for foreign sales 
will increasingly become apparent. In light of the great potential seen for Internet 
enabled businesses, as well as the dearth of writing focusing on international business 
and marketing among SMEs, study in this area seemed merited.  

Based on the above discussion, the second purpose of this study is to find the 
contribution between e-commerce and internationalization. Since we are interested to 
classify the companies based on their e-commerce development, Rao and Metts 
(2003) proposed model have been used as a framework for this part. Their model 
describes the logical evolution of e-commerce based on a set of descriptors which 
would come in details in chapter two. 

With respect to e-commerce stage model (Rao and Metts, 2003) and the 
purpose of this study, we would like to find whether any significant and explainable 
difference between internationalization of Iranian SMEs who have developed their e-
commerce and others who haven’t exists.  

Therefore the formulation of the second research question would be: 

RQ2: What is the contribution between e-commerce and internationalization 
process of Iranian SMEs? 
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1.6 Delimitation 

The first limitation of this study is stated through selection of the problem 
area: “Internationalization process of Iranian SMEs”. The firms were delimited only 
to SMEs based on their proven role in economic situation of developing countries; 
also Iran has been chosen as the location of sampling due to the researcher closeness 
to Iranian firms. 

The second limitation is related to the definitions of SMEs, e-commerce, 
internationalization and Born Globals which have been adopted in this study.  

The third limitation is connected to the theoretical approaches adopted in this 
study and the underlying assumptions behind the research problem and the research 
questions. As discussed in this chapter, we have located this study in traditional 
versus born global approaches to internationalization and e-commerce stage model 
which places limits on the research. 

The forth limitation is about the number of questions in the questionnaire. To 
be able to get people to answer the questionnaire, the researcher had to limit the 
number of questions to 30, since more questions could act as a deterrent for the 
participants and lead to a lower response rate. 

There are other limitations related to time and finance which limit the number 
of samples. 
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Chapter 2 

Literature Review  
 

2. Literature Review 

The purpose of this chapter is to present our theoretical framework. Initially we will 
present motives of SMEs internationalization followed by theories regarding 
internationalization and applicability of two of them to our study. Furthermore, we 
will present the role of Internet and/or e-commerce on SMEs internationalization. 
And finally the e-commerce development stage model and its applicability to this 
study would be presented.  

2.1 Motives of SMEs Internationalization 

Most literature in international marketing covers exporting as the major 
international business activity. Literature on exporting can be grouped into two 
categories; pre-export behavior and the actual export process itself. Quite a lot of 
studies in export marketing literature have focused on the investigation of factors 
motivating a firm to become involved in export activities.  

Many authors such as Cavusgil (1982) have distinguished between internal 
and external stimuli in order to examine whether the management decision making in 
initiating exports is affected by the internal qualities of the firm plus the 
environmental factors.  

Some other authors, focusing on the firm's activity in identifying and 
exploiting export market opportunities, have classified export stimuli as proactive, 
i.e., those connected to the firm's aggressive behavior and deliberate search to perform 
export activities (pull factors), and reactive, i.e., those associated with the firm's 
reaction to changing conditions and passive attitude in looking for export 
opportunities (push factors) (Cavusgil, 1982). Different proactive and reactive 
motives are grouped in Table 2.1. 
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                 Internal Environment                            External Environment 

Proactive 

 Unique Advantage 
technology/Product/Process 
 Managerial urge 
 Exclusive information 
 Global orientation 
 Networking/strategic alliance 
 Multicultural Composition 

 Foreign market opportunities 
 Tax benefits 
 Economies of scale 
 Home government assistance 
 Liberalization of import tariffs in host 

countries 
 Ease of access 
 Host government assistance 

Reactive 

 Declining domestic sales 
 Excess production capacity 
 Opportunity to reduce inventories 

 Competitive pressures 
 Unsolicited orders 
 Saturated domestic market 
 Proximity to customers and ports 
 Limited size of the market 

 

From the review of literature, it appears that export stimuli emerge primarily 
from three streams pertaining to decision-maker's traits, firm characteristics and the 
factors of external environment. Katsikeas and Piercy (1993) investigated how small- 
and medium-sized firms that are currently involved in exporting decide to continue or 
expand exporting activities. As international factors, top management international 
orientation (i.e., age, level of education, frequency of foreign travel, and foreign 
language competence) and differential firm advantages (i.e., technology intensiveness, 
product uniqueness, and management expertise) were included. External factors were 
represented by domestic market environment (i.e., domestic market conditions and 
government export assistance) and foreign market environment (i.e., foreign market 
conditions and market barriers). It can be noted from the summary of the review of 
literature that the triggers can be grouped into decision maker characteristics, firm 
characteristics and the environmental characteristics. 

2.2 Internationalization theories 

Internationalization theories range from economic to behavioral theories. 
Economic theories that have been used range from those that explain why trade takes 
place between nations to theories of the firm that explain the economic logic of going 
international. On the other hand behavioral theories have their roots in business 
administration, and they focus on the managerial decisions of the individual firm or 
the owner manager (Rutashobya and Jaensson, 2004). It is not the intention of this 
study to review all of them here. Below, we present a review of a few major 
traditional and recent theories that have gained currency in the internationalization 
literature. 

Table 2.1 Motives of internationalization 

Source: (Cavusgil, 1982) 
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2.2.1 Economic Internationalization Theories 

2.2.1.1 Growth theory 

The theory of growth draws heavily from industrial economics, and 
international economics (Rutashshobya and Jaensson, 2004). According to 
Rutashobya and Jaensson (2004), Economic fundamentals in a way dictate that one of 
the ways firms seek growth is through internationalization. It seems plausible 
therefore that growth is a significant driving force in corporate Internationalization.  

2.2.1.2 Product Life Cycle (PLC) Approach  

Another economic theory that has been used to explain firm 
internationalization is Vernon’s (1979) product life cycle (PLC) approach. The basic 
assumption of his model is that location of new products usually starts in some 
developed countries such as the USA to take advantage of high domestic demand, 
before investments can start in other moderate-income countries such as Europe. He 
points that the USA will therefore be the first to export to potential markets in Europe, 
at this early introduction stage of the PLC. During growth stage, investment may start 
in Europe (could be through FDI) and if labor costs differentials are large enough to 
offset transportation costs, USA may import from Europe. Vernon (1979) suggests 
that at a later stage when the product is standardized, the less developed countries 
may offer competitive advantages as a product location (could be through FDI also). 
The theory has been citied for not taking into consideration products that have been 
traded without going through all the stages of the PLC owing to technological 
changes and deregulation of markets and the model is therefore firm specific and 
product-specific (Rutashshobya and Jaensson, 2004).  

2.2.1.3 Transaction Cost Analysis (TCA) Approach 

Some scholars aim at explaining the foreign direct investment (FDI) of 
multinational enterprises (MNEs) by applying transaction cost analysis and 
internalization theory. They assume that firms will invest abroad in order to lower 
transaction costs through two effects: the location effect and the ownership effect. The 
location effect determines where value-adding activities take place and the ownership 
effect explains who owns and controls the activities (Buckley & Ghauri, 1999). 

Internalization theory suggests that investment abroad is motivated by 
attempts to guard assets such as information, skills, technology or products, or to 
obtain control over resources, thereby protecting the firm from uncertainty and 
reducing transaction costs. The rational ability of the firm to assess the costs and 
benefits of internal and external transaction costs and to implement decisions is 
considered implicit in these motives (Dunning, 1988).  
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2.2.2 Behavioral Internationalization Theories 

2.2.2.1 Uppsala Internationalization Process Model 

The Uppsala-model which has been created by Johanson and Vahlne (1977) 
has its theoretical base in the behavioral theory of the firm and is seeking its 
explanation through behavioral actions. The Uppsala-model, view internationalization 
from learning and evolutionary perspective and its process is typically incremental 
and emergent because of the acquired knowledge that the firm gathers as it enters new 
countries.  

Internationalization as per Uppsala model is described by means of two state 
aspects (market knowledge and market commitment) and two change aspects 
(commitment decisions and current activities). The change aspects are decisions to 
commit resources and performance of current business activities. The state aspects are 
the market commitment and knowledge about foreign markets and operations (Fig 
2.1). These four elements of change and state aspects would be discussed bellow: 

Market Commitment: The market commitment concept is according to 
Johanson and Vahlne (1977) composed of two factors – the amount of resources 
committed and the degree of commitment. The first factor, resources committed, 
could be described as the size of investment in the market, including investment in 
marketing, organization, personnel, and other areas. The other factor, the degree of 
commitment, is not that easy to grasp, but could be explained as the difficulty of 
finding an alternative use for the resources and transferring them to this other 
alternative. The more specialized the resources are to the specific market, the greater 
the degree of commitment. 

Market Knowledge: Objective knowledge can be taught, but experiential 
knowledge can only be gained through personal experience. Johanson and Vahlne 
(1977) believe that experiential knowledge is the critical kind of knowledge when it 
comes to internationalization initiatives. It is crucial because it can not be acquired as 
easily as objective knowledge. When a company is operating in the domestic market, 
it can rely on lifelong basic experiences, but in foreign operations the firm has no such 
basic experiential knowledge to start with. 

It must be gained successively during the operations in the country (Johanson 
and Vahlne, 1977). 

It is further assumed that there is a direct relation between market knowledge 
and market commitment. The better knowledge about the market, the more valuable 
the resources and the stronger the commitment to the market. 

Current Business Activities: According to Johanson and Vahlne (1977) 
Current business activities are the prime source of experience, and the activities that 
people within the firm face when working on the boundary between the firm and its 
market. Here one can distinguish between firm experience and market experience. 
Both of them are essential. It may be possible to hire or consult external people with 
market experience, but it is often hard to find the right knowledge or experience – a 
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reason why the internationalization process often proceeds slowly. If that is the case, 
experience has to be acquired through a long learning process in connection with 
current activities, which leads to further market specific knowledge. 

Commitment Decisions: The second change aspect is decisions to commit 
resources to new foreign market operations. It is assumed that these decisions are 
made in response to perceived risk and/or opportunities in the market and therefore 
the commitment decisions will depend on experience (Johanson and Vahlne, 1977). 
Concerning risk, the company is willing to take further commitment decisions when 
the risk that is taken for the moment is lower than the maximum tolerable risk that the 
company can afford. Firm, as well as market experience, is relevant. The experiences 
will be related to, and collected from, the operations currently performed in the 
domestic and foreign markets.  

The basic idea concerning figure 2.1 is that market knowledge and market 
commitment affect both commitment decisions and the way current decisions are 
performed. These, in turn, change market knowledge and commitment. “When 
something changes, it is caused by the company having learned something new and 
vice versa”. (Johanson and Wiedersheim-Paul, 1975)  

According to Uppsala model, the internationalization process, once initiated, 
will continue regardless of strategic decisions. To minimize risk and overcome 
uncertainty, firms internationalize in a step-by-step process. As firms gain market 
knowledge they commit more resources to the market (Moen et al., 2004). 

 

 

 

 

 

 

Operationalization of Uppsala model 

The two patterns/operationalization of Uppsala model based on the empirical 
study of Johanson and Wiedersheim-Paul (1975) are as follow: 

a. Development within a specific country: As firms gain market knowledge 
they commit more resources to the market. Increased commitment occurs in the 
following stages: 

 No regular export activities; 
 Export via independent agents; 
 Creation of an offshore sales subsidiary; and 

Change AspectsState Aspects

Market 
Knowledge 

Market 
commitment 

Commitment 
decisions 

Current 
activities 

Figure 2.1 The mechanism of Internationalization. Source: (Johanson and Vahlne, 1977) 
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 Overseas production/manufacturing facilities 

Johanson and Vahlne discussed two exceptions in 1977 & 1990, describing 
situations when firms tended not to behave according to stages above. 

1. Firms that have large resources can be expected to take larger steps. 

2. When market conditions are stable and homogeneous, the market knowledge can be 
gained in ways other than through experience. 

3. If the firm has considerable experience from markets similar to the one that the firm 
wants to enter, it may be possible to generalize this to the specific market. 

b. Development across countries: When it came to internationalization across 
different countries, firms would enter new markets with successively greater psychic 
distance (see figure 2.2). The psychic distance was defined in terms of factors 
disturbing the flow of information between the firm and the market, including factors 
such as differences in language, culture, political systems, level of education, or level 
of industrial development (Johanson and Vahlne, 1977, 1990). Firms were supposed 
to start their internationalization by going to markets they could easily understand and 
where perceived market uncertainty was low (Johanson and Vahlne, 1990).  

Johanson and Wiedersheim-Paul (1975) said that psychic distance correlated 
with geographical distance. Exceptions though were easy to find. Some countries are 
far apart geographically but the differences in psychic distance are relatively small. 
On the other hand USA and Cuba are near to each other geographically, but far apart 
with regards to psychic distance. 

Johanson and Wiedersheim-Paul (1975) and Johanson and Vahlne (1977) say 
that psychic distance is not constant; it could change due to development of trade, 
communication systems etc. Changes are expected to take place rather slowly, though. 
Johanson and Wiedersheim-Paul (1975) say themselves that when it comes to 
development across countries, psychic distance is not the only important factor for 
international operations. The size of the potential market is considered the most 
important factor for international operations in many textbooks about international 
business. 

 

 

 

 

 

 

Choice of new markets 

Psychic distance

Figure 2.2 Development across countries. Source: (Anderson, 1993) 
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Uppsala-Model Development 

Later, Johanson and Vahlne (1990) attempted to extend the explanatory power 
of the model by developing its theoretical basis to embrace new concepts and 
approaches. 

Firstly, they related the internationalization model to direct investment theory, 
by perceiving the eclectic paradigm. Thus, the purpose of the model has been 
modified and defined as: “explaining the pattern and mode of establishing marketing-
oriented operations (including manufacturing for the local market).” Therefore, with 
respect to the ‘location’, they took not only psychic distant into account but also 
assumed that the firm would enter where demand for its products exists. Regarding 
the second variable ‘mode of entry’, ‘uncertainty avoidance’ is assumed as the 
influential factor. Therefore, not only lack of experiential knowledge of the foreign 
market, but also lack of established relationships to various parties, especially 
customers, on the foreign market (which makes it possible to calculate costs and risks) 
are considered as explanatory variables (Ghanatabadi, 2005). 

Secondly, some other deficiencies are discussed by relating the process model 
to the concept of the industrial network. In response to the developing role of the 
network of business relationships among different business actors, Johanson and 
Vahlne (1990) argue that business relationships and industrial networks are subtle 
phenomena that are not easily observable by outside observers. These relationships 
can only be understood through experience from interaction inside; therefore, 
regarding the internationalization process model, it can be assumed that “market (i.e., 
network) knowledge is based on experience from current business activities, or 
current business interaction.”  Therefore, the foreign market entry or network entry 
are considered to be the result of interaction initiatives taken by other firms that are 
insiders in the network in the specific country. The relationships of a firm are 
considered as bridges to other networks that are important in the initial steps abroad 
and in the subsequent entry of new markets. Though countries and industries are 
thought to differ in terms of their relative importance to the firm’s relationships, “it 
can be expected that the personal influence on relationships is strongest in the early 
establishment of relationships.”  

Also Johanson and Vahlne (1990) argue that their internationalization model is 
more suitable for firms in the early stages of internationalization. 

Criticisms about Uppsala-Model 

Despite considerable support and acceptance of the Uppsala Model in most 
SME internationalization studies during the last four decades, it has been criticized 
from different angles and a number of empirical studies have even challenged its 
basic proposition (Andersen, 1993). 

Most of the critics refer to the incremental, small-steps character of this model, 
as other studies have found that firms in fact leapfrog into internationalization rather 
than doing as gradually as suggested by the stages approach (Chetty and Campbell, 
2003). Therefore the model have been criticized for being very deterministic, for 
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lacking explanation on behavior of firms that born-global, for putting emphasis on 
psychic distance and for not emphasizing the role of networks (Rutashobya and 
Jaensson, 2004). 

Some other studies have challenged its theoretical basis and its emphasis on 
the internal development of a firm’s knowledge and other resources (Karlsen, 2000; 
Andersen, 1993).  

Despite these criticisms, Uppsala-model has general acceptance in prevailing 
literature and particularly utilizes as a theoretical basis in more recent empirical 
studies (Buckley & Ghauri, 1999).   

 2.2.2.2 Innovative-related Models 

Other behavioral models that emerged in North America in the late 1970s and 
early 1980s viewed the development of export activities either as an innovation-
adoption cycle (Reid, 1981) or as an export development ‘learning curve’. As 
evidenced in the literature, these models are closely associated with the research of 
the Uppsala Model (Andersen, 1993). All of these models possess a common theme in 
which they propose an incremental “stages” approach to export development and 
generally support the notion of psychic distance. 

Consistent with Uppsala-Models, the innovation related Models have 
attributed the gradual pattern of export development to two reasons: 1) the firm’s lack 
of knowledge, especially ‘experiential knowledge’, and 2) uncertainty associated with 
the decision to internationalize (Ghanatabadi, 2005).  

2.2.2.3 Resource-based Perspective 

The resource-based perspective more or less complements the other 
perspectives. Ownership advantages in terms of organizational capability and 
capability of the entrepreneur, availability of a change agent, export marketing 
knowledge and experience, market information, business and social networks etc are 
all important drivers of internationalization (Rutashobya and Jaensson, 2004). The 
arguments of most researchers in this area are rooted in Penrose’s (1995) resource 
based perspective. 

2.2.2.4 Recent Theories - Eclectic Model 

The eclectic approach owes a lot to the work by Dunning (1988, 1997) in his 
attempt to explain the existence of multinational corporations (MNC), and what drives 
their expansion and growth. Dunning’s model is based on three propositions related to 
location specific advantage, ownership advantage and internalization advantages. He 
posits that MNC have these three types of advantages because of their multinational 
nature of their activities; they boast a number of asset ownership: both tangible and 
intangible assets (technical as well as market and marketing assets), they have 
location advantages and can internalize activities with efficiency. Choice of foreign 
market entry mode will therefore be influenced by these three variables. The 
complexity of the theory seems to be both honored and criticized in the literature 
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(Andersen, 1993) also the relevance of this model to small firm internationalization 
can be said to be limited. 

2.2.2.5 Recent Theories - Born Global  

The above theories have been criticized for providing little guidance in 
explaining firms that leapfrog or firms, which right from the beginning, go global. 
Advancement in information and communication technology (ICT), transportation 
and other infrastructure has made it possible for some businesses to go global without 
following the processes and stages of internationalization advanced by the traditional 
theories (Rutashobya and Jaensson, 2004). This trend has also eliminated assumptions 
of the psychic distance advanced in the traditional theories of internationalization.  

Over the last decade, there have been an increasing number of studies focusing 
on the fact that many new ventures internationalize rapidly after start-up in a fashion 
that is not consistent with the slow process described by the Uppsala school (Moen et 
al., 2004). Different names such as firms infant multinationals, international new 
ventures and born globals have been used to describe this phenomenon. Though the 
name differs, all these studies seek to point out the emerging trend amongst small to 
medium-sized enterprises (SMEs), wherein they compete in an international market, 
before having established a solid home market (Moen et al., 2004).  

‘Born global ’.firms appears to have a number of unique features: they are 
relatively young and entrepreneurial in terms of ownership and management structure, 
they aim to cater to international markets from inception (McKinsey and Co.,1994), 
and their revenues are generated mostly in foreign markets rather than in their home 
market (Korot and Tovstiga, 1999).  These firms internationalize immediately and do 
not wait to expand their horizons. Multinational from inception, these firms break the 
traditional expectations that a business must enter the international market in an 
incremental fashion, becoming global only as it grows wiser as proposed by the 
conventional stage theory of internationalization (e.g., Johanson and Vahlne, 1977, 
1990). 

Moen (2002) argues that Born Globals are characterized by having a 
management with international orientation. He also sees differences in the 
environmental situation where Born Globals have a more attractive export market but 
a less attractive home market than traditional firms have. Born Globals have often 
better competitive advantages in the area of technology. 

McDougall et al. (2003) have tested 16 hypotheses regarding the 
characteristics of Born Globals. They came to the conclusion that Born Globals are 
characterized by having aggressive growth objectives and by being first to enter 
markets. Born Globals place more emphasis on innovative differentiation, quality and 
service than traditional firms do. Since Born Globals often introduce new products 
they must educate the customers by using intensive marketing. Born Globals are also 
characterized by operating in a large number of distribution channels. Rialp-Criado et 
al. (2002) have made a literature review and have created a list of the ten most 
common characteristics of Born Globals. A global vision, international experience, 
management commitment, personal and business networks and market knowledge and 
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commitment are important characteristics of Born Globals. Also unique assets beaded 
on knowledge, value creation through product differentiation, niche markets, narrowly 
defined customer groups and finally flexibility are features that describe Born 
Globals.  

While the phenomenon of ‘born global’ is becoming increasingly common, a 
comprehensive theory explaining its existence is still lacking (Hashai and Almor, 
2004).  

Most recent studies claim that the classic stages theory is inadequate to capture 
the internationalization process of ‘born global ’.firms, however Hashai and Almor 
(2004) pose that knowledge based born globals do internationalize in stages, albeit not 
necessarily according to the predictions of the classic stages theory. They argue that 
as most studies relating to the internationalization process of ‘born global’ firms are 
cross sectional (Coviello and McAuley, 1999; Stray et al., 2001) and refer to entry 
mode rather than to the question of whether a sequential pattern of internationalization 
exists. This sort of analysis leads researchers to argue that ‘born global’ firms do not 
start out in their home markets and therefore do not comply with the classic stages 
theory. This line of research cannot really capture the dynamic features of the 
internationalization of ‘born global’ firms and their international maturation process 
remains obscure (Hashai and Almor, 2004). 

2.2.2.6 Recent Theories - The Network Model  

Due to the focus of internationalization models on internal development of a 
firm’s knowledge and other resources, Johanson and Mattson (1988), adopting the 
industrial network concept, offer a more external view to describe the 
internationalization of industrial firms in markets defined as networks of relationships 
between firms. 

According to Johanson and Mattsson (1988), the network perspective posits 
that internationalization is a process that takes place through networks of 
relationships. Social capital, trust and human variables play an important role in 
binding individual firms or entrepreneurs into value adding relationships, which 
enable them to minimize or overcome their disadvantages of smallness and isolation, 
as well as overcome the problems associated with unknown markets and psychic 
distance (Johanson and Mattsson, 1988). Also the network model emphasizes the 
need for gradual development of market knowledge and the need to learn from 
interaction with other firms during the process.  

Johanson and Mattsson (1988) argue that the internationalization situation is 
described along two dimensions: internationalization of the firm, and 
internationalization of the market. Internationalization of the firm means that the firm 
establishes and develops network positions in foreign markets. The firm develops 
business relationships in networks in other countries in three different ways: 
international extension, penetration and international integration. The firm’s position 
in the network has a different structure depending on whether the market has a high or 
low degree of internationalization (table 2.2). It creates four possible alternatives: the 
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early starter, the lonely international, the later starter and the international among 
others.  

 

Degree of internationalization of the market 

                                                                             Low                          High 
Low The early starter The later starter Degree of internationalization 

of the firm High The lonely 
international 

The international 
among others 

            

Rutashobya and Jaensson (2004) suggest that the network perspective on 
internationalization provides an interesting opportunity in understanding entry into 
foreign markets by young and/or resource-constraint small businesses. Their study 
explores use of a wide range of networks, including horizontal and social networks, in 
small firm internationalization. The result of their study indicates four typologies of 
networks: 

• Networks with friends, customers and close family ties. 
• Networks with independent distributors in foreign markets 
• Networks with cluster members, local and foreign associations like Chamber 

of Commerce. 
• Networks with local producers. 

They suggest that networks have value adding benefits to small businesses. 
The network benefits from the point of view of the owner-managers included access 
to foreign market information (demand, designs, prices, delivery schedules, channels 
etc.), access to foreign markets, access to information about foreign trade fairs, and 
training opportunities, and access to supplier credit. According to Rutashobya and 
Jaensson (2004), partnering through networks and clusters is an alternative way for 
many resource-constraint developing country small enterprises to end their isolation 
in the current liberalized and globalized world and to become competitive in foreign 
markets. In the same vein, business growth in the current competitive environment 
will greatly depend on the ability of the owner-manager to establish networks.  

According to Moen et al. (2004) if the firm is faced with increasing demand, 
sophisticated customers, and a volatile competitive market, as well as a product that is 
strategically important or unable to be standardized, successful internationalization 
may well require the firm to leverage the skills and resources of other organizations.  

The network theorists suggest that the internationalization process of a firm 
occurs in a more complex and less structured manner than earlier internationalization 
theories imply (Moen et al., 2004). According to Moen et al. (2004) the pace and 
pattern of international market growth and the choice of entry mode for small firms 
were influenced by their customer relationships. They argue that the small firms did 
not necessarily choose to commit themselves in a market that was “physically close” 

Table 2.2 International situations 

Source: (Johanson and Mattsson, 1988)  
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as the Uppsala School suggests. Instead, they followed their domestic clients into 
countries and markets where the clients already had – or were establishing new 
commitments. They found that the small firm’s internationalization process was more 
rapid than suggested by earlier stages models. From their findings they concluded that 
the internationalization of many small firms usually starts after a year, with only a few 
main partners and using the partner’s network to communicate with the market. After 
three to four years, the firm begins to develop formal and informal relationships inside 
and outside the initial network, starting a process of continued growth and 
international market development through both new and existing networks. 

2.2.2.7 Recent Theories - Bradley's Five-Stage Model  

In order to examine the company in international markets, a five-stage process 
model of internationalization is proposed by Bradley in 1999 (Fig 2). 

In the first stage, the company decides whether to internationalize. In order to 
make such a decision, it is necessary to understand the role of the international 
marketing in the company. It is also necessary to explore the value of the various 
theories of the company in international markets. Next, it is necessary to understand 
the impact of organizational issues on the process. Indeed, the company's resource 
base and the requirements of the market may constrain the company in its selection of 
a feasible international marketing strategy. 

In the second stage, it is necessary to examine the international marketing 
environment. First, it is necessary to understand the context of international markets. 
Then, it is important for the manager to understand the social culture environment of 
international markets. The influence of the public policy environment and the role of 
government and other regional institutions also affect the fortunes of the international 
company. 

In the third stage, the ways of entering international markets are examined. 
However, it is necessary to understand customer and market behavior and how 
competitors respond. 

In the forth stage, the internationalization programme should be formulated, 
such as entry strategies, promotion strategies, distribution channels choice, etc. 

In the last stage of the process, the internationalization programme is 
performed and examined. If it is not so satisfactory, managers should go back to 
previous stages to revise the programme or to make new programme, or reconsider 
the business environment. 
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2.3 Applicability of Internationalization theories to this study 

Building upon previous theoretical reviews, this study utilizes Uppsala model 
and Born Global theory to identify the pattern and process of internationalization of 
Iranian SMEs. Other theoretical studies may be limited in their application to the 
issues addressed here for following reasons which has been mentioned in table 2.3. 
The assumptions of the theories and the models are selected as the main criteria for 
evaluation of the applicability and validity of each theory and model to the purpose of 
this study. 

 

 

 

 

 

 

 

 

 

Figure 2.3 Five-stage process model of internationalization. Source: (Bradley, 1999) 
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 Concepts Sources Applicability 

Growth Theory Luostarinen (1979)

(PLC) Approach Vernon (1979) 
Ec
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(TCA) 
Approach R. Coase (1937) 

Economic theories and their 
assumptions are developed on the basis of 
MNEs advantages such as market 
position, economies of scale, market 
power and access to perfect information 
that is not applicable to SMEs. 

Uppsala IP 
Model 

Johanson and 
Vahlne (1977,1990)  

Innovation 
related Models 

Cavusgil’s (1980);  
Bilkey & Tesar 

(1977); Reid (1981) 
and Czinkota (1981)

These models appears to be closely-
related to the assumptions of Uppsala 
model, but their influential factors merely 
characterized firms in different stages 
without explaining their movement from 
one stage to another; therefore the well-
acceptance of Uppsala model among 
scholars, guide us to choose it among 
behavioral traditional theories. 

Resource-based 
Perspective Penrose (1995) 

As the main focus of this approach is 
on the entrepreneur’s factors, resource 
needs of firms and their internal and 
external environment in the 
internationalization; this perspective is 
not pertinent to the purpose of this study. 

Eclectic Model Dunning (1981, 
1997) 

The eclectic approach attempt is to 
explain the existence of multinational 
corporations (MNC), and what drives 
their expansion and growth; therefore the 
relevance of this model to small firm 
internationalization can be said to be 
limited. 

Born Globals McKinsey & Co. 
(1993)  

The Network 
Model Hollenson (2001) 

This model highlights the role of 
networks of relationships in 
internationalization. As both Uppsala-
model and born global model believe this 
role and do not neglect it, we won’t omit 
this model so we would investigate it 
inside other two models not in contrast 
with them.  
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Bradley's Five-
stage Model Bradley (1999) 

This stage model is too broad to 
adapt, including the whole process of 
SMEs’ internationalization marketing 
practice. 

Table 2.3 Applicability of Internationalization theories to this study. Source: Author own construction 
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2.3.1 Uppsala versus Born Global Approach 

In this section, we investigate the salient differences between traditional 
(Uppsala) and born-global theories of internationalization in more detail to sharpen 
the distinction between them and isolate their distinctive features. Based on Chetty 
and Campbell-Hunt (2004), we focus particularly on time to internationalization, 
capability to internationalize, importance of the home market, psychic distance, 
influence of firm strategy, and use of networks. Subsequently we use these features as 
chosen factors for inclusion in this study to characterize the actual internationalization 
experience of firms. 

2.3.1.1 Importance of the Home Market 

The firm’s domestic market is not as significant in the born global approach as 
it is in the traditional approach. In the latter, a strong domestic market is required to 
support firms in their international efforts. Because born globals internationalize 
quickly, they may have either a small domestic market or no domestic market. 
Although born globals have a weak domestic base with which to support their 
international efforts, they tend to be successful in their international endeavors 
(McKinsey and Co. 1994). The founders of born globals recognize the limited 
importance of the domestic market from the firms’ inception; the founders perceive 
the world as one market and thus do not confine themselves to a single country. They 
believe that international markets provide opportunities (Madsen and Servais, 1997; 
cited by Chetty and Compbell-Hunt, 2004) rather than the risk and uncertainty 
associated with international markets in the stages model. Compared with older firms, 
born globals are more positive about internationalization and believe that foreign 
markets are less risky and less costly (Kent et al. 1997; Knight and Cavusgil 1996). 
Firms that internationalize early develop a positive attitude toward 
internationalization (Knight and Cavusgil 1996). In new and dynamic environments, 
born globals adapt and innovate more quickly than older firms. 

2.3.1.2 Capability to Internationalize 

Although the born-global approach emphasizes that firms are willing to take 
risks and to address uncertainty in international markets, the born-global view stresses 
that such firms have prior experience and knowledge that reduce uncertainty and risk. 
Thus, both traditional and born-global views assert that prior experience and 
knowledge are important for successful entry into new national markets (Chetty and 
Compbell-Hunt, 2004). The approaches differ in that the born-global view suggests 
that experience and knowledge can be acquired early on in the life of the firm. 

Researchers have advanced several rationales for this belief:  

First, born-global theorists point to the greater international experience of 
entrepreneurs who are accustomed to operating in a global economy. They suggest 
that some of the differences from older firms can be explained by the influence of the 
founder’s education and international living and work experience (Madsen and 
Servais 1997; McKinsey and Co. 1994). Prior knowledge and work experience reduce 
the psychic distance to specific markets (Madsen and Servais 1997; McKinsey and 
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Co. 1994) and minimize risk and uncertainty. It could also be argued that present-day 
managers are a new and better-educated generation of managers than that which was 
practicing when the stages model was first developed in 1977 (Chetty and Compbell-
Hunt, 2004). 

Second, the prior international experience of born globals’ founders and 
decision makers plays an important role in increasing the firms’ speed of learning and 
internationalization (Oviatt and McDougall 1997).  

Third, born-global theorists point to the burgeoning capacity of 
communications technologies to help born-global firms acquire knowledge, develop 
strategies, and maintain relationships to assist them in accelerating their 
internationalization (Chetty and Compbell-Hunt, 2004). Firms use 
telecommunications and computer technologies to manage business systems that 
stretch their boundaries (McKinsey and Co. 1994). For example, firms use e-mail to 
build and maintain relationships with customers and suppliers; products can be 
designed for a customer in a different country with frequent input from the customer 
through the Internet. 

Fourth, decision-maker characteristics play a key role in the born-global view, 
particularly in its argument for the early emergence of internationalization capability. 
Although Wiedersheim-Paul et al., (1978) focus on the decision maker as 
fundamental in the pre-export stage; Johanson and Vahlne (1977) do not develop this 
further in the Uppsala model. In contrast, the born-global approach virtually requires 
founders to have developed distinctive entrepreneurial capabilities and the foresight to 
spot windows of opportunity on a global scale that others overlook (Knight and 
Cavusgil 1996; Madsen and Servais 1997). Born globals are often formed by people 
who have prior international experience and extensive international personal and 
business networks (Madsen and Servais 1997). In the traditional model, expertise in 
internationalization can only be built pari passu with experience rather than ex ante, 
and it likely involves many people in the growing organization instead of being 
embodied in the founders (Chetty and Compbell-Hunt, 2004). 

2.3.1.3 Psychic Distance 

In contrast to the traditional approach, the born-global approach minimizes the 
relevance of psychic distance during a firm’s internationalization. The traditional 
approach assumes that firms enter new international markets as a function of their 
psychic distance to the firm’s prior experience. However, the born-global approach 
emphasizes that psychic distance becomes irrelevant during a firm’s 
internationalization (Knight and Cavusgil 1996). Proponents of the traditional 
approach also accept that psychic distance is not constant but changes because of the 
transformation of communications systems, trade, politics, and other social exchanges 
(Johanson and Wiedersheim- Paul 1975). However, the born-global view is that this 
process has now essentially flattened the psychic steps required for 
internationalization in the markets that born globals are exploiting. 
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2.3.1.4 Influence of the Firm Strategy 

Although the focus of the internationalization literature has been on process 
and operational mode, in Johanson and Wiedersheim-Paul’s (1975) study of four 
Swedish firms, they mention the relevance of firm strategy to internationalization. 
They state that strategic decisions have a great impact on the path and pace of firm 
internationalization. In addition, Johanson and Vahlne (1990) state: “Basically the 
process model [traditional approach] is rather skeptical in regard to strategy. 
Nevertheless, Chetty and Campbell-Hunt (2004) think that internationalization 
processes are the result of a mixture of strategic thinking, strategic action, emergent 
developments, chance and necessity. They believe it is worthwhile to analyze the 
internationalization of firms with an open mind with regard to these factors.” In 
contrast, the born-global approach emphasizes the role of strategy in 
internationalization, because both the focus and the pace of internationalization are 
dictated by competitive imperatives to seize a leading position in niche or emerging 
markets. 

Far from being of marginal importance, competitive strategies of innovative 
technology and product design are intimately involved in the internationalization of 
born globals (McKinsey and Co. 1994). For these firms, other ways of competing 
through innovative marketing strategies, enhanced product and service quality, and 
specialized products for niche markets are also salient (Knight, 2000).  

2.3.1.5 Importance of Networks 

Both the traditional and the born-global views emphasize the role of networks 
of business relationships that the internationalizing firm creates. In the Uppsala 
model’s early development (Johanson and Wiedersheim-Paul 1975) and later 
extension (Johanson and Vahlne 1990), it posits that firms use intermediaries in the 
early stages of internationalization because the required resource commitment and 
knowledge base is smaller than if the firm were to establish its own subsidiary. 

Similarly, a key resource of born globals is their access to international 
networks, such as distributors, subcontractors, buyers, and sellers (Knight and 
Cavusgil 1996). Such long-term networks have market and experiential knowledge 
that born globals benefit from instead of waiting to accumulate the knowledge 
themselves. If firms want to internationalize quickly, the mode of entry is critical, so 
they use intermediaries to expedite their access to foreign markets (Burgel and 
Murray 2000). Thus, both views hold that networks are a device that 
internationalizing firms use. The difference is that for born globals, the networks must 
be adequately extensive to enable extensive global reach and created rapidly to 
support exposure to multiple markets. 

2.3.1.6 Time to Internationalization 

Whereas the traditional approach posits that internationalization is a gradual 
process, the born-global approach raises the issue of accelerated internationalization, 
because born globals internationalize soon after their inception. The speed and focus 
of internationalization in the born-global firm is held to be a response to an 
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increasingly open international trading environment that fosters greater specialization 
and more rapid capture of increasingly transitory competitive advantages (Chetty and 
Campbell-Hunt 2004). 

2.3.2 Categorization of firms 

Authors focusing on newly established, highly involved exporters have used 
different definitions for the phenomenon. Knight (1997) defined Born Global firms as 
“a company which, from or near its founding, seeks to derive a substantial proportion 
of its revenue from the sale of its products in international markets”. The two key 
elements in this definition are the significant export involvement and the presence of 
only a short period of time from start-up until export. Knight (1997) used as criteria in 
his study: more than 25 percent of sales from exporting, and firm establishment 
before/after 1977.  

Moen (2002) used same principle in order to investigate the characteristics of 
Born Global firms; Where Born Global firms are defined as having export sales 
higher than 25 percent and an establishment date post 1990; This combination of year 
of establishment/export sales share yields four groups of firms, as presented in table 
2.5. 

 

 Firm established 
Export sales (%) 1850-1989 1990-1998 

< 25 Old and Local New and Local 
> 25 Old and Global New and Global (Born Global) 

 

Through this study we would use the above principle in order to categorize 
firms in four groups. Subsequently, the possible differences between these four 
groups of firms in terms of identified factors in previous part (time to 
internationalization, capability to internationalize, importance of the home market, 
psychic distance, influence of firm strategy, and use of networks) would be 
investigated in order to characterize the actual internationalization experience of firms 
(answering the first research question). 

2.4 E-commerce and Internationalization 

2.4.1 Internet 

According to Ekstrom and Persson (2000) the Internet, especially through its 
ability to enable electronic commerce, is said to be the driving force behind a 
paradigm shift in business life and “the foundation for a new industrial order”. 

“Imagine a large body of land with several unconnected lakes. Think of these 
as markets and the species living in each lake as competitors. Over time these 

Table 2.4 Classification of the firms 

Source: (Moen, 2002) 
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individual ecosystems have evolved without outside contact, and certain species have 
emerged as leaders in each lake. Now imagine what would happen if a canal was built 
connecting each and every lake, enabling creatures to swim freely. The Internet is an 
electronic version of the canal.” (Gurley, 1999) 

Ekstrom and Persson (2000) advice to: “Think of the Internet not as a network 
of connected computers but as the test bed for a new market economy, one that is 
global, continuously operating, and increasingly automating the processes of buying, 
selling, producing, and distributing.” They discuss this issue and take their point of 
departure from two different worlds, one traditional, physical world with touchable 
resources and a virtual one made of information. They refer to this new information 
world as the market space to distinguish it from the traditional marketplace. They also 
claim that the Internet has developed into a commercial environment, an open market 
in the truest sense of the word. It is also said to be the base for a business environment 
where time, distance, location, and communication are no longer hurdles for doing 
business. 

2.4.2 The Role of Internet in the Internationalization of SMEs 

2.4.2.1 Barriers to SMEs Internationalization 

The literature on internationalization has revealed a number of barriers small 
businesses face in their attempt to enter foreign markets. These include both 
endogenous and exogenous factors. By the very nature of their size, resource 
constraint, both tangible and intangible, has often been cited as one among the 
endogenous factors inhibiting small firm internationalization (Rutashobya and 
Jaensson, 2004). In his attempt to explain the existence of large multinational 
companies, Dunning (1988, 1997) cites ownership advantages as one among the 
facilitating factors. Such advantage is lacking in small firms. Small firms lack 
financial resources, management and marketing skills, previous export experience and 
export knowledge, lack of command of foreign language, cultural experience, poor 
knowledge of foreign market information, and fear of foreign market risks (psychic 
distance) etc. Exogenous inhibitors include; financing problems, technical barriers, 
and cumbersome export procedures (Moen, 2002). There is a growing literature 
suggesting that small firms may have to rely on networks and relationships to 
overcome their size disadvantages as they internationalize (Madhok, 1997). Small 
firms may also have to rely on networks to overcome their isolation in the current 
globalized market. 

2.4.2.2 Internet and Barriers to SMEs Internationalization 

The emergence of the Internet may influence both the choice of entry form 
and the market selection of firms entering international markets (Moen et al., 2004). 
Focusing on entry forms, Moen et al. (2004) argue that the internet is creating 
borderless virtual business platforms on which suppliers. Producers and customers 
can freely interact without going through the pre-defined channels on the value chain. 
Hamill and Grogory (1997) suggest that the notion of psychic distance has become 
much less relevant as new communication technology makes global markets more 
homogenous. They explain this as a result of the internationalizing firms’ network 
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relationships. The creation and maintenance of these network relations is facilitated 
by internet use. 

The impact of the Internet is especially interesting for small and medium 
enterprises as their resources are scarce and so consequently they seek solutions 
where entry barriers are low. For SMEs, effective use of the Internet can provide a 
low cost “gateway” to international markets, and may help to overcome many of the 
barriers to internationalization commonly experienced by such firms (Moen, 2002b). 
Moen (2002b) lists four barriers to SME internationalization and suggest how the 
Internet can be useful in overcoming these barriers. 

First, the psychological barrier: the Internet can increase international 
awareness, confidence, and commitment through access to global information 
sources.  

Second, the operational barrier: the Internet simplifies export documentation 
through electronic data transfers, payments, etc.  

Third, the organizational barriers: the Internet provides low cost market 
research, improved international knowledge, and reduced dependence on traditional 
intermediaries.  

Fourth, the product/market barriers: where the Internet facilitates the 
country/market selection, international client feedback, and the adoption of a global 
niche strategy rather than a country centered strategy. 

2.4.2.3 Positive aspects of the Internet for SMEs 
Internationalization 

The Internet is particularly appealing for SMEs, removing or reducing some of 
the traditional barriers they faced in doing business overseas, such as communications 
costs, long distances and market entry risks. Indeed, some have argued that the 
Internet has leveled the playing field between SMEs and global companies, giving the 
former a presence in all markets and ready contact with actual and potential 
customers, suppliers and partners abroad (Chrysostome and Rosson, 2004). This is 
really important since internationalization success is mainly dependent on selection of 
the right foreign market and local partner, and the quality of information that guides 
this process is critical. Most SMEs compete with niche products and the “thinness” of 
markets for these products necessitates multiple market entries. The Internet has made 
it more feasible for SMEs to do this rapidly so as to build the critical mass necessary 
for success. The Internet does not only help SMEs to begin to internationalize but in 
helping to maintain a strong position in foreign markets through such activities as 
marketing intelligence, global sales promotion and inter-firm R&D (Hamill, 1997). In 
fact, because it is a gateway to foreign markets, the Internet enables SMEs to become 
international whether it was planned or not. 
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Internet and pace of foreign market entry 

The pace of the internationalization process of firms is an important 
characteristic in most traditional theories, even though researchers have not paid lot of 
attention to time spent at various stages. In the evolutionary theories, stage wise 
development is considered necessary so that cautious progress is made; ensuring that 
firms build resources, learn about foreign markets, and, thus develop a stronger 
capability and presence. It appears that the Internet can speed firm 
internationalization, particularly through reducing the costs incurred by SMEs 
(Petersen et al., 2002). As a result, SMEs do not need to worry so much about having 
sufficient resources before entering foreign markets. SMEs can leapfrog early stages 
in the traditional internationalization process (McDougall at al., 1993). The extreme 
examples are the so called “born global” SMEs (Knight and Cavusgil, 1996). The 
Internet also increases the speed of contact with many potential foreign customers. In 
this way, it provides SMEs with considerable information that helps to significantly 
reduce the uncertainties of foreign markets, even though it does not eliminate risk 
(Petersen et al., 2002). Because the Internet provides SMEs with an opportunity to 
learn much faster and easier, targeting markets that offer the best chance of success 
should be possible. It should also be beneficial in the selection of local partners, once 
again because it provides SMEs with relevant information. This is particularly 
important when SMEs plan to internationalize through business networks rather than 
dealing directly with foreign customers. In some cases, the Internet will increase the 
pace of SME internationalization by eliminating or lessening the need for 
intermediaries (Petersen et al., 2002).  

Internet and multiple foreign market entry 

The Internet provides SMEs with unprecedented opportunities to 
internationalize worldwide and very rapidly. A SME with a web site is in effect a 
global company, operating 24/7. This gives customers the opportunity of purchasing, 
wherever they are, whenever they want (Rosson, 2004). A distinctive feature of the 
Internet then is that it makes it feasible for SMEs to instantaneously position 
themselves on many foreign markets (Petersen at al., 2002). Lituchy and Rail (2000) 
stated that the use of a web site propels SMEs into the internationalization process. 
Even SMEs that do not plan to internationalize become active overseas through the 
trigger of unsolicited orders resulting from the exposure provided by their web site. 
The instantaneous and costless interplay between SMEs and their foreign customers 
play an important role in internationalization success. Specifically, information 
resulting from such interplays often guide necessary adjustments in products, pricing 
or other areas that makes market penetration more likely. Lituchy and Rail (2000) 
reported in their research on Australian and South African tourist firms that foreign 
marketing via the Internet failed in part because a standard product brochure was 
made available when, in fact, adjustments were needed in quality, price, language and 
culture. Furthermore, adjustments made by SMEs to serve one foreign market can 
often be transferred where indicated to others without major costs. Such transfers help 
make fast entry into successive foreign markets. 
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More effective entry mode choice 

The choice of foreign entry mode is a critical factor for success. Petersen et al. 
(2002) identify three basic approaches to entry mode choice: (1) no explicit choice of 
market entry mode such as the case where SMEs receive unsolicited orders from 
foreign buyers, (2) a choice made in accordance with the existing market entry 
strategy, and (3) a choice that considers some strategic rules and is based on a 
systematic comparison of the different possible modes. The latter approach seems 
more realistic, particularly for SMEs since it allows them to choose the appropriate 
mode given their strategic orientation and other factors. There are many factors that 
influence the entry mode choice, making this decision sometimes very hard. Koch 
(2001) proposes a comprehensive model in which he identifies 16 factors as 
influencing the entry mode choice. But most of these factors seem to result in one 
core element, namely the risk related to the targeted foreign market. In other words, 
the choice of an entry mode by SMEs depends on how they perceive the risk they face 
regarding the targeted foreign market. Traditionally, the perceived risk is too high for 
SMEs intending to internationalize since the information needed to assess this risk is 
really costly and not necessarily reliable. Hence, only big firms were able to 
internationalize often using equity entry modes requiring investment on foreign 
markets. 

With the advent of the Internet, the situation has changed considerably. 
Indeed, the Internet has radically changed the SME’s traditional risk perception 
regarding foreign markets by providing more information to assess this risk, and new 
opportunities to internationalize. SMEs can internationalize directly from their web 
site by exporting without intermediaries the goods needed by their individual 
customers, and by negotiating contractual agreements such as licensing, R&D 
contracts or other alliances with foreign companies. For many SMEs the barriers 
imposed by entry modes requiring investments, such as joint ventures and foreign 
direct investment can be bypassed with the Internet. Consequently, the Internet makes 
it possible for SMEs to more often choose non-equity entry modes that are flexible, 
have low resource requirements and, are therefore consistent with the characteristics 
of most SMEs  (Chrysostome and Rosson, 2004).  

Building inter firm networks in foreign markets 

One of the most important stages in creating inter firm networks is the search 
for information on potential partners. This stage is costly for SMEs that wish to 
internationalize since their limited resources do not allow them to afford higher costs 
related to the search for foreign partners. With the Internet these costs have seriously 
decreased. SMEs can easily and quickly have access to the information on their 
potential partners through the Internet. They can visit their websites and establish 
contact with them costless. They can also have access through the Internet to 
information regarding their past experiences in inter firm relationships and analyze 
whether they can be good partners and the type of network links that can be 
appropriate. In other words, the Internet provides SMEs with good opportunities to 
establish strategic alliances (Soliman and Janz, 2003). It stimulates collaboration 
between organizations and this is particularly true for SMEs that wish to 
internationalize. There are two basic approaches for creating international inter firm 
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networks, the active approach in which the SME undertakes the investigation that 
results in partners finding and contracts, and the passive approach where the SME is 
approached by foreign companies. In the both cases, the Internet helps to accelerate 
the process, avoid the SME to face higher costs and create an atmosphere that allows 
the SME to prepare an easy first person-to-person contact with its partner. 

2.4.3 Electronic Commerce 

Companies have been using the Internet for various reasons, mainly trying to 
communicate with their stakeholders by publishing content on their web server for 
widespread distribution. Motivated by the growing potential of the Internet, 
companies are lately taking steps toward selling their products on the Internet 
(Kalakota and Whinston, 1997).  

Electronic commerce is said to be the solution that is driving an entirely new 
kind of commerce revolution that provides an environment for a more intelligent, 
productive, and responsive relationship to customers. (Ekstrom and Persson, 2000).  

2.4.3.1 SMEs and e-commerce 

According to (Ramsey et al., 2003), the crux of e-commerce is to effectively 
match the efforts to create superior value with the technical capabilities of the new 
medium. Business strategies and information systems/information technology 
strategies must be closely aligned both internally to produce a seamless process of 
planning and receiving an order, making and receiving payments electronically, and 
externally across all players in strategic business network (Ramsey et al., 2003). 

They believe that contrary to the allure of e-commerce benefits, statistics from 
the European Observatory for SMEs suggest, and other studies confirm, that most 
SMEs are not using ICTs such as the Internet and the World Wide Web (WWW) for 
commercial transactions. That is to say they are not getting the full benefits of e-
business along the full chain from supply and procurement (upstream) to sales and 
customer management (downstream). Other empirical research found that designing, 
updating and maintaining Websites proves difficult for small firms (Blackburn and 
Athayde, 2000). While a study by Poon and Swatman (1999) found that the majority 
of SMEs, expectations of Internet commerce were not achieved, the main advantage 
of the medium was in the area of information gathering. 

Often SMEs equate having a Website with electronic commerce. They set up a 
Web site and they don't know what to do with it. It sits there as a reminder of their 
failure (Pricewaterhouse Coopers, 1999). 

According to Ramsey et al. (2003) findings, process of reaching e-commerce 
maturity is highly dependent on factors such as product/service characteristics, market 
demand, competition, affordability of solutions, logistics, distribution, maintenance 
support and, most importantly, management vision and the entrepreneurial culture of 
the firm. From his view point for many organizations e-commerce is an exciting new 
opportunity with much potential. It represents an opportunity to compensate for their 
traditional weakness in areas such as access to new markets and gathering and 
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diffusing information on a broad and international scale. Therefore it is imperative 
that growing awareness and understanding of the benefits and uses of e-commerce 
among SMEs can positively influence their desire and interest in adopting e-
commerce in their business practice (Ramsey et al., 2003). However, as Henderson 
and Venktraman (1998) warned, there is a risk of failure if the technology/business 
strategic alignment process is not properly carried out. Consequently, with carefully 
developed e-business planning, implementation and maintenance policies, the Internet 
can be one of the very few tools that SMEs can use effectively to compete in with the 
bigger rivals on the same grounds (Ramsey et al., 2003). 

2.4.3.2 Opportunities and obstacles to international e-commerce 

The empirical and conceptual literature focusing on internationalization and 
electronic commerce has mostly studied the underlying opportunities and obstacles in 
the area. The rise of Internet has allowed firms of all sizes to access international 
markets. By creating a simple web page, any firm can offer a virtual shop window 
easily accessible from all over the world at any time of the day (Leger & Cassivi, 
2003). This may provide an advantage to SMEs as well as firms in developing 
countries since some barriers to entering international markets are now lowered. 
Internet may also be very useful when it comes to gathering information about new 
export markets (Williamson, 1999). Opportunities also arise on the suppliers’ side 
where many firms report having found foreign competitive business partners over the 
Internet (Leger and Cassivi, 2003).  

However, cross-border electronic commerce faces numerous challenges. First, 
there are logistic hurdles. As Drucker (1999) asserts, one of the most important 
challenges facing firms using electronic commerce is not to “sell what they make” but 
to “sell what they can deliver.” The statement is even more valid in the case of 
international trade. For the international delivery of small parcels to end-customers, 
costs and delays can often be highly prohibitive. In the case of transnational business-
to-business (B2B) electronic commerce, many third parties (multimodal logistic 
providers, insurers, banks, etc.) are often required for the completion of transactions; 
it involves tight interactions with these parties, which are sometimes difficult to 
automate, especially for occasional and irregular transactions (Fontanella, 1999). It 
should also be noted that international trade of physical goods is made more complex 
by the numerous documents required by local and foreign authorities. Many of these 
forms, such as the bill of lading, the certificate of origin, the commercial invoice, the 
export license and the insurance certificate, are only available in paper format (Leger 
and Cassivi, 2003).  

Socio-cultural and internationalization issues also affect the business growth 
of firms involved in foreign markets (Leger and Cassivi, 2003). Apart from the 
language and cultural barriers that slow down the internationalization of trade in 
general, some firms need to work on their websites to make them appealing and 
intelligible to international audiences. 

Moreover, in some industry segments, the mobility of professional resources 
and the importance of being physically close to the customer may also be a major 
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constraint for both electronic commerce and international trade (Leger and Cassivi, 
2003).  

2.4.4 E-commerce stage model  

Stage model of e-commerce development which has been proposed by Rao et 
al. (2003) describes the logical evolution of e-commerce by involving different stages 
of development (figure 2.4). A stage is a set of descriptors that characterize the 
evolutionary nature of e-commerce. Such descriptors are for example, brochure ware, 
online catalogues, contact information, one-way and two-way communication, linking 
information, on-line financial transactions, etc. Their model proposes that e-
commerce development takes place in four stages: presence, portals, transactions 
integration and enterprise integration.  

It is important to note that in later stages of the model cost, technological 
demands, and complexity increase. 

Though the stage model as proposed appears sequential, it is not necessary 
that a company begins at the presence stage and then progresses through subsequent 
stages. The model allows for a company to enter at any stage. As technology and e-
commerce awareness increases it can be anticipated that a given company may enter a 
later stage, leapfrogging earlier stages in order to accelerate its development process. 
When a company does this, it is anticipated that all previous stage issues must be 
addressed. (Rao et al., 2003) 

Each of the stages and their characteristics are described in the following 
paragraphs. 

Presence 

Most companies make their first steps in electronic commerce by displaying 
their company brochure and product offer on a Web site. The presence stage involves 
the initial steps that organizations do to get involved in a digital environment. This 
stage is characterized by an organization having a “window to the Web” (Barry, 
2000). At this stage the Website provides information and primarily one-way 
communication to any potential user. This stage is best represented by a company 
having a Web site that provides information about the company’s products and 
services, contact information, and other relevant information in a static manner. 
Another important characteristic of this stage is that there is no integration with 
internal and/or external processes, and the presence is primarily used to attract new 
customers (Rao et al., 2003). 
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Portals 

The portals stage is viewed as the introduction of two-way communication, 
customer or supplier order placing, the use of profiles and cookies. The main 
difference between this stage and the presence stage is the capability of two-way 
communication between the business and customers (B2C) and/or between businesses 
(B2B). The information provided in the presence stage can be coupled with facilities 
for ordering, product feedback, and product and/or quality surveys. This allows not 
only the attraction of new customers, but it also allows the company to engage and 
retain visitors, and relate them to their individual preferences for customization 
purposes. Another advantage of this stage is the ability to link information displayed 
with inventory data, and search capabilities for the users (Rao et al., 2003). It is 
important to note that although there is two-way communication at this stage, it is not 
possible to process financial transactions. 

Transactions integration (TI) 

The transactions integration stage is differentiated from portals stage mainly 
by the presence of finantial transactions between partners. This in turn will require 
higher technical capabilities and IT infrastructure and, thus, SMEs will face new 
challenges to overcome (Rao et al., 2003). Integration at this stage is viewed as the 
integration of internal processes, which allows for the optimization of all the 
operations of the organization. Also, the level of collaboration and sharing of 
information between partners is considered to be low. 
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Figure 2.4 Stages of E-Commerce Development and their characteristics. Source: (Rao et al., 2003) 
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Enterprises integration (EI) 

Enterprises integration refers to complete integration of business processes to 
the extent that old-line business is indistinguishable from online business. This level 
of integration involves high levels of collaboration between customers and suppliers. 
This level of integration utilizes the e-commerce systems to manage customer 
relationships (CRM) and the supply chain (SCM). This stage is somewhat of an idea 
concept for the “e-world” environment. (Rao et al., 2003) 

2.4.5 Applicability of e-commerce stage model to this study 

In this study, we would use the Rao et al. (2003) proposed e-commerce stage 
model, in order to categorize firms based on their e-commerce development and 
according to the determinants of each stage. The determinants of each stage which 
have been applied in this study are: 

 Presence stage: having website which is used as a brochure ware 
 Portal stage: having two-way communication with customers through 

company’s’ website 
 Transaction integration: Ability to receive payments via firms’ website 
 Enterprises integration stage: having full e-commerce integration with 

SCM and CRM 

Based on the assumptions above, if a firm for instance has two-way 
communication through its website, it would be allocated to group 2; although it may 
not have order placing. 

2.5 Frame of reference 

Through this study we have decided to utilize Uppsala model and Born Global 
theory to identify the pattern and process of internationalization of Iranian SMEs. 
Other theories may be limited in their application to the issues addressed here. Growth 
theory, PLC approach and TCA approach are not applicable for SMEs as their 
assumptions have been developed on the basis of MNEs advantages. Resource based 
theory perspective is not pertinent to the purpose of this study. Bradley’s five stage 
model is too broad to approach. Between traditional internationalization models we 
have selected U-model because of its well-acceptance among scholars and among 
new theories we have selected Born Global model. Also since both specified models 
believe the assumptions of the network model, we have considered the suggestions of 
network model inside other two models not in contrast with them.  

Further we have investigated the salient differences between traditional 
(Uppsala) and born-global theories of internationalization in more detail to sharpen 
the distinction between them. Subsequently we use these features as chosen factors 
for inclusion in this study to characterize the actual internationalization experience of 
firms. 
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Table 2.5 presents the principal differences that have been identified between 
the two views and the attributes that might be used to distinguish a firm’s 
internationalization as following the born global or traditional paths. 

 

Born-Global View Traditional stages View Internationalization 
Attributes 

Domestic market largely 
irrelevant (this study requires 
75% export ratios) 

 

Domestic market 
developed first 

 

Home market 

 

Founder has extensive 
experience in relevant 
international markets 

 

None expected 

 

Prior 
internationalization 
experience 

Many international markets 
developed at the same time 

 

International markets 
developed serially 

 

Extent of 
internationalization 

Rapid 

 

Gradual Pace of 
internationalization 

 
Psychic distance irrelevant In order of psychic 

distance 

 

Psychic distance 

Learning occurs more rapidly 
because of superior 
internationalization knowledge 

 

At a pace governed by the 
ability to learn from 
(slowly) accumulated 
experience 

 

Learning to 
internationalize 

 

Realization of competitive 
advantage requires rapid, full 
internationalization; product-
market scope is focused/niche 

 

Not central to the firm's 
motivation to 
internationalize 

 

Firm strategy 

 

Key role as enabler of global 
market reach and learning 

Not central to 
internationalization 

 

Use of information 
and communications 
technology 

 
Rapid development of global Used in early stages of Networks of 

Table 2.5 Salient differences between traditional and Born-Global views of 
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reach requires rapid, 
comprehensive network of 
partners 

 

internationalization and 
gradually replaced with the 
firm’s own resources 

business partners 

 

Crucial to firm success within a 
few years of inception (e.g., two 
years) 

Not crucial to firm success; 
slow 

 

Time to 
internationalize 

 

According to Moen (2002) Born Global firms are defined as having export 
sales higher than 25 percent and an establishment date post 1990; The two key 
elements in this definition are the significant export involvement and the presence of 
only a short period of time from start-up until export. This combination of year of 
establishment/export sales share yields four groups of firms: “old and local”, “old and 
global”, “new and local” and “new and global”. Through this study we have decided 
to use the same principle in order to categorize firms in four groups. Subsequently, the 
possible differences between these four groups of firms in terms of identified factors 
in previous part would be investigated in order to characterize the actual 
internationalization experience of firms. 

Regarding the second research question of this study, in order to find the 
contribution between e-commerce and internationalization attributes, a criterion was 
needed to evaluate firm’s e-commerce development level. Therefore we have decided 
to use Rao et al. (2003) proposed e-commerce stage model to categorize firms based 
on the determinants of each stage. The determinants of each stage which have been 
applied in this study, has been discussed in section 2.4.5. 

Figure 2.5 illustrates the theoretical framework of this study schematically. 
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Figure 2.5 Schematic theoretical frameworks 
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Chapter 3 

Methodology 
 

3. Methodology 

This chapter should give the reader detailed and sufficient information in 
order to make an estimate of the reliability and validity of the method used. So the 
explanation and justification of the choices of methodology approaches that have 
been adapted to answer the research questions posed would be discussed following 
and finally a schematic design of the implementation process of this study would be 
presented..   

3.1 Research Purpose 

Potter (1996) states that methodology is a strategy or plan for achieving some 
goal and provides the blue prints that prescribe how the tools should be used. This 
chapter will start with description of a methodological outline that specifies how the 
researcher proceeded to find out what is required in order to fulfill the purpose of the 
study. Before addressing issues discussed in methodology, we develop our discussion 
about the purpose of the study and the research problem, because they tell readers not 
only what the results of the research are likely to accomplish, but they also identify 
the general orientation of the research, whether qualitative or quantitative (Marshall 
and Rossman, 1999). 

There are many ways to carry out research. Most types of research can be 
classified according to how much the researcher knows about the problem before 
starting the investigation. According to Marshall and Rossman (1999) there are four 
classification of research available when dealing with a research problem (table 3.1). 
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Type of Research 
Purpose Description General Research Questions 

Exploratory 

� To investigate little- understood 
phenomena 

� To identify or discover 
important categories of meaning 

� To generate hypotheses for 
further research 

� What is happening in this 
social program? 

� What are the salient themes, 
patterns, or categories of 
meaning for participants? 

� How are these patterns 
linked with one another? 

Explanatory 

� To explain the patterns related 
to the phenomenon in question 

� To identify plausible 
relationships sharing the 
phenomenon 

� What events, beliefs, 
attitudes, or policies shape this 
phenomenon? 

� How do these forces interact 
to result in the phenomenon? 

Descriptive � To document and describe the 
phenomenon of interest 

� What are the salient actions, 
events, beliefs, attitudes, social 
structures and processes 
occurring in this phenomenon? 

Emancipatory � To create opportunities and the 
will to engage in social action 

� How do participants 
problematize their 
circumstances and take 
positive social action? 

 

As the formulation of the research problem of this study is: “To describe the 
internationalization process in Iranian SMEs with a special focus on the use of e-
commerce”, and due to lack of a definitive theory to explain the internationalization 
of SMEs, the purpose of this study can be described as mainly exploratory; and to 
some extent descriptive,  because our aim is to seek the process of internationalization 
in terms of some chosen factors and to find the contribution of e-commerce with it. 

3.2 Research approach 

A research can be approached in either a qualitative or a quantitative way. The 
qualitative approach implies an emphasis on processes and meanings that are not 
measured in terms of quantity, amount, intensity or frequency. Also qualitative 
researchers stress the socially constructed nature of reality that states the relationship 
between the researcher and the phenomenon under investigation (Guba and Lincoln, 
1994). 

The quantitative researchers emphasize the measurement and analysis of 
causal relationships between variables, not processes (Guba and Lincoln, 1994). 
According to Sullivan (2001), when there is little theoretical support for a 
phenomenon, it may be impossible to develop precise hypotheses, research questions, 

Source: (Marshall and Rossman, 1999) 

Table 3.1 Classification of research 
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or operational definitions. In such cases, qualitative research is appropriate because it 
can be more exploratory in nature. 

Since the purpose of this study is to gain a better understanding of the 
internationalization process with a special focus on the use of e-commerce, researcher 
first attempt is to find the possible difference between Internationalization processes 
of four groups of firms which answers could be quantified. Also the answer to the 
second part of the study is quantifiable as the researcher attempt is to seek the 
contribution between e-commerce and internationalization process of Iranian SMEs. 
In this respect, quantitative approach can be considered in this research. Quantitative 
approach let us to apply some statistical methods to measure some items regarding 
our research proposes. 

3.3 Research strategy 

According to Yin (1994), there are five primary strategies in the social 
sciences:  experiments, survey, histories, analysis of archival information, and case 
studies. Each of these strategies is a different way of collecting and analyzing 
empirical evidence. Although usually, case studies are considered appropriate for the 
exploratory phase, while surveys and histories fit the descriptive phase, and 
experiments are the only way of doing explanatory or causal inquiries, Yin (1994) 
argues that hierarchical view is incorrect and each strategy can be used for all three 
purposes: exploratory, descriptive, or explanatory. 

He distinguishes strategies on the basis of three conditions (Table 3-2): 

• The type of research questions posed 
• The extent of control an investigator has over actual behavioral events 
• The degree of focus on contemporary as opposed to historical events 

 

Research 
Strategy 

Form of research 
questions 

Requires control over 
behavioral events 

Focuses on 
contemporary 

events 
Experiment How, why Yes Yes 

Survey 
Who, what, where, 
how many, how much No Yes 

Archival 
Analysis 

Who, what, where, 
how many, how much No Yes/No 

History How, why No No 
Case study How, why No Yes 

 

Since the purpose of this study is to gain a better understanding of the 
internationalization process of Iranian SMEs, its focus is on the contemporary events 
and empirical data, thus historical strategy and archival analysis are not appropriate. 

Source: (Yin, 1994) 

Table 3.2 Relevant situations for different research strategies 
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Also we can not and need not control over behavioral events, therefore experiment 
would be omitted.  

Based on the formulation of research questions, survey strategy suits the 
purpose of the study which provides the possibility of gaining information from a 
large number of respondents which yields more general view of the phenomenon 
under study.  

3.3.1 Measurement Scale 

The questionnaire instrument consisting of three parts was developed 
according to the identified factors from literature review. The first part was addressed 
company demographics; the second part was focused on company internationalization 
process in terms of time to internationalization, capability to internationalize, 
importance of the home market, psychic distance, influence of firm strategy and use 
of networks; and the last part was about company’s usage of e-mail and e-commerce 
capabilities. Likert, simple category, multiple choice/single-response, multiple 
choice/multiple-response scales were used for designing the questions. A pilot test 
was conducted to assess the reliability of the data. After the pilot test, some questions 
were omitted and some question wording was rephrased to clarify the text better. 

3.4 Data Collection  

Data gathering may range from a simple observation at one location to a grand 
survey of multinational corporations in different parts of the world. The method 
selected will vastly determine how the data are collected. Questionnaires, 
standardized tests, observational forms, laboratory notes and instrument calibration 
logs are among the devices used to record raw data (Cooper and Schindler, 2003). 

This study uses various sources to collect data in order to improve the study’s 
validity. These sources are as per following: 

 IICE exhibitions: Exhibitions which were powered by Iran international exhibition 
company (IICE is the largest and the leading organizer of international and 
specialized exhibitions in Iran) was suitable for this research because many of 
the firms which taken apart, cover the research criteria for sample selection. 
Some of these exhibitions are: 1st Int’l exhibition of cooperative trade, 7th Int’l. 
telecommunication, 5th Int’l. Confectionery exhibition, 15th Int’l. exhibition of 
sanitary tiles and ceramics and 5th Int’l. exhibition of Iran Plast. 

 TPO directory: Iran trade promotion organization (TPO) website (www.tpo.ir.) is 
one of the most well-known websites which contains information about 
Iranian exporters. We have used IPO directory to get the contact information 
of top exporters of four recent years. 

 Iran-Export directory: www.Iran-export.com  is the other website which contains 
Iranian exporters information categorizing by their product, industry and … 
This site also has been used through this research in order to reach sample 
firms. 

http://www.tpo.ir
http://www.Iran-export.com
http://www.tpo.ir
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Totally 120 questionnaires had been distributed from which 112 
questionnaires were returned (93 percent response rate) and 105 were valid. The high 
response rate is because 76% of the questionnaires were fulfilled by 
personal/telephone interviews, 8% telephone interviews and 16% were self-
administered. Seven questionnaires which were self administered, rejected for 
following reasons: 

• Was uncompleted 
• Didn’t fill by the right person 
• Filled by firms with more than 250 employees 

All the questionnaires have been answered by companies CEOs or export 
managers. 

3.5 Sample selection 

According to Saunders and Thornhill (2000), sampling techniques provide a 
range of methods that enable you to reduce the amount of data you need to collect by 
considering only data from a subgroup rather than all possible cases or elements. 

Regarding the purpose of this study and our research strategy we have used 
random sampling that each population element has an equal chance of being selected; 
and the criteria for sample selection in this research are: 

• Small and medium sized enterprises by operational definition in chapter 1. 
• Have export experience. 
• Independent ownership. 
• Base in Iran. 

We didn’t consider any other feature for sampling in this study. 

3.6 Data analysis 

As a first step toward comparing the experience of firms to Uppsala and Born 
Global models of internationalization, we would categorize firms. 

Based on the definition of Born Globals in this study as having export sales 
higher than 25 percent and an establishment date post 1999; and according to Moen 
(2002), this combination of year of establishment/export sales share yields four 
groups of firms which have been presented in table 3.3. 

Through this study we have used the above principle in order to categorize 
firms in four groups. Subsequently, the possible differences between these four 
groups of firms in terms of identified factors in previous chapter (time to 
internationalization, capability to internationalize, importance of the home market, 
psychic distance, influence of firm strategy, and use of networks) have been 
investigated in order to characterize the actual internationalization experience of firms 
(answering the first research question). 
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 Firm established 
Export sales (%) 1959-1998 1999-2006 

< 25     Old and Local New and Local 
> 25 Old and Global New and Global (Born Global) 

 

The suitable statistical method for identifying the existence of meaningful 
differences between groups of firms according to above mentioned aims is one-way 
analysis of variance which has been applied in this study in order to answer the first 
research question.  

One-way analysis of variance procedure is a useful method which applies to 
examine the differences in the mean values of the dependent variable for several 
categories of a single independent variable or factor. In other words ANOVA is using 
to test the null hypothesis that the means of three or more populations are the same 
against the alternative hypothesis that all population means are not the same. (Mann, 
1995)  

On the other hand in order to find the contribution of e-commerce and 
internationalization as our second research question, first according to Rao and Metts 
(2003) the firms have been categorized in 4 e-commerce levels of email stage, 
presence stage, portal stage and transaction stage (in chapter four it would be 
discussed that the “enterprises integration stage” has been omitted because no firm 
were found which utilize e-commerce at this level and “email stage” has been added 
before the first level of Rao and Metts model for the firms which don’t have website 
but they use emails for their international communications)  and then to find out how 
e-commerce is related to internationalization process factors (time to 
internationalization, capability to internationalize, importance of the home market, 
psychic distance, influence of firm strategy, and use of networks), the Correlation 
between e-commerce level (email …transaction stage) and internationalization 
attributes has been measured by the means of SPSS software Correlation procedure. 

The Correlations procedure computes Pearson's correlation coefficient, 
Spearman's rho, and Kendall's tau-b with their significance levels. Since our variables 
in this study were qualitative or variables with ordered categories, through our 
analysis we have used Spearman’s rho correlation coefficient which measure the 
association between rank orders. Correlation coefficients range in value from -1 (a 
perfect negative relationship) and +1 (a perfect positive relationship). A value of 0 
indicates no linear relationship. 

Additionally we have used some common statistical approaches through the 
whole study such as mean, percentages and frequencies and the findings have been 
displayed by charts and tables.  

 

Source: (Moen, 2002) 

Table 3.3 Classification of the firms 
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3.7 Quality Criteria 

The validity of a scale may be considered as the extent to which differences in 
observed scale scores reflect true differences among objects on the characteristic 
being measured, rather than systematic or random error (Malhotra and Bricks, 1999).  

The content validity of a measuring instrument is the extent to which it 
provides adequate coverage of the investigative questions guiding the study (Cooper 
and Schindler, 2003). As the researcher and four experts examined the scale items to 
adequately cover the entire domain of the construct being measured, we have assessed 
the content validity. 

The attributes which have used in this research to build up the construct under 
study (“attributes that might be used to distinguish a firm’s internationalization as 
following the born global or Uppsala model paths”), was operationally defined and 
developed according to Uppsala and Born Global theories which corresponds to 
Chetty and Campbell-Hunt (2004) assumptions in their research. Furthermore the 
results that we have gained agree with the findings of Chetty and Campbell-Hunt 
(2004) from some aspects. Therefore based on the above two issues, we may conclude 
that our instrument has construct validity. 

In order to assess stability of our measure, we have used test-retest 
methodology by repeating the measurements of the same 10 companies with the same 
instrument, three weeks after our first test. The comparison between the results of two 
tests showed that our measure possess high stability with correlation coefficient of on 
average 0.9.  
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Chapter 4  

Data Description Analysis and Results 
 

4. Data Description Analysis and Results 

The following chapter presents empirical data gathered and the analysis of 
them based on the theories from previous chapters. Initially general information 
would be presented and then each research question will be analyzed separately 
supporting by the logic behind each method. 

4.1 Responses 

Among 120 total questionnaires, 112 questionnaires returned (93 percent 
response rate), of which 105 were valid (88 percent). The high response rate is 
because most of the questionnaires were fulfilled by personal/telephone interviews.  
All the sample firms in this study were manufacturers and none of them were 
involved in providing services.  

4.2 General Information 

In this section we aim at describing the samples through the characteristics of 
the firms. In this respect, the managers’ responses to the questionnaire are taken into 
consideration. Demographic information covers 17.1% of the answers in the 
questionnaire. Summary of this data is presented as per following: 

4.2.1 Number of employees 

Figure 4.1 shows the overall pattern of number of employees in the firms. As 
it is obvious in the figure most of firms in our sample have 50 or higher number of 
employees.  
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Number of employees

1 to 20
16%

20 to 50
23%

50 to 100
20%

100 to 250
41%

 
 

4.2.2 Customization of Products 

Companies may offer their products in different ways. It may be fully standard 
for all target markets and customers. Also some firms offer the products which are 
fully customized based on their customers preferences. Moreover there are some firms 
that use both strategies based on different situations. Figure 4.2 shows the percentages 
of these three categories in sample firms of this research. 

Customization

39%

46%

15%

Fully customized
Fully standard
Both

 

 

4.2.3 Type of Customers 

As can be seen in figure 4.3, most of the sample firms in this study sell their 
products to end-user customers rather than businesses. 

Figure 4.1 Number of employees 

Figure 4.2 Customization of products 
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Type of Customers

B2B
37%

B2C
63%

 

 

4.2.4 Web site 

Results from 105 questionnaires of this research, shows that almost 60% of 
sample firms have Internet web site (figure 4.4). 

Website

Have 
57%

Don't have 
43%

 

 

4.2.5 First Target market 

Through the questionnaire, we have asked the managers to specify the first 
country/market that their company has started its export from it. Results have been 
shown in figure 4.5. 

As figure 4.5 illustrated, while the first export markets of most sample firms 
are the neighboring countries in the Middle East, CIS countries and Persian Gulf 
countries, totally only under 7% of companies export to North America, Australia, 
Africa and Far East countries . Also a significant number of firms have had export to 
Europe as their first chosen target market.  

Figure 4.4 Having Website 

Figure 4.3 Types of Customers 
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As another question we have asked the firms to report the year of their initial 
export. The results have shown that almost 71 percent of firms in our study have 
started their international activities after 1999. 

 

First Target Market

43.2%

20.0%

3.2%
10.5%

1.1% 2.1%

18.9%

1.1%
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4.3 Categorizing Firms 

As a first step toward comparing the experience of the sample firms to 
traditional and born-global models of internationalization, we categorize firms with 
respect to their establishment date and also their export intensity. 

Based on the definition of Born Globals in this study as having export sales 
higher than 25 percent and an establishment date post 1999 (maximum seven years 
lag between inception and first exporting), and also according to Moen (2002), this 
combination of year of establishment/export sales share, yields four groups of firms 
which would be discussed in following parts: 

Old and Local firms 

Almost 45% of firms in this study were old low level involvement exporters 
(old and Local) which focus mostly on Iran local market. They only export 2 to 20 
percent of their total sales to average 6 countries and they have a strong domestic 
market before they start to internationalize.  As is shown in table 4.1, the difference 
between the year the firm began exporting ranges from 3 to 37 years. On average it 
takes 17 years for these types of firms to internationalize. 

Old and Global firms 

Nearly one third of the samples in our study were old high level involvement 
exporters which sell their products in up to 60 countries worldwide. As is shown in 
table 4.1, old and global firms export up to 100% of their sales which is the highest 
record of export involvement among other three groups. These groups of firms take a 

Figure 4.5 First Target Market 
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long time to make their internationalization debut, which is on average 10 years while 
maximum 30 years. 

 

   Old New 
  Local Global Local Global 
Percentage of firms 44.2 27.4 11.6 16.8 
     
Year of founding     
Min to Max  1959-1998 1956-1998 1999-2005 1999-2004 
Average 1983 1986 2002 2002 
     
Average year of export start 2000 1996 2004 2004 
     
Year to export     
Min to Max  3-37 0-30 0-5 0-6 
Average 17 10 2 2 
     
Export intensity (%)     
Min to Max  2-20 25-100 5-20 25-90 
Average 7.8 63.1 10.8 41.0 
     
Number of countries     
Min to Max  1-20 3-60 2-11 3-15 
Average 6 13 5 6 

New and Local firms 

The newly established low level involvement exporters only export 5 to 20% 
of their sales to 5 countries (on average). As is shown in table 4.1, they start their 
limited export activities soon after their inception, although their main focus is on 
local market. 

New and Global firms 

The newly established high involvement exporters (Born Globals) make their 
international debut soon after their inception. In accordance with the definition of 
Born Globals in this study, these firms begin their export in maximum 6 years after 
their foundation while they reach more than 25% export involvement. As table 4.1 
indicates, these firms have expanded their export to 3 to 15 countries worldwide and 
their main focus is on their international activities.  

4.3.1 Four Groups demographics 

In this part, demographic characteristics of four specified groups would be 
investigated.  

Table 4.1 Characteristics of four categorized group of firms 
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According to the table 4.2, the old and local group has the highest number of 
employees mean (103.2). Also local firms mostly sell their products in standard ways 
while in contrast global firms customize their products based on their customers’ 
preferences. With a special focus on the new and global firms, it seems that most of 
the firms sell their products in both ways, based on the nature of their products and 
also their customers’ favors. 

 

          Old       New 
  Local Global Local Global 
Number of employees     
Minimum 10 15 12 4 
Maximum 240 220 230 240 
Mean 103.2 101.5 93.6 84.5 
     
Product customization (%)    
Fully customized 42.9 46.1 27.3 25.0 
Fully standard 47.6 42.3 63.6 37.5 
Both 9.5 11.5 9.1 37.5 
     
Type of customers (%)     
B2B 45.2 19.2 27.3 43.7 
B2C 54.8 80.8 72.7 56.2 
     
Web site (%)     
Have 66.7 50.0 54.5 43.8 
Don't have 33.3 50.0 45.5 56.3 

As table 4.1 indicates, most of the firms in this study sell their products to 
consumer markets rather than businesses. Also the only group in which the number of 
firms without web site is higher than the number of firms with web site is new and 
global group; in contrast more than two third of the firm in old and local group do 
have web site. 

4.4 Internationalization Process  

In this section in order to answer the first research question of this study, and 
with respect to salient differences between Uppsala and Born Global theories of 
internationalization, as chosen factors to characterize the actual internationalization 
process of firms, possible differences among four groups of firms (old and local, old 
and global, new and local, new and global) would be investigated. 

As has been discussed in chapter three, the suitable statistical method for 
identifying the existence of meaningful differences between groups of firms according 
to the purpose of this study is one-way analysis of variance. 

Table 4.2 Demographic characteristics of four groups 
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To make a test about the equality of four groups (populations) means per each 
factor and since µ1, µ2, µ3 and µ4 be the means, the null and alternative hypothesis are: 

H0: µ1 = µ2 = µ3 = µ4               (the means for four groups are equal) 

H1: All four means are not equal 

Now we need to know the df for the numerator and the denominator. We know that: 

Total number of observations (n) = 105 

Number of groups (k) = 4 

So: 

Number of degrees of freedom for the numerator (k-1) = 3 

Number of degrees of freedom for the denominator (n-k) = 101 

Considering 95% confidence level (area in the right tail under F distribution 
curve: α= 0.05), 3 df for the numerator and 101 df for the denominator, the critical 
value of F from the F distribution table is 2.72. Therefore the F-values higher than 
2.72 may show the meaningful difference between 4 groups of firms and reject the 
null hypothesis that the means of four populations are the same against the alternative 
hypothesis that all population means are not the same. 

Table 4.3 shows the results of one-way analysis of variance, comparing four 
groups of firms in terms of internationalization factors (time to internationalization, 
capability to internationalize, importance of the home market, psychic distance, 
influence of firm strategy, and use of networks). As cited before, F-values higher than 
2.72 show a meaningful difference between four groups of firms. A detail description 
and analysis of results for each of the factors of table 4.3 would be discussed in next 
sections. 

 

      Old firms     New firms   Comparison of groups of firms in 
terms of their IP Local Global Local Global F-value

Positions in domestic market 4.24 2.92 3.09 3.38 8.68*
      
Managers perceptions about the 
importance of the position of the 
firm in domestic market 

4.29 3.00 2.36 3.50 6.55*

      
Firm's founder prior international 
experience 2.31 2.58 3.73 3.25 2.59
      

Table 4.3 Four group’s comparison in terms of their internationalization processes 
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Extent of internationalization 
(serially or at the same time) 1.93 1.81 1.82 1.88 0.81

      
Pace of internationalization 
(gradual or rapid) 1.07 1.19 1.18 1.19 0.90
      
Relevance of psychic distance 4.40 4.04 4.27 4.19 0.38
      
Managers perception about the 
importance of the firms strategy in  
rapid internationalization 

3.81 4.04 4.55 4.19 1.30

      
Firm’s product range 2.43 2.69 2.64 2.56 1.23
      
Market segment which the firm 
involves 1.55 1.23 1.27 1.38 2.68
      
Importance of marketing research 2.62 3.12 3.36 3.88 3.00*
      
Network of business partners 1.93 1.96 2.00 2.06 1.43
      
Managers perception about 
importance of IT in 
internationalization 

4.21 4.15 4.36 4.19 0.09

 

4.4.1 Importance of the Home Market 

The F-value higher than 2.72 for this factor (8.68), shows that a meaningful 
difference exists between four groups in terms of “position in domestic market” 
factor. High scores (means) on this factor imply a strong position of the sample firm 
in domestic market. As can be seen from table 4.3, “old and local” group possess the 
highest score. Also the “new and global” group position in Iran is considerably high. 

Figure 4.6 illustrates the proportion of each answer (1 to 5) per each of the 
four groups. As can be seen, the firms which where categorized as “old and local” 
have chosen item number 3, 4 or 5 and none of them has chosen item 1 or 2 which 
stands for week domestic market. Also it is evident that almost half of the firms in 
“new and local” group have chosen item 3 which means their position in domestic 
market is moderate. The firms in “old and Global” group have chosen “very 
unsatisfactory” item more than other three groups.  

* F-values higher than the limit 
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In order to find out the managers perception about the importance of domestic 
market in successful internationalization of the firms, managers have been asked to 
express their idea by choosing one of the items from 1 as “Irrelevant” to 5 as “very 
important”. Figure 4.7 shows the proportion of each answer per each group. As can be 
seen, three out of four managers of “old and local” firms express that it is essential for 
them to sell their products locally to gain experience and international credibility. The 
managers of “old and global” and “new and local” group, more than the other 
managers, believe that domestic market position is irrelevant to internationalization. 
The importance of home market position of the firm is significantly high for “new and 
global” firm’s managers while their main focus is on international markets.   
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Figure 4.7 Managers perception regarding domestic market importance in successful internationalization 

Figure 4.6 Position of the firm in domestic market 
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4.4.2 Prior International Experience 

There is little difference among the four groups in the internationalization 
experience of their founders and leaders based on obtained F-value which is lower 
than limit (table 4.3). High scores on “prior international experience” variable means 
the founders had extensive international experience before firm start up. Therefore as 
can be seen from table 4.3, the founders of new firms whether global and local, more 
than the other group’s founders have international experience. 

The proportion of selected items for each group has been illustrated in figure 
4.8. As figure shows, most of the founders of “old and local” group have no 
international experience at all. In accordance with the result from table 4.3, this figure 
also indicates that new firms’ founders have higher international experience rather 
than old firms. 
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4.4.3 Extent and Pace of Internationalization 

Taking the F-value for extent and pace of internationalization factors in table 
4.3 which is much lower than limit, the difference among the four groups is 
negligible. 

As figure, 4.9 and 4.10 indicate, over 75% of firms in all four groups have 
internationalized serially and gradually. The proportion of firms which 
internationalize rapidly and/or have export to many countries at the same time is very 
low especially for the “old and local” group. Also the largest difference between two 
items (many countries at the same time & serially) can be seen in “old and local” 
group. 

Figure 4.8 Firm’s founder prior international experience 
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4.4.4 Psychic Distance 

There is little difference among the four groups in terms of “relevance of 
psychic distance” factor, since marked F-value is lower than limit (table 4.3). A high 
score (mean) on this factor represent higher relevance of psychic distance with firm 
internationalization process. As table shows the highest score is related to “old and 
local” followed by “new and local” group. 

Figure 4.9 Extent of Internationalization 

Figure 4.10 Pace of Internationalization 
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Figure 4.11 shows the proportion of answers per each group. As can be seen a 
large proportion of firms choose export markets with consideration of psychic 
distance between Iran and that country and this is true for all four groups in this study.  
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The choice of first export country for sample firms categorized in four groups 
has been illustrated in figure 4.12. Not only most of the firms in the “old and local”, 
“old and global” and “new and local” categories but also about 80% of firms in the 
“new and global” group have started their export by selecting countries with a close 
psychic distance to Iran, such as neighbor countries, Persian golf countries and CIS 
countries. 
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Figure 4.11 Relevance of Psychic Distance 

Figure 4.12 First Target Market 
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4.4.5 Firm Strategy  

Managers Perception  

Four groups don’t have meaningful difference with respect to “manager’s 
perception about the importance of the firm’s strategy in rapid internationalization” 
since the F-value is lower than the limit (table 4.3). However, as far as table 4.3 
shows, the highest mean scores belong to new firms in both groups of local and 
global; in contrast, the lowest mean is related to “old and local”. Therefore the 
managers of new firms whether global or local, more than the other group’s managers 
have international experience. 

Considering the share of each answer for four groups firms (figure 4.13 
illustrates), we can identify that, although 43% of firms managers in “old and local” 
group believe that firm strategy is very important in rapid internationalization, but 
45% of them have chosen item 1-3 which shows they think that rapid 
internationalization is not highly related to firm strategies at the beginning of 
internationalization.    
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When we compare the results from this part with the results from founder’s 
prior international experience (section 4.4.2), it seems that the firms which have been 
established by founders who have more prior international experiences (mostly belong 
to the two groups of “new and local” and “new and global”), are leading by managers 
who mostly value firm strategy to rapid internationalize.     

 

 

Figure 4.13 Managers Perception about Role of the Firm Strategy in Rapid Internationalization 



 69

Firm’s Product Range and Type of Market segments 

There is little difference among the four groups in terms of “Product range” 
and “market segments which the firm involves” factors, since marked F-values are 
lower than specified limit (table 4.3). 

As figure 4.14 indicates, we have asked the respondents to specify their 
company product range by choosing one of the items 1 to 3. Most of the firms in our 
study were involved in a diverse range of products and a significant number of “old 
and local” firms are active in specialized products. Also only a small proportion of 
firms products are technology intensive and highly specialized. 
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In the next part of the questionnaire we have asked the firms to specify which 
type of market do they involve: broad market segments or niche markets. As figure 
4.15 shows, most firms in our study expressed that they involve in broad market 
segments. Considering “old and local group” most of the firms are active in niche 
markets rather than broad markets which is in accordance to the results from figure 
4.14 which shows that this group mostly engage in production of specified products. 

Figure 4.14 Firm’s Product Range 
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Importance of Marketing Research 

The F-value higher than 2.72 for this factor (3.0), shows that a meaningful 
difference exists between four groups in terms of “importance of marketing research” 
factor. High scores (means) on this factor imply a strong role of marketing research in 
selection of international markets to enter. As can be seen from table 4.3, “new and 
global” group possess the highest score and second high mean score is related to “new 
and local” group. The importance of marketing research for “old and local” group is 
lower than the others.  

Having a look at the proportion of each answer per each of the four groups 
(figure 4.16), we can see that large number of firms in both groups of “old and local” 
and “old and global” do not select their international markets on the basis of 
marketing research. 

Comparing the findings from this part with results on “founders prior 
international experience” (section 4.4.2) and “managers perception about firm 
strategy”, we may conclude that the founders of new firms in this study (whether 
global or local) have more prior international experience, their mangers perceive 
strategy as key role in early internationalization and when they want to select an 
international market, value marketing research more than other groups of firms.    

Figure 4.15 Market segments 
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4.4.6 Use of Networks of Business partners 

 According to table 4.3, the F-value for “networks of business partners” factor 
is lower than the limit; therefore from statistical view point four groups in our study 
don’t have a significant difference in terms of business partner’s network. 93% of 
“old and locals”, 96% of “old and globals”, 100% of “new and locals” and 100% of 
firms in “new and global” group, expressed that networks of business parents have 
played an indispensable role in the internationalization of their firms. 

In order to be more precise about this role in their real operations and 
according to Uppsala model (steps of development within a specific country), as 
another question, we asked the firms to specify the steps that they have undertaken to 
develop their international activities within any specific country by answering 
following question: 

“For your main export markets, which of the following internationalization 
activities have you experienced? Please rank them based on their sequence.” 

o Irregular export 
o Export (regular) via independent agents 
o Creation of an offshore sales subsidiary 
o Overseas production/ manufacturing facilities 

About 70% of the firms in each of the four groups expressed that they have 
experienced first two steps of Uppsala-model. They explained that they have started 
by irregular export mostly by joining international exhibitions and now they are 
exporting via independent agents. 5% of “old and locals”, 20% of “old and globals” 
and 10% of firms in “new and local” groups exactly ranked the first three steps of 
Uppsala-model, so at the time of this study they have created sales subsidiaries in 
different international markets. None of the firms from “new and global” group in our 

Figure 4.16 Importance of Marketing Research 
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study have had sales subsidiary and totally none of the four group firms have 
developed manufacturing facilities abroad. 

20% of “new and Globals” and 17% of “old and locals” expressed that they 
have direct sale, while only 10% of firms in other remaining groups have sale to their 
customers in direct ways, without intermediaries involvement. Comparing the results 
on this part with figures 4.14 and 4.15, it seems that the groups that have higher 
proportion of direct sales, have had higher involvement in producing specialized 
products through niche markets which is logical. 

4.4.7 Managers Perception about Use of Information Technology 

In this section we have asked the managers perception about the role of IT in 
their internationalization. Table 4.3 shows that the F-value for this factor is lower than 
the limit therefore there isn’t any meaningful difference among four groups in this 
regard.   

As figure 4.17 illustrates, at least half of the managers in all four groups 
believe that information technology plays a central role in international activities of 
firms. 
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4.5 Contribution between e-commerce and internationalization 
process  

In order to answer the second research question, first we would categorize the 
firms in four e-commerce groups based on the level of the e-commerce usage in their 
international activities. Then the contribution between e-commerce development and 
specified internationalization factors in previous parts would be investigated.  

Figure 4.17 Managers perception about the importance of IT in Internationalization 
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4.5.1 E-commerce usage in Internationalization Process 

According to Rao and Metts (2003), e-commerce development takes place in 
four stages of: presence, portals, transactions integration; and enterprise integration. 
Through this study, we would adapt Rao and Metts model in a way that helps us to 
analyze the obtained data more effectively. Therefore the enterprises integration has 
been omitted from e-commerce development stages because no firm found which 
utilize e-commerce at this level. Also we have added email stage as an elementary 
level of using e-commerce, before the first stage of Rao and Metts (2003) model 
representing the category of firms which don’t have any website but use email in their 
international communications. Totally the e-commerce development stages which 
would be used in this study are:  

(1) Email stage  
(2) Presence 
(3) Portals  
(4) Transactions integration 

Since the distribution of whole sample firms between these four groups is: 
43.1% stage one, 7.4% stage two, 47.4% stage three and 2.1% stage four, more than 
80% of firms in our study belong to the groups one or three.  

Table 4.4 illustrates the firm’s e-commerce usage in their international 
activities in more details for each of the four e-commerce development categories. 

The firms in presence stage use their website as a brochure ware and do not 
use other e-commerce capabilities through it. They just have opened a window to the 
web. 

 

  EC level 

E-commerce usage Email 
stage 

Presence 
stage 

Portals 
stage 

Transaction 
integration 

stage 
Brochure ware (Product, 
company information) 0% 100% 100% 100%

  
Collecting customers 
information 0% 0% 82.2% 100%

  
2way communication 0% 0% 100% 100%
  
Ordering 0% 0% 8.9% 100%
  
Use of profiles and cookies 0% 0% 2.2% 50%
  
Receiving product feedback 0% 0% 88.9% 100%
  

Table 4.4 E-commerce usage based on e-commerce development stages 
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Performing quality survey 0% 0% 2.2% 100%
  
Relate customers to their 
preferences 0% 0% 0% 50%

  
Customizing products based 
on customers preferences 0% 0% 4.4% 100%

  
Advertising and promotion 0% 0% 15.6% 50%
  
Tracking customers’ orders 0% 0% 4.4% 100%
  
Receive payments 0% 0% 0% 100%
  
Use credit card companies 0% 0% 0% 100%
  
Use EC, SCM, ERP and CRM 
in an integrated system 0% 0% 0% 0%

 

All of the companies which have been categorized in portal stage have 2way 
communication with their customers (as it is obvious from the definition of portals). 
82% of them collect their visitors’ information through a form which have had put in 
their website (table 4.4). Also 88% of them receive the feedback about their products 
from comment part in their website.  Only 9 percent of these firms have order placing 
through their website and 15 percent perform quality survey from the information that 
they have gathered from their customers view points. Only a small number of firms 
use profiles and cookies or track their customers’ orders. 

The firms which categorized in the fourth stage use most of the capabilities of 
e-commerce as they have money transactions with the help of some credit card 
companies. 

Since the firms in email stage don’t have any website, the whole column of e-
commerce usage is zero for the firms in this stage. To be more precise, we asked them 
to specify how much they use emails in their international activities by choosing one 
of the Likert-type answers. The statistics for the proportion of answers have been 
shown in table 4.5. As can be seen almost half of the firms in this group use emails for 
their communications in extensive amounts. However one fifth of them don’t utilize 
any types of e-commerce technologies in their international activities therefore they 
use traditional ways for their communications. 

 

Email usage in 
international activities 1   None 2 3 4 5   Extensive 

Percentage  23.2% 4.2% 14.7% 11.6% 46.3% 

Table 4.5 Email usage in international activities 
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4.5.2 E-commerce and Internationalization Process Attributes  

As our second research question we are interested to find how e-commerce is 
related to some of internationalization process attributes which seems to have 
relationship with e-commerce (importance of the home market, prior international 
experience of the founder, extent and pace of internationalization, psychic distance, 
number of export target markets, firm strategy, networks of business partners and 
importance of IT).  

A suitable method for this purpose is Correlation procedure which computes 
Pearson's correlation coefficient, Spearman's rho, and Kendall's tau-b with their 
significance levels. Since our variables in this study were quantitative or variables 
with ordered categories, through our analysis we have used Spearman’s rho 
correlation coefficient which measure the association between rank orders. 
Correlation coefficients range in value from -1 (a perfect negative relationship) and 
+1 (a perfect positive relationship). A value of 0 indicates no linear relationship. 

Before calculating a correlation coefficient, we have screened our data for 
outliers (which can cause misleading results) therefore 4 cases out of 105 total data 
have been omitted. Correlation coefficients significant at the 0.05 level are identified 
with a single asterisk, and those significant at the 0.01 level are identified with two 
asterisks. Results had shown that correlations between e-commerce and some of the 
internationalization attributes are considerable.  

The comparison of four e-commerce groups in terms of the 
internationalization attributes; and the relationships (whether significant or not) 
between e-commerce and these internationalization attributes have been shown 
through following parts: 

E-commerce and Importance of the Home Market 

Figure 4.18 shows the mean scores for each of the four e-commerce groups. 
The higher mean scores are related to firms which have a stronger position in 
domestic market. It shows that the firms in “portal stage” have the most satisfactory 
position in domestic market. 
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Table 4.6 illustrates the results of SPSS correlation analysis between “e-
commerce level” and “importance of the home market” variables. The Spearman’s 
rho Correlation coefficient is 0.233 which is positive and significant at the 0.05 level 
(two-tailed) so the relationship exists between these two variables which is positive.  

 

 
     ECSTAGE DOMESTIC 

Correlation 
Coefficient 1.000 .233(*) 

Sig. (2-tailed) . .019 

ECSTAGE 

N 101 101 
Correlation 
Coefficient .233(*) 1.000 

Sig. (2-tailed) .019 . 

Spearman's rho 

DOMESTIC 

N 101 101 
           * Correlation is significant at the 0.05 level (2-tailed). 
 
 

E-commerce and Prior International Experience of Founder 

Figure 4.19 shows “firm’s founder prior international experience” mean scores 
for four e-commerce levels. The highest average prior international experience is 
belonged to the founders of firms in “transaction integration stage” and then the 
founders of firms in “portal stage”. 

Figure 4.18 E-commerce groups and importance of the home market 

Table 4.6 The correlation between e-commerce level and importance of the home market  
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But as can be seen from table 4.7, we haven’t found any significant 
relationship between “e-commerce level” and “prior international experience of 
founder”. 

 

 
      ECSTAGE I.EXP 

Correlation 
Coefficient 1.000 .063 

Sig. (2-tailed) . .528 

ECSTAGE 

N 101 101 
Correlation 
Coefficient .063 1.000 

Sig. (2-tailed) .528 . 

Spearman's rho 

I.EXP 

N 101 101 

 

Extent and Pace of Internationalization 

As it has been cited in previous parts, the preset ordered categories for extent 
and pace of internationalization variables are: 

• Extent of internationalization: 1. many countries at the same time, 2. serially 
• Pace of internationalization: 1.gradual, 2. rapid 

Tables 4.8 and 4.9 illustrate the correlation between “e-commerce level” and 
“extent and pace of internationalization”. As can be seen, the correlations are not 
significant. 

Figure 4.19 E-commerce groups and prior international experience of founder 

Table 4.7 The correlation between e-commerce level and prior international experience of founder  
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      ECSTAGE SERI 

Correlation 
Coefficient 1.000 -.153 

Sig. (2-tailed) . .127 

ECSTAGE 

N 101 101 
Correlation 
Coefficient -.153 1.000 

Sig. (2-tailed) .127 . 

Spearman's rho 

SERI 

N 101 101 
 
  
 
 
 

      ECSTAGE PACE 
Correlation 
Coefficient 1.000 .115 

Sig. (2-tailed) . .252 

ECSTAGE 

N 101 101 
Correlation 
Coefficient .115 1.000 

Sig. (2-tailed) .252 . 

Spearman's rho 

PACE 

N 101 101 

E-commerce and Psychic Distance 

Figure 4.20 indicates the mean scores of the relevance of psychic distance 
(1irrelevant…5very important) for e-commerce groups. As can be seen the psychic 
distance has its highest importance for “emails stage” population and the lowest 
importance for “transaction integration group”. 

EC & Psychic Distance
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Table 4.8 The correlation between e-commerce level and extent of internationalization  

Table 4.9 The correlation between e-commerce level and pace of internationalization  

Figure 4.20 E-commerce groups and relevance of psychic distance 
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Table 4.10 illustrates the correlation between “e-commerce level” and 
“relevance of psychic distance” for the firms under study. The results indicate a 
negative correlation which is not significant. Therefore there isn’t any association 
between e-commerce and “relevance of psychic distance” according to the findings in 
this study. 

  
 

      ECSTAGE PSY 
Correlation 
Coefficient 1.000 -.147 

Sig. (2-tailed) . .143 

ECSTAGE 

N 101 101 
Correlation 
Coefficient -.147 1.000 

Sig. (2-tailed) .143 . 

Spearman's rho 

PSY 

N 101 101 

E-commerce and Firm’s Product Range 

The result of correlation analysis between “e-commerce level” and “firm’s 
product range” variables has been shown in table 4.11. The correlation is negative and 
significant at the 0.01 level by - 0.347 Spearman’s rho correlation coefficient. The 
ordered categories for these two variables are: 

Firm’s product range: 1.innovative and unique, 2. specialized and 3. Diversified 

 

 
     ECSTAGE PRODUCT 

Correlation 
Coefficient 1.000 -.347(**) 

Sig. (2-tailed) . .000 

ECSTAGE 

N 101 101 
Correlation 
Coefficient -.347(**) 1.000 

Sig. (2-tailed) .000 . 

Spearman's rho 

PRODUCT 

N 101 101 
           ** Correlation is significant at the 0.01 level (2-tailed). 

E-commerce and Type of Market Segments 

Correlation coefficient analysis between “e-commerce level” and “type of 
market segment in which the firm involves” variables has been shown in table 4.12. 
Correlation coefficient of 0.350 means a considerable positive association between 
these two variables. As it has been mentioned before, the categories for type of market 
segment are:  

Type of market segment: 1.broad market segments, 2. niche market segments 

 

Table 4.10 The correlation between e-commerce level and relevance of psychic distance  

Table 4.11 The correlation between e-commerce level and firm’s product range  
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      ECSTAGE MARKET 
Correlation 
Coefficient 1.000 .350(**) 

Sig. (2-tailed) . .000 

ECSTAGE 

N 101 101 
Correlation 
Coefficient .350(**) 1.000 

Sig. (2-tailed) .000 . 

Spearman's rho 

MARKET 

N 101 101 
             ** Correlation is significant at the 0.01 level (2-tailed). 

E-commerce and Use of Networks of Business partners 

According to the table 4.13, there isn’t any significant relationship between 
“e-commerce level” and “use of networks of business partners. The ordered categories 
for “use of networks of business partners” are: 

Use of networks of business partners: 1.have played an indispensable role in 
internationalization of our firm, 2. don’t play an important role in 
internationalization of our firm 

  
 

      ECSTAGE NBP 
Correlation 
Coefficient 1.000 -.171 

Sig. (2-tailed) . .087 

ECSTAGE 

N 101 101 
Correlation 
Coefficient -.171 1.000 

Sig. (2-tailed) .087 . 

Spearman's rho 

NBP 

N 101 101 

E-commerce and Managers Perception about Use of Information 
Technology 

Figure 4.21 illustrates the mean scores of manager’s perception about 
importance of IT in internationalization for each of the e-commerce groups. On 
average the mangers of the firms in “portal stage” and “transaction integration stage” 
more than the other managers believe that IT is important in successful 
internationalization. 

Table 4.12 The correlation between e-commerce level and type of market segments   

Table 4.13 The correlation between e-commerce level and use of networks of business partners  
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Also according to table 4.14, there is a significant relationship between “e-
commerce level” and manager’s perception about importance of IT in 
internationalization.   

 

  
 

      ECSTAGE IT.PER 
Correlation 
Coefficient 1.000 .219(*) 

Sig. (2-tailed) . .028 

ECSTAGE 

N 101 101 
Correlation 
Coefficient .219(*) 1.000 

Sig. (2-tailed) .028 . 

Spearman's rho 

IT.PER 

N 101 101 
             * Correlation is significant at the 0.05 level (2-tailed). 
 

 

 

 

 

 

Table 4.14 The correlation between e-commerce level and manager’s perception about importance of IT in 
internationalization  

Figure 4.21 E-commerce groups and managers perception about importance of IT in internationalization  
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Chapter 5  

Discussion, Conclusions and Further 
Research 
 

5. Discussion, Conclusions and Further Research 

Based on the previous chapters we will now provide the answers to our 
research questions. First we will present the discussion of empirical data based on 
the theories from chapter two, thereafter the conclusions we have drown based on the 
findings as well as implications. Finally we will present our suggestions for further 
research. 

5.1 How can the internationalization process of Iranian SMEs 
be described? 

With respect to some attributes that we used to distinguish a firm’s 
internationalization process as following the Uppsala or traditional paths (importance 
of the home market, prior international experience of the founder, extent and pace of 
internationalization, psychic distance, firm strategy, networks of business partners and 
importance of IT) and based on the results from chapter four (section 4.4), the first 
research question of this study would be answered through following parts: 

5.1.1 Importance of the Home Market 

Finding in this study shows that among born globals, the domestic market 
continues to play qualitatively and quantitatively important role. Since Uppsala model 
suggests that firms make their export debut when they have a strong domestic market 
base (Johanson and Wiedersheim-Paul, 1975), the importance of the home market to 
born global firms of this study has more in common with that of traditionally 
internationalized firms than it does with the independence that the born-global model 
predicts.  Also local firms whether new or old established, developed strong or 
leading position in Iran before they began to internationalize.  
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5.1.2 Prior International Experience 

Managers of old firms in our study can be characterize by the suggestions of 
traditional model which argue that expertise in internationalization can only be built 
pari passu with experience rather than ex ante, and it likely involves many people in 
the growing organization instead of being embodied in the founder (Chetty and 
Campbell-Hunt, 2004). In contrast, the born global theorists point to the greater 
international experience of founders who are accustomed to operating in a global 
economy (McKinsey and Co., 1993), similar to the new firm’s managers in this study.    

5.1.3 Extent and Pace of Internationalization 

Most of the firms in our study have internationalized in a manner more 
consistent with the predictions of Uppsala internationalization model which assumes 
that the learning road and commitment of a firm to international markets is a gradual 
process, the choice of markets occurs in stages and the firm chooses an incremental 
approach to internationalization because it lacks experiential knowledge (Johanson 
and Vahlne, 1977).  

According to born global theory, the key descriptors of born global 
internationalization are based on having near-simultaneous and rapid engagement 
with multiple national markets (Chetty and Campbell-Hunt, 2004). Therefore it was 
expected that born-global firms in this study were internationalized in the same 
behavior. However, the findings show that most of Iranian born global firms 
internationalize gradually or/and serially, similar to the predictions of Uppsala model.  

5.1.4 Psychic Distance 

The results from figure 4.12 which illustrates the choice of first export country 
for sample firms categorized in four groups, show that the order of market entry for 
the firms under study conforms to the psychic distance hypothesis of the traditional 
model, not only for firms in the “old and local”, “old and global” and “new and local” 
categories but also in the “new and global” group. Most of these firms continue with 
the traditional approach to internationalization by selecting countries with a close 
psychic distance to Iran, such as neighbor countries, Persian golf countries and CIS 
countries. 

The irrelevance of psychic distance predicted by the born global model 
(Knight and Cavusgil, 1996) has not applied to “new and global”/Born Global firms 
in this study. Their choice of first market is no different from that of other three 
groups that began their internationalization in neighbor countries market.  

5.1.5 Firm Strategy  

Managers Perception  

As we discussed previously, the traditional model does not stress the firm’s 
strategies of differentiation and advantage in its account of the internationalization 
process. In contrast, in the born global model, the strategies are a prime motivator of 
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early internationalization (Chetty and Campbell-Hunt, 2004). Among the firms in our 
study this sharp distinction can be observed (comparing “new and global” firms with 
“old and local”). Also among the old firms the companies which focus on their 
international activities (old and global), value the firm strategy more than others 
which are active in local market (old and global). Therefore it seems that the old firms 
are catapulted to a global reach in the same way that born global model predicts.  

Firm’s Product Range and Type of Market segments 

According to McKinsey and Co. (1993), as the main focus of born globals is 
growth through international sales, they produce highly specialized customized goods 
for international niche markets. Having a look at the findings of this study regarding 
the products and target markets of firms under study; it seems that we can not find any 
sharp distinction between born global firms and traditional ones in terms of their 
product ranges and type of market segments which they involve. Therefore these 
results reject the suggestions of born global model.  

Importance of Marketing Research 

The founders of new firms in this study (whether global or local) have more 
prior international experience, their mangers perceive strategy as key role in early 
internationalization and when they want to select an international market, value 
marketing research more than other groups of firms.    

5.1.6 Use of Networks of Business partners 

Since both the traditional and the born global views emphasize the role of 
networks of business relationships that the internationalizing firm creates, the findings 
in this study confirms this role because more than 90% of sample firms use networks 
of business partners. Almost the development pattern of 70% of the firms within 
countries, confirm the predictions of U-model and also emphasis the role of 
intermediaries and agents in their process. For the remaining sample firms, the highly 
specialized nature of their product and the limited number of global customers, have 
encouraged the firm to use the direct marketing strategies predicted by the traditional 
model. Comparing figure 4.14 and 4.15, it seems the groups that have higher 
proportion of direct sales, have had higher involvement in producing specialized 
products through niche markets which is logical. 

5.1.7 Managers Perception about Use of Information Technology 

Born global theorists point to the burgeoning capacity of information 
technologies to help born global firms acquire knowledge, develop strategies, and 
maintain relationships to assist them in accelerating their internationalization 
(McKinsey and Co., 1993). But we conclude that use of information technology has 
not been a powerful discriminator between born global and traditional firm manager’s 
perception. Almost most of the managers in our study believe this role and only small 
proportion of them neglect it. 
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5.2 What is the contribution of e-commerce and 
internationalization process of Iranian SMEs? 

Based on the findings from chapter 4, a large proportion of firms belong to 
“portal stage”. According to table 4.4, all these firms have 2-way communication with 
their international customers and most of them collect customer’s information and 
receive their product’s feedback. In contrast only a small proportion of the firms in 
this e-commerce level utilize following e-commerce capabilities through their website 
for their international customers: profiles and cookies, quality survey, relate 
customers to their preferences, customization and track customers orders. 

In order to answer our second research question, we have investigated the 
relationship between e-commerce level and internationalization attributes. The 
summary of the findings has been illustrated in table 5.1. As results shown no 
relationship has been found between “e-commerce level” and “Founder’s prior 
international experience”, “extent and pace of internationalization”, “psychic 
distance” and “use of networks of business partners” variables. 

 

Internationalization Attributes (variables) Correlation 
Coefficient 

   
Positions in domestic market (1very unsatisfactory…5very 
satisfactory) + + 0.233 * 

   
Firm's founder prior international experience 
(1none…5extensive amount)   + 0.063 

   
Extent of internationalization (1many countries at the same 
time, 2serially)   - 0.153 

   
Pace of internationalization (1gradual, 2rapid)   +0.115 

   

Relevance of psychic distance (1irrelevant…5very important)   - 0.147 

   
Firm’s product range (1.innovative and unique, 2. specialized 

and 3. diversified) - - 0.347 ** 

   
Market segment which the firm involves (1.broad market 
segments, 2. niche market segments) + + 0.350 ** 

   
Use of Networks of business partners (1.have played an 
indispensable role in internationalization of our firm, 2. don’t 
play an important role in internationalization of our firm) 

 - 0.171 

Table 5.1 The summary table of correlation between e-commerce level and internationalization attributes  
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Managers Perception about Use of Information Technology 
(1irrelevant…5very important) + + 0.219 * 

   
* Correlation is significant at the 0.05 level (2-tailed).   
** Correlation is significant at the 0.01 level (2-tailed).   

According to the table 5.1, there is a positive relationship between “e-
commerce level” and “position in domestic market”. It seems that the firms with 
higher e-commerce level have a stronger position in domestic market and vice versa.  

The negative association between “e-commerce level” and “firm’s product 
range” has been found from the data in this study. It seems that the firms which 
produce innovative and unique products are in higher stages of e-commerce; also the 
firms which have diversified products are in a lower level of e-commerce.  

Regarding the relationship between “e-commerce level” and “market segment 
in which the firm involves”, a positive relationship has been found which means the 
firms which involve in niche market segments, have higher levels of e-commerce and 
the firms which sale their product in broad market segments, use e-commerce in lower 
levels. 

Based on the table 5.1, there is a positive relationship between “e-commerce” 
and “manager’s perception about importance of IT in internationalization”. Therefore 
the mangers of firms which are in higher levels of e-commerce, perceive IT as having 
important role in internationalization. 

5.3 Conclusions 

5.3.1 Conclusions regarding the first research question 

Categorization of firms based on their age and export involvement have yield 
to describe the internationalization process of Iranian SMEs in a clearer sense in terms 
of some attributes.  

The “old and locals” have been characterized as firms which on average have 
been established around 1983 with today export involvement of 8% to almost six 
countries. Most of their founders didn’t have any prior international experience and 
since the main focus of these firms is on domestic market, they have a strong position 
in Iran local market comparing their competitors but week and/or low international 
activities. A large proportion of their mangers perceive strength in domestic market as 
a starting point for internationalization but in terms of firm strategy most of them 
don’t believe its key role in rapid successful internationalization of the firms. Also the 
use of marketing research in selecting international markets for this group of firms is 
lower than the other groups. These types of firms mostly expand their export markets 
(countries) serially, gradually, with consideration of psychic distance and expand their 
activities in each country by first irregular export mostly by joining international 
exhibitions, second export via independent agents and third by creation of an offshore 
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sales subsidiary. 17% of them have direct sales based on the nature of their products 
which are specialized products sale to niche markets. Almost 90% of managers in this 
group believe the important role of IT in internationalization and 66% of these firms 
have internet website. Generally we can say that most of these firms have 
internationalized in a manner consistent to the Uppsala model predictions. 

Having a look at the finding of this study regarding the “new and globals”, it 
seems that although their main focus is on international markets but their position in 
domestic market is considerably high and their managers don’t neglect the importance 
of strength in domestic market to be successful in international markets; but the 
founders of these firms had more prior international experience than the founders of 
old firms, specially “old and local” firms and their managers mostly perceive key role 
of firm strategy in internationalization and they utilize marketing research in selection 
of international markets more than the other groups. All these counted characteristics 
are completely consistent with the suggestions of Born Global theory but there are 
some other factors which reject the predictions of Born Global model. For instance it 
seems that a large proportion of “new and global” firms in this study have expanded 
their internationalize activities within and/or across countries in a manner which 
matches the predictions of Uppsala model.  

According to the satisfactory situation of “new and local” firms in comparison 
with “new and global” firms in terms of their internationalization attributes, we may 
predict that many of them may become the future “born globals” during next years. 
Additionally improving their manager’s perception about the role of marketing 
research would help them to become more successful. 

Finally findings in this study may yield to some implications for the managers 
of “old and local” firms in their way to become global (old and global); changing the 
perception of their managers about the importance of firm strategy in successful 
internationalization and utilizing marketing research for selecting international 
markets by means of the internet as a fabulous communication tool, may improve 
their international activities. Also for the founders of companies which may aim to 
establish in future and be successful in internationalization, the findings in this study 
suggest to gain prior international experience. 

5.3.2 Conclusions regarding the second research question 

On average the founders of the firms in “portal stage” and “transaction 
integration stage” more than the other managers had prior international experience. 
And if we have a look at the firms in “email stage” on average, we may see that the 
psychic distance has its highest importance for the firms in “email stage”. It seems 
that the firms in this e-commerce category internationalize by consideration of 
psychic distance and the firms in “portal stage” and “transaction integration” stage 
less than the other categories expressed that psychic distance is relevant in their 
internationalization. According to Hamill and Gregory (1997), e-commerce and 
Internet by creating borderless platform, helps suppliers, producers and customers to 
interact with each other without going through the pre-defined channels on the value 
chain also it facilitates the creation and maintenance of network relationships. 
Therefore psychic distance would become less relevant for the firms.  
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As findings in this study shows, SMEs which are involved in niche markets 
and have innovative and unique products, utilize e-commerce and Internet in higher 
levels that makes it more feasible for them to compete.  

5.4 Suggestions for Future Researches 

The first purpose of this study was to investigate the internationalization 
process of Iranian SMEs with consideration of two internationalization models: 
Uppsala and Born Global models. Since internationalization is a broad area to 
approach, research on the internationalization of Iranian SMEs from other theories 
view points may be productive. Also as the findings in this study contradict some 
predictions of Uppsala or Born Global models, we believe that the reasons behind 
these contradictions need to be identified.  

Further more since research on SMEs internationalization success factors is 
lacking through scholars, we suggest this area of study as being interesting. We think 
that SMEs may need a road map which helps them to take correct decisions toward 
internationalization. Also they may need to have a clearer view on the facilitators and 
barriers on their way.  

As the second purpose of this study, we investigated the contribution of e-
commerce and internationalization process attributes. Since this area of research is 
completely new, the exploratory conclusions of this study invite more investigations 
to elaborate the specified relationships between e-commerce and internationalization. 
We suggest a research to be conducted on our findings by controlling variables more 
closely which may reveal how much these findings are true for different conditions.  

There is also a need to investigate the literature about the contact points of e-
commerce and internationalization in order to build up new hypothesis to suggest 
models. E-commerce capabilities has changed previous channels in value chain of the 
internationalizing firms, but the actual outcomes of e-commerce effects on the 
internationalization process needs to be more elaborated.    
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General Questions 
  
1. What is your position in company? …………………………… 
 
2. When the firm was founded? Year ……….. 
 
3. How many employees are in the firm? ………… 
 
4. What are your main products/ Service? Please specify the industry. ………….... 
 
5. Do you primarily sell your products to other firms or consumers? 
□ Almost exclusively consumers □ Almost exclusively other firm □ Mixed  
 
6. Do you primarily sell your products to other firms or consumers? 
□ Other Firms (B2B)                □ Consumers (B2C) 
 
7. Do you have website? (Please specify the name) …………………………… 
 
International Activities 
 
1. Do you remember when you have started your international operations? Year…… 
 
2. Approximately how many percent of your sales volume is exported? ………… 
 
3. How was your position in domestic market? ………% market share 
1 Very unsatisfactory   2     3       4          5 Very satisfactory  
 
4. Do you think that firms’ position in domestic/home market is important in its 

internationalization? 
1 Irrelevant            2  3      4            5 Very important  

  
5. Did the founder of your firm have any prior international experience? 
1 None     2         3   4      5 Extensive amount  
 
6. Do you develop export to countries (markets) at the same time or serially? 
Many countries at same time    serially  
 
7. How was the pace of internationalization of your company? 
Rapid    Gradual  
 
8. Is psychic distance relevant to your international activities expansion? 
1 Irrelevant            2  3      4            5 Very important  
 
9. How many countries are your target market?...........Please name your three first 

target markets in terms of their sequense? Please at least specify the region. 
a. ……………………………………………………………………… 
b. ……………………………………………………………………… 
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c. ………………………………………………………………………  
 

10. Do you think that firm strategy plays an important role in the rapid 
internationalization of the firm? 

1 Unimportant            2  3      4            5 Very important  
 
11. Please identify the most suitable item in front of each issue (for your firm):  
 

Product Diversified   Specialized   Innovative & unique 

Market Broad market segments                                                                           
Niche markets (small number of customers in each market)  

Networks 
of business 

partners 
 

Have played an indispensable role in the internationalization of our firm  
Don't play an important role in the internationalization of our firm  

  
12. Do you think that use of information and communication technology is central to 

internationalization? 
1 Irrelevant            2  3      4            5 Very important  
 
13. For each of your export markets which of the following internationalization 

activities have you experienced? Please rank them by numbers based on their 
sequence. 

---- Irregular export     
---- Export (regular) via independent agent   
---- Creation of an offshore sales subsidiary   
---- Overseas production/manufacturing facilities 
 
14.  How much do you select new international markets to enter on the basis of 

market research? 
1 None   2  3  4   5 Extensive  
 
E-Commerce 
 
1.  Do you use e-mail for delivering documents and information in your international 
activities? 
1 None   2  3  4   5 Extensive  
 
2.  If your company has a website, please specify which of the following items are 

true about the e-commerce usage in international activities: 
 

 Our website provides our company and products/services information  
 We collect customer information via our website 
 We have two-way communication with our customers/suppliers through our website 
(B2B/B2C) 
 Customers or suppliers place their orders through our website 
 We use profiles and cookies in our website 
 We receive our product feedback via our website 
 We perform product quality survey via our website 
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 We relate visitors to their individual preferences via our website  
 Receiving customers request from our website helps us to customize our products 
 Our website includes advertising and promotion 
 We can track customer’s orders through our website 
 We receive payments through our website  
 We use credit card companies as payment facilitators 
 We use e-commerce, SCM, ERP and CRM in a comprehensive integrated system 
 

 

 




