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Abstract

Internationalization of Small and Medium-Sized Enterprises in Iran 

The growing role of small and medium-sized enterprises (SMEs) in both advanced market 
economies and economies in transition and their considerable contribution to employment 
and economic dynamism in the most industrialized countries suggest that this experience 
can be used for sustainable development of developing countries. Meanwhile, due to 
changes in the international business environment, SMEs are experiencing increased 
competition as foreign firms gain access to local markets. In the present world economy, 
this means that no market is forever safe from competition and no company can afford to 
stake its future on the assumption that it ‘owns’ its home market. Therefore, due to 
increasing competitive pressure and reduction of the direct subsidies and protection they 
formerly received from their governments, it is particularly necessary for SMEs in 
developing countries to internationalize. Lack of similar studies in Iran creates the 
foundation for the purpose of this research: “to gain a better understanding of the process of 
internationalization of SMEs in Iran”.

In order to check the possibility of research an exploratory case study including 16 cases 
was conducted during the pilot-test phase. With respect to the key role of entrepreneurs in 
the process of internationalization of SMEs, new perceptions of opportunities for 
economic success that identify the entrepreneurs as the persona causa of economic 
development and findings of the pilot study, the research problem is defined as: “how can 
the entrepreneurs’ impact on the process of internationalization of the SMEs in Iran be described?”
Five research questions and a theoretical frame of reference describing internationalization 
were developed based on the literature review and integration of three theoretical 
approaches: internationalization, entrepreneurship and social networks analysis. A qualitative 
research approach has been adopted, and case studies have been conducted in 20 Iranian 
SMEs active in international markets. The empirical data have been collected through 
personal interviews and questionnaires. The findings of cross-case analysis are supported by 
descriptive statistics and t-test of difference in two means. 

With respect to the findings, we conclude with some confidence that the process of 
internationalization of SMEs in Iran is an entrepreneurial and opportunity-based process. In this 
process, due to the initiating forces and entrepreneurs’ alertness, entrepreneurs perceive 
and subsequently due to their skills and experience realize and take advantage of 
international opportunities. This is reflected in the receptiveness attitude, entrepreneurial 
orientation, proactive behavior of the entrepreneurs and the international orientation of 
the firm. Therefore, it would appear that entrepreneurs generally have an impact on 
internationalization of SMEs in two different ways: one impact reflect the mental 
orientation or “way of thinking” and the other impacts indicate the behavior and “action-
oriented function” of the entrepreneur resulting in realization of the international market 
opportunities and internationalization of the SMEs. Finally, the findings of the study result 
in modification of the theoretical frame of reference, theoretical implications and 
suggestions for future research. 
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Chapter One - Introduction

1-1- Background

Recent decades have seen radical changes in the business environment. Considerable
expansion of multinational corporations during a distinct period of the 1960-1970s and
reorientation of the “East Asian Tigers” in the late-1960s that targeted external markets
resulted in increased production capacity and competitive pressures. A growing number of
transnational corporations seeking larger markets in which to realize economies of scale in
production and product development, and to lower production costs entered developing 
countries. In response to this pressure, the international trade environment began to change,
such that after successive rounds of international trade agreement, import barriers were
systematically reduced in the rich countries. Though many developing countries remained
outside this growing international specialization until after mid-1980s, due to a combination of
factors – the success of the Asian Tigers and external pressure to open markets – trade
liberalization became increasingly widespread. The result was a process of increasing
integration and globalization (Raynard & Forstater, 2002; Kaplinskey & Readman, 2001).

These changes have lead to a situation where small and medium-sized enterprises (SMEs)
represent a large, diverse and important sector in both advanced market economies and
economies in transition. The formal recognition of this role has come from the G-8 Group,
which in its 1997 meeting in Denver indicated the considerable contribution of the SME
sector to employment and economic dynamism in the most industrialized countries and
stressed that this experience can be used for sustainable development of developing countries
(ibid.).

Due to these findings, international organizations such as UNIDO (United Nations Industrial
Development Organization) and UNDP (United Nations Development Program) recommend
integration into the global economy through economic liberalization, deregulation and
democratization as the best way to overcome poverty and inequality in developing countries.
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).

Consistent with these changes we are witnessing a new way of thinking by managers and
economists in developed market economies and a new perception of opportunities of
economic success. Economic theory has brought a revival of the Schumpeterian approach (the
importance of entrepreneur as the persona causa of economic development) and schools of
business around the world have been growing on the cult of entrepreneurship.  New 
tendencies in thinking have limited the importance of traditional economies of scale of big
enterprises on account of profit gains from market and innovative flexibility, greater ability to
adjust and better focus on customer needs of SMEs. Not only have the SMEs been developing 
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in terms of their share of businesses and number of employees1 in many leading economies,
but they have also been considered pioneers in introducing new technologies and
management methods (ibid.).

Findings of research launched by UNIDO in different countries support the contribution of 
SMEs in development due to their role in sustaining a broad and diversified private sector and
job creation, generation of income and reduction of poverty. They are considered key
contributors to ensuring long-term social stability as they provide simple opportunities for
processing activities that can generate sustainable livelihood. Finally, SMEs are considered a
“seedbed of entrepreneurship development, innovation and risk-taking behavior that provides 
the foundation for long-term growth dynamics and the transition towards larger enterprises”
(Raynard & Forstater, 2002, p.3). 

Although SMEs are experiencing increased competition as foreign firms gain access to local
markets, due to the business environment, SMEs also have greater opportunity to 
internationalize, since potential markets have moved beyond national borders. In the present 
world economy no market is forever safe from competition and no company can afford to
stake its future on the assumption that it ‘owns’ its home market. It is particularly necessary for
SMEs in developing countries to internationalize, due to the increasing competitive pressure
and reduction of the direct subsidies and protection they used to receive from their
governments (Etemad, 1999).

Consistent with this growing role, the SME export literature, encompassing general research
on the behavior and performance of exporting firms and characteristics associated with export,
has developed substantially during last three decades. Due to the growing globalization of 
markets during last decade, there has been a shift from interest in exporting to understanding
the processes and patterns that explain how SMEs increase their international involvement
over time (Coviello & McAuley, 1999). 

Despite of the proven role of SMEs in economic development and the growing share of 
developing countries in world trade2, and while academics in other disciplines have paid
considerable attention to the role of export in developing countries, relatively few studies have
examined the internationalization of firms in developing countries (Das, 1994). In their review
of the SMEs internationalization literature Coviello & McAuley (1999) have identified sixteen 
recent empirical studies (conducted between 1992 and 1998) of which only one has been
implemented in developing countries (Zafarullah et al., 1998). In fact, research into the
internationalization of SMEs based in developing countries is still in an embryonic stage 

1 SMEs make up over 90 per cent of businesses worldwide and account for between 50 to 60 per cent
of employment (UNIDO report, Corporate Social Responsibility: implications for small and medium
enterprises in developing countries, 2002, www.unido.org).
2 The total value of exports and FDI from developing countries has increased from USD 586,898 and
1678 million in 1980 to USD 1,555,762 and 33,775 million in 1998 (UNCTAD Handbook of
Statistics, 2000, p. a-2 and 246-253)
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(Kuada & Sörensen, 2000). This lack of empirical studies in developing countries during the 
last two decades places the applicability of the findings of internationalization studies to these
countries in question (Zafarullah et al., 1998; Leonidou & Katsikeas, 1996; Das, 1994; 
Miesenbock, 1988; Kaynak & Kotari, 1985). 

Based on the discussion so far, due to the importance of SMEs in economic development and
lack of empirical studies on internationalization of SMEs in developing countries, this area is
selected for further investigation in this research. Because of the nationality and professional
experience of the author, and accessibility of the data, the problem area is limited to Iran. This 
chapter proceeds as follows: first, a definition is adopted for SME, and then based on brief 
review of internationalization literature, operation definitions of the two key concepts,
internationalization and SMEs are presented. The rest of this chapter is devoted to
presentation of the purpose of study, brief background information about the Iran’s economic
and business environment, presentation of exploratory phase of the study and findings that
provide empirical support for development of a frame of reference and formulation of research
questions in Chapter 3. 

1-2- Small and Medium-Sized Enterprises – Definition 

In his review of studies focused on definition of SMEs, Loecher (2000) has identified two 
groups of criteria: quantitative and qualitative. From a quantitative point of view, the term
SME refers 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.

Qualitative criteria generally provide information on the nature – the characteristic properties
– of SMEs. In order to differentiate between SMEs and large companies, relationships
between ‘owner’ and ‘company’ in the framework of ‘personal principle’, and ‘unity of
leadership and capital’ are recommended as the qualitative criteria. The ‘personal principle’
means that the company manager performs a central role in the business decision making, he 
has an overview of fundamentally all technical, administrative and organizational procedures in
the company. ‘Unity of leaderships and capital’ means that the company manager and
proprietor is one and the same person, the owner-manager is much more self-sufficient and
independent than the contracted management of large companies (ibid.). 

In keeping with the above discussed 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-
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managers or their families manage the company personally. Though these limit figures differ
from country to country, they do provide a harmonized system for defining the SME. In this
study we also use two main criteria, quantitative and qualitative, as the basis for defining SME 
in Iran. 

1-3- Internationalization – Evolution of a Concept 

Efforts to understand internationalization are numerous. Historically, research on this area has 
tended to focus on large manufacturing firms. Two main areas of research are defined in the
literature: the economic and behavioral approaches. The economic approach, based on
economic theories, has set out a theoretical framework to explain transition of national firms
into multinational enterprises (MNEs) through foreign direct investment (FDI). The
behavioral approach has developed models that describe internationalization as a gradual,
incremental process. (Fina & Rugman, 1996)

Despite differences, both the economic and behavioral approaches try to explain the process of
internationalization on the basis of internal phenomena and leave out the impact and role of
the firm’s increasingly international environment (Ellis, 2000; Karlsen, 2000). Due to these
deficiencies, recent literature based on network theory offer a fresh perspective on the
internationalization of firms that are found particularly pertinent for explaining the process in
smaller organizations whose development tends to be dependent on relationships with others
(Coviello & Munro, 1997). On the other hand, with respect to the key role of entrepreneurs
in SMEs internationalization (Westhead et al., 2001; Miesenbock, 1988), a new trend is for 
studies to tend to use individual social networks to explain the internationalization and entry
mode of smaller firms (Ellis, 2000; Shaw, 1997). The growing attention to social network 
analysis in internationalization studies has paved the way for further attention to the role of 
entrepreneurs in this area of research due to the idiosyncratic benefit of the entrepreneur’s
social network in transmitting knowledge of foreign market opportunities (Ellis, 2000; Burt, 
1992).

Although these approaches give us some insight into the complex phenomenon of the
internationalization of firms (Andersson, 2000; Benito & Gripsurd, 1992; Welch &
Luostarinen, 1988) and have made considerable progress in disclosing the nature and cause of
internationalization during last four decades, it is still difficult to discuss a ‘theory of
internationalization’ (Andersen, 1997; Welch & Luostarinen, 1988). In addition, findings of 
empirical studies of SME internationalization during last decade show that none approaches
fully captures actual SMEs’ internationalization. However, integration of three approaches
(economic, behavioral, network) based on the findings of empirical studies is recommended
for understanding of the process (Coviello & McAuley, 1999), but application of the
entrepreneurial approach is gaining ground in internationalization studies as an alternative way
(Casson, 1997; Vatne, 1995). From the entrepreneurial point of view internationalization as a
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strategic change will not start without entrepreneurial action (Schumpeter, 1934)3, i.e.,
discovery and grasp of market opportunities (Kirzner, 1997). 

Therefore, we follow this section by presenting different definitions and dimensions of
internationalization in order to conceptualize the process and develop the operational
definition.

1-3-1- Internationalization – Definition

Although internationalization is basically an account of the interaction between attitudes and
actual behavior, empirical studies have focused on the observable aspects of the 
internationalization that are international activities (Johanson & Wiedersheim, 1975). Some
researchers tend to describe ‘internationalization’ as the outward movement in a firm’s 
international operations (Turnbull, 1985; Piercy, 1981; Johanson & Wiedersheim, 1975). This
common feature has been broadened further by considering ‘internationalization’ as a process
in which specific attitudes or orientations are associated with successive stages in the evolution
of international operations (Wind et al., 1973), or defined as a ‘sequential and orderly process
of increased international involvement and the associated changes in organizational forms’
(Reid, 1981; Cavusgil, 1980; Bilkey & Tesar, 1977; Johanson & Vahlne, 1977).

The growth of counter-trade in different forms, from pure barter to buy-back arrangement,
links the outward growth partly to inward performance that is further illustrated in the growth
of international involvement of many companies through ability to tie with international
suppliers. Given the growing inward-outward interconnection, Welch & Luostarinen (1988)
suggest a broader definition by including both sides of the process, defining
internationalization as “the process of increasing involvement in international operation” (p.8). 
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.

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. Later, Calof & Beamish (1995) defined 
internationalization as “the process of adapting firms’ operations (strategy, structure, resource,
etc.) to international environments” (p.116).

3 Schumpeter emphasized “acting” as an important criterion for entrepreneurs. To be able to act,
resources including know-how, which are more extensive than those possessed by one entrepreneur,
are necessary.
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In this study, we adopt definition suggested by Beamish et al. (1990) because it implies not 
only the dynamic and 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) 

In keeping with definitions developed in the literature, Welch & Luostarinen (1988) offered a 
broad framework for assessing internationalization on a number of different dimensions4 that
would take into account the diversity of international operations.

1-3-2- Internationalization – Dimensions 

According to Welch & Luostarinen (1988), while we expect continuing debate on the nature
of the process of internationalization, an important question remains to be settled: why
internationalization? What factors lead a firm from little or no involvement to, in some cases, 
widespread international involvement? As stated by Starbuck (1971), growth is not
spontaneous, it is the result of decision; therefore, if we are to understand the processes then
we have to explain why a company undertakes to become involved in international operations
(ibid.). It is not enough to be a firm with resources and opportunities in the environment;
internationalization must be wanted and triggered by an entrepreneur who makes key 
decisions and carries out the internationalization (Andersson, 2000). Thus, given the central
role of entrepreneurs in internationalization of SMEs (Westhead et al., 2001; Miesenbock,
1988), it is important to clarify why entrepreneur undertakes to enter the international market 
and to identify the driving forces that influence the entrepreneur’s perceptions, decisions and 
actions that consequently lead the firm towards involvement in international markets.

However, in order to describe the role of driving forces Wiedersheim-Paul et al. (1978) refer 
to them as “factors or influences which cause a firm to consider exporting as a possible
strategy” (p.51) that represent the “triggering cues” in relations to decisions about pre-export
behavior. Or, as stated by Aharoni (1966), the process of foreign investment decision involves
“an intricate structure of attitudes and opinion, social relationships both in and outside the
firm, and the way such attitudes, opinions and social relations are changing. It contains various
elements of individual and organizational behavior, influenced by the past and the perception
of the future as well as by the present. It is composed of a large number of decisions, made by
different people at different points in time.” (p.13) According to Bilkey (1978), “the huge 
number of variables influence the export behavior of firms” but “simple listing of reasons for

4 According to Welch & Luostarinen (1988), internationalization develops along six dimensions:
foreign operation methods (entry mode, entry strategy) (how?), markets (where?), product (what?),
personnel, organizational structure and finance.
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exporting, export stimuli, etc. is not likely to cause any progress” (Miesenbock, 1988, p.50) in 
explaining or predicting the process of internationalization. “The crux of this problem is in the
lack of a proper theory.” (Andersen, 1993, p.217)

On the other hand, since “internationalization of firms is not a one-dimensional concept (to 
be analyzed only through the operation dimension) but a multidimensional concept”
(Luostarinen, 1994, p.12), we should decide which dimensions of internationalization are of
our interest. In comparison with decisions such as type of product, number and quality of
personnel, organization structure, and financial issues that are common activities in any growth
strategy, “entry mode” and “market selection” are considered as the core components and
distinctive features of internationalization and other types of growth strategies (Bradley, 1998;
Andersen, 1997;). Entry modes are the institutional arrangements such as exporting, licensing,
foreign investment, etc. that enable firms to enter a market (Root, 1994; 1988). Therefore, in 
addition to the driving forces of the internationalization, we are interested to know how SMEs
realize their operations (entry mode) and where they locate their operations (market selection).

1-3-3- Operational Definitions 

Internationalization
Based on the Beamish et al. (1990) definition and Miesenbock’s (1988) contribution about the
key role of the entrepreneur in the process of internationalization, in this study we define
internationalization as an entrepreneurial action that starts with the awareness and willingness
of the entrepreneur (responsiveness to the conditions) to the necessity of transaction with
other countries that is proceeded by realization of international activities (entry mode) and
location of activities (market selection).

Driving Forces
Based on the Wiedersheim-Paul et al. (1978) and Aharoni (1966) definitions, driving forces in 
this study represent the conditions that cause a firm to enter an international market. Driving 
forces involve all factors, relationships and interactions that influence the entrepreneurs’
perceptions, decisions and actions towards international operations.

Small and Medium-Sized Enterprises in Iran
In order to select proper criteria for definition of SMEs in Iran, it is necessary to mention that
the “medium-sized firm” does not exist according to the law in Iran; therefore, it is impossible 
to find any published official information or any agreed upon definition for medium-sized
firms.

Since 1955, when the first ‘Economic Development Plan’ was launched in Iran, industries
were divided into two groups: ‘the artisan firms’ and ‘the large industries’. While artisan firms
were private, the large industries belonged to the government and were defined according to
the Economic Development Plans as enterprises with more than 500 employees. According to
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the ‘Fourth Economic Development Plan’ (1968-1972), artisan firms were defined on the 
basis of two criteria: number of employees (less than 10) and invested capital (less than USD
70,000.00). After the revolution of 1979, the Central Bank of Iran changed the criteria,
limiting it to the number of employees and adjusting the numbers to less than 50 for small
firms and more than 500 for large firms. In 1991, in a new attempt the Central Bank of Iran
changed criteria to 10 employees, at the same time The Ministry in charge of small industries
used 50 employees as the criteria for defining the small firms. At present, according to the law,
artisan firms with less than 10 employees are defined as ‘small businesses’.

With respect to the lack of published information about the small and medium/sized firms and
the problems of accessibility to the correct data, the quantitative criterion in this study is
limited to the number of employees. Meanwhile, regarding lack of explicit definition for
medium-sized industries in Iran, and consistent with EU definition, we define maximum 250
employees as the upper limit for medium-sized firms. This criterion, due to its compatibility
with the European definition, enables comparison of the findings of this study with a
significant number of the internationalization studies conducted in European countries. With
respect to qualitative criteria we select: the ‘unity of leadership and capital’ exemplified by
unity of owner-manager as the appropriate criteria for defining SMEs in Iran 

1-4- Research Purpose 

In view of the above discussions, the purpose of this study is: 

To gain a better understanding of the process of internationalization of small and
medium-sized enterprises in Iran

In order to achieve the purpose of this study we attempt to clarify: 1) the impact of the
entrepreneur who makes decisions and leads the firm in the process of internationalization, 2) 
the driving forces that influence entrepreneurs’ perceptions, decisions and actions towards
involvement in international operations, and 3) the factors that influence the entrepreneur’s
decision regarding the entry mode and market selection.

With respect to the purpose of this study, due to the lack of unique internationalization theory
and lack of published studies about SMEs in Iran and the problems we might meet during the
study, we conducted an exploratory case study during the pilot-test phase that includes 16 
cases.  These exploratory case studies not only assist us in developing operational definitions, 
research questions and research design (Cooper & Schindler, 2000; Yin, 1994), but also 
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provide a guide for identifying the driving forces that influence the entrepreneurs’ decisions
and actions in the process of SMEs’ internationalization in Iran.

However, before presentation of pilot study, in order to have an idea about the context in
which the SMEs are operating in Iran, a brief description of Iran’s economic and business
environment is presented. In this regard, some information is provided concerning the macro
aspect of the Iranian economy, which is an oil-based economy, the role of the government
and finally, the impact of oil-based economy on the manufacturing sector. In addition to this
macro aspect, brief information is provided regarding the position and share of the SMEs in
the national economy.

1-5- General Domestic Environment of Manufacturing Sector in 
Iran

With respect to the purpose of the study, and in order to provide a clearer picture of the 
impact of the entrepreneurs who lead the firms in the process of internationalization, we find
it useful to present background information about the economic and industrial structure in
Iran. An attempt is made to provide a brief overview of the manufacturing sector of Iran.

Iran, the second largest OPEC (Oil Producer Exporter Countries) oil producer, holds 100 
billion barrels of proven oil reserves, about 10% of the world’s total, after Saudi Arabia and
Iraq. Iran’s current oil production capacity is estimated at 3.9 million barrels a day, slightly
higher than its latest OPEC production quota, established at 3.6 million in July 2001. Iran’s 
production, which has not surpassed 3.8 million barrels a day since the revolution in 1979, is 
today only 60% of its average of 5.8 million barrels a day in 1972-76 and particularly during 
the war with Iraq during 1980s, when many facilities were damaged, some permanently.
Production started to increase in 1988, rising 50% by 1992-93. But it has since stagnated. Iran 
also possesses an estimated 940 trillion cubic feet of proven natural gas reserves, about 18% of
the world’s natural gas reserves, second only to Russia. Most of these reserves are in non-
associated fields, yet to be developed. Most production of the gas is destined for domestic
consumption, thus freeing oil products for export. While the potential for development and
export is considerable, the prospects remain uncertain, entangled in complex international
political considerations (World Bank Report, 2003). 

Historical facts confirm that Iran’s economic reforms could be traced back to the oil crises of 
1973 and 1979, and subsequent price booms (Amuzegar, 1999). Over the period 1959-79, oil 
revenue was allocated for investments in different sectors of the economy including the
industrial sector. This was accomplished by direct government investment and by providing
cheap credit and foreign exchange to private investors. Expansion of domestic credit was also
made possible through monetization of foreign exchange from oil export (Tabibian, 2003). 
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After the revolution there was a declining trend of the per-capita real foreign exchange
earning from oil. This process continued during the period 1989-1993 (corresponding to the 
first five-year plan for post-war reconstruction), during which real oil revenue was still on the
decline and could not provide enough resources for development. During this period, the
country accumulated a substantial amount of foreign debt (about 35 billion dollars over five 
years) that helped finance investment in different sectors of the economy including industry. 
During this period, the government provided cheap loans through the budget for creation of 
new industrial establishments and provided cheap credit through state-owned banks. In
addition, state-owned land was made available to new enterprises and heavily subsidized
cement and steel was provided for construction of factories. These resources, alongside a
change in the policy that was more “pro market”, paved the ground for an increase in the
level of investment in new plant and equipment in industry after 1989. (Tabibian, 2003)

Another downturn occurred from 1995 on, which coincided with numerous negative events.
A new round of US-led embargos on Iran instigated a return to harsh controls of the economy
and a return to administrative controls and government dominated strategy, resulting in a debt 
crisis and weak oil prices. In the middle of this crisis, a new reform administration came into 
power after the presidential election of 1997, which had to face the repayment of the foreign
debts that, along with the weak oil prices during 1997-1998, impaired the financial scheme of 
the government. Furthermore, the new administration’s political programs ranked the
economic reform and growth lower on its agenda.  For this reason, even after oil price 
increased in 2000 and through the accumulation of foreign exchange reserves, the government 
did not embark on new investment and spending projects. (ibid.,) 

In spite of the fact that in the last four decades the government has extensively supported the
large industrial sector through channeling subsidized foreign exchange, credit, and other 
resources into the manufacturing sector, a long list of problems emerged. Those included: “the
dominance of outdated technology and machinery; dependence on government-earned
foreign exchange from oil revenue; high level of concentration (monopoly power) in different 
branches of industry; domination of government or public ownership; poor entrepreneurial
capability; availability of unutilized capacity; poor management and outdated administrative
infrastructure; an over-sized labor force with the greatest portion comprised of unskilled
workers and inadequate accounting and management processes” (ibid., pp.2-3).  Due to such
problems, the manufacturing sector as a whole has not demonstrated a capability for growth or
even been able to sustain operations over several decades.

In summary, a review of five-year plans since the 1950s indicates that the most distinct 
industrialization policy of Iran has been a drive for “self-sufficiency”. This type of policy along
with the availability of oil revenue made it possible for public as well as private firms to ignore 
imperatives of cost and efficiency and consequently the principles of a competitive market for
a period of more than five decades. Over the decades, the governments either compensated
the manufacturing firms with cheap loans, cheap foreign exchange and other transfers, or
protected them with import restrictions. Under such conditions, the government has injected
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resources and supported the sector without any requirements of efficiency and productivity,
thus eliminating incentives that would otherwise have induced manufacturing firms to seek
profit maximization and to react to the market stimulus and competition (ibid.). 

Furthermore, the over-dependence on oil and gas exports placed the country’s economy in a
weak position, exposing it to fluctuations in international energy prices that have fallen to
below $10/barrel during 1998 (UNIDO, 1999). It has also created a heavy dependence on 
public and quasi-public large enterprises, in spite of the fact the great majority of businesses in 
Iran (98.4%) have less than 9 employees. Table 1.1 indicates the number of firms by size 
category and sector. Although the table does not provide any categorized information about
firms larger than 100 employees, at least it shows the share of enterprises less than 100 in the 
economy5.

Table 1.1 Number of Enterprises by Size Category and Sector

Business Sector 
1-5

Employees
6-9

Employees
10-49

Employees
50-99

Employees
>100

Employees
Services 878,774 5,631 3,478 231 150
Manufacturing 334,630* 17,125 13,236 1,055 1207
Mining 454 355 413 NA NA
Totals 1,213,858 23,111 17,127 1,286 1,357
Percent of total 96.6% 1.8% 1.4% .1% .1%

*Manufacturing enterprises with 1-5 employees are, in fact, mostly service or artisan firms, like tailors, bakers,
repair shops, hairdressers, etc. 
Source: Statistical Yearbook of Iran 1375 (1996/1997) in UNIDO, 2003, p.48

According to UNIDO (2003), the small number of manufacturing-sector enterprises with 
more than 100 employees indicates “that the industrial SMEs in Iran have a tremendous
potential for growth in Iran” (p.49) (Table 1.2).

Table 1.2 Number and Percentage of Industrial Firms and Their Employees by Size
Category

Category 1-5
Employees*

6-9
Employees

10-49
Employees

50-99
Employees

>100
Employees

Number of firms
Percentage

16,753*
30.4%

12.418
22.5%

22.318
40.5%

2.022
3.7%

1,584
2.9%

Number of
employees
Percentage

62,778
4.8%

89,572
6.9%

423,630
32.6%

133,315
10.3%

588,944
45.4%

* The data in this column refer only to manufacturing firms and exclude artisan enterprises. 
Source: Statistical Yearbook or Iran, 1375 (1996/97), in UNIDO, 2003, p.49

5 It should be noted again that information published by Statistical Yearbook of Iran is limited to these
five categories. 
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However, due to the changes in the international environment and the necessity of integration
in international markets, consistent with other economies (developed, developing, and
transition), the Third Socio-Economic Development plan of Iran (2000-1 through 2004-5) 
states that a flourishing and sustainable small and medium-sized sector is necessary for the
eradication of poverty, specifically through employment generation, reduction of the country’s
economic dependence on oil revenue and restructuring of  the institutional business
framework. Based on the Third Five-Year Plan, “the Government of Iran sees the
diversification and increase of non-oil exports as a major issue in strengthening the economy
by making it less dependent on oil and gas exports. Secondly, Iran needs to increase its non-oil
exports in order to become an active partner in the WTO-led process of globalization. Finally,
and equally important, the development of new and existing export markets is seen as a
powerful tool to promote employment creation” (ibid., p. xviii).

In order to achieve these goals, the government needs to improve conditions for developing
competitiveness, which is a prerequisite for job creation and the promotion of non-oil
exports. Changes in trade and tariff regulations and a moderate level of protectionism (2003 
Index of Economic Freedom) are policies that have been launched since 2000. These changes
have intensified the competitive forces for a majority of manufacturing sectors that are
accustomed to serving a highly protected, the domestic market.

In order to cope with new situations, many enterprises have shifted their activities toward
international markets.  Such a shift in orientation towards more discerning and demanding
export markets has forced the manufacturing sectors to strive for a substantial improvement in
their competitiveness through adoption of different policies and strategies. In this context,
increasing the competitiveness of the SME sector has become a vital issue in the national
economy due to their impact on job creation and increasing scope for success in export
markets.

1-6- Pilot Phase - Exploratory Case Studies 

To achieve the purpose of this phase and get a picture of SMEs’ internationalization in Iran,
we conducted 16 case studies within the manufacturing sector in Iran during summer /spring
2002. Due to the central key role of owners/entrepreneurs in the process of decision making 
for internationalization of SMEs (Westhead et al., 2001; Miesenbock, 1988; Bilkey, 1978), in 
each firm, the individual entrepreneur was the case being studied. Therefore, ‘entrepreneur’
was the unit of analysis. In an informal conversational (unstructured) interview we asked the
owner/manager or other decision-makers to tell us the history of the firm’s involvement in
international operations from the outset6. This type of interview enabled us to unfold the

6 In this study the terms owner, manager, decision-maker, entrepreneur, and case are synonymous.
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respondent’s perspective on the issues we are dealing with. In keeping with Marshall &
Rossman (1999), respondents were informed about the purpose of the study 
(Internationalization of SMEs in Iran) and requested to explain their views and perceptions
while they were explaining the history of the firms and their involvement in international
operations. We also aimed at earning their confidence and persuading them of the importance
of their cooperation and that their views were valuable and useful for the implementation of
this study while ensuring them of the confidentiality of the information.

In order to select cases at this stage the only available database that has information about the
type of business and number of employees of firms in Iran, KOMPASS7 business-to-business
database, was chosen as the source of information. With respect to the definition adopted for
SME, the database was searched for manufacturing (all types of industry) and exporting firms 
that also have less than 250 employees. The total qualified firms sorted were 248. Due to 
shortage of time and budget limitation, “convenience, access, and geographic proximity”
(Yin, 1994, p.75) were considered as the main criteria for selecting the pilot cases. Therefore,
the study was limited to those manufacturing firms that were established or had central offices 
in the capital (Tehran) – 157 firms.

Cases were selected purposely from 157 companies situated in Tehran on the basis of two
criteria: ‘accessibility’ and ‘responsiveness’. In the first stage, those companies that had
published relatively more information about their activities in the Kompass database were
selected for contact. Explaining the purpose of the interview, we managed to arrange
appointments with 16 companies after the first call (from 08.06.2002 to 16.07.2002).

1-6-1- Data Recording and Management 

In this section we briefly discuss how the data were recorded and managed for easy retrieval 
and analysis. The face-to-face interviews were tape-recorded and transcribed in full detail after
each interview in Farsi. The interviews were translated into English and organized as such to
clarify respondents’ points of view regarding the main issues we are exploring at this stage.

7 The Kompass group has served business and industry for over 50 years. It originated in Switzerland
and is now present in over 70 countries worldwide. The Kompass system is developed as such to
develop the link between buyers and sellers through the use of a unique classification system. It provides
the possibility for every company worldwide that participates in business-to-business commerce to be
listed in the Kompass database. Kompass has developed its business through a franchise network through
cooperation with internationally known firms such as Bonnier in Scandinavia, Germany, and Hungary, 
Reed Elsevier in the UK and South Africa, the French and Italian telecom companies in France, Italy, 
Spain and the Benelux countries, and Coface/Veritas in Mexico, Chile and Canada, and etc.. Kompass
is one of the reference databases used by UNIDO and WTO. The Kompass database for Iran covers
information about 32,000 companies that are available in national books, national and multi-country 
CD-ROMs and online (www.kompass.com).
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Review of the interviews shows that the information could be classified in seven categories:
1. Driving forces that influence the owner-manager’s decision for entering international

operations
2. Methods and policies that they have used to start their operations
3. Methods, policies they use present
4. Plans for the future 
5. Countries they are operating in or have operated in 
6. The reason for selecting these countries
7. Their target market for the future

The findings of the pilot study are presented in Appendix 1.1. While the first row of the table
shows the number of the company interviewed and the date of interview, the next five rows
provide general information about the firm including the interviewee’s position in the
company. Rows 7 to 13 show the information about the internationalization of the firms
categorized according to the seven aforementioned issues.

1-6-2- Analysis of findings and Conclusion

1. The review of findings showed that most of these firms had close relationships with
international markets for importing technology and raw materials. Dependency on 
importing technology and raw material was one of the factors that widely influenced the
firms’ decisions and operations in international markets. This finding supported our choice
of definition because we were dealing with both inward and outward activities, as well as
contracting forms of international activities (i.e., licensing or technology transfer
agreements) that were interacting and influencing the firms’ operations. No order was
realized in the entry mode, but most of them import raw materials and machinery to
varying degrees, depending on the nature of industry. Most of the SMEs have started their
international activities by importing raw materials, machinery or technology. Based on the 
discussion so far, it could be concluded that internationalization of the selected SMEs in 
Iran is a complex and multidimensional process, the understanding and analysis of which
requires a holistic view.

Therefore, in order to understand the process of decision making of SMEs in international
markets, we should develop questions to clarify the nature of firms’ business and their 
relationships with the world market, in terms of both inward and outward-driven
activities, from the establishment date of the firm. 

2. The findings of the exploratory cases confirmed Miesenbock’s (1988) statement that the
entrepreneur is the key variable in SME internationalization. Findings showed that in
almost all cases owner-managers’ background, experiences, competencies, motivations, 
attitudes and social relationships directly influenced the firms’ activities in international
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markets. Although in most cases, environmental factors such as lack of foreign exchange
for importation, market saturation, etc. had motivated firms for exporting, but it was the 
owner-manager’s attitude and knowledge of the international market and his capability of
adapting the firms’ resources to the environmental opportunities that determined the
process.

For example, in four cases out of sixteen (1, 10, 11, and 14), the owner-managers’
capability in analyzing the international market enabled them to define their market
segment or target market, and subsequently to find the appropriate method for entry that
would enable then to export all of their production (cases 1 and 10, 100% and cases 11
and 14, more than 90%) 

In three cases (numbers 6, 8 and 13), industry-specific knowledge and management
background of the owner-manager provide the possibility of product diversification that
enabled them to enter the world market. In case 8, confronted with excess capacity and
high overhead costs, owners of the company decided to produce another type of coating
that had potential demand, both on the domestic and international market, on the basis of
a technology transfer agreement with a small  Norwegian company (with a high-quality
product) that permitted them to export to the regional countries.

In addition to owner-manager characteristics and competencies, in 11 cases out of 16 the
owner-managers’ relationships had a determinant role in entry mode and market selection
(cases 3, 4, 5, 6, 8, 9, 10, 11, 12, 13, 16). For example, in case 3 the social relationships of
the owners in local and international markets not only led the foreign market demands to
their company but also provided other types of resources (i.e., information). Or, in cases 4
and 9, ethical relationships of owners provided the possibility of cooperation with and
investment in the neighboring countries. Although the owners’ relationships were
influential for receiving orders, the duration of orders depends on the type of relationships
and capabilities of owner-manager in developing them.

Based on the discussion so far, it could be concluded that the entrepreneurs’
characteristics, particularly their capability in discovering or creating opportunities, had the
determinant role in SMEs’ operations in international markets. Therefore, questions
should be developed to clarify issues such as the nature of the ownership of the company,
characteristics of owner(s) – manager(s) (experience, education, etc., with emphasis on
entrepreneurial dimensions), their relationships, and the characteristics of the
entrepreneurs (decision makers) who are not shareholders.

3. No particular relationships were found between the type of industry and behavior of the
firms. For example, cases 4 and 10 (furniture industry), or cases 9 and 14 (shoe industry)
had followed different processes in their international operations.
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4. Some similarities in competitive policies had been found among those SMEs that were
exporting most of their production (successful exporters) or were concluding long-term
agreement for international operations with foreign companies regardless type of the 
industry.

5. Pricing policies was one of the major concerns; in one case, the price factor led to
withdrawal from the market, while in other cases it caused firms to focus on product
quality and consequently changing market segments in their international markets.

6. Other factors that directly influence this process, mainly referred to as the problems or
barriers firms were facing in their operations in Iran, could be categorized as
environmental factors that identified the social-economic characteristics of the home
market. Problems such as instability of rules and regulations, lack of foreign exchange, and
closed market during the 1980s (during the war with Iraq) had influenced the firms’
operation during the last two decades. Therefore, questions about the characteristics of the
domestic environment are necessary for clarifying the problems and barriers firms are 
encountering in their international markets.

In summary, the findings of the pilot study revealed three types of driving forces that influence
the internationalization of SMEs in Iran; therefore, research questions should be developed in 
three areas:
1.  Characteristics of the entrepreneur (owner-manager/decision-maker) with emphasis on 
entrepreneurship dimensions and their relationships
2.   Characteristics of the firm with emphasis on the type of the relationship with the world
market
3.   Characteristics of domestic environment with emphasis on identifying the problems, 
barriers and opportunities

1-7- The General Outline of the Research 

Figure 1.1 serves as an illustration of the structure of this research, based on the content of the
individual chapters. The arrows in the figure indicate how the chapters are linked to each 
other.

The next chapter, Chapter 2, comprises the review and analysis of theoretical and empirical
studies. This chapter is organized in five sections. The main body of the literature review
chapter is devoted to the internationalization literature, entrepreneurship and social-network
theoretical disciplines and their contribution to SME studies. It is followed by the review of
SMEs’ internationalization literature that is mainly based on acknowledged review articles.
The last section is dedicated to the review of supplementary documents that implicitly identify
factors influencing the entrepreneurial activities.
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In Chapter 3, based on the literature review and with respect to the purpose of the study and
findings of the pilot study, the research problem and research questions are developed and
stated. Formulation of the research problem and research questions enables conceptualization
and operationalization of the theoretical frame of reference. 

The subsequent chapter, Chapter 4, deals with methodological issues. It covers the whole span
from a basic scientific standpoint, through research approach, research strategy, and research
design to sampling, measurement and data analysis.

Chapter 5 contains the major empirical part of the study that covers data collection, data
recording, data presentation and data analysis.

Chapter 6 is devoted to the analysis, discussion and interpretation of the empirical findings that
result in answering the research problem and research questions.

Finally, Chapter 7 provides a summary of the most important empirical and theoretical
findings. Evaluation, revision and interpretation of the theoretical frame of reference and
theoretical findings are also discussed in this section. Implications for practitioners and policy 
makers are provided on the basis of these findings.
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Chapter two- Literature Review

2-1- Introduction

In this chapter, based on a thoughtful and critical review of related literature, we aim at
building a theoretical framework for the next chapter. While seeking, through the review of
literature, to learn how others have delineated similar problems, it is also our intention to
ensure that this research does not duplicate what others have already done. Conceptualization
of the research problem in the first chapter has located this study within three disciplines:
internationalization, social network and entrepreneurship. Therefore, we aim at conducting a
systematic search for reviewing these disciplines and empirical studies of SME
internationalization that are pertinent to our problem area in order to:

1. conceptualize and develop the frame of reference and identify research questions;
2. show that the researcher has identified some gaps in previous research and that the

proposed study will fill a demonstrated need, and 
3. refine and redefine the research questions by embedding those questions in larger

empirical traditions (Marshall & Rossman, 1999) 

Preliminary review of literature implies that while internationalization has been a key issue in 
international business during the last four decades (Buckley & Ghauri, 1999) and despite
considerable progress in disclosing the nature and cause of internationalization, a 
comprehensive ‘theory of SME internationalization’ is still out of reach (Welch & Luostarinen,
1988). Two main approaches have been identified in the literature: the economic and
behavioral (Fina & Erminio, 1996). Due to the emphasis of these approaches on the internal
development of the firm’s knowledge and other resources, and growing attention to the role
of relationships and external resources during the ’80s, a new approach emerged to explain
internationalization within industrial network tradition (Karlsen, 2000). Meanwhile, due to
the growing attention to the role of entrepreneurs’ social network in transmission of
information about market opportunities (Allen, 2000; Björkman & Koch, 1995; Butler & 
Hansen, 1991) in the ’90s, numerous researchers use social network analysis to study the
process of internationalization in smaller firms (Ellis, 2000; Johnsen & Johnsen, 1999; Welch &
Welch, 1998; Coviello & Munro, 1997, 1995).

Despite the variety of internationalization theories and models, review of empirical SME 
internationalization studies indicates that none of these theories and models fully captures the 
actual internationalization of SMEs. Thus, integration of these theories and models is
recommended for understanding the process (Coviello & McAuley, 1999). On the other
hand, due to the growing attention to the role of entrepreneurs in economic systems and the
key role of decision-makers in SME internationalization, an entrepreneurial approach is 
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recommended as an alternative approach (Casson, 1997; Vatne, 1995). In fact, the preliminary 
literature review shows that the internationalization of SMEs is a complex issue that at least
requires integration of three different theoretical disciplines: internationalization, social
network analysis and entrepreneurship.

Therefore, with respect to the purpose of this study and considering the fact that simple listing 
of a huge number of factors does not help to explain the internationalization of the SMEs
(Miesenbock, 1988; Bilkey, 1978), we need to identify theories and models pertinent to the
purpose of this study in these three disciplines. A major requirement is to design a theoretical
framework that indicates how different variables contribute to the SMEs’ internationalization.
This issue is rarely addressed in the internationalization studies (Anderssen, 1993).

But how can we evaluate the application of a theory or model? According to Anderssen
(1993), “it is hard to imagine that a theory could be evaluated to be entirely satisfactory by all
criteria” (p.214). The large number of criteria specified in the literature (Zaltman, 1982)
makes a complete evaluation impossible. Generally, theories that explain real-life events make
certain assumptions about the nature of these events (Wiklund, 1998). “These assumptions set
the limits in applying the theory, and thus point out under which circumstances (for instance,
time and objects) the theory should be used as an explanation.” (Andersen, 1993, p.215) The 
assumptions also delimit what is observed and perceived by the theory. They show how 
decisions are made. According to Zaltman et al. (1982), it is very important to challenge
assumptions and to test their validity, since they are subject to changing conditions. It is
important to identify assumptions, even if they are not explicitly stated, because they reflect
the focus on general concepts and how they influence each other.

Depending upon the background and objectives, the researchers emphasize different aspects of
the theory (explanation, prediction and control) for evaluation. However, since according to
Zaltman (1982) the choice of criteria “will largely depend on what the evaluator believes are 
important aspects of a theory” (p.214), in this study we use the theory’s assumptions to assess 
the applicability of the theories and models to the SMEs’ internationalization. Analysis of
assumptions not only enables us to assess the validity of theories but also to overcome the
problem of integration of theories and models. According to Wiklund (1998), “the important
issue is to understand their basic assumptions, their limitations, and the compatibility of 
different theories, in order to combine them.” (Wiklund, 1998, p.49) 

In order to formulate the problem and research questions and to design the theoretical
framework, the literature review will proceed as follows. In the second section the
internationalization literature that includes internationalization theories and models from
different theoretical perspectives will be reviewed. The third and fourth sections are devoted
to the social network and entrepreneurship theoretical disciplines and their contribution to
SME internationalization studies. In the fifth section we deal with the review and analysis of 
the empirical studies of SME internationalization that are related to the problem area. Due to
the extensive and widely scattered empirical studies (Miesenbock, 1988), we use previously 
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acknowledged literature review articles that cover publications from the 1960s to the 1990s. 
This section will be completed by review of four articles published in the new millennium. In 
addition to aforementioned literature, which provides the theoretical foundation for this
dissertation, in the last section of this chapter we review supplementary documents published
by international organizations that implicitly identify factors influencing the entrepreneurial
activities. The first document is the “Global Entrepreneurship Monitor” annual reports
published since 1999 and the second set of document includes “2003 Index of Economic 
Freedom” and  “Economic Freedom of the World: 2002 Annual Report”. These reports not 
only support the theoretical basis of frame of reference developed in Chapter three, but also
support this study in the operationalization stage.

2-2- Internationalization Literature 

The many strands of concerns have stimulated academic studies in internationalization. At the
outset (1950s-1960s), much academic attention and analysis was focused on MNEs with an
emphasis on foreign direct investment (FDI) activities. Much of the early economic researches
taking MNEs or at least FDI as a starting point in their analysis left many questions
unanswered regarding the development process which preceded this stage, a process that
definitely affected the later steps. According to Welch & Luostarinen (1988), absence of
dynamic consideration is the main deficiency of this line of study that limits its application to 
FDI decisions by MNEs.

A shift in this direction began with Aharoni (1966) who, by adopting a behavioral approach,
has analyzed foreign-investment decision as a complex social process that is influenced by
social relationships both within and outside the firm. The Aharoni article is considered as one
of the key articles in this area (Buckley & Ghauri, 1999; Root, 1994). It “provides a rich
description of individual and organizational behavior over time and shows the crucial effect of
perception and uncertainty in the course of the process.” (Buckley & Ghauri, 1999, p. x)
Although Aharoni explains the process as the succession of the stages, he points out that in real
life these stages are ill defined and messy. The importance of this paper is related to its 
emphasis on driving forces, particularly ‘knowledge of market opportunity’ that lead firms to
consider an investment opportunity (ibid.).

This dynamic approach to internationalization was taken a stage further with a number of
studies of the international operations of Swedish companies (Uppsala University; Johanson &
Vahlne, 1977; Johanson & Wiedersheim-Paul, 1975). These studies, which adopted a 
behavioral approach to explain the process of internationalization, were important in
advancing our knowledge of the process, not only because they identified pattern of
internationalization, but also because they attempted to outline the key dynamic factors which
formed the basis of forward progress (Welch & Luostarinen, 1988). 

21



Inspired by the Uppsala Model (Johanson & Vahlne, 1977; Johanson & Wiedersheim-Paul,
1975), a number of scholars in North America developed models (Innovation-Related
Internationalization models) that view the development of export activities as an innovation-
adoption cycle or as an export development ‘learning curve’ influenced by external attention-
evoking or internal factors (Czinkota & Johnston, 1982; Reid, 1981; Cavusgil, 1980; Bilkey & 
Tesar, 1977). Both streams of research develop ‘internationalization models’ that explain the 
firms’ internationalization’ in a slow and incremental manner (Andersen, 1993).

Parallel to internationalization models a research project launched by researchers at Uppsala
University aimed at describing the pre-export behavior of small firms. In this regard, three
pre-export behavior models are suggested that describe different factors confronting decision-
maker in their pre-export activities (Wiedersheim-Paul, Olson and Welch, 1978; Olson & 
Wiedersheim-Paul, 1978; Welch & Wiedersheim-Paul, 19778).

Despite considerable support and acceptance of the Uppsala Model in most SME
internationalization studies during the last four decades (Coviello & McAuley, 1999; 
Andersen, 1993), it has been criticized from different angles and a number of empirical studies
have even challenged its basic proposition (Forsgren, 2002; Björkman & Forsgren, 1997; 
Andersen, 1993; Turnbull, 1985). Most of the critics refer to the incremental, small-steps
character of this model, and some have challenged its theoretical basis and its emphasis on the
internal development of a firm’s knowledge and other resources (Karlsen, 2000; Petersen & 
Pedersen, 1997; Andersen, 1993). Despite these criticisms, due to its general acceptance in
prevailing literature (Buckley & Ghauri, 1999) and particularly its utilization as a theoretical
basis in more recent empirical studies, further development and refinement of the model is
recommended (Andersen, 1993). 

Due to the deficiencies of the Uppsala internationalization model, Johansson & Mattson
(1988) proposed an internationalization model that adopts a more external view and is based 
on the network approach that emerged in Sweden during the 1980s. According to this model,
the firm’s internationalization involves the establishment and development of a network
position in foreign market. However, since this model is mostly based on empirical 
observation of European MNCs that wanted to know how to undertake FDI, rather than
whether such an investment is preferred to other alternatives (exporting, licensing, etc.), it is 
considered as the general theory of FDI. In fact this model is known as a complementary to
Uppsala Model. While the Uppsala Model is focused on the early stage of the
internationalization process, the network model explains the international expansion of a more
internationally experienced company (Karlsen, 2000).

However, the findings of empirical studies show that Johansson & Mattson’s (1988) model is
not appropriate for explaining the SMEs’ internationalization. Therefore, due to the growing
emphasis on the role and importance of relations and networks for understanding firms’

8 In Bilkey, 1978
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behavior (Welch et al., 1998), particularly for smaller firms whose development depends on 
relationships with others (Coviello & Munro, 1995), some of the researchers have used 
individual social networks to explain the internationalization and entry mode of smaller firms
(Ellis, 2000; Shaw, 1997).

The growing attention to social network theory in internationalization studies is supported by 
growing attention in this area of research to the role of entrepreneurs, because knowledge of
foreign market opportunities is assumed to be contingent upon the idiosyncratic benefits of
the entrepreneur’s social network (Ellis, 2000; Burt, 1992). While the role of manager or 
decision-maker is neglected in economic theories and internationalization models (Buckley & 
Ghauri, 1999), the entrepreneurship perspective represents a new trend in internationalization 
studies, as it aims at developing a new theoretical framework (Vatne, 1995).

Two strands of study within the International Entrepreneurship literature are identical. The
first group has developed a theoretical framework to define and describe how international
new ventures fit within the theory of MNE (McDougal & Oviatt, 1997). The second group,
based on Schumpeter’s (1934, 1942) definition of entrepreneurship and entrepreneurial
characteristics, has analyzed internationalization from an entrepreneurial perspective. Though
this trend of research is in its early stages, findings of some of these studies show that not only
can the entrepreneurial perspective be used to understand the firm’s internationalization, but
also to identify the ways in which entrepreneurs influence the firm’s international behavior
(Ibeh & Young, 2001; Andersson, 2000). 

To recapitulate, review of internationalization literature covers internationalization theories
and models within four theoretical perspectives: economic, behavioral, network and
entrepreneurship. In addition to discussion about the general outline of the theories or models
that identify the influential factors, the assumptions underlying each theory or model will be
discussed in order to evaluate the limitations and compatibility of these theories and models to 
the purpose of this study. 

2-2-1- Economic Approach – Foreign Direct Investment Theories

The review of international economic development literature identifies two strands of
research; the first attempts to explain international trade patterns as they were, while the
second strand centers on explaining the growth and composition of foreign investment. The
main reason for disintegration is the fact that international trade (exporting) and foreign
investment were considered as alternative options of international activity for the same firm 
(Dunning, 1995). In reaction to the limitation of international trade theories and their focus
on transaction between nations, two economic schools of thought, classical and neoclassical,
were developed to explain the foreign investment of MNEs.
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According to classical international theories, supply and demand opportunities drive the
international exchange activities of firms. Taken together, they assume that international
exchange opportunities exist, and the internationalization of firms arises largely from industry
structure and market conditions rather than individual managerial factors.  Classical theories
explain direct investment of large oligopolistic firms with certain size, market power and
resources. In confrontation with market saturation or intense domestic competition, those
firms that have the ability to identify and exploit exchange opportunities abroad therefore seek
to maximize their profits by entering international markets. Conversely, firms lacking
economy of scale, absolute cost control and production differentiation have to adapt to their
domestic market. Thus, small firms are not able to internationalize, due to their size
disadvantage, lack of information and lack of resources for implementing direct investment
(Brush, 1995). 

In addition to classical theories, most economic studies adopt the neoclassical theoretical
perspective to explain foreign investment. The neoclassical theoretical perspective is based on
the concept of a single-product firm, operating in a perfectly competitive industry with a large
number of competitor firms all producing the same product under the same cost conditions
and all facing the same market demand curve. According to these theories, transactions involve 
the exchange of a homogeneous product – no quality variation and consequently no costs are
involved in measuring the value of a product. Managers possess perfect information; hence
there is no uncertainty regarding prices, product characteristics, or the behavior of competitors
and trading partners. The neoclassical transaction occurs between multiple buyers and sellers;
no firm could exercise market power over another, since many alternative buyers and sellers
exist. These theories have said little about the firm, the rationale for its existence or the
explanation for its growth. In addition, they have also discounted the role of management by
assuming that the owner/founder is no longer present (Hobbs, 1996). 

In reaction to some of the limitations of neoclassical theories in understanding relationships
between firms and the assumption of frictionless economic systems, 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 (Casson, 1938b in Dunning 1988), skills, technology or products, or to 
obtain control over resources (Rugman, 1980 in Dunning 1988), 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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2-2-1-1- The Assumptions and Influential Factors

The assumptions of economic theories and factors that influence the FDI of MNEs are
presented in Table 2.1.

Table 2.1 Assumptions and Influential Factors of Economic Theories

Economic
Theories

Assumptions Influential Factors

Classical theories MNE is a rational economic actor,
International exchange opportunities exist,
Market position is established,
Firms have sufficient size (MNE),
Existence of factors that create scale of economics
or minimize costs (i.e., access to production
factors),
Market power of MNEs to take advantage of
international opportunities,

Profit optimization,
Market condition,
Change in supply and demand,
Intense domestic competition,
Market saturation,
Firm specific advantage – size (MNE)
Industry structure
Reducing risk,
Creating scale of economics or minimizing costs

Neoclassical
Theories

Multiple buyer and multiple seller,
Perfectly competitive market,
Companies have similar products, similar cost 
conditions, and same market demand,
Separation between management and ownership –
discounting the management role,
Managers possess perfect information,
Certainty regarding prices, product characteristics,

Firm-specific advantages such as technology, know-
how, specific assets, or economies of scale

TCA /
Internalization
Theory

Decision-makers have access to perfect
information,
Rational optimization,
Internalization increases control over resources,
protects firm against uncertainty and reduces
transaction costs

Location advantages
Ownership advantages
Internalization advantage

Source: extracted from Hobbs, 1996; Brush, 1995, Dunning, 1995 

2-2-1-2- Entry Mode and Market Selection 

Although an important part of internalization theory is focused on studying the entry mode
decision that, for instance, compares the establishment of foreign branches (vertical
integration) with other methods such as licensing, the review of the economic approach
indicates that these theories are focused on FDI (Anderson & Gatignon, 1986). 

With respect to market selection, internalization theory has traditionally related location of
foreign investment to the presence of institutional and productive factors in a particular
geographic area. However, extended location theories encompass new variables such as
exchange rate and political risks, the regulations and policies of supra-national entities and
inter-country cultural differences. In addition to these criteria, emergence of the knowledge-
based global economy has led scholars to offer a distinctive set of location advantages such as
the presence of the local firms with which foreign MNEs might form alliances to complement 
their own core competencies (Dunning, 2000). 
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2-2-2- Behavioral Approach – Internationalization Process Models

Due to the static nature of economic theories and their focus on FDI decisions of MNEs, a
shift began in internationalization studies. This trend of studies based on behavioral theory of
the firms (Cyert & March, 1963) adopts a more dynamic approach that views 
internationalization as a process. This trend began with Aharoni’s (1966) article, which is 
considered one of key articles in internationalization studies (Buckley & Ghauri, 1999; Root,
1994), and was followed by a number of scholars both in Europe and US who proposed
internationalization models.

In his review article, Andersen (1993) has labeled these internationalization models as ‘The 
Uppsala Internationalization Model (U-Model)’ developed by Johanson & Wiedersheim-Paul
(1975); Johanson & Vahlne (1977), and ‘The Innovation-Related Models (I-Models)’
developed by Bilkey & Tesar (1977); Cavusgil (1980); Reid (1981); and Czinkota (1982).

“While empirical contributions on exporting date back to the 1960s, a great deal of the 
research into small-firm internationalization has been influenced by the conceptualizations
which emanated from the ‘Uppsala School’ in the mid to late 1970s.” (Bell, 1995, p.60) Or as 
stated by Andersen (1993), the internationalization process of the individual firm is most 
closely associated with the research of Johanson & Wiedersheim-Paul (1975) and Johanson &
Vahlne (1977). Therefore, “their work has probably also been the inspiration for the
development of the Innovation-Related Internationalization Models” (p.210). 

2-2-2-1- The Foreign Direct Investment Decision Process

Aharoni (1966) describes FDI as a stepwise decision process. He considers a foreign investment
decision as a complex social process that is influenced by social relationships both within and 
outside the firm. He provides a rich description of individual and organizational behavior over
time that shows the crucial effect of perception and uncertainty in the course of this process
(Buckley & Ghauri, 1999).

In explaining the foreign investment decision process, Aharoni (1966) argues that in any 
decision process the following elements can be traced out. “First, any one choice made in the
organization depends on the social system in which the process takes place; second, the process,
although not each one of the decisions from which it is composed, takes a long time; third, 
decisions are made under uncertainty; fourth, organizations have goals; and finally, there are
many constraints on the freedom of action of the decision-maker to be reckoned with” (p.3).

By social system, he means the ‘organization’ and ‘environment’ in which the decision process
takes place. “The organization has devised established ‘ways of doing things’ according to
agreed-upon goals and past experience; these rules and specifications influence the behavior of
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its members, the information gathered by them, and their adaptive reactions to the
environment. Moreover, individuals within the organization have established relations among
themselves and with others outside the organization. These relations will also influence any
specific decision.” (ibid., p.3) With respect to the environment, he explains that the decision-
making of any one entrepreneur depends on his evaluation of the competitors’ activities in the
past and his reactions in the future. In sum, the organization is considered as embedded in a
superordinate system: the industry, the community in which it operates, and the cultural 
environment of which it is a part.

However, any investment decision is considered a long process that is spread over a
considerable period of time and usually made under ‘uncertainty’. Uncertainty is defined as a
feeling of doubt and unreliability that is affected by two factors: ‘ignorance’ and ‘perceived 
changes’. Ignorance occurs due to the ‘lack of information’ or ‘lack of knowledge’. Perceived
changes refer to the conditions where there is a high subjective probability of insecure
conditions that deal with consistency of information. Due to the uncertainty, we are dealing
with perceptions and subjective estimates of elements that are also bounded with constraints.
Uncertainty exists in regard to the alternatives and their consequences, what has been
described as ‘lack of knowledge about the opportunities’ by other economists (ibid.). 

According to Aharoni, investment, like any business decision, involves ‘constraints’. He 
explains that many organizations lacking experience of investment would refuse to consider
such a possibility. But when such a possibility is considered, many previous ‘policies’ taken as
given become constraints in the decision process.

By emphasizing the importance of the initiating force, Aharoni distinguishes two groups of
factors: those within the organization and those stemming from its environment. In the first
group he emphasizes forces arising from a strong interest in investment by one or several high-
ranking executives inside the organization. In the second group, he considers an outside
proposal, fear of losing market, successful competitors abroad, and strong competition in the 
home market as determinant factors.

However, as stated by Aharoni (1966), it is difficult to pin down one reason for a decision to 
look abroad; the decision usually results from a chain of events, incomplete information, 
activities of different persons, and a combination of several motivating forces, some in favor
and some against such a decision. He explains that leadership factors provide internal impetus
for internationalization and suggests that external initiatives may be opportunity-driven or 
problem-driven. Based on this mechanism, Aharoni (1966) concluded that the foreign
investment decisions follow four successive steps: 1) decision to look, 2) decision to
investigate, 3) decision to invest and 4) commitment to investment. However he emphasizes
that in real life these stages are ill defined and messy, and the rationality of behavior is seen
only if we observe the whole process, instead of concentrating our attention on one isolated
phase of it.
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2-2-2-2- Uppsala Internationalization Model – Evolution of a Model 

The Internationalization of the Firm (Johanson & Wiedersheim-Paul, 1975)
Based upon the findings of several studies of international operations of four Swedish firms,
Johanson & Wiedersheim-Paul (1975) conceptualize the internationalization process as an
incremental process involving four stages: no regular export activities, export via independent
representatives (agents), sales subsidiary, and production/manufacturing. This study is
developed on the basis of the following assumptions:

the firm is developed in the domestic market,
the internationalization is the consequence of a series of incremental decisions, and
the term international refers to either an attitude of the firm towards foreign activities or
to the actual carrying out of activities abroad (behavior).

According to Genpa (2000), “the hierarchy of effects model states that the behavior itself
(here, export behavior) is normally preceded by the two cognitive stages of awareness
(knowledge/beliefs) and attitude (evaluation).” (Genpa, 2000, p.2)  In fact, the attitudes are 
the basis for decisions to undertake international activities that will be influenced by the
experience from international activities. The time order of such establishment is related to the
‘psychic distance’, which is the psychological distance imposed by differences in language,
education, business practice, culture and industrial development that prevent the flow of
information between the home and the import/host countries. The incremental character of
internationalization is related to; 1) lack of knowledge about foreign countries, and 2)
propensity to avoid uncertainty.

The Internationalization Process of the Firm (Johanson and Vahlne, 1977)
Further based on the behavioral theory of the firm (Cyert & March, 1992, 1963) and 
Penrose’s (1959) theory of the growth of the firm, Johanson and Vahlne (1977) develop a
theoretical model to explain the internationalization process of the firm. This model is focused
“on the development of the individual firm and particularly on its gradual acquisition,
integration, and use of knowledge about foreign markets and operations and on its successively
increasing commitment to foreign markets.” (Johanson and Vahlne, 1977, p.23) They have 
formulated a dynamic model in which the outcomes of one cycle of events constitute the
input to the next. The main structure is explained by the distinction n between state and
change aspects of internationalization variables. The state aspects are market commitment
(resource commitment to the foreign markets) and market knowledge about foreign markets
and operations. The change aspects are decisions to commit resources and performance of
current business activities (Figure 2.1).

Since the model does not try to explain why firms start internationalization, it is assumed that
the firm attempts not only to increase its long-term profit, which is assumed to be equivalent
to growth, but to keep risk-taking at a low level. “The basic assumptions of the model are that
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lack of such knowledge that is an important obstacle to the development of international
operations and that the necessary knowledge can be acquired mainly through operations
abroad.” (Johanson & Vahlne, 1977, p.23) It is assumed that market commitment affects both
commitment decisions and the way current decisions are made, and that this, in turn, changes 
market knowledge and commitment.

Figure 2.1 The Basic Mechanism of Internationalization

Source: Johanson & Vahlne, 1977, p.26 
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Current
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A critical assumption is that market knowledge, including perceptions of market opportunities
and problems, is acquired primarily through experience from current business activities in the
market. Though experiential market knowledge generates business opportunities that
consequently are a driving force in the internationalization process, it is also assumed to be the 
primary way of reducing market uncertainty (Johanson & Vahlne, 1990). While the 
experiential knowledge is considered unique to the company, the objective or general
knowledge is considered as a public good that could be transferred at little or no cost. Lack of 
knowledge and resources is also considered as the most important constraint to
internationalization.

The concept of market commitment is assumed to consist of two factors: 1) the amount of
resources committed, and 2) the difficulty of finding alternative use for the resources and
transferring them to alternative usage. A direct relation exists between market knowledge and
market commitment. Knowledge is considered as a resource (preferably a dimension of human
resources); therefore, it is assumed that the better the knowledge about a market, the stronger
is the commitment to the market.
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Change aspects include current activities and commitment decisions. Current business
activities are considered the primary source of experiential knowledge9. The commitment
decision (decision to commit resources to foreign operations) is the second change aspect that
depends upon what decisions are made and how they are made. Regarding the first part, they
assume that decisions are made in response to perceived problems and / or opportunities on
the market. Awareness of need and possibilities for business actions are assumed to be 
dependent on experience. Regardless of whether decisions are made in response to problems
or in response to opportunities, commitment will be made in relation to current business
activities. Similar to Aharoni (1966) they explain internationalization as the consequence of a 
process of incremental adjustment to changing conditions of the firm and its environment,
changes that consequently present new problems and opportunities.

The model implies three exceptions regarding the small steps in additional market
commitment: 1) when firms have large resources, then the consequences of commitments are
small; therefore, large firms with surplus resources can take larger internationalization steps; 2)
market conditions are stable and homogenous, so market knowledge can be gained in ways
other than through experience, and 3) firms have considerable experience from markets with
similar conditions, which enables them to generalize the experience. (ibid., 1990)

Another characteristic of the model is that the firm is viewed as a ‘loosely coupled system’ in 
which different actors have different interests and ideas for the development and problem 
solving. “Thus, the model expects that the internationalization process, once it has started, will
tend to proceed regardless of whether strategic decisions in that direction are made or not.”
(ibid., p.12)

This theoretical model explains two patterns at the operational level. The first pattern is that
the firm’s engagement in the specific country market develops according to the establishment
chain (Johanson & Wiedersheim, 1975, Table 2.2) that indicates an increasing commitment of
resources to the market. The second pattern implies that firms enter new markets with
successively greater psychic distance (i.e., psychological distance imposed by differences in 
language, education, business practice, culture and industrial development). 

Johanson and Vahlne (1990)
Later, in response to criticisms such as being deterministic (Turnbull, 1985; Reid, 1981) and
being applicable to the early stages of internationalization Johanson and Vahlne (1990)
attempted to extend the explanatory power of the model by developing its theoretical basis to
embrace new concepts and approaches.

9 It is argued that experience could be gained alternatively through the hiring of personnel with
experience, or through advice from persons with experience. To clarify the role of these sources in the
process of internationalization they have distinguished between firm experience and market experience,
both of which are essential. For the performance of marketing activities, both kinds of experience are 
required. It is difficult to substitute personnel or advice from outside for current activities.
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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 pattern10 and mode of establishing marketing-oriented operations (including
manufacturing for the local market).” (ibid. p.16) Therefore, with respect to the ‘location’,
they took not only psychic distant11 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.

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.” (p.19) 

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.” (ibid. p.20)

2-2-2-3- Innovation-related Internationalization 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). (Table 
2.2)

10 Pattern implies choice of market.
11 As defined in page 28 by psychic distance we mean the psychological distance imposed by differences
in language, education, business practice, culture and industrial development that prevent the flow of
information between the home and the import/host countries.
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Table 2.2 A Review of the Uppsala Model and Innovation-Related Models
Innovation-related Model

St
ag

e

Uppsala Model
Johanson & 

Wiedersheim
(1975)

Johanson & Vahlne 
(1977)

Bilkey & Tesar (1977) Cavusgil (1980) Reid (1981) Czinkota (1981)

1
No regular export
activities

Management is not 
interested in exporting

Domestic marketing: the firm
sells only to the home market

Export awareness: problem
of opportunity recognition,
arousal of need 

The completely
uninterested firm

2
Export via 
independent
representatives

Management is willing to 
fill unsolicited orders, but 
makes no effort to explore
the feasibility of active 
exporting

Pre-export stage; the firm
searches for information and 
evaluate the feasibility of 
undertaking exporting

Export intention: 
motivation, attitude,
beliefs, and expectancy 
about export

The partially
interested firm

3
Establishment of an 
overseas sales 
subsidiary

Management actively
explores the feasibility of 
active exporting

Experimental involvement:
the firm starts exporting on a 
limited basis to some
psychologically close country

Export trial: personal
experience from limited
exporting

The exploring firm

4
Overseas production
/ manufacturing units

The firm on an
experimental basis to some
psychologically close 
country

Active involvement:
exporting to more new 
countries – direct exporting – 
increase in sales volume

Export evaluation: results
from engaging in exporting The experimental

firm

5 The firm is an experienced 
exporter

Commitment involvement:
management constantly
makes choices in allocating 
limited resources between 
domestic and foreign markets

Export acceptance:
adoption of exporting / 
rejection of exporting

The experienced 
small exporter

6 Management explores the
feasibility of exporting to 
other more psychologically
distant countries

The experienced 
large exporter

Source: 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 U-Models, the I-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.

Bilkey & Tesar (1977) have conceptualized the process of export development on the basis of
firms’ increasing involvement in exporting to psychologically more distant markets. They have
explained that the ‘stage’ model is meaningful for examining export behavior of small and
medium-sized firms. Several criteria such as past export, present export, exploration of
exporting, unsolicited orders, etc. were used to separate the stages. There are no arguments for
the classification procedures, and no discussion of why and how the independent variables
should influence the export development process. 

Cavusgil’s (1980) model is founded on management’s successive decisions regarding exporting
over a period of time. Based on empirical evidence, he suggests that several firm-specific
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characteristics and managerial factors act as determinants in the process of facilitating or
inhibiting the progress of firms from one internationalization stage to the next, as presented in
Table 2.3. 

Reid (1981) views internationalization as an innovation adoption process. Export adoption
was believed to require a favorable management attitude to exporting, an available foreign
market opportunity and the presence of spare resource capacity within the firm. He points out 
the need to distinguish between the foreign entry expansion processes of small and large firms.
Regarding small firms, he assumed that the individual decision-maker influences the export
behavior of the firm while the entry behavior in large firms is supposed to be structurally
determined. This model differs from other I-models, as it is not focused on the organizational
form adopted by the firm for exporting, but on the attitude and behavior of the decision-
maker and the requirements of the firm in terms of allocated resources at each stage of the
adoption process.

Although no formal definitions are offered for ‘managerial attitude’, Reid (1981) indicates
“managerial attitude” in the exporting research has been used to refer to decision-makers’
preconditional views, perceptual tendencies, expectations, beliefs and general attitudes towards
foreign markets. This model suggests that individual characteristics of both decision-maker and
firm are of great importance in determining export behavior. Influential factors identified by
this model are also presented in Table 2.3. 

Although all variables (except size) identified by Cavusgil (1980) and Reid (1981) turn out to
have a significant impact, they cannot explain movements from one stage to the next; it is 
only possible to characterize the firms that are in different stages (Andersen, 1993). 

Czinkota (1981) adapted the first four stages of his model from Bilkey & Tesar’s study. He
used several criteria for differentiating among stages: past export volume, absolute export 
volume, length of export experience, types of countries exported to, number of export
customers, number of export transactions, and manpower committed to exporting. He has
segmented firms so as to be able to target government export assistance requirements
effectively. The empirical investigation revealed that firms, at various stages, significantly
differed in terms of their organizational and managerial characteristics.

2-2-2-4- The Assumptions and Influential Factors 

Taken together, internationalization process models identify certain explicit and implicit 
assumptions and factors that carry the process forward (Table 2.3). The assumptions point out
under which circumstances the process is explained that consequently enable us to assess
whether these models are pertinent to the purpose of this study or not. With respect to the
Innovation-related Internationalization Models, the influential factors merely characterize
firms in different stages without explaining their movement from one stage to another.
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2-2-2-5- Entry Mode and Market Selection 

The internationalization models, in their foreign-entry mode decision-making studies, have
emphasized behavioral factors as driving forces over time, such that any given step is seen as an 
integral part of the overall process. The most consistent process pattern is ‘evolution rather
than revolution’ from low-commitment to high-commitment modes gradually over time
(Benito & Welch, 1994). 

The behavioral approach is founded on experience, knowledge, control and risk factors that
have placed particular stress on the contribution of experiential knowledge. The greater the
depth of knowledge and experience of the foreign market, the more confident a firm tends to 
be about making commitments, and about its judgment of the degree of risk exposure. Firms’
engagement in the specific country market develops according to an establishment chain that 
indicates an increasing commitment of resources to the market, which differs with regard to
the market experience gained. (Johanson & Vahlne, 1990) 

Lack of appropriate experience and knowledge increases the risk and uncertainty that is likely 
to constrain the market servicing decision. In this situation the firm can alter the perceived risk 
exposure by the choice of market entry mode; e.g., high risk might be counterbalanced by the
use of a low-commitment mode such as licensing. Behavioral approach also indicates how
‘control’ issues affect the choice of entry mode and are connected with risk, knowledge, and
experience factors. Without ‘knowledge of’ and ‘experience in’ a foreign market it is clearly
difficult to achieve effective control of operations. Therefore, firms are not interested in 
starting their entry in ways that require stronger involvement and control such as foreign
investment. (Benito & Welch, 1994) 

With respect to market selection, the internationalization models use the ‘psychic distance’
concept (Brewer, 2001). “Psychic distance is defined in terms of factors such as differences in 
language, culture, political systems, etc. which disturb the flow of information between the
firm and the market (Vahlne & Wiedersheim, 1973)”. (Johanson & Vahlne, 1977, p.13).
Therefore, firms tend to internationalize by going to those markets that they can most easily
understand.
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Table 2.3 Assumptions and Influential Factors - Internationalization Process Models

Internationalization
Process Models

Assumptions Influential Factors

The Foreign Investment
Decision Process Model
(1966)

Organization has established  ‘ways of doing things’
based on agreed-upon goals and past experience that 
influence the behavior of individuals, the information
gathered by them, and their adaptation to the 
environment,
Established relations in and out of the organization
influence the process of decision-making,
Decisions are made by entrepreneur to solve a problem
or explore an opportunity,
Decisions are made under uncertainty deriving from
ignorance or perceived changes,
Lack of knowledge is the major constraint to investment
decision,
Representative firm is a large, complex organization that 
its major functions are performed by different divisions
coordinated by a set of control procedures

Motivating forces – internal (leadership),
external (problems or opportunities) 
Constraints- ways of doing things (past
experience and agree-upon goals)
Firm’s members – their behavior,
information gathered, their adaptive 
reaction to the environment, and their
established relations in and out of the
organization,
Uncertainty – derived from ignorance (lack
of information and knowledge) or
perceived changes (consistency of 
information)
Initiating forces – internal (interest of 
decision-maker), external (receiving a 
proposal, fears of losing market, successful 
competitors abroad, strong competition at 
home)

Uppsala
Internationalization
Model
(1975, 1977, 1990)

The representative firm is a large, complex organization
that is an adoption rational system that learns from its
experience, that has developed in local market,
Firm strives to increase its long-term profit, which is 
equivalent to growth, and to keep risk-taking at a low 
level,
Lack of market knowledge and lack of established 
relationships are important obstacles to the development
of international operations that can be acquired mainly
through operation abroad,
Internationalization is the product of series of 
incremental decisions,
State of internationalization affects perceived 
opportunities and risks, which in turn influence 
commitment decisions and current activities,
The time order of entry in different markets are
explained by psychic distance,
Market knowledge, including perceptions of market
opportunities and problems, is acquired through 
experience from current business activities, 
Current activities are the prime source of experience, 
Commitment decisions depend on whether decisions are
made in response to perceived problem or opportunities, 
Variables (market commitment and knowledge, current
activities, and commitment decisions) are multilateral
rather than unilateral 
Constraints – lack of experiential knowledge, lack of 
resources, market uncertainty

Experiential knowledge including 
perception of market opportunities and
problems,
Market commitment comprises two 
factors: the amount of resources
committed, and the difficulty of finding
alternative uses for the resources, 
Current business activities, 
Commitment decisions – decisions to 
commit resources to foreign operations,
Psychic distance, 
Uncertainty about the changes in the firm
and the environment,
Established relationships in the foreign 
market,

Bilkey & Tesar (1977) Firms are increasing involvement in exporting to 
psychologically more distant markets
Export behavior model is appropriate for SMEs

Past / present export,
Exploration of exporting,
Unsolicited orders 

Cavusgil (1980) Managements make decision successively over a period
of time

Firm characteristics
External stimuli- unsolicited order, 
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changes agent 
Internal stimuli- differential advantages
and conducive characteristics, decision-
maker characteristics, internationalize
orientation
Perception regarding attractiveness of 
international operations 
Experience-based expectations,
Availability of key resources 
Willingness to commit resources,
Performance in the market and overcoming
barriers

Reid (1981) Internationalization is an innovation adoption process,
Export behavior of small firms are influenced by the 
individual decision-maker
Decision-making process is the key to understand the 
export behavior process

Decision-maker factors
Past experience (export or not)
Type, level and amount of foreign
information exposed to and associated 
individual characteristics
Unsolicited foreign order, 
Expectation from entry into foreign 
market,
Export orientation,
Underlying attitudes towards foreign 
involvement
Search for order in foreign markets,
Continued export growth-increased export
as  % of sales, entry in new markets,
absolute export growth,
 Introduction of new products into export
markets

Firm factors
Past firm performance, reputation, and
visibility,
Managerial goals - existing firm resources,
Unsolicited foreign orders - existence of 
available managerial and financial 
resources,
Performance – profitability, sales stability

Czinkota (1982) Past export volume,
Absolute export volume, length of export
experience,
Types of countries exported to,
Number of export customers,
Number of export transactions,

Manpower committed to exporting

2-2-3- Pre-export Behavior Models

In reaction to the focus of internationalization studies on large enterprises since the early
1960s, a research project was launched at Uppsala University in order to describe the export
behavior of SMEs (Olson & Wiedersheim-Paul, 1978). In this regard, three pre-export 
behavior models are suggested that describe different kinds of factors that decision-makers are
exposed to in their pre-export activities (Wiedersheim-Paul, Olson, and Welch, 1978 (Figure 
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2.2); Welch & Wiedersheim-Paul, 1977 (Figure, 2.3)). Due to the similarities among these
models, and despite schematic differences, we use the Wiedersheim-Paul et al. (1978) paper to 
explain the models. These models are developed on the basis of two key assumptions:
1. firms are rather small when they start their first export activities, and
2. there is only one decision-maker in the firm who makes all important decisions- a true

entrepreneur

According to Wiedersheim-Paul et al. (1978), the decision-maker is exposed to different kinds
of attention-evoking factors. The type of attention and how it is perceived depend upon three
factors: the decision-maker, environment of the firm, the firm itself, and interaction between
these factors. It is a two way process, because the decision-maker and environment influence
each other. Decision-maker characteristics operate at two levels in the model; both in
influencing factors and in influencing their perception. Therefore the value system and the
past history and experience of the decision-maker are considered important. Due to the
difficulty of describing and measuring the value system of the decision-maker, Wiedersheim-
Paul et al. propose a concentration on one specific aspect: a decision-maker’s international 
outlook; i.e., the extent to which he perceives and considers, as interesting, events occurring
outside his own country.

Figure 2.2 Factors Affecting the Pre-Export Activities of the Firm 
(Wiedersheim-Paul, Olson, Welch, 1978)

Decision – Maker Firm Environment Firm

Attention Evoking
Factors

Internal
External

Attention Evoked

Pre-Export Information Activities

Export

Source: Wiedersheim-Paul et al., 1978, p.48
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The location of the firm in the domestic market is considered as an important explanatory
factor in the model that mainly applies to ‘information flow’ and transportation costs of 
physical goods. In this model export is characterized as an ‘orientation process’ that “is highly
dependent on face-to-face and other types of informal contacts” (p.49). Firms with export 
intentions near to information centers, such as large cities, are at an advantage.

Firms’ characteristics are another factor that is assumed to have an effect on pre-export
behavior. Three factors are assumed to be of special importance: goals of the firm, product 
line, and extra regional expansion. In addition to the aforementioned factors the history of the
firm is considered as a factor that influences the decision-maker’s perception of and response
to export stimuli.

Figure 2.3 Factors Affecting the Pre-export Behavior of a Firm
(Welch & Wiedersheim – Paul, 1977)

Source: Bilkey, 1978, p.39 

Source: Bilkey, 1978, p.39 

Domestic Market
External Feature: state of market, market structure
(size & competition)
Firm’s Position in Market: extent of market
(geographic & product), market performance (growth
& profitability), commitments, prospects

Characteristics of the Firm:
Product line & range, location,
potential export market
History of the Firm

a
Types of Stimuli Exposed:
Internal: excess capacity, product uniqueness,
unrealized expansion goals 
External: fortuitous orders, market opportunity,
competition, economic integration, and government
stimulation

Perception of: Past
experience & prospects & 
associated risk in 
domestic marketb

Decision-Maker Characteristics:
International orientation,
Cognitive style 

Perceived: export stimuli & risk &
uncertainty (present or future) 

e

c

a

Type of Pre-Export Behavior:
Active, Passive, Domestic

d

e

a- Influence exposure to stimuli
b- Some stimuli are perceived
c- Determine perception
d- Influence behavior
e- Feedback of experience from pre-export behavior

First Export Order
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Firms’ characteristics are another factor that is assumed to have an effect on pre-export
behavior. Four factors are assumed of special importance: goals of the firm, product line,
history of the firm, and extra regional expansion. In addition to aforementioned factors

Another group of variables are ‘attention-evoking factors’ - defined as “factors and influences
that cause a firm to consider exporting as a possible strategy”. The former factors are assumed
as background variables that play important role in exposing factors to attention evokers. The
exposure is less likely without the positive preparation of the various background influences
that have an effect on the type of response of the decision-maker to the stimuli factors.
Distinction is drawn between those internal to the firm and those in the firm’s environment.

The particular pre-export activities in this model are the information activities of the firm that
are described in terms of the: 

willingness to start exporting,
information collection activity, and
information transmission activity

In this dimension, Wiedersheim-Paul et al. (1978) have identified three typical groups of
firms: domestic, passive and active (Table 2.4). 

Table 2.4 Groups of Pre-Export Activity

Dimensions
Group

Willingness to start
Exporting

Information
Collection Activity

Information
Transmission Activity

Domestic
Passive
Active

None to Low
Low to Medium
Medium to High 

None to Low
Low to Medium
Medium to High 

None to Low
Low

Low to High 

Source: Wiedersheim-Paul et al., 1978, p.53 

It is assumed that firms begin their activities when they are in the domestic group, and 
movement from one group to another will be caused by internal or external changes. And it is
argued that active pre-exporters are more likely to continue and to grow more strongly than
firms from other groups that might have begun exporting.

2-2-3-1- The Assumptions and Influential Factors

The influential factors and their relations are explicitly presented in Figures 2.2 and 2.3, and 
the assumptions supported the model are indicated in Table 2.5.
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Table 2.5 Assumptions of Pre-Export Behavior Models

Pre-Export Behavior
Model

Assumptions

Wierdersheim-Paul, Olson, Welch,
1978;
Welch & Wiedersheim-Paul, 1977

Firms are rather small when they start export activities
There is one real decision-maker – a real entrepreneur,
Pre-export behavior are information activities that have three dimension;
willingness to start exporting, information collection activity, information
transmission activity
Pre-export activities are three types: domestic, passive, or active

2-2-4- Network Model of Internationalization

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.

It is assumed that firms in industrial markets are linked to each other through long-lasting
relationships. The parties in the relationships establish and develop complex inter-firm
information, social and technical channels. Domestic relationships are assumed to be more
developed and stronger than export relationships. 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. Marketing activities in this model serve to establish, maintain,
develop and sometimes break relationships, to determine exchange conditions and to handle
the actual investment activities. “Investments are processes in which resources are committed 
to create, build or acquire assets which can be used in the future, assets which can be tangible
or intangible” (Johanson & Mattsson, 1988, p.200). Investment processes including their 
consequences are considered interdependent in the network.

In reply to the question ‘Why do firms internationalize their activities?’ Johanson and Mattson
(1988) assume that a driving force for increased internationalization is the firm’s desire to 
utilize and develop its resources in such a way that its long-run economic objectives are
served. It is also assumed that the individual firm is dependent on resources controlled by
other firms. The firm gains access to these external resources through its network positions.
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
(Figure 2.4). It creates four possible alternatives: the early starter, the lonely international, the
later starter and the international among others.
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Figure 2.4 Internationalization Situations

 High 
The Later Starter

The International 
Among Others

  Low
The Early Starter

The lonely
International

Degree of  Low
Internationalization
of the firm 

High

Degree of internationalization of the market
 (The production net)

   Source: Johanson & Mattson, 1988, p.202

2-2-4-1- The Assumptions and Influential Factors 

This model is developed based on certain assumptions that identify the industrial market as
network of relationships in which the exchange takes place as a network of a close and long-
lasting relationships, rather than as an anonymous market made up of exchange transactions
between the economic actors. Other assumptions related to this basic assumption and
influential factors are presented in Table 2.6. Though the key driving force for increased
internationalization is defined as the firm’s tendency towards utilization and development of
resources, no explanation is provided to show how and why they shift from one situation to
another.

2-2-4-2- Entry Mode and Market Selection

With respect to foreign market entry, Johanson & Mattsson’s (1988) model stresses current
interaction rather than strategic decisions. Investment is considered as the main entry mode,
such that all marketing activities serve to establish, maintain, develop and sometimes break 
relationships, in order to determine exchange conditions and handle the actual investment
activities. It is focused on how MNEs undertake FDI instead of whether such an investment is
preferred to other alternatives such as exporting, licensing, etc. Foreign entry mode is viewed
as a function of the ongoing inter-organizational interactions between the focal firm and its 
network. Therefore, investment opportunities are seen to be communicated to the firm via its
relationships with network partners. (Blankenburg & Johanson, 1995; Johanson & Mattsson,
1988; Ford, 1980)
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Table 2.6 Assumptions and Influential Factors – Internationalization Network Model

Internationalization
Network Model

Assumptions Influential Factors

Johanson & Mattsson
(1988)

Basic assumption is that the individual firm is dependent on 
resources controlled by other firms
Firms in industrial markets are linked to each other through long-
lasting relationships, 
Domestic relationships seem to be more developed and stronger
than export relationships,
Each firm in the network has direct and indirect relationships with 
customers, distributors, suppliers,
Firm’s activities in industrial markets are a cumulative process
Investment is the major marketing problem in which resources are
committed to create, build or acquire tangible / intangible assets, 

Tendency towards utilization and 
development of resources to serve
long-run economic objectives 

2-2-5- The International New Venture (INV) Model

In reaction to the focus of internationalization studies on large multinational companies and
growth of international new ventures Oviatt & McDougal (1994) develop a theoretical 
framework to define and describe the internationalization of the new ventures. They explain
how international new ventures fit within the theory of MNE. Within this perspective an 
international new ventures is defined as “a business organization that, from inception, seeks to
derive significant competitive advantage from the use of resources and the sale of outputs in
multiple countries.” (p.49) According to Oviatt & McDougal (1994, in keeping with Buckley
& Casson’s (1989) definition of the multinational enterprise, the definition of the international
new venture is concerned with “value added, not assets owned” (p.59).

This model is based on transaction cost analysis, market imperfections and internalization
theories that explain the MNE. The model also incorporates recently developed ideas from 
entrepreneurship scholars and strategic management scholars about how competitive advantage
is developed and sustained. The distinctive feature of this model is its focus on the age of firms
when they become international, not on their size.

With respect to the ‘large size’ advantage in MNE theory, they explain that despite the fact
that size is the main firm-specific variable for multinationality, sustainable competitive
advantage is increasingly recognized to depend on the possession of ‘unique assets’ not size.
Therefore, the unique assets along with dramatic reduction of TC of multinational
interchange (Porter, 1990) shorten the internationalization process of new ventures. The 
theoretical framework suggested by Oviatt & McDougall (1994) includes boxes that show sets 
of economic transactions that are of particular interest and arrows that represent elements that 
distinguish a subset from a larger set of transactions (Figure 2.5). 
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Figure 2.5 Necessary and Sufficient Elements for Sustainable International New Ventures

* Sustainable
Economic Transactions

Organizations

New Ventures

INV

Element 4:
Unique
Resources

Sus.*
INV

Economic Transactions

Organizations

New Ventures

Element 3:
Foreign
Location
Advantage INV

Economic Transactions

Organizations

Element 2:
Alternative
Governance
Structure

New Ventures

Economic Transactions

Organizations

Element 1:
Internalization
of some
Transactions

Economic Transactions

Source: Oviatt & McDougall, 1994, 54 

The framework begins with Economic Transactions, ‘Element 1: internalization of some 
transactions’ distinguishes transactions that take place in Organization from those that are
governed by markets. The first arrow explains how lack of resources results in internalization
or possession of a smaller percentage of the resources. ‘Element 2: alternative governance
structure’ separates transactions associated with New Ventures from those associated with
established firms. It shows that instead of internalization, new ventures can use hybrid
structures such as licensing, franchising and networking as a more powerful resource-sharing
alternative to both internal control and market control over the exchange of resources.
‘Element 3: foreign location advantage’ distinguishes transactions associated with International
New Ventures (INV) from those that constitute new ventures. The great mobility of knowledge
provides the location advantage that results in differentiation or cost advantages for MNEs and
INVs. These advantages enable them to overtake the advantageous firms in many countries
simultaneously. Finally, ‘Element 4: unique resources’ differentiates the subset of Sustainable
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International New Ventures from short-lived firms. The last arrow refers to unique resources
such as ‘knowledge’ that create sustainable competitive advantages. Therefore, the model
suggests that INV must limit the use of knowledge by outsiders in many countries to sustain its 
competitive advantage. It is more focused on control of sustainable competitive advantage,
especially unique knowledge.

2-2-5-1- The Assumptions and Influential Factors

As discussed above, the INV model is grounded on ‘TCA’, ‘Internalization Theory’, the
‘Entrepreneurship theory’ and the ‘Strategic Management’. Therefore, its assumptions are a
combination of these theories’ assumptions. In addition to factors explicitly indicated in the
model, Oviatt & McDougall (1994) explain that the sustained competitive advantage depends 
on factors stated in Table 2.7. 

Table 2.7 Assumptions and Influential Factors – INV Model

INV Model Assumptions Influential Factors

Oviatt  & McDougall
(1994)

Decision-makers have access to perfect
information,
Rational optimization,
Internalization increases control over 
resources, protects firm against 
uncertainty and reduces transaction costs 
Firms control sustainable competitive
advantage, especially unique knowledge 

Internalization of some transactions, 
Alternative governance structure,
Foreign location advantage 
Unique resources
Entrepreneurial ability to spot and act
on opportunities, 
Entrepreneur’s ability to obtain 
knowledge of markets and suppliers,
The ability to attract and maintain a
loyal business network

2-2-5-2- Entry Mode and Market Selection

According to Oviatt & McDougal (1994), the new ventures can use hybrid structures such as
licensing, franchising or networking as an alternative to internal control and market control
over the exchange of resources. They can also use the network structure as a more powerful
resource-sharing alternative to internalization that depends upon social (informal) control
through trust and moral obligation rather than formal contracts. Market selection is related to 
two factors: 1) familiarity with market that limits INV’s operation to few markets, and 2)
scanning for market opportunities in different countries where their networks are established
or could be set up. 

44



2-3- Social Network Theory 

Due to the deficiencies of internationalization models, Johanson & Mattson (1988) suggested a 
model that views internationalization as the establishment and development of network 
positions in foreign markets. But, studies inspired by this model on fairly large companies
(Blankenburg & Johanson, 1995; Axelsson & Easton, 1992) along with findings of SME
studies confirm that this model is not appropriate for SME internationalization studies (Chetty
& Blankenburg-Holm, 2000). 

Therefore, with respect to the growing emphasis on the role and importance of relationships
and networks in understanding the firms’ behavior, some of the researchers have used the
individual social networks for investigation of smaller firms’ internationalization (Ellis, 2000;
Welch et al., 1998; Shaw, 1997; Coviello & Munro, 1995). According to Nohria (1992),
focus on the individual in organizational network studies has only recently attracted research
interest as individuals are alerted to the importance of their so-called ‘connections’ in getting
things done. Therefore, with respect to the key role of the decision-maker in the
internationalization of SMEs (Miesenbock, 1988), we review the Social Network Theory and
its contribution to SMEs’ internationalization in this section.

2-3-1- Social Network Theory and its Contribution to SME Studies 

The social network theory has its origin in the social psychology of groups and subsequent
development of sociological and social anthropological studies. According to Scott (2000), the 
theoretical ideas in this area are connected to the work carried out by Lee (1966) and
Granovetter (1974).

The social network theory based on the network concept emphasizes the fact that each
individual has ties to other individuals, each of whom in turn tied to a few, some or many
others, and so on. The network structure presents the model of these relationships between
individuals. Such models use ‘actors’ and ‘ties’ to represent networks. Actors are discrete,
individual, corporate, or collective social units, e.g., people in a group, a department within a
corporation, public service agencies in a city, etc (Scott, 2000). Ties are the relationships
between actors. In fact, social network theory argues that actors making their own choices
with regard to the actors around them with which they have ties or relationships.

The public reception of Granovetter’s article (1973) popularized social network theory in
American sociology and helped to stimulate many other studies. “Although it was not a highly
technical piece of mathematics – or, perhaps, because of this – Granovetter’s work was of
central importance as a charter statement for popularizing and legitimating the position”
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(Scott, 2000, p.34). His work helped to move social network analysis away from its focus on 
purely interpersonal relations.

With respect to the contribution of Granovetter’s studies to the systematic and analytical
development of social network analysis (Scott, 2000), and since “much of the research on
small firm networks embraces Granovetter’s view of economic action” (Shaw, 1997, p.8), in 
this section we briefly explain his contribution to social network studies.

In a paper published in 1973, Granovetter explored the ways in which people acquire
information about job opportunities and introduced his famous argument on ‘the strength of
weak ties’. He found that informal, personal contacts were the primary channels through
which individuals found out about job opportunities. The findings of his studies show that 
acquisition of information depends upon, “first, the motivation of those with information to
pass it on, and, second, the strategic location of a person’s contacts in the overall flow of
information” (Granovetter, 1992, p.54). He explained that it is through the relatively weak
ties of less frequent contacts and of people in different work situations that new and different 
information is likely to become available. What this means is that acquaintances are more
likely than friends to pass information.

Subsequently, Granovetter (1985) published a paper about the extent to which economic 
action is embedded in structures of social relations in modern industrial society. His new view
of ‘embeddedness of economic behavior’ challenged both old and modern economic theories
regarding the economic behavior of individuals. He suggested that a fruitful analysis of human
action requires us to avoid the atomization implicit in the theoretical extremes of under and 
over-socialized conceptions12. He emphasizes the role of concrete personal relations and
structures (or networks) on economic and non-economic behavior. It is also emphasized that
the production of information is embedded in the society; in fact, information is described as a
social product.

According to Granovetter (1985), a fruitful analysis of human action requires avoidance of 
atomization implicit in under and over-socialized theories. “Actors do not behave or decide as
atoms outside a social context, nor do they adhere slavishly to a script written for them by the
particular intersection of social categories that they happen to occupy. Their attempts at 
purposive action are instead embedded in concrete, ongoing systems of social relations.”
(p.487) Within this theoretical framework, networks are preferable to markets because they 
involve some shared benefits. He suggested, “the embeddedness account may be more useful
in explaining the large number of small establishments not characterized by satellite or
peripheral status” (p.507). Due to the influence of Granovetter’s articles on social network
analysis, much of the social network studies embrace his view of economic action and aim at

12 In this article, Granovetter (1985) describes classical, neoclassical and institutional theories as under-
socialized, and modern sociology as over-socialized theories.
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understanding the actions and behavior of small firms and exploring the network within which
they are embedded (Shaw, 1997; Aldrich & Zimmer, 1986).

2-3-2- Social Network Benefits

A social network is “the totality of all persons connected by a certain type of relationship and
is constructed by finding the ties between all persons in a population under study, regardless of
how it is organized into role-sets and action-sets” (Aldrich & Zimmer, 1986, p.12). A role-set 
consists of all of the persons with whom a person has direct relations, while an action-set is a
group of people who have formed a temporary alliance for a limited purpose. Relations are
treated as containing the following benefit:
1. communication content or passing of information from one person to another;
2. exchange content or the goods and services two persons can exchange, and
3. normative content or the expectations that persons have of one another because of some

special characteristics or attribute.

According to Burt (1992), since opportunities spring up everywhere, “the information benefits 
of a network define who knows about these opportunities, when they know, and who gets to 
participate in them.” (p.62) According to Granovetter (1973), network structure influences 
the information benefit. It is through the relatively weak ties of less frequent contacts and of 
people in different work situations that new and different information is likely to become 
available. It means that acquaintances are more likely than friends to pass information.

Individual ties are the basic elements from which a network is built up (Casson, 1997). Figure 
2.6 shows three types of network ties: direct ties, indirect ties and structural holes in two
networks. Firm A has three direct ties and nine indirect ties. Further, its partners B, C and D
are all tied to each other, creating a dense (closed) network with no structural holes. In
comparison, firm 1 has four direct ties and two indirect, but since its partners are unconnected
to each other, the network is sparse (open) and has several structural holes (Ahuja, 2000). 

Burt’s (1992) theory of structural holes aims to enhance the network’s benefits. According to
Burt (1992), ties are redundant to the degree that they lead to the same actors. Network
structure creates redundancy of information benefits through cohesive or equivalent contacts.
In contrast, non-redundant contacts offer information benefits that are additive rather than
redundant. “Non-redundant contacts are connected by a structural hole. A structural hole is a
relationship of non-redundancy between two contacts. As a result of the hole between them,
the two contacts provide network benefits that are to some degree additive rather than
overlapping.” (Burt, 1992, p.65) The weak tie argument (Granovetter, 1973) and structural 
holes (Burt, 1992) describe the same phenomenon. They predict the same ranking of
information benefit, though the weak tie argument is simpler. However, whether a
relationship is strong or weak, it generates information benefits when it is a bridge over a 
structural hole (ibid.).
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Figure 2.6 Illustration of Direct Ties, Indirect Ties, and Structural Holes in Two Networks
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According to Burt (1992), although network benefit is associated with network structure it
does not show all of the factors required for converting opportunity into higher rates of return
because information benefits might come to a passive player. A player can respond in ways
ranging from fully developing the opportunity to ignoring it. This variation in behavior
depends on the motivation and entrepreneurial behavior of the players. “A person whose
abilities or values proscribe entrepreneurial behavior is unlikely to act, and someone inclined
to entrepreneurial behavior is more likely to act, even taking the initiative to create
opportunities.” (p.80)

In fact the individual’s social network can be considered the source of necessary information as
long as the player has the entrepreneurial behavior to receive and interpret information in the
turbulent and uncertain environment (Butler & Hansen, 1991). The relationship between 
social networks and opportunity identification is identified as the initial stage or
entrepreneurial phase of network evolution (Figure 2.7). A large social network assures the
entrepreneur of a larger ‘opportunity set’ from which to draw intangible information and 
tangible resources.

Figure 2.7 Model of Entrepreneurial Network Evolution
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2-3-3- Social Network and Entry Mode

According to Ellis (2000), from the network perspective, entry mode is a function of the
ongoing inter-organizational interactions between the focal firm and its network. Therefore,
given that business relationships are preceded by the communication of entrepreneurial
opportunities through direct and indirect ties (Johanson & Vahlne, 1992), and given that the
spread of information about new ideas and opportunities comes through those bridge ties that 
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link people in separate social clusters (Granovetter, 1973), Ellis (2000) suggests that the 
foreign-market entry process may be better explained by the domain of social network theory
that considers the transmission of information through interpersonal networks. 

Seen from this perspective, Ellis (2000) explains that knowledge of foreign market
opportunities is contingent upon the idiosyncratic benefits of each individual’s social network.
In other words, entry mode and market selection result from interactions between the
initiating decision-maker with others that are in some way connected to a particular foreign
market.

2-4- Entrepreneurship

Findings of the social network analysis lead us to the conclusion that the entrepreneur is
essential for discovering and converting information about market opportunities into practice
with a higher rate of return. A diverse set of scholars with different disciplinary backgrounds
has contributed to research in entrepreneurship. These scholars have their roots in different
disciplines such as economics, business history/anthropology, psychology and sociology
(Brush, 1995). But, despite the potential for richness that such a mix of disciplines brings, in 
many cases, researchers from one discipline have tended to ignore entrepreneurship studies by
researchers in other disciplines (Bull & Willard, 1995).

However, in spite of a lack of a generally accepted theory of entrepreneurship (Bull &
Willard, 1995), within the economics discipline Kirzner (1947) developed the ‘theory of
entrepreneurial discovery’, which views the market as an ‘entrepreneurially driven process’. It
explains how entrepreneurs drive markets by discovering and exploiting opportunities that
have been overlooked by others. In order to determine the domain of ‘entrepreneurship’ in
this study, we follow our discussion by presenting different definitions of ‘entrepreneur’ or
‘entrepreneurship’, and a review of the Theory of Entrepreneurship Discovery.

2-4-1- Definitions

According to Hisrich & Peters (2002) the frequently asked questions – Who is an
entrepreneur? What is entrepreneurship? What is an entrepreneurial career path? – reflect the
increased national and international interest in entrepreneurs, and their impact on economy.
However, “in spite of all this interest, a concise, universally accepted definition has not
emerged.” (p.7) Stevenson (1999) has classified the entrepreneur definitions into two groups:
1) economic approach that defines the term as an economic function, and 2) psychological and
sociological approach that identifies entrepreneurship with individual traits. Table 2.8 shows
some of these definitions. 
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Table 2.8 shows that all scholars have related ‘entrepreneur’ to ‘action’, ‘acting in changing 
conditions’ and ‘action under uncertainty’. In fact, Schumpeter’s definition creates the basis for
other scholars’ definitions. Therefore, with respect to the general acceptance of Schumpeter’s
definition (Casson, 1997), we also consider his definition as reference in this study. 

Table 2.8 Definitions of Entrepreneur and Entrepreneurship

Scholars Definition
Cantillon (1755) Entrepreneurs are a distinctive social class formed of people who are willing to bear the risks shifted onto 

them by the rest of society. Entrepreneurs exercise business judgment in the face of uncertainty (in Bull &
Willard, 1995). 

Schumpeter (1934, 1942) An entrepreneur is a leader and contributor to the process of creative destruction. Characteristic of
entrepreneurs is that they simply do new things, or do things already being done in a new way (innovation).
Getting new things done is not only a distinct process but it is a process that produces consequences that are
an essential part of capitalist reality. Entrepreneurial performance involves firstly the ability to perceive new 
opportunities that cannot be proved at the moment at which action is taken, and secondly adequate ‘will 
power’ to break down the resistance that the social environment offers to change. Therefore,
internationalization as an example of strategic change is defined as an entrepreneurial action. 

Leibenstein (1968) An entrepreneur is one who marshals all resources necessary to produce and market a product that answers a 
market deficiency (in Bull & Willard, 1995).

Drucher (1985) Entrepreneurship is an act of innovation that involves endowing existing resources with new wealth-
producing capacity (in Bull & Willard, 1995). 

Mises (1949) The entrepreneur means an "acting man in regard to the changes occurring in the data of the market"
Entrepreneurship is any human action inspired by uncertainty. 

Kirzner (1985) An entrepreneur is one who perceives profit opportunities and initiates action to fill currently unsatisfied
needs or to improve inefficiencies. To act means to discover opportunity under uncertainty.

Source: extracted from Stevenson, 1999

2-4-2- The Theory of Entrepreneurial Discovery 

Despite the growing attention to the role of entrepreneur and introduction of this concept by
John Stuart Mill, it has not included in the economic system defined by Smith-Ricardo-Mill-
Marshall. In the world they depicted, there was room for administrative direction expressed by
the term ‘management’ not ‘entrepreneur’ (Schumpeter, 1942). In this world, managers make 
decisions with perfect knowledge and perfect rationality. By assuming that human actions and 
decisions are made within a closed framework with perfect knowledge and given goals and
resources, neoclassical economics divert not only attention from actual decision-making
process but also prevent us from seeing the driving forces of the market (Kirzner, 1997). 

Therefore, in reaction to the deficiencies of neoclassical economics in explaining the market
process, and based on analytical articles published by Mises (1949) and Hayek (1948)13, Kirzner 
(1949) offers the ‘Theory of Entrepreneurial Discovery’, which explains how and why markets
work. Consistent with Mises’s definition, ”entrepreneur means acting man in regard the

13 Mises (1949), Human Action, Yale University Press;
   Hayek (1948), Individualism and Economic Order, The University of Chicago Press 
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changes occurring in the market”; therefore, entrepreneurship is considered a human action.
Every actor in any real and living economy is always an entrepreneur, and every individual act
constitutes an act of discovery, because individuals express their preferences at the moment of
action. When they act to seize opportunity, they are not seizing a given opportunity; instead,
they are discovering it. In reaction to neoclassical emphasis on maximizing decision, the
emphasis is put on actions of purposeful human beings who exercise their entrepreneurial
judgment in making their way in an uncertain world. It is emphasized that the promoting and
speculating entrepreneurs provide the driving force of the market. It is also pointed out that 
the market process consists in mutual learning, during which market participants acquire more 
and more knowledge concerning what each participant is able to do. (Kirzner, 1997, 2000) 

According to Kirzner (2000), three key interrelated concepts identify the Entrepreneurial
Discovery Theory: the entrepreneurial role, the role of discovery and rivalrous competition.

1. The Entrepreneurial Role drives the over-changing process of the market by discovery of the
opportunities for pure entrepreneurial profit overlooked by earlier entrepreneurs.

2. The Role of Discovery reflects how a decision-maker can be expected to discover the
profitable opportunity ignored by others. Discovery of unknown profit opportunities is
distinguished from successful search of information because unlike search it involves
natural alertness to possible opportunities (or the danger of possible disaster), which is
characteristic to human beings. Entrepreneurial alertness refers to an attitude of
receptiveness to available opportunities that are overlooked. The entrepreneur’s discovery
is not a deliberate act of learning or of search. It is midway between deliberately produced
information and pure chance.

3. Rivalrous Competition: “What drives the market process is entrepreneurial boldness and
imagination; what constitutes that process is the series of discoveries generated by that
entrepreneurial boldness and alertness.” (ibid., p.19) To be alert to such opportunities and
to grasp them, entrepreneurs are competing with other entrepreneurs. This competition is 
different from the neoclassical model in which all participants are buying or selling
identical commodities at uniform prices with perfect knowledge. It is a ‘rivalrous process’ 
that we encounter in the everyday business world. Each entrepreneur seeks to outdo his
rivals by offering the best possible deals to consumers; therefore, profits can be made by 
offering consumers better deals.

In keeping with these concepts that show the essence of the theory, Kirzner (1997) identifies
competition as the dynamic, driving force for discovery in the market process that leads us to
identification of conditions required for entrepreneurial discovery.  “Competition is the
process through which knowledge is discovered and communicated.” (Kirzner, 1997, p.48)
This process is made possible by the freedom of entrepreneurs to enter markets in which they
see opportunities for profit. Therefore, for the entrepreneurial discovery theory, competition
involves only one condition; “freedom of entry into each conceivable market.” (Kirzner, 1997, 
p.47)
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Every act of competitive entry is viewed as an entrepreneurial act and every entrepreneurial
action is necessarily competitive. “To act entrepreneurially is to enter a market with a new
idea, with a better product, with a more attractive price, or with a new technique of
production. … Entrepreneurial activity is possible only to the extent that no resource
monopoly obstacles exist to block entry.” (Kirzner, 1997, p.49) Therefore, for example, 
where due to government grant of monopoly privilege potential entrepreneurs are blocked
from entering a particular industry, the entry restrictions prohibit the discovery of profit 
possibilities.

Therefore, if we consider internationalization as an entrepreneurial action (Schumpeter, 1942),
the properties of this theory enable us to investigate the SMEs’ internationalization as an
economic action embedded within a market process defined as the discovery of market
opportunities. Realization of the process of internationalization therefore depends upon
discovery of opportunities by the entrepreneur. What drives the process is the entrepreneurial
alertness and boldness: alertness for grasping the opportunities that are realizable only by
rivalrous competition. By describing internationalization as a process of discovery of foreign
markets opportunities, the theory of entrepreneurial discovery indicates that the findings of
internationalization studies and social network analysis support each other.

2-5- Internationalization of SMEs – Empirical Studies 

This section of literature review is devoted to the empirical studies of SME 
internationalization. The main purpose of this section is to use empirical studies to complete
the theoretical background by identifying the driving forces. 

Due to extensive number of empirical SME internationalization studies, this part is limited to
the acknowledged literature review articles published during the last three decades. The first 
article (Bilkey, 1978) covers export behavior empirical studies published since the early 1960s.
The second article (Miesenbock, 1988) covers publications about the SME internationalization
since the first publication on this issue in the early 1960s.

The Miesenbock article is most frequently cited literature review article on SME
internationalization studies. The third article (Coviello & McAuley, 1999), though limited by 
some criteria, covers SME internationalization empirical studies published in the 1990s. The 
McDougal & Oviatt (1997) article focuses on the international entrepreneurship literature in 
the 1990s that covers related articles published up to 1995. In addition to these literature 
review articles, four articles relevant to the purpose of this study published since 2000 are 
selected for review. 
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2-5-1- Bilkey, 197814

In this paper, Bilkey has reviewed 62 articles (he believes that they constitute nearly all of the
available literature on the export behavior since the early 1960s). He attempts to integrate the 
essential features of export behavior studies. Most of these empirical studies have related
multiple variables to the export behavior of firms. A summary of these findings is presented in
Table 2.9. 

Table 2.9 The Summary of Findings of Bilkey’s Literature Review Article
Topic Essential Features 
Export Initiation – Export initiation tends to focus on the

effects of change-agents 
1- External Change Agent:

Chambers of commerce, industrial associations, banks,
governments agencies, other firms (e.g., foreign importer,
export agents)

2- Internal Change Agent: members of the firm’s top 
management interested in exporting due to: 

Having export experience
Degree of firm’s international orientation
Confidence in the firm’s competitive advantage
Adverse home-market conditions 

Motivation for
Exporting

Advantages that push into initiating 
exporting deliberating

1- Avoid losses from a saturated home market and consequent
declining domestic sales 

2- Perceived profitability of exporting (direct effect) 
3- Perceived intensity of domestic competition (inverse effect) 

Perceive Obstacles to
Exporting

Obstacles or barriers that are usually 
institutional and infrastructural and 
could be removed by governments
(tend to vary by industry and firms’
export stage )

Insufficient finances,
Foreign government restrictions,
Insufficient knowledge about foreign selling opportunities,
Inadequate product distribution abroad,
Lack of foreign market connection

Management Focused on the quality of management
as an important determinant of 
exporting

Which firms are most efficient
Which firms best perform product planning 
Advertising
Research
Sales administration functions

Size Firm’s size is regarded as critical for
its propensity to export

Divergent findings; relationships between size and propensity to 
export is complicated by a possible Intercorelation of firm size with 
the quality of management

Export Destination Exporting tends to begin with ‘psychic distance’ countries
Export Risk Exporting firms probably face less total market risk than  non-

exporting firms because of market diversification
Exporting to Affiliates Exporting to owned-affiliates is growing

Key findings

With respect to the huge number of variables that influence the export behavior of the firms,
Bilkey argues that simple listing of variables does not explain the export behavior of the firm.
We can analyze variables only if we integrate these factors into a model that differentiates firms
according to export stages. However, he states that management is identified as key to the

14 ‘An attempted integration of the literature of the export behavior of firms’, 1978, Journal of 
International Business Studies, p.33-46
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firm’s position in the export development process, which from the firm’s perspective is a
learning process.

The main managerial inferences concluded are: 
Quality of the management probably is the greatest single determinant of a firm’s export
success.
Firms that have never exported logically should at first concentrate on gaining basic export
experience.
The motivation for exporting probably should be the firm’s long-term growth and
development rather than short-term profit.

Bilkey concluded that export behavior literature is so widely scattered that it is difficult to 
obtain, so that few analysts are aware of more than a portion of what has been written.

2-5-2- Miesenbock, 198815

In his literature review paper Miesenbock has categorized international business literature into
two groups: the dominating one that covers MNE, and the others, which concern SMEs. He
focuses on the second group and aims to compile, systematize and compare all obtainable
empirical studies concerning the export behavior of SMEs. He has categorized the factors that
influence firms’ export behavior into two types: key variables and other variables. These 
variables and their relevant attributes are presented in Table 2.10. 

Key findings

According to Miesenbock (1988), findings show that the literature based on empirical studies
is so full of inconsistencies that a conclusive theory of small-business internationalization is far 
attainable. However, in addition to these general comments he proposes four major
conclusions:
1- The decision-maker of the small firm with his characteristics and perceptions is the single

most important variable in this process. 
2- Exporting is a sequential process, during which the firm gradually increases its export

commitment.
3- The variables that determine the export behavior of the firm are not independent of the

stage of internationalization, of the exported product or service or of the home country of
the exporter.

4- It is still impossible to state which variables there are and in which way they influence
export performance.

15 ‘Small businesses and exporting literature review’, 1988, International Business Journal, p.42-61 
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Miesenbock concluded that although the empirical findings show strong support for some
variables, these variables cannot be generalized. Therefore, further research should be more
sophisticated in its investigation of content as well as in its statistical methods. Simple listing of
reasons for exporting is not likely to aid progress in this field. In new studies, differences due
to different countries, products and stage of internationalization should be taken into 
consideration.

Table 2.10 Summary of the Variables and Their Relevant Attributes
Variables Relevant Attributes

Key Variables
Decision-Maker One who decides starting, ending 

and increasing international 
activities

Decision-maker characteristics:
1- Psychologically oriented decision-maker

Positive attitudes towards exporting 
Perceive higher export profits
Perceive less export risk
More aggressive, dynamic, creative, innovative, flexible, self-
confident
Having international orientation 

2- Objective characteristics
Foreign travel 
Speaks foreign language
Export-marketing knowledge 

International Activity Importing, exporting, franchising, licensing, foreign
production, joint ventures

Stages of
Internationalization

It is generally agreed that internationalization is best understood as a 
gradual sequential process of discernable stages 

Product Determine marketing variables Adaptation of product for exporting (increase/decrease)
Home country  Facilitate or complicate

international activities 
Legal system (e.g., tax advantages in exporting)
Infrastructure (distribution facilities or impediments)
Education system

Other Variables
Stimuli Two types of categories are

defined:
Internal/External Stimuli
Proactive/Reactive Stimuli

1- Internal stimuli:  excess capacity, unique product, firm’s
advantage, decision-maker

2- External stimuli: unsolicited order, saturated home market or
recession, better opportunities 

Barriers Reasons for not exporting 1- Internal barriers: not enough capacity, not enough information,
difficulties in distribution, difficulties in export marketing, no 
interest in exporting

2- External barriers: no perceived demand abroad, too high cost 
abroad, trade impediment

Perceived Problems Problems that firms perceive with 
export operations

Lack of:  knowledge about foreign opportunities, qualified 
staff, language knowledge, capital, management time
Distribution system,
Collecting money,
Documentation,
Trade impediments

Firm’s Demographic
Characteristics

Firm’s size – no significant relationships,
Capital equipment,
Firm’s age – younger are more active,
Export experience,
Export success, 

Firm’s Managerial 
Characteristics

Positive relationships between exporting and long-range
(market) planning,
Qualified personnel,
Organizational structure,
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Marketing Variables Unique or sophisticated products,
Before sale services,
After sales services,
Foreign sale promotion and advertisement,
Participation in trade fairs, seminars, congresses, exhibitions,..
Search for optimal export channel (direct sales, co-operative
sales societies, home sales offices) 
Pricing policy – adoption for exporting
Systematic market research

Production Variables Excess capacity, stock of finished goods, technology extensive
products

Finance Variables Findings show controversial results
R & D Variables Findings show controversial results
Market Variables Physically closed countries are preferred due to least product

adaptation

2-5-3- McDougall & Oviatt, 199716

According to McDougal & Oviatt (1997), ‘entrepreneurship’ and ‘international business’ have
perhaps been the two most explosive fields of study in U.S. business schools during the last 
two decades. ‘International Entrepreneurship’, as the juxtaposition of these two subjects is at 
the intersection of these two areas of interest. Changes in the international business
environment and many large multinational firms, and new ventures that are becoming
international from inception, support these growing interests in entrepreneurship studies.

In order to identify, categorize and analyze the research on international entrepreneurship, 
McDougal & Oviatt (1997) adopt the following definition for international entrepreneurship:
“new and innovative activities that have the goal of value creation and growth in business organizations
across national borders” (p.293). This definition is focused on business; therefore, it excludes 
international entrepreneurial activity within nonprofit and government organizations. Based
on this definition, they identify 62 articles published from 1990 to 1995. Within this group,
three articles focus on academic entrepreneurship issues and the rest are placed into the
context of seven major topics: 1) cooperative alliances, 2) economic development initiatives,
3) entrepreneur characteristics and motivations, 4) exporting and other market entry modes, 5) 
new ventures and IPOs17, 6) transitioning economies, and 7) venture financing18. Summary of
this review article is presented in Appendix 2.1.

According to McDougall & Oviatt (1997), the topics focus largely on domestic 
entrepreneurship, with two exceptions: exporting and other market entry modes and

16 ‘International entrepreneurship literature in the 1990s and directions of future research’, 
Entrepreneurship 2000, Sexton & Smilor, 1997, p.291-320
17 Initial Public Offering 
18 According to McDougall & Oviatt (2000), these groups continue to identify major areas of interest
within international entrepreneurship.
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transitioning economies. From their view, the findings indicate that “international
entrepreneurship is not an academic discipline. It is an arena in which many disciplines apply
and extend their theories in an attempt to discover and explain facts about entrepreneurship
across national borders.” (p.301)

Key findings
McDougal & Oviatt concluded that although researchers have only recently begun to enter
the international entrepreneurship area, findings of these studies already show that:
1. Newly formed international joint ventures are clearly entrepreneurial organization.

Though a strong theoretical base (e.g., transaction cost models and internalization theory) 
guides research in cooperative alliances, researchers have noted the difficulty of applying 
transaction cost and internalization theories that were developed to explain the large firms’ 
activities to small firms. 

2. The findings also refer to cultural differences between entrepreneurs and concluded that
entrepreneurs share a distinctive pattern of fundamental beliefs that transcend cultures.

3. Though studies on ‘exporting and other market entry modes’ constitute the most active
topic of research in the arena of international entrepreneurship, they lack a strong
theoretical base. The problem is that all findings show that “little can be said beyond, ‘it 
all depends’.” (p.298) So, as recommended by Czinkota (1994), since “today’s market 
place is so well-suited for small firms to successfully export, therefore with some
theoretical redirection the area may continue to be a critical area for research.” (p.298) 

4. The new ventures or firms that are international from inception are increasing throughout
much of the world because many of them require resources from other countries and
because markets and competition span national borders. Therefore, they adapt
international processes from inception. However, since traditional international business 
theories were found inadequate to explain the existence of new ventures, new theoretical
frameworks were explored to combine entrepreneurship and international business.
Though new-venture studies show some evidence of theoretical development, it is still
necessary to expand studies in various countries to determine questions to be answered
about international new ventures (INV).

With respect to these findings, McDougall & Oviatt (1997) suggest that scholars in 
international entrepreneurship should recognize the benefits of multidisciplinary collaboration
because:

Explanation of complex phenomena such as the internationalization of small ventures
requires the use of contingency theories.
Multilevel theories will help to identify the complex processes that intervene between
broad economic conditions and entrepreneurially motivated individuals to produce viable
new ventures in various nations.
Therefore, since “too many of the articles reviewed were devoid of theory, hypothesis, or
even research questions” (p.302), multidisciplinary work is required to make explicit 
different and sometimes conflicting assumptions to produce more rigorous work
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2-5-4- Coviello & McAuley, 199919

According to Coviello & McAuley (1999), SME export literature encompasses general
research on the behaviors and strategies associated with exporting. But recently, due to the
changes in the world business environment, we are facing a shift from interest in exporting to
understanding the process and patterns that explain how smaller firms increase their
international involvement over time. Therefore, in their review paper Coviello & McAuley
select recent empirical studies that are focused on SMEs’ internationalization. Both ABI and
BIDS electronic databases are used for identifying the articles that are:
1- empirical studies published between 1989 and 1998 
2- focused on SMEs with the individual firm as unit of analysis
3- focused on examining the process of how smaller firms increase their involvement in

international operations 
With respect to these limitations, 16 studies were found eligible for review. Summary of
findings of these articles is presented in Table 2.11.

Three theoretical frameworks are used in recent SME internationalization studies. The stage
models are the most commonly used framework and are found to varying degrees in 13 of 16
studies. Ten studies incorporate the network approach and only four studies apply FDI theory,
of which three compare the explanatory value of this theory with the stage models and/or
network approach.

Key findings
Though the group of studies supports a gradual, incremental, outward process, some
studies show that SMEs leapfrog stages.
Firms pursue multiple strategies in each stage.
Stage models do not adequately reflect the factors influencing the internationalization of
high-technology firms. 
Overall analysis shows that one approach of internationalization may not fully capture
actual firm behavior; therefore, integrated or comparative approaches are suggested for
understanding the overall concept.
The network perspective provides valuable insight into the dynamics of
internationalization because it is more than a description of the process. It is linked to a 
strategic direction that provides a way of doing business.
Developing and managing business and social networks can increase the rate of
international development. 
The most interesting result is that recent FDI research clearly finds SME
internationalization to be more than a pattern of investment based on rational economics

19 ‘Internationalization and the smaller firm: a review of contemporary empirical research, management 
International Review, p.223-256
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and TCA. It supports the fact that networks are important determinants of location choice
in FDI, particularly for small firms. 
Internationalization is situation-specific, thus the findings are influenced by the cultural
context.

Based on these findings, Coviello & McAuley (1999) recommend that future research on SME 
internationalization should integrate three approaches: FDI theory, stage models and network
perspectives. It should explicitly recognize that internationalization is a dynamic, time-
sensitive process. Thus, studies that may capture the three approaches of internationalization
must apply them at different points in time. In this way, empirical studies should provide an
understanding of how and when a firm’s international growth patterns reflect, for example, a
series of stages, or relate to surrounding process such as networks, or exhibit FDI activity.

Table2.11 Summary of Recent Empirical Research on SME Internationalization

Author /
Country

Theoretical
Framework

Research Focus Findings and Conclusions

Lau.H.F, 1992 /
Hong Kong 

FDI
Stage models

Int. process of garment
manufacturers

The process of smaller firm is different from MNEs (e.g., no
licensing). The process reflects incremental commitments, as well as 
int. of activities with FDI in production facilities in LDCs, and sales 
and marketing activities in major countries 

Bodur &
Madsen, 1993 / 
Denmark

Stage models
Networks

Nature of int. in terms of 
entry modes

Support both incremental approach to int. and networking progress.
Through mutual learning, both parties gain knowledge about each 
others that lead to increased commitment

Dalli, 1994 / 
Italy

Stage models Export strategy as a
development process towards
foreign markets

Firms pursue multiple strategies within each stage. Stage models are
broadly supported

Hyvarinen,
1994/ Finland

Stage models Internationalization in terms
of commitment, and
innovation

Confirmed a gradual int., but emphasized the importance of imports
in initiating the process. Level of commitment is generally low, and 
innovations are rare in SMEs

Bell, 1995 / 
Finland,
Ireland, and 
Norway

Stage models
Initial export decision ad int. 
process

Did not support the psychic distance, geographic distance concept,
and incremental model. Increased commitment is manifested by 
exporting to new markets, not FDI in established market

Berra et al.,
1995 / Italy

FDI
Networks

Int. of SMEs and large firms
focusing on cooperative and 
non-cooperative (FDI)

SMEs mainly internationalize their activity using contractual 
cooperative agreements, while non-cooperative strategies prevail in 
larger firms

Coviello &
Munro, 1995 / 
New Zealand 

Networks Entrepreneurial high-
technology firm’s approach to 
international market
development

Foreign market selection and entry initiatives come from
opportunities created through formal and informal network contacts. 
Network relationships facilitate rapid growth and actively influence 
the int. process and growth of small software firms. Small software
firms rely on network relationships for marketing-related activities in 
foreign markets.

Chetty & 
Hamillton,
1996 / New 
Zealand

Stage models Explain the causal processes
of exporting based on Reid’s
model

General support for Reid’s (1981) model, including concept of 
psychic distance. Identifying other causal factors influencing
exporting process i.e., technological sophistication, firm size, and 
domestic market environment

Korhonen &
Welch, 1996/ 
Finland

Stage models
Networks

Inward-outward int. and
public policy 

Cooperative operations virtually do not exist at the beginning. 52% 
of SMEs begin international operation on the ‘inward’ side and 33% 
begin with outward, while 34% are engaged in cooperative
relationships at some point
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Bjorkman, 1997 
/
Finland

Stage models
Network

Internationalization in the 
context of inward patterns of 
expansion

Tourism services are characterized by inward int. Little support for 
psychic distance concept. Key actors and their social networks and 
bonds have significant impact on int. of service firms

Coviello &
Munro, 1997/ 
New Zealand 

Stage models
Networks

Int. process to understand the 
role of network relationships

Int. patterns are better understood by integrating stage models with 
network perspective. The establishment chain includes three rapid
stages, and is characterized by externalization of market development
activities through investment in network relationships. 

Fonts &
Coombs, 1997/ 
Portugal

Stage models
Networks

Int. process of new 
technology based firms

Sequential process and growth through relationships. Firms establish 
relationships to complement their activities or compensate for 
deficiencies

Gankema et al.,
1997/ 8 EU

Stage model Int. over five years to 
evaluate stage model

Cavusgil’s (1980) model holds for SMEs within conditions. Some
firms leapfrog stages. Future research is necessary to relate int. to the 
firm and surrounding process

Holmund &
Kock,
1998/ Finland

Networks Impact of domestic business 
and social network on SME
int.

Domestic business networks allow access to information and 
resources, and entry to a foreign business network. SME managers
rely heavily on social contacts in searching for market information

O’Farrel et al.,
1998

FDI,
Stage model,
Networks

How service SMEs develop 
their foreign markets in terms
of mode of entry and market
location

Foreign market development requires ‘opportunity responses to 
changing circumstances’. Little evidence of TCA in decision-
making, and influence of network contacts. Foreign market entry is a
causal process and subsequent development can be more complex for
service firms than for manufacturing firms

Zafarullah et 
al., 1998/ 
Pakistan

FDI,
Stage
models,
Networks

Int. of small firms to identify
the relevance of the stage 
models and alternative
theories /FDI, network theory

Int. process shows little support for the stage model. Though firms
are aware of cost consideration, little support for TCA for 
investment. Systematic though unplanned use of contacts and 
connections is important in all aspects of int. Some support for
network theory.

2-5-5- Andersson, 200020

The purpose of this article is to present an integrated perspective including entrepreneurs in
the analysis of firm’s internationalization. Based on a case study in the Swedish rubber
products industry, a model establishing the entrepreneur as a central factor is suggested to 
explain the firm’s international behavior.
Entrepreneurship literature deals with three questions:

How do people act? This question explores issues such as “How to succeed at being an
entrepreneur.”
Why do they act? This question uses psychological factors to explain why entrepreneurs
act. It is hard to find common psychological factors among entrepreneurs.
What happens when they act? Economists, and particularly Schumpeter’s view, dominate
the literature dealing with this question.

The definition adopted in this study is influenced by Schumpeter (1934), who focuses on the 
entrepreneurial function and not on the entrepreneur as a person. According to Schumpeter,
the entrepreneurial concept includes not only the introduction of new products but also of

20 “The internationalization of the firm from an entrepreneurial perspective”, International Studies of 
Mgt. & Org., vol. 30, no.1, spring 2000, p.63-92
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new production methods, the opening of new markets, the conquests of new sources of
supply and raw materials, and the reorganization of an industry. In addition to the ‘acting’
specified by Schumpeter, the view of entrepreneurship adopted in this study includes the
following qualities: 

the ability to see new combinations;
the will to act, to develop these new combinations;
the view that acting in accordance with one’s own vision is more important than rational
calculations;
the ability to convince others to invest in entrepreneurial projects, and 
proper timing

Thus, the entrepreneur is defined as an individual who is carrying out these entrepreneurial
actions. In this study, internationalization is defined as the process of involvement in
international operations (Welch & Luostarinen, 1988). Internationalization is considered as 
part or consequence of a firm’s strategy that can be defined as an entrepreneurial action. The
entrepreneur is central to the model, such that the strategy and internationalization processes
will not start without acting entrepreneurs. It is not enough to be a firm with resources and
opportunities in the environment; internationalization must be wanted and triggered by
someone. The entrepreneur is influenced by his environment, which is divided to the macro,
meso and firm levels. The factors and concepts considered at each level are indicated in Table
2.12.

Table 2.12 Factors and Concepts handled by the Entrepreneur at Different Levels

Firm Level Meso Level Macro Level
Organization structure
Product development
Learning
Corporate culture 
Core competence
Transaction costs 
Firm-specific advantages

Customers, competitors, suppliers 
Industry structure
Networks
Industrial wisdom
Individual’s interpretation of the 
situation
Ability to influence the industry 
structure

Factor conditions 
Psychic distance 

The entrepreneur concept is used to link the structure concept of macro, meso and firm to the
process concepts of strategy and internationalization (Figure 2.8). The first box is the
conceptual framework that shows different influential factors. The entrepreneur is influenced
by different levels in his environment.

Key findings
The findings show that entrepreneurs not only can be used to understand firms’
internationalization behavior but they also identify the ways in which entrepreneurs influence
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firms’ international behavior. Different entrepreneurs influence international behavior in
different directions. In order to identify firms’ internationalization process and strategy with
types of entrepreneurs, Andersson has used Schumpeter’s (1934) classification of new
combinations (Table2.13).

Table 2.13 Schumpeter’s Classification of New Combinations

New Combination Considerations
1- New goods A good with which consumers are not familiar, or a new quality of good 
2- New production method A new production method that is not yet tested by experience, not specially scientifically

new, e.g., a new way of handling a commodity commercially
3- New market A market into which the particular branch of manufacture of the country in question has not

previously entered
4- New source of supply of raw
material or half manufactured goods

Irrespective of whether this source already exists or whether it has first to be created

5- New organization of any industry Creation of a monopoly position or the breaking up of a monopoly position

With respect to this classification and findings of the study, Andersson distinguishes three types
of entrepreneurs. Those who carry out actions in accordance with points 1, 2, and 4 are called
technical entrepreneurs. Those acting in accordance with points 3 and 5 are called marketing
and structure entrepreneurs. His findings confirm that different types of entrepreneurs choose
different strategies for their company. An important implication is that the choice of entry
mode depends upon the individuals who influence the internationalization process and the
overall strategy of their firms (boxes 2 to 4, Figure 2.8).

For example, for technical entrepreneurs, internationalization is not the main interest, but new
products can become known abroad through the international network of its customers. A
request from abroad can lead to export or a licensing agreement (pull internationalization).
The marketing entrepreneur finds a need in the market and has an idea of how to fill it. The
product is seen in a wider context, since the market channel and brands may be more 
important than the physical product. He is proactive in creating new channels to reach the
customer (push internationalization). And finally, the structure entrepreneurs act in mature
industries. They try to structure companies and industries by combining organizations through
e.g., acquisition and mergers (structure internationalization).

Another important implication is that finding the right people has more significance than
choice of entry mode. It also shows that different entrepreneurs also act differently when it 
comes to the choice of entry strategy and market. The technical entrepreneur’s market choice
is reactive, while the marketing entrepreneurs see it as a vital part of the strategy. Their
decision does not grow out of a rational analysis; it is rather more of a reflection of how they
interpret the situation.
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Figure 2.8 Different Types of Entrepreneurs

Source: Andersson, 2000, p.68& 81-83
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2-5-6- Ibeh & Young, 200121

The purpose of this study is to explore the low export involvement of firms from a 
contingency export-entrepreneurial perspective in Nigeria. The main research questions are:
“How entrepreneurial are Nigerian manufacturing firms in an exporting sense? And “How 
well does their level of export-entrepreneurial orientation explain their decision to enter, or 
not enter the export market?” The focus is on soft dimensions of exporting; export
involvement, orientation and intention. The fundamental proposition is that exporting is an
entrepreneurial act. Thus, based on Stevensson et al., (1989), export entrepreneurship is 
defined as the process by which individuals, either on their own or inside the organization,
pursue export market opportunities without regard to the resources which they currently
control, or environmental factors which they face. Meanwhile according to Roux (1987),
export entry is described as a process of innovation adoption that reflects entrepreneurial
nature of decision-makers’ characteristics and attitudes. Based on the findings of former
studies22, they assume that exporting firms can be differentiated in terms of their strategic 
entrepreneurial posture. While some exporters tend to be active, proactive and aggressive (i.e.,
entrepreneurial) in their pursuit of opportunities in overseas market, other exporters tend to be
reactive, passive, and adoptive (conservative). In contrast to former studies that have limit their
inquiry to simple direct investigations between particular variables and export performance,
this study includes all three dimensions of entrepreneurial orientation (innovation, risk-taking
and proactiveness) in their conceptualization of an exporting firm’s strategic posture.

Based on data collected, Ibeh & Young aim at identifying categories of firms that reflected
levels of export-entrepreneurial orientation. The validity of the resulting high and low export
entrepreneurial orientation clusters is subsequently assessed using both quantitative and
qualitative (in-depth interview) data. These data are related to the responding firms’
characteristics and competitive competencies, decision-makers’ characteristics, perception of
environmental factors and export performance indicators (Figure 2.9).

21 ‘Exporting as an entrepreneurial act: An empirical study in Nigerian firms’, European Journal of 
Marketing, p.566-586 
22 According to Yeoh & Jeong (1995), a firm’s entry strategy is related to entrepreneurial orientation 
along a continuum ranging from conservative to entrepreneurial. This conservative/entrepreneurial
taxonomy shares conceptual boundaries with earlier taxonomies developed in management,
organization, and export literature: active/reactive (Piercy, 1981); aggressive/passive (Tesar and
Tarleton, 1982); proactive/reactive (Johanson & Czinkota, 1982); active/passive (Esghi, 1992); and 
innate/adoptive (Ganitsky, 1989). (Ibeh & Young, 2001) 
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Figure 2.9 A Model of Export Entrepreneurship

Decision-maker Factor Domestic Capacity
Related Factors 

International orientation 
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Entrepreneurial
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network
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Export
Behavior

State of local 
infrastructure

Previous business 
experience
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developing new export
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Cost of production
Drive for interdependence/
control

Key findings
The findings show that, due to resource deficiencies, small firms always face problems when
initiating exporting. Exporting becomes more difficult where such firms are additionally
burdened by disincentives in their domestic environment. The findings show that firms faced
with the above constraints in their environment are more likely to exhibit positive export
behavior if they possess an entrepreneurial orientation. The other findings indicate that:

real improvements in export behavior or performance can only result from strengthening
firms’ entrepreneurial foundations
the export potential of non-exporting firms can best be gained by assessing their
entrepreneurial orientation

Risk tendency
Innovativeness
Leadership ability 

Firm Factors

Top management support
Planning orientation

Product quality/uniqueness
Developing new markets
Local distribution network
Access to foreign
intermediaries
Technological strength
Generous credit terms

Sourcing of export
information

Proactive motivations
for exporting

Less averse to 
exporting risks

Government & 
Market Factors 

Political instability
Inconsistent policy
implementation
Country’s image
abroad

Export start 

Presence in 
key market(s)

Plans for new
export
market(s)

Source: Ibeh & Young 2001, p.580
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2-5-7- Westhead, Wright, Ucbasaran, 200123

This paper seeks to understand if the characteristics of principal founders, businesses and the
external environment at one point in time can be used to ‘explain’ at a later date whether a
firm is still an exporter or non-exporter. Due to the focus of a majority of the studies on the
exporting activities of entrepreneurs and firms located in the U.S., and the bias of previous 
research towards manufacturing firms, the selected sample includes 621 manufacturing,
construction and service businesses located in twelve contrasting environments in Great
Britain surveyed first in 1990/91 and then re-interviewed in 1997. 

Built upon previous internationalization theoretical studies, this study utilizes a resource-based
view to identify a range of factors that encourage some owner-managed firms to export goods.
They take into account the aspiration of entrepreneurs and the resource needs of smaller and
newer firms. Findings of the previous studies identify a broad range of factors that influences
the decision made by entrepreneurs to export (the background, competencies, motivations
and attitudes of principal owner-managers, as well as the firm’s internal and external
environment). Despite the acknowledged role of decision-maker in small-business
internationalization, few studies have empirically explored the relationship between an
entrepreneur’s characteristics and experience and the propensity to be an exporter.
Entrepreneurs provide tangible and intangible resources to a firm. These resources are
properties of individuals that have accrued to them through education and experience. Four
categories of entrepreneur’s capital are examined: general human capital, management know-
how, specific industry know-how and ability to acquire financial capital (Table2.14).

This study confirms that businesses with older principal founders, with more resources, denser
information and contact networks, and considerable management know-how are significantly
more likely to be exporters. Businesses with principal founders that had considerable industry-
specific knowledge, as reflected in their starting their businesses in the same industry as their
last employers, are markedly more likely to be exporters. Industry know-how is a strong
predictor of the ability of a firm to be an exporter. Previous experience of exporting is also a 
key influence encouraging firms to export.

23 ‘The internationalization of new and small firms: a resource-based view’, Journal of Business 
Venturing, 16, p.333-358
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Table 2.14 Indicators of Entrepreneur’s Capital

General Human
Capital

Management Know-How Specific Industry Know-
How

Ability to Acquire
Financial Capital

Own life experience
Men/women
Ethnic minorities /
minorities education

Entrepreneur’s parent own 
business
Age – having wider social 
and business contact and 
financial source
Previous managerial or
supervisory position 
Previous skills, competencies,
and networks
Presence of partners with 
wider social and business
networks
Using external professional
advisors

Pre-owner experience in the 
same industry
Previous profitable
experience of exporting

Previous experience 
in obtaining the 
necessary funding

Variables related to general human capital, the ability to acquire financial capital, and
competition for resources in the external environment did not significantly influence
exporting. Moreover, many of the management know-how variables failed to significantly
predict the propensity to export abroad. The resource-based variables significantly associated
with both the propensity and intensity of exporting sales abroad are not exactly the same as
those associated with larger businesses. Nevertheless, the selected variables are able to
adequately predict subsequently enhanced business size and profit performance relative to
competitors reported in 1997.

2-5-8- Yli-Renko, Autio, Tontti, 200224

This paper develops a model of the international growth of technology-based new firms
(TBNFs) by drawing on the social capital theory and the knowledge-based view of the firm.
The model aims at explaining the role of intra- and inter-organizational relationships in
building the firm’s distinctive knowledge base and in achieving international growth. It is 
hypothesized that internal and external social capital influence the acquisition and creation of
knowledge and that knowledge is a key resource driving the international growth of TBNFs.
The model also takes into account the influence of growth orientation on international
growth. The model is tested with longitudinal growth data from Finnish TBNFs.

24 ‘Social capital, knowledge, and the international growth of technology-base new firms’,
International Business Review, 11, p.279-304
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Based on the findings of previous studies, Yli-Renko, Autio and Tontti assume that industrial
firms are increasingly shifting their attention from the control of static, firm-specific resources
to the acquisition, assimilation and exploitation of firm-specific knowledge. In the new global 
competitive environment, firms succeed not because they have superior control over scarce
resources, but because they are able to learn and to use this learning more efficiently than
others.

Based on these assumptions and internationalization theories (Internationalization process
theory and New Venture international theory), organization and network theories the
variables and their relations have been defined in this study as follows.

The term ‘information’ refers to “… data that give meaning by reducing ambiguity, 
equivocality, or uncertainty”, and the term “knowledge’ refers to ‘… more complex
product of learning such as interpretation of information, beliefs about cause-effect
relationships” (Huber, 1991, p.89 in Yli-Renko et al., 2002). 
Theories assign different roles for knowledge in the internationalization process. Building 
on the behavioral theory of the firm, the ‘internationalization process theory’ views
knowledge (foreign organizing knowledge in particular) as a key regulator of the firm’s
tangible and intangible commitments to foreign markets (Johanson & Vahlne, 1990) 
The ‘new venture international theory’ drawing on entrepreneurship research, views 
knowledge more as an enabling resource than as a regulator of resource commitments
(Oviatt & McDougal, 1994). The emphasis of this new venture international theory is on
the opportunity recognition and proactive pursuit, instead of reaction and gradual
escalation of commitment. Therefore, the inherent mobility of knowledge allows for an
earlier and more rapid internationalization for ‘born global’ firms. Based on this definition,
they assume that two views of the role of knowledge in international growth are
complementary, rather than contradictory.

In order to develop the ‘international growth model’, Yli-Renko et al. complete their findings
from internationalization theories by incorporating the recent theoretical and empirical work
on social capital and organization learning (Burt, 1992). The concept of ‘social capital’ applied 
recently in a wide range of organization studies is often defined as “the sum of resources that a
firm can access or mobilize by virtue of possessing a durable network of relationships” (p.
282). In this tradition, the network is treated primary as a source of (mostly explicit)
information for the focal actor. More recently, studies have been extended toward analyzing
the outcomes of individual network relationships. The main attention is focused on studying
how firms can leverage individual dyadic relationships for the exchange and acquisition of
both tacit and explicit knowledge and for mutual learning.

In this study, both the ‘network structure’ and ‘relational’ aspects of social capital are captured
to look at the exchange and assimilation of both tacit and explicit information. Therefore, to 
capture both exchange and assimilation, they have distinguished between firm-internal and firm-
external social capital. By firm-internal social capital, Yli-Renko et al. mean the extent and
quality of relationships between individuals and units within a given firm. Firm-external social
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capital resides in the exchange relationships between firms and individuals representing these. 
It is assumed that social capital, both internal and external, facilitates the development of a
TBNF’s distinctive knowledge base, thereby providing a basis for the creation of
organizational advantage.

The creation and acquisition of knowledge is conceptualized in terms of: 1) the internal
knowledge-intensity, and 2) the foreign market knowledge of TBNF. Knowledge-intensity reflects the 
extent to which a firm depends on the knowledge inherent in its activities and outputs as a
source of competitive advantage, as emphasized in the new venture internationalization theory
and the knowledge-based view of the firm. Foreign market knowledge reflects the extent to
which a firm possesses information and experiential knowledge about its international
operating environment (e.g., on customers, competitors, market conditions). In this model,
foreign market knowledge reflects the accumulation of managerial learning. As the focus of
this study is on international growth, the model is concentrated on the companies’ acquisition
of information and experiential knowledge concerning foreign markets, competitors, customers
and potential cooperation partners. The foreign market knowledge concept thus reflects the
‘foreign organizing’ view of knowledge as emphasized in the internationalization process
theory.

Building on these theories and definitions and findings of empirical studies, Yli-Renko et al.
incorporate in their model both the ‘foreign organizing knowledge’ and the ‘knowledge-
intensity’ to explicate the relationships between firm-internal and firm-external social capital,
the firm’s knowledge base and the international growth of technology-based new firms. It is 
also assumed that the greater the social capital possessed by the firm, the greater will be its
knowledge, and therefore, the faster will be its international growth (Figure 2.10).

Based on these definitions and assumptions, this study seeks to answer the following issues not 
addressed in previous studies:

Does the knowledge-intensity of the firm’s core resources per se influence international
growth?
If so, do the antecedents of knowledge-intensity, as identified in theories received, also 
exercise an influence on international growth? 

In particular, can social capital, as embedded in firm-internal and firm-external relationships,
be leveraged for international growth through learning and enhanced knowledge-intensity?
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Figure 2.10 International Growth Model

In addition to the variables indicated in the schematic model, the actual model includes
control variables. The individual measurement items for each dependent, independent and
control variable are listed in Table 2.15. In addition to these variables, based on the findings of
INV studies, they assumed that the more growth-oriented the management of TBNF is, the
more likely the firm is to select growth-oriented strategies that will lead to actual growth.
Therefore, given the greater uncertainty and risks of international expansion compared to
domestic growth, growth orientation is included as a control variable in the model.

Key Findings
Multiple regression analysis of data provided reasonable support for the international growth
model. The analyses support:

The hypotheses that the level of both internal and external social capital has a positive
effect on the knowledge-intensity of a TBNF
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Source: Yli-Renko et al., 2002, p.288
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The interaction between members within a firm as well as between the firm and external
organizations in its environment seems to lead to a higher accumulation of knowledge
within the organization, and thus to greater knowledge-intensity
The positive relationship between external social capital and TBNFs’ foreign market
knowledge
The personal networks of entrepreneurs and employees play an important role in 
providing information about, e.g., market trends, competition and latest technological
developments
The positive relationships between knowledge-intensity and international growth and
between foreign market knowledge and international growth
No significant relationship was found between internal social capital and TBNFs’ foreign 
market knowledge
Knowledge is the key resource for international growth 
Growth orientation is also a key growth factor

Table 2.15 Model’s Variables

No Factor Name Measurement Item 

1 Internal social capital Close continuous cooperation between different departments of the organization,
Great variety of employees job, 
Group work is very important in the firm,
Employees are rotated between different jobs in the firm

2 Management contacts The individual international contact networks of founder and managers,
The individual international contact networks of sales people,
The individual contacts of sales people to sales agents and distribution networks

3 Customer involvement Proportion of close, cooperative customers of total number of customers
4 Supplier involvement Proportion of close, cooperative suppliers of total number of suppliers
5 Knowledge intensity Excellent technological expertise and knowledge 

Knowledge-intensity is characteristics of company,
Products and services have a strong knowledge component

6 Foreign market knowledge (non-
experiential)

Analysis on competitors in the foreign market(s),
Analysis on potential foreign customers,
Analysis on potential foreign partners for cooperation and distribution channels

7 Experiential market knowledge Geographic diversity
Entry mode experience

8 Growth orientation Growing as rapidly as possible is the most important goal of this venture,
Importance of sales growth compared to other goals,

9 Control variables Firm size, measured as total sales in 1992
Firm age, measured as years since founding

10 International sales growth International sales in 1997 
International sales in 1992 

Theoretical implications 
By demonstrating the enabling roles of knowledge-intensity, this study adds to the 
understanding of the roles of knowledge in internationalization processes of firms. The 
findings indicate that the roles of organizational knowledge are potentially richer than what is
suggested in internationalization process theory. In addition to its regulating role, foreign
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market knowledge plays an important enabling role in the process of internationalization.
Therefore, Yli-Renko et al. concluded that it should be possible to develop a richer theory of
internationalization by explicitly addressing both the regulating and enabling roles of
knowledge. Overall, the findings provide support for the key proposition of both the
internationalization process theory and new venture international theory.

2-6- Supplementary Documents 

In this section we support the former sections (2.1 to 2.5) by providing more information 
about the entrepreneurial actions and factors influencing the entrepreneurship through review
of international studies implemented by international institutes and academic centers. In this
respect we review two sets of documents. The first set includes one document that is the
annual reports of Global Entrepreneurship Monitor (GEM) published since 1999. The model 
used in these reports identifies factors that influence the entrepreneurial activities. The model
is tested annually in different countries and the findings show the validity of the model under
new environmental conditions in new countries.

The second set of documents concerns the studies that aim to establish a set of criteria to
investigate the domestic competitive environment in different countries. It is important in this 
study that we have knowledge of factors that influence and create the competitive
environment and economic freedom, because according to Kirzner (1997), competition is the 
dynamic driving force for discovery of market opportunities in the market process. It is
assumed that competition is made possible only through freedom of entrepreneurs to enter 
markets in which they see opportunities for profit. Investigation of the domestic environment
is more important when we are dealing with internationalization of the firm, because
according to Zahra et al. (1997), “the manager’s perception of their domestic environment
explains a significant portion of the firm’s export performance, above and beyond that
explained by several key organizational variables.” (p.25) 

“Perception of the venture’s domestic environment is important because it can pressure or
energize managers to initiate strategic actions (Dess, Ireland & Hitt 1990; Keats & Hitt, 1988; 
Miles, 1980). Even with the rapid globalization of competition, the firm’s domestic
environment remains a key frame of reference in determining strategic moves (Grant, 1995; 
Porter, 1990).” (Zahra et al., 1997, p.26) These environmental perceptions usually influence
managerial attitudes on the viability of exporting (Cavusgil & Zou, 1994; Kedia & Chokar,
1985), managers’ disposition toward formal export planning (Reid & Rosson, 1987), and
managers’ definition of the venture’s target markets and marketing approach.

In this respect, two sets of document are reviewed: 1) 2003 Index of Economic Freedom and
2) the “Economic Freedom of the World: 2002 Annual Report”. These reports not only
define factors that identify the appropriate conditions for free competition, but also determine 
each country’s level of economic freedom. In fact they define measures that enable us to 
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investigate the entrepreneurs’ perceptions regarding the level of economic freedom and 
competition in the domestic environment and their impact on entrepreneurs’ actions. This is
because international activities can be a reactive measure in the face of uncertain competitive
environmental conditions (Miles, 1980; Porter, 1980), or conversely, a proactive approach to
capitalize on significant opportunities in foreign markets (Yeoh, 1994). (Zahra, 1997) 

2-6-1- Global Entrepreneurship Monitor (GEM) 

GEM was created in September 1997 as a joint research initiative by Babson College, the 
London Business School, and the Kauffman Center. The focus was to bring together the
world’s best scholars in entrepreneurship to study the complex relationships between
entrepreneurship and economic growth. The distinctive benefit of the GEM measures is that
they are the only ones that can provide a direct measure of individual-level, grassroots
entrepreneurial processes. This represents a revolutionary development in data collection
because individuals are the primary agents of the entrepreneurial activity. In order to
understand the role of entrepreneurship in economic growth, entrepreneurship is defined as:
“Any attempt at new business or new venture creation, such as self-employment, a new
business organization, or the expansion of an existing business, by an individual, a team of
individual, or an established business.” (GEM Executive Report, 1999, p.3) 

To address economic growth, the GEM conceptual model has accorded to entrepreneurship,
in micro-, small-, and medium-sized enterprises, a role in the secondary economy. These
firms provide a supporting role as suppliers of goods and services to the established firms in the
primary economic sector. The GEM initiative begins with the assumption that the role of
entrepreneurship is critical to economic growth. This framework constitutes a complex
depiction of the entrepreneurial process. It sets out key elements of the relationship between
entrepreneurship and economic growth (Figure 2.11).

In addition to demography and economic order, representing the general context in which
entrepreneurship may occur, the GEM model identifies a number of dimensions that have
immediate and direct impact on the level of entrepreneurial activity. These items, included
under the headings Entrepreneurial Framework Conditions, are Entrepreneurial Opportunity and
Entrepreneurial Capacity that represent areas of interest to policy makers trying to encourage
entrepreneurship. Rather than discussing all the items included in the GEM model, the
findings of the GEM studies (1999-2002) confirm that five of them appear to have the greatest
significance: Entrepreneurial Opportunity, Entrepreneurial Capacity, Social Legitimacy,
Finance and Information Technology.

Entrepreneurial Opportunity 
Entrepreneurship springs from opportunity, or at least the entrepreneur’s perception that there
is an opportunity worth exploiting. Understanding the level of entrepreneurial activity within
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a country entails understanding the extent to which the people who actually start businesses
perceive opportunity. (GEM Executive Reports, 1999, 2000) 

Figure 2.11 GEM Conceptual Model (The Total Process)
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Source: GEM Executive Reports, 1999, 2000

While GEM does not assess the accuracy or validity of this perception, it does measure the
extent to which people “see” entrepreneurial opportunities within their national setting. The
perception of opportunity, as recorded for the 10 countries in GEM1999, has a very powerful
relationship with the level of entrepreneurial activity in these same 10 countries in the year
2000. The findings show that in countries where there is a widespread perception of
opportunity, there will be a significantly higher level of entrepreneurial activity.

Entrepreneurial Capacity
Although opportunity is a necessary condition of entrepreneurship, it is not sufficient. For an 
entrepreneurial initiative to occur, one must possess the capacity (i.e., motivation and skill) to
take advantage of the opportunity by starting a new firm. In fact, entrepreneurship occurs at 
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the intersection of an individual’s perception of an opportunity and the motivation and skill to 
pursue that opportunity. It is possible to imagine a society quite rich in perceived opportunity
but impoverished in terms of actual entrepreneurial activity because few people are motivated
or trained to take advantage of the opportunities. (GEM Executive Report, 1999, 2000) 

Two measures of entrepreneurial capacity were developed from national expert interviews.
The first is a five-item index related to expert judgments about the skill level needed to start
new firms. A second measure assessed the national experts’ opinions of the adequacy of their
countries’ education systems for training aspiring and practicing entrepreneurs at all levels.
From the discussion about education, it is found that lower levels of entrepreneurial activity
are present where there are major shortages of the skills necessary to realize market
opportunities. Hisrich & Peters (2002) classify entrepreneurs’ skills into three main areas:
technical skills, business management skills and personal entrepreneurial skills (Table 2.16).

Table 2.16 Types of Skills Required in Entrepreneurship

Technical Skills Business Management Skills Personal Entrepreneurial Skills

Writing
Oral communication
Monitoring environment
Technical business management
Technology
Interpersonal
Listening
Ability to organize
Network building 
Management style
Coaching
Being a team player

Planning and goal setting
Decision-making
Human relations
Marketing
Finance
Accounting
Management
Control
Negotiation
Venture launch 
Managing growth

Inner control/disciplined 
Risk taker 
Innovative
Change oriented
Persistent
Visionary leader
Ability to manage change

Source: Hisrich & Peters, 2002, p.21

In addition to skills, entrepreneurs require motivation to convert perceived opportunities into
market realities. GEM Executive Report (2002) identifies two major motivations: 1)
perceiving a business opportunity (i.e., they elect to start a business as one of several possible
career options), and 2) they see entrepreneurship as their last resort (i.e., they feel compelled
to start their own business because all other options for work are either absent or
unsatisfactory). The findings of GEM (2002) reports illustrate that two-thirds of all
entrepreneurial efforts reflect the pursuit of a perceived opportunity, while the other third are
born of necessity.

Social Legitimacy
Though anchored in perceived opportunity, entrepreneurship is realized through the
application of entrepreneurial skills and a high level of personal motivation. The extent to
which individuals feel motivated to pursue entrepreneurial opportunities will, in large part, be 
reflected in their belief that entrepreneurship is socially acceptable and that entrepreneurs
themselves are respected members of the community. The notion of legitimacy was measured
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with items such as: 1) the proportion of recently known entrepreneurs; 2) respect in the
community for those starting new firms; 3) the extent to which fear of failure acts as a
deterrent to starting a new firm; and 4) the degree to which the society resents successful
entrepreneurs who have become wealthy. In fact the GEM reports use the expert’s view to
develop a measure of the extent to which society values independence.

Finance
The availability of financing, particularly for the earliest stages of new venture development, is 
a hot topic within entrepreneurship circles. The findings of the GEM Executive reports
(1999-2002) confirm that there are strong significant correlations between venture capital
investments and the entrepreneurial framework conditions. Venture capital invested is strongly
related to entrepreneurial opportunity, entrepreneurial capacity and motivation.

Like formal venture capital, the role and availability of the informal, private funding is a topic of
considerable importance; i.e., findings of GEM 2002 indicate that 50% of investors provide 
personal funds to family members or other relatives. 37% invested their funds with work
colleagues, neighbors or friends. Clearly, informal funds are broadly distributed through
multiple social networks that develop in all countries.

However, both informal channels of funding and formal risk equity are significant and
important for a strong national entrepreneurial sector. Each provides support for a different
category of nascent and new firms. The largest proportion of financial support, however,
comes from informal personal investments.

Information Technology 
With respect to the growing interest in the relationship between the information technology
infrastructure and the level of entrepreneurial activity, the findings of the GEM reports
confirm that it is quite likely that in countries where entrepreneurial activity is an accepted
feature of the economic order, new firms emerge to enhance the information technology
infrastructure. In a privatized, market-driven telecommunication industry, all of these features
could result from entrepreneurial efforts to take advantage of new business opportunities.

Conclusion
What GEM reports unambiguously show is that the level of entrepreneurial activity differs 
significantly between countries. These differences reflect major variations in the degree to 
which opportunities are perceived to exist, rather than differences in opportunities themselves.
Meanwhile, in order to convert opportunities into market reality, entrepreneurs must possess
capacity (motivation, skills). In addition to these factors, among the many other factors that
contribute to entrepreneurship, the most critical is a set of social and cultural values, along
with the appropriate social, economic and political institutions, that legitimize and encourage
the pursuit of entrepreneurial opportunity. (GEM Executive Report, 1999, 2000)
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In addition to these findings, GEM Executive Report (2002) shows that: 1) about two-thirds
of entrepreneurial activity reflects a desire to take advantage of business opportunity, and 2)
three-fourths or more of this opportunity-based entrepreneurship involves replication of
existing business activity, thus resulting in the creation of few (if any) new markets.
Approximately 70% of the entrepreneurial respondents stated that their customers would be 
very familiar with their product or service. In fact, the vast majority of new businesses are
basically replication of existing activity – in a new form, at a new location, using new
procedures or with a new price structure, but decidedly not producing radical departure from 
the status quo. The findings of GEM (2002) show that the index for high-potential ventures 
has a statistically significant association with several items of the national entrepreneurial
framework conditions including: 1) market openness, 2) primary and secondary education’s
support for entrepreneurial attitudes, 3) population-level capacity and skills for entrepreneurial
ventures, 4) quality of intellectual property protection regime, 5) quality of national support
program for entrepreneurial companies, and 6) support for female entrepreneurship.

2-6-2- Economic Freedom

The Theory of Entrepreneurial Discovery has identified ‘competition’ as the dynamic driving
force for discovery of opportunities (2.4.2). On the other hand, as stated by Kirzner (1997),
level of competition depends on level of economic freedom that enables entrepreneurs to
enter the market and to see opportunities for profit. Therefore, in order to provide a better
understanding of these concepts, in this section we review two documents dealing with the
assessment of level of economic freedom in different countries. Both of these documents have
defined various criteria for assessment of economic freedom and then graded the countries on 
the basis of these criteria. “Economic Freedom” is defined as the “absence of government coercion 
or constraint on the production, distribution, or consumption of goods and services beyond the extent 
necessary for citizens to protect and maintain liberty itself.” (2003 Index of Economic Freedom,
p.50) According to The Economic Freedom of the World (EFW) index, “the key ingredients of 
economic freedom are personal choice, voluntary exchange, freedom to compete and protection of person and
property” (2002 Annual Report, p.5). The first document we review is “The Heritage
Foundation/Wall Street Journal: 2003 Index of Economic Freedom”, and the second is “The 
Economic Freedom of the World (EFW) Index: 2002 Annual Report”. These documents not 
only identify driving forces of economic freedom but also provide an assessment of each
country in relation to the factors that determine the level of economic freedom in each
country. Therefore, they provide documentary support for this study through analyzing the
domestic environment surrounding the SMEs in Iran in relation to the issues that characterize
the Economic Freedom that is considered essential for the entrepreneurial activity.
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2-6-2-1- Heritage Foundation/Wall Street Journal: Index of Economic 
Freedom

The idea of producing a user-friendly index of economic freedom was first discussed at The
Heritage Foundation in the late 1980s. The goal, as it is today, was to develop a systematic, 
empirical measurement of economic freedom in countries throughout the world. Based on
this view, a set of objective economic criteria has been used to study and grade various
countries for the annual publication since 1994. In this study, we refer to the last report
available through their website. The ‘2003 Index of Economic Freedom’ measures how 161
countries score on a list of 50 independent variables divided into 10 broad factors of economic
freedom. The 50 variables are grouped into the following groups: 1) trade policy, 2) fiscal
burden of government, 3) government intervention in the economy, 4) monetary policy, 5)
capital flows and foreign investment, 6) banking and finance, 7) wages and prices, 8) property 
rights, 9) regulations, and 10) black market.

The index treats 10 factors as equally important in evaluating the level of economic freedom
in any country. Thus, to determine a country’s overall score, the factors are weighted equally,
and the overall economic freedom score is based on the average score of the 10 individual
factors. Each factor is scored according to a grading scale of 1 to 5. A score of 1 signifies an 
institutional or consistent set of policies that are most conducive to economic freedom, while 
a score of 5 signifies a set of policies that are least conducive. The four broad categories of
economic freedom in the index are:
1. Free – countries with an average overall score of 1.95 or less 
2. Mostly Free – countries with an average overall score of 2.00 to 2.95 
3. Mostly Unfree – countries with an average overall score of 3.00 to 3.95, and
4. Repressed – countries with an average overall score of 4.00 or higher

Economic Freedom in Iran
According to the ‘2003 Index of Economic Freedom’ the overall economic freedom score of Iran is
4.15, which ranks it 146th and places it in the ‘repressed’ category. In comparison to the prior years,
two factors: 1) trade policy and 2) fiscal burden of government are improved. The ten groups
of variables are scored and qualified as follows:
1. Trade Policy – Better – Moderate level of protectionism – Score 3 

According to a World Bank study, Iran’s average tariff rate was 6.1%, down from the
18.9% reported in the 2002 index. The World Bank also reports that the main instruments 
of commercial policy have been non-tariff barriers and the system of multiple exchange
rates rather than explicit import tariffs.

2. Fiscal Burden of Government – Better – Moderate cost of Government – Score 2.5 
a. Income and corporate Taxation – Better – Moderate tax rate – Score 3 
b. Government Expenditure – Better – Low level of government expenditure – 

Score 2 
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Iran’s top income tax rate is 54%; the marginal rate for the average taxpayer is 12%, down
from the 25% reported in the 2002 Index. According to the International Monetary Fund
(2003) (IMF), government expenditure equaled 18.6% of GDP, down from the 25.7% 
reported in the 2002 Index. This means that Iran’s overall fiscal burden of government 
score is 2 points better over the previous year. 

3. Government Intervention in the Economy – Stable – High level – Score 4
According to World Bank reports, the government consumed 14% of the GDP in 2000.
This figure excludes state-owned enterprises (SOEs), and politically powerful individuals
and institutions such as the Bonyad (the Islamic charities that control large business 
conglomerates) that have established a tight grip on much of the non-oil economy,
utilizing their preferential access to domestic credit, foreign-exchange, licenses and public 
contracts to protect their positions.

4. Monetary Policy – Stable – High level of inflation – Score 4 
From 1992 to 2001, Iran’s weighted average annual rate of inflation was 13.2%. 

5. Capital Flows and Foreign Investment – Stable – High barriers – Score 4 
In June 2000, Iran passed its first foreign investment law since the 1950s. Under the new 
law, nationalization or expropriation of investments will be reimbursed at fair market
value, foreign investors will be permitted to invest in any sector open to domestic
investors, and repatriation of profits will be permitted in hard currencies. However,
despite of this new law, according to the IMF, most payments and transfers face
limitations, quantitative limits, or approval requirements. All credit operations face
government controls, as do most personal capital movements.

6. Banking and Finance – Stable – Very high level of restriction – Score 5
The ability of banks to charge interest is restricted under Iran’s interpretation of Islamic 
Law. Much of Iran’s commercial bank loan portfolio is tied up in low-return loans to
state-owned enterprises and politically connected individuals or businesses. The Central
Bank approved the first three private banks in mid-2001. According to the Economist
Intelligence Unit, “those Iranians able to do so operate bank accounts outside the country,
rather than using the domestic system.”

7. Wages and Prices – Stable – High level of intervention – Score 4 
The government influences prices through the large public sector and extensive subsidies.
The size of Iran’s public sector clearly indicates that the government sets wages for a large
portion of the labor force. 

8. Property Rights – Stable – Very low level of protection – Score 5
Property rights are not protected in Iran. The court system is not independent and is 
subject to government and religious influence. It serves as the principal vehicle of the State
to restrict freedom and reform in the society. 

9. Regulation – Stable – Very high level – Score 5 
The government effectively discourages the establishment of new businesses. The
regulations are applied unevenly in most cases, the legislative structure is inadequately
developed, and corruption is a continuing problem.

10. Black Market – Stable – Very high level of activity – Score 5
Smuggling is rampant; consequently, there is an active black market in currency.
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2-6-2-2- Economic Freedom of the World: 2002 Annual Report

Beginning in 1986, Michael Walker of the Fraser Institute and Nobel Laureate Milton
Friedman hosted a series of conferences that focused on the measurement of economic
freedom. Eventually, following several meetings and participation of several other leading
scholars, the Economic Freedom of the World (EFW) index, which measures the consistency of a
nation’s policies and institutions with economic freedom, was developed. Based on the
aforementioned definition of economic freedom, it is assumed that “institutions and policies
are consistent with economic freedom when they provide an infrastructure for voluntary
exchange, and protect individuals and their property from aggressors seeking to use violence,
coercion and fraud to seize things that do not belong to them.” (EFW, 2002 Annual report,
p.5) Therefore, legal and monetary arrangements are particularly important when:

Governments promote economic freedom when they provide a legal structure and law-
enforcement system that protects the property rights of owners in an even-handed manner
Governments facilitate access to sound money
Governments refrain from actions that interfere with personal choice, voluntary exchange,
and the freedom to enter and compete in labor and product markets

Based on these definition and assumptions, the EFW index provides a measure of cross-
country differences in economic freedom, using third-party data to help ensure objectivity and
citing the Global Competitiveness Report and the International Country Risk Guide. The index 
measures the degree of economic freedom present in five major areas:
1. Size of government: Expenditure, Taxes and Enterprises
2. Legal Structure and security of property Rights
3. Sound Money
4. Freedom to Trade with Foreigners
5. Regulation of Credit, Labor and Business 

Within the five major areas, 21 components are incorporated into the index, although many 
of these components are themselves made up of several sub-components. Counting the 
various sub-components, the FEW index utilizes 37 distinct pieces of data (Appendix 2.2). In 
order to assess and analyze the data, each component and sub-component is placed on a scale
from 0 to 10 that reflects the distribution of the underlying data. Ratings for each of the five 
areas are derived from the average of component ratings within each area.

Area 1: Size of government: Expenditure, Taxes and Enterprises
The components of this area indicate the extent to which countries rely on individual choice
and markets rather than the political process to allocate resources, goods and services. When
government spending increases relative to the individual’s spending, government decision-
making is substituted for personal choice and economic freedom. 
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Area 2: Legal Structure and Security of Property Rights
Protection of persons and their rightfully acquired property is a central element of both 
economic freedom and civil society. Components of this area are assembled from the
International Country Risk Guide and the Global Competitiveness Report. Failure of a country’s
legal system to provide for the security of property rights, enforcement of contracts and the
mutually agreeable settlement of disputes undermines the operation of a market-exchange
system.

Area 3: Access to Sound Money
High and volatile rates of inflation distort relative prices and erode the value of property held
in monetary instruments. In order to earn a high rating in this area, a country must follow 
policies and adopt institutions that lead to low (and stable) rates of inflation and avoid
regulations that limit the use of alternative currencies the citizens want to use.

Area 4: Freedom to Exchange with Foreigners
In our modern world of high technology and low costs for communication and transportation,
freedom of exchange across national boundaries is a key ingredient of economic freedom.
Thus, a wide variety of restraints that affect international exchange such as tariffs, quotas,
hidden administrative restraints, exchange rate and capital controls is included in this area.

Area 5: Regulation of Credit, Labor and Business
When regulations restrict entry into markets and interfere with the freedom to engage in 
voluntary exchange, they reduce economic freedom. The components reflect the conditions
in the domestic credit market, in the labor market, and in business activities.

According to the EFW 2002 Annual Report, Iran ranks 109th in the index, Iran is ranked 98th

in size of government, 45th in legal structure and security of property right, 62nd in access to 
sound money, 115th in freedom to exchange, and 118th in regulation of credit, labor and
business. Its rating for each of the five areas of the index plus ranking in comparison with the
five top and five bottom countries are indicated in Table 2.17 for comparison and better
understanding.

The findings of EFW (2000) show that the degree of economic freedom is influenced by
numerous factors. The EFW index “captures most of the important elements and provides a 
reasonably good measure of differences among countries in economic freedom.” (EFW, 2000,
P.16)
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Table 2.17 Area Economic Freedom Ratings and (Rankings), 2000

Country Area 1 Area 2 Area 3 Area 4 Area 5 

Iran (109)

Five Top Countries
Hong Kong (1)
Singapore (2)
United States (3) 
United Kingdom (4)
New Zealand (5)

Five Bottom Countries
Ukraine (119)
Algeria (120)
Guinea-Bissau (121)
Myanmar (122)
Congo, Dem. Rep (123)

4.6 (98)

9.2 (1)
8.1 (7)
7.6 (15)
6.2 (52)
6.7 (38)

3.8 (111)
4.0 (106)
4.6 (94)

3.5 (117)
4.4 (100)

6.5 (45)

7.2 (28)
8.5 (16)
9.2 (9)
9.3 (6)

9.1 (11)

4.8 (75)
2.3 (112)
2.9 (107)
2.9 (107)
1.7 (114)

7.2 (62)

9.4 (27)
9.7 (1)
9.7 (7)
9.7 (5)

9.0 (42)

2.6 (118)
5.8 (106)
2.6 (119)
4.5 (114)
2.5 (120)

2.8 (115)

9.8 (1)
9.3 (2)

8.0 (23)
8.5 (9)

8.3 (12)

6.6 (71)
5.4 (103)

-
1.7 (116)

-

3.9 (118)

8.4 (1)
7.4 (8)
8.2 (2)
8.1 (3)
7.9 (4)

4.5 (111)
3.1 (122)
5.1 (98)
4.0 (116)
4.8 (116)

Source: Economic Freedom of the World, 2002 Annual Report 

Conclusion
Both reports have ranked Iran with a very low degree of economic freedom. As 
discussed before, these findings are concluded from the investigation of different 
criteria defined in these studies. Kirzner (1997) identifies competition and economic
freedom as essential conditions for the discovery of market opportunities. In this study, 
we aim at getting better understanding of the environment through the entrepreneurs’
perceptions of the driving forces of Economic Freedom that underpin entrepreneurial
activities. In fact, we try to find out how the entrepreneurs’ perceptions of domestic 
environment influence the discovery and realization of foreign market opportunities 
by the entrepreneur. Therefore, in Chapter3, we will use a combination of measures 
defined by the EFW (2002) and 2003 Indices of Economic Freedom to investigate the 
entrepreneur’s perceptions regarding the level of competition and economic freedom 
in Iran. 

2-7- Summary

In this section, a brief summary of the ‘Literature Review Chapter’ is presented. With respect
to the research area and findings from preliminary review of internationalization literature and
SME internationalization, the literature review is focused on ‘Internationalization Literature’
and the contribution of two other areas, ‘Social Network Analysis’ and ‘Entrepreneurship’, to 
the SME’ internationalization studies, and finally the supplementary documents investigating
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“Entrepreneurship” and “Economic Freedom” in different countries published annually by
acknowledged institutions and academic centers.

Thus, the literature review chapter is arranged as follow. The first section (2.1) is devoted to 
introduction to the research areas that are related to the purpose of the study and defining the
criteria for assessing their applicability.

The second section (2.2) covers the ‘internationalization literature’ that shows the historical
evolution of theories and models during last four decades. This section includes five sub-
sections (2.21. to 2.2.5) that cover economics theories (2.2.1), behavioral approach (the
internationalization model) (2.2.2), the pre-export behavior models (2.2.3), industrial network
approach (network model of internationalization) (2.2.4) and the international new venture
model (2.2.5). Each sub-section covers the outline of theories or models that is followed by
presentation of explicit and implicit assumptions and factors that influence the process.

The third section (2.3) is devoted to a brief review of social network analysis background and
its contribution to SME studies (2.3.1). This section is followed by a statement of the benefit 
of the social network (2.3.2) and its role in entry mode studies of smaller firms (2.3.3).

In the fourth section (2.4), with respect to the growing attention to the role of individuals in 
an organization’s behavior and the key role of entrepreneurs in SME internationalization, we
deal with the contribution of entrepreneurship literature to SME internationalization studies.
Since entrepreneurship has developed in different disciplines, in the beginning we present 
different definitions (2.4.1) to identify the definition applicable to this study. The economics
view regarding the role of entrepreneurs in the market process and deficiencies of economic
theories in explaining the market process result in presentation of the ‘Theory of
Entrepreneurial Discovery’, which views the market as the process of entrepreneurial
discovery. This theory and its contribution to this study are discussed in sub-section 2.4.2. 

Section five (2.5) focuses on SME internationalization and is devoted to the review of SME 
empirical studies. This section covers eight papers, of which four are literature review articles
(2.5.1 to 2.5.4) that cover empirical studies during last four decades 1960s-1990s. The last four 
articles (2.5.5 to 2.5.8) have been published in the new millennium and have challenged SME
internationalization from the entrepreneurial view. 

The last section (2.6) is devoted to review of two sets of documents that are implemented and 
published annually by international institutions and academic institutes. The first set includes
one document: GEM reports dealing with the relationship between entrepreneurship and
economic growth that also identifies the driving forces that lead countries towards
entrepreneurship (2.6.1). The second set (2.6.2) includes two documents: the “2003
Economic Freedom Index” and the “Economic Freedom of the World, 2000”. Both these 
documents identify factors that identify the level of economic freedom in each country and
annually rank countries on the basis of each factor’s score.
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Chapter Three – Operationalization; Research Problem, 
Research Questions and Theoretical Frame of Reference 

3-1- Introduction

The growing participation of SMEs and their key role in economic development, and the
limited number of SME internationalization studies in developing countries have
prompted our selection of this area for further investigation in this study. The main
purpose of this study, as stated in Chapter 1, is ‘to gain a better understanding of the
internationalization of SMEs in Iran’ through clarification of the impact of entrepreneurs
and identification of the driving forces that lead entrepreneurs towards participation in
international markets and their selection of entry mode(s).

The second chapter is devoted to the overview of internationalization literature, the
contribution of social network analysis and the entrepreneurship school of thought to
internationalizations studies, and supplementary documents identifying the driving forces 
of entrepreneurship, such as economic freedom. 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. The literature review reveals the
evolving nature of the internationalization theories and models that aim at explaining the
internationalization process with respect to changes in the business environment. Two
main approaches have been identified in this area of research: the economic approach, and
the behavioral approach, emphasizing the internal development of the firms’ resources.
The growing attention to the role of relationships and external resources during the 1980s 
leads researchers in Nordic countries to explain internationalization of the firms within the
industrial network tradition (Karlsen, 2000; Johanson & Vahlne, 1990; Johanson & 
Mattson, 1988).

Parallel to this trend of research, due to the growing attention to the key role of the
entrepreneur’s social network in transmission of information and resources, both social
network analysis and the entrepreneurship school of thought were increasingly
incorporated in SME internationalization studies during the 1990s (Bird & Brush, 2002; 
Shaw, 1997). However, in spite of more than forty years of research in this area, “a 
dynamic theory of the process of firm internationalization relevant to the economic
conditions of the 1990s is lacking (Dunning, 1993a).” (Oviatt / McDougall, 1999, p.24)
Due to this deficiency, integration of different theories and models is suggested as an
alternative explanation of SME internationalization. But in order to use insights from
different theoretical streams and integrate them, we need to identify the basic assumptions
and limitations they impose on each theory and model (Andersen, 1993; Zaltman, 1982). 
This analysis enabled us to develop our research problem and research questions that
finally lead us to the development and design of a theoretical framework for understanding
the process of internationalization of SMEs in Iran. However, despite their differences, all 
internationalization theories and models and SME internationalization review articles,
either explicitly or implicitly, imply that internationalization is a complex social process
that is influenced by various factors and relationships within and outside the firm. This
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might result in numerous driving forces. Since, according to Miesenbock (1988), simple
listing of the influential factors is not likely to lead to any progress, in this chapter we aim
at defining a theoretical foundation that embraces the driving forces that lead SMEs
towards internationalization.

Therefore, prior to integration of different internationalization theories and models we 
develop our discussion about the problem area and the purpose of this study with respect
to the findings of literature and documents reviewed in Chapter 2 and our pilot study. 
This discussion not only leads us to the formulation of the research problem but also
enables us to determine a theoretical foundation for conceptualization of frame of 
reference. Thus, after further discussion about the research problem and theoretical
foundation of a frame of reference, this chapter will be followed by a closer critical look at
the internationalization theories and models discussed in Chapter 2 through analysis of
their outlines and assumptions to incorporate insights pertinent to the purpose of this study
to the frame of reference. According to Marshall& Rossman (1999), this way of problem 
discussion leads us to the formulation of the research problem and research questions and 
consequently development and conceptualization of a theoretical frame of reference that
enables us to answer the research questions.

3-2-   Problem Discussion and Theoretical Foundation 

Radical changes in the business environment, the central role of SMEs in the development 
of the private sector and integration into global economy as the best way to overcome
poverty and inequality in developing countries (Raynard & Forstater, 2000), and the lack
of academic studies about internationalization of SMEs in developing countries (Das, 1994; 
Coviello & McAuley, 1999) lead us to the selection of this area of research for further 
investigation in Iran. Further discussion of previous studies in Chapter 1 enabled us to 
define the purpose of this study as “to gain a better understanding of the process of 
internationalization of SMEs in Iran” (p.8). We will attempt to clarify this through 
investigation of three issues: 

impact of the entrepreneur who makes decisions and leads the firm in the process of
internationalization;
driving forces that influence entrepreneurs’ perceptions, decisions and actions towards
involvement in international operation, and
factors that influence the entrepreneur’s decision regarding the entry mode and market
selection

Consistent with findings of previous SME internationalization studies (Bird & Brush,
2002; Westhead et al., 2001; Miesenbock, 1988), the findings of the exploratory pilot 
study confirm the key role of owner/decision-maker in the process. The findings illustrate
that not only do decisions about entering international operation depend upon
entrepreneurs’ intentions and perceptions, the realization of the process (decision about
entry mode and the market selection) also depends on the entrepreneurs’ capacity (GEM
Report, 1999-2002). 
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Review of literature reveals that efforts to understand internationalization are developed 
along two main approaches: the economic approach, and the behavioral approach, later
developed by applying industrial network tradition. Historically, this research has focused
most often on established, large multinational companies (McDougall & Oviatt, 2000). 
Though these studies have made considerable progress in disclosing the nature and cause 
of internationalization during the last four decades, it is still difficult to discuss a definitive
‘theory of internationalization’ (Andersen, 1997; Welch & Luostarinen, 1988). Regarding
the internationalization of SMEs, review of empirical studies shows that none of the 
theoretical perspectives developed to explain the MNEs’ internationalization fully capture
actual internationalization of the SMEs (Coviello & McAuley, 1999), particularly with
respect to the key role of the decision-maker(s)/entrepreneur(s) in acquisition of foreign
market opportunities (Reid, 1981; Aharoni, 1966) and realization of SME
internationalization (Westhead et al., 2001; Miesenbock, 1988) that has been neglected in 
these theoretical perspectives (Buckley & Ghauri, 1999). Therefore, regarding the purpose
of this study, which attempts to understand the internationalization of SMEs through
clarification of the impact of entrepreneurs and identification of driving forces that lead
entrepreneurs to operate in international markets, we need a theoretical approach that 
enables us to identify and analyze the entrepreneurs’ impact on the process of
internationalization of SMEs.

However, if we assume that internationalization is a strategic change that will not start
without entrepreneurial action (Schumpeter, 1934), then we can adopt the entrepreneurial 
approach to market process for explaining the internationalization of SMEs. According to 
the ‘theory of entrepreneurial discovery’, the whole market is an “entrepreneurially driven
process”. It explains how entrepreneurs drive markets by discovering and exploiting 
opportunities that have been overlooked by others (Kirzner, 1997). 

According to Kirzner (1997), the market process consists of mutual learning, during which
market participants come to acquire more and more accurate knowledge about what each 
participant is able to do. What occurs is that an entrepreneur discovers one’s previous
ignorance. Discovery of unknown profit opportunities is distinguished from successful
search of information because it involves natural alertness of the entrepreneur to possible
opportunities. According to this theory, “what drives the market process is entrepreneurial
boldness and imagination; what constitutes that process is the series of discoveries
generated by that entrepreneurial boldness and alertness” (Kirzner, 2000, p.19). In order to 
be alert to such opportunities and to grasp them, entrepreneurs are competing with other
entrepreneurs. This competition is a rivalrous process during which each entrepreneur
seeks to outdo his rivals by offering the best possible deals to the consumers; therefore
profit can be made by offering consumers better deals. According to Kirzner,
‘competition’ as the dynamic, driving force for discovery in the market process leads us to
identification of conditions required for entrepreneurial discovery. “Competition is the
process through which knowledge is discovered and communicated” (ibid., p.48). A 
process that involves a continuous change in data that is accessible by the freedom of
entrepreneurs to enter markets in which they see opportunities for profit. 

Within this discipline, every actor in any real and living economy is always an
entrepreneur, and every individual act constitutes, necessarily, an act of discovery because
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individuals do express their preferences at the moment of action (Kirzner, 1997). When 
they act to seize opportunity, they are not seizing a given opportunity; instead, they 
discover the opportunity that exists. “To act means to grasp opportunity, to grasp an 
opportunity means to discover it, to identify it out of the ambiguities and clouds of an 
infinite array of alternative prospective features” (ibid., p.33). Therefore, based on this 
theory, we assume that the process of internationalization starts through the discovery of foreign
market opportunities by the entrepreneur.

Similar to this theoretical view, the GEM model assumes that entrepreneurship is
anchored in opportunity. Therefore, the level of entrepreneurial activity within a country
is related to the extent to which the people who actually start businesses perceive
opportunity. The findings of GEM (1999-2002) studies in different countries confirm that 
in countries where there is a widespread perception of opportunity, there will be a
significantly higher level of entrepreneurial activity.

Therefore, consistent with: 1) the findings of SME internationalization studies that identify
entrepreneur(s) as the only key factor (Miesenbock, 1988), and 2) findings of the pilot 
study, built on the theory of entrepreneurial discovery, we conceptualize the process of
SME internationalization as an entrepreneurial action. A process that is driven through
discovery and exploitation of foreign market opportunities by entrepreneurs.  Therefore,
the research problem is formulated as follows:

The research problem:

How can the entrepreneurs’ impact on the process of internationalization of the
SMEs in Iran be described?

Conceptualization of the internationalization process as a series of discovery of
opportunities by entrepreneurs leads us to the critical issue in the entrepreneurial
approach; that is, how do entrepreneurs understand the existence of an opportunity? Or, 
how do they gain access to information about market opportunities?

3-3-   Social Network and Discovery of International Market 
Opportunities

Although knowledge of market opportunities is presumed to be the key driver of
entrepreneurial theory and behavioral models, little is discussed about the ways and means
by which firms come to identify information sources and market opportunities (Ellis, 
2000). While Aharoni (1966) has identified individuals in and out of the organization as 
the sources of information that influence the process of internationalization, Johanson &
Vahlne (1977) have stated that “market knowledge including perception of market 
opportunities is acquired primarily through experience from current business activities”
(p.12). The internationalization models’ perspective towards the source of information is
grounded on the behavioral theory of the firm (Cyert & March, 1992, 1963) that assumes 
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information is generated and processed within the firm. According to Johanson & Vahlne
(1977), experiential knowledge is a critical determinant factor of active involvement in 
international markets because it provides the framework for perceiving and formulating
opportunities.

Similar to Uppsala Model, economic theories (classical and neoclassical theories) assume an 
idealized market with a large number of buyers and sellers supplied with perfect 
information that functions without any prolonged relationships between the parties. 
Despite differences, both behavioral and economic theories and models suggest almost
similar views to the roles and sources of information and market opportunities (Aldrich &
Zimmer, 1986). “Classical and neoclassical economics operate with an atomized under-
socialized conception of human action. The theoretical arguments disallow by hypothesis
any impact of social structure and social relations on production, distribution, or
consumption” (Granovetter, 1985, p.484). In sum, both economic theories and the 
Uppsala Model consider knowledge as ‘unique property of the firm’ that can only be
learnt through experience by atomized actors. Therefore, according to economic theories
and the Uppsala Model, information is generated and processed, decisions are made and
the results are evaluated within the firm.

Limiting knowledge to experiential knowledge is one of the main deficiencies of Uppsala 
Model that have been rarely supported by empirical studies (Petersen & Pedersen, 1997).
Although Johanson & Vahlne (1990) have attempted to respond to this criticism by 
introducing exceptions25 or new factors such as relationships or networks, it has not solved
the problem, because it is assumed again that “market (i.e., network) knowledge is based
on experience from current business activities, or current business interaction” (ibid.,
p.19). The model is still focused on internal development and does not take into
consideration the importance of external assets and relationships.

In contrast to economic theories and the Uppsala Model, social network analysis based on 
Granovetter’s view (1973, 1985) considers information as a social product. According to
Granovetter (1992), economic and non-economic actions are pursued by a process of 
ongoing social construction at the same time; therefore, in order to understand how and 
why organizations behave as they do, we must understand the structure of the network of
relationships within which they are embedded. Therefore, given the fact that information
about new ideas and opportunities comes through bridge ties that link people in separate
social clusters (Burt, 1992; Granovetter, 1973), we assume that knowledge of foreign market
opportunities is contingent upon idiosyncratic benefit of each entrepreneur’s social network (Ellis, 
2000; Shaw, 1997).

Therefore, in contrast to economic theories and the Uppsala Model, which assume that
‘information is generated and processed within the firm’ or ‘decision-makers have access to
perfect information’ (Tables 2.1 and 2.3), we adopt the social network analysis view that
‘the production of information is embedded in the society; it is a social product’ (Granovetter,

25 Johanson & Vahlne (1990), as one of the exceptions to the general rule of incremental step,
explain that when market conditions are stable and homogenous then market knowledge can be
gained in ways other than through experience.
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1985). Face-to-face relationships with individuals in and out of the firm provide a 
foundation for acquisition of information that depends upon: first, the motivation of those
with information to pass it on, and, second, the strategic location of a person’s contact in
the overall flow of information (Granovetter, 1992).  Thus, as stated by Björkman & Koch
(1995), we consider personal network as a mechanism for reducing the cultural distances
in international operation, transmission of information and commercial exchange.

In contrast to economic theories and the Uppsala Model, which treat managers as
atomized (under or over-socialized) decision-makers, based on Granovetter’s (1985) view, 
we assume a perspective that views entrepreneurs as embedded in networks of continuing social
relations. In fact, by adopting an entrepreneurial approach we aim at studying the
internationalization of SMEs as an entrepreneurial action wanted and triggered by
entrepreneurs embedded in social networks enveloped by the domestic and world market.

Therefore, with respect to the fact that entrepreneurs’ attempts at internationalization are
embedded in concrete, ongoing systems of social relations (Granovetter, 1985) and
information benefit of social networks determines who knows about the opportunities,
when they know, and who gets to participate in them (Burt, 1992), we consider the 
entrepreneur’s social network as an ‘opportunity set’ that can provide needed information
(Butler & Hansen, 1991). Thus, we formulate the first research question regarding the role 
and function of the entrepreneur’s social network in the process of internationalization as
follows:

The first research question: 

How do entrepreneurs’ social networks affect the process of internationalization of the
SMEs in Iran? 

Although entrepreneurs’ social networks play an active role in transmission of information, 
trustworthiness and legitimacy of the information and the capability of the entrepreneur
play central roles in the discovery of market opportunities (O’Farrel et al., 1998c). While 
trustworthiness refers to confidence in the information and the care with which contacts
look out for our interests, legitimacy shows that information comes from someone who
can speak to our virtue (Burt, 1992). However, though, according to Burt (1992), 
‘opportunities’ spring up everywhere, but social network structure is not sufficient to
explain the whole factor required for converting information of market opportunities to 
action. It depends on where, and to whom, the information benefits accrue; it requires 
active player. A player can respond in ways ranging from fully developing the opportunity
to ignoring it. According to Burt (1992), this variation in behavior depends on the 
motivation and entrepreneurial behavior/characteristics of the player. Therefore, in the 
next section we deal with entrepreneurs’ motivations and behaviors that lead firms towards
internationalization.
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3-4-   Entrepreneurs’ Motivation, Attitude and Behavior 

According to Burt (1992), persons who, owing to their abilities or values, are disinclined
to entrepreneurial behavior are unlikely to act while those inclined to entrepreneurial
behavior are more likely to act. Therefore, persons with entrepreneurial characteristics
tend to build a network configured around such behavior. In fact by equating motivation
with opportunity, Burt (1992) argued “a network rich in entrepreneurial opportunity 
surrounds a player motivated to be entrepreneur” (p.81). According to Aldrich & Zimmer 
(1986) entrepreneurs are driven by opportunity-seeking behavior, not by a simple desire to 
invest resources, while managers are driven by a concern to invest resources they manage.
“Thus, for entrepreneurs the critical connection is to the opportunities, whereas for
managers it is to resources.” (p.3) 

With respect to motivation, GEM studies identify two major motivations: 1) perceiving a 
business opportunity (i.e., entering an international market as one possible strategy), and 2) 
seeing the opportunity as the last resort (i.e., to enter an international market because all
other options for solving problems are either absent or unsatisfactory).

Meanwhile, since internationalization must be wanted and triggered by the entrepreneur 
(Andersson, 2000; Reid, 1981; Aharoni, 1966), discovery does not occur because of
information search, but due to natural alertness to possible opportunities. According to
Kirzner (1997), discovery requires ‘entrepreneurial alertness and boldness’ that refers to an 
attitude of receptiveness to available opportunities that are overlooked. In addition to
alertness, findings of the SME internationalization studies indicate that “international
orientation and positive attitudes towards exporting” (Miesenbock, 1988) and
“entrepreneurial orientation” defined as innovation, risk-taking, and proactiveness of the 
entrepreneur influence the firm’s operation in international markets. (Yli-Reno et al.,
2002; Miesenbock, 1988) Similar to the theory of entrepreneurial discovery, findings of 
SME internationalization studies and Pre-Export Behavior Models confirm that
entrepreneurs’ motivations, past experience, attitudes and perceptions/international
outlook influence the process. Describing ‘managerial attitude’ as preconditioned views,
perceptual tendencies, expectations and beliefs, Reid (1981) contends that findings of 
export studies identify decision-maker attitude toward and preference for foreign market as 
major determinants of export behavior. This discussion leads us to formulate the second
research question as follows:

The second research question: 

How do entrepreneurs’ motivation, attitude and behavior affect the process of
internationalization of SMEs in Iran?

However, although opportunities are considered a necessary condition for
entrepreneurship, the GEM (1999-2002) studies, like Burt (1992), contend that it is not 
sufficient. For converting information of market opportunities to action, information must
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come to the person who has the capacity (i.e., motivation and skill; Section 2.6.1 Figure 
2.11) to take advantage of the opportunity. Entrepreneurship is defined as the point at 
which entrepreneurial opportunity and entrepreneurial capacity meet. It implies a situation 
rich in opportunity but impoverished in terms of entrepreneurial activity, simply because
few individuals have the motivation or capability to do anything about the opportunity. In
fact, according to the GEM model and its underlying assumption, entrepreneurship occurs
at the intersection of an individual perception of an opportunity and the entrepreneurial
capacity.

With respect to the role of entrepreneurial capacity in converting opportunities into
action, in the next section we continue this chapter by discussing in greater detail the
characteristics and skills required for realization of foreign-market opportunities and 
selection of entry mode and market. 

3-5-   Realization of Internationalization - Entry Mode and
Market Selection

According to Schumpeter (1942), the entrepreneur is characterized simply by ‘doing of 
new things’ or ‘doing of things already being done in a new way’ (innovation). Therefore,
every actor in any real and living economy is always an entrepreneur, and every individual
act constitutes an act of discovery that is influenced by the preferences of the actor (Mises,
1949). Meanwhile, according to Westhead et al. (2001), entrepreneurs provide tangible 
and intangible resources to the firm that are individual properties accrued to them through
education and experience.

Similar to these findings the GEM model illustrates that a person must possess the capacity 
to take advantage of the opportunity through entrepreneurial activity.  GEM studies have
developed two measures of entrepreneurial capacity. The first is related to expert judgment
about the skill level needed to start the entrepreneurial activity. The second measure is
related to experts’ opinion about the adequacy of the country’s education system for
training aspiring and practicing entrepreneurs at all levels.

Hisrich & Peters (2002) have classified skills required by entrepreneurs into three main
areas: technical skills, business management skills and personal entrepreneurial skills (Table 
2.17). Therefore, entrepreneurs with considerable management know-how, more
resources, denser information and contact networks, and considerable specific industry 
know-how are more likely to enter international markets (ibid). This means that 
entrepreneurs must ‘act’; the entrepreneur’s intentions and persistence in employing
different entry modes are decisive for the firm’s internationalization. Entrepreneurs enter a
market with a new idea, with a better product, with a more attractive price, or with a new
technique of production (Schumpeter, 1934). Thus, as discussed by Andersson (2000), 
entrepreneurial characteristics and behavior are not only important in discovery of market 
opportunities, but they also identify the ways in which the entrepreneur influences the
firm’s entry mode. Entrepreneurs’ intentions and persistence in employing different entry
modes are decisive for the firm’s internationalization. Based on Schumpeter’s (1934) 
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classifications of entrepreneurial action, Andersson (2000) distinguishes three types of 
entrepreneur that act differently in international market according to their experience and
skills; the technical entrepreneur, the marketing entrepreneur and the structure
entrepreneur. For example, technical entrepreneurs are mainly interested in development 
of new products that can become known through the international network of customers
and lead to a licensing agreement. Another important implication is that different
entrepreneurs also act differently when it comes to the choice of the market.

However, in contrast to conservative decision-makers (reactive, passive and adoptive) 
entrepreneurs tend to be active, proactive and aggressive in their conceptualization of
entry mode and market selection (Ibeh & Young, 2001). With respect to the consistency
between discussion so far and findings of the pilot study, the third research question is 
formulated as follows.

The third research question:

How do entrepreneurs’ skills and experiences affect the realization of the process of
internationalization of the SMEs in Iran through selection of entry mode and 

market?

As discussed above, entrepreneurship is realized through the application of entrepreneurial
skills and a high level of motivation. According to GEM (1999-2002) findings, the extent
to which the individual feels motivated to pursue entrepreneurial opportunities will be 
partly reflected in their belief that entrepreneurship is socially acceptable and entrepreneurs
themselves are respected members of the community. Findings of the internationalization
studies support this view by stating that although attitude and behavior are expected to be
consistent in most situations, attitude – behavior discrepancy exists. According to Eshghi 
(1992), “the reason why attitude may be at odds with behavior is that it indicates certain
“facilitating moderating” conditions (e.g., presence of strong social norms) that make the
behavior impossible, and thus attitude will be unrelated to behavior” (p.49). Therefore,
“the larger the percentage of firms who exhibit attitude-behavior inconsistency, the
greater the need to identify the external (situational) and internal (attitude structure) factors
which explain attitude–behavior inconsistency in exporting“ (ibid, p.50-51).

In order to investigate attitude-behavior consistency in internationalization we need to 
identify the environmental conditions required for this process. According to Aharoni
(1966), internationalization decision depends on the social system in which the process 
takes place. By social system, he means the ‘organization’ and ‘environment’ in which the 
decision process takes place. Therefore, we follow this chapter by further discussion about
the ‘firm’s characteristics’ and ‘environmental driving forces’ and their role and impact in 
the process of internationalization of SMEs. 
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3-6-   The Firm’s Characteristics 

In order to extend our discussion to the role of the firms, we take a more critical look at
the internationalization theories and models and findings of SME internationalization
studies that investigate this process from the firm’s point of view. 

Review of internationalization theories in Chapter 2 indicates that economic theories 
(classical and neoclassical theories) and their assumptions (Table 2.1) 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. Similar to classical and
neoclassical theories, internalization theory based on TCA explains MNE foreign direct
investment. It explains “how firms are rational actors, arrive at more or less ‘optimal’ mode
of entry into a particular foreign market at a given point of time” (Benito & Welch, 1994, 
p.9). Consistent with internalization theory, the eclectic paradigm assumes that decision-
makers have access to perfect information. In fact, the basic assumption of economic
theories, “a rational economic actor that accesses perfect information and looks for
optimization” limits application of these theories to SMEs. 

Similar to economic theories, review of the internationalization network model (Johanson
& Mattsson, 1988) shows that this model is based on empirical observation of European,
mostly Swedish MNEs. Most of the internationalization studies following the industrial
network approach, usually concerning fairly large companies (Axelsson & Easton, 1992; 
Blankenburg & Johanson, 1995), are consistent with the findings of empirical studies 
(Chetty & Blankenburg Holm, 2000), which indicates that the internationalization
network model is also inappropriate for explaining the SMEs’ characteristics.

Therefore, in this section we will focus on behavioral internationalization models to
identify the firm’s characteristics that influence the process of internationalization of SMEs
and develop the research questions.

3-6-1-   The Internationalization Models

In Chapter 2 we have reviewed four models: 1) the foreign investment decision process
(Aharoni, 1966), 2) the Uppsala internationalization model (U-M), 3) the innovation-
related internationalization models (I-M), and 4) pre-export behavior models. According
to Buckley & Ghauri (1999, p.x), “Aharoni provides a rich description of individual and 
organizational behavior over time and shows the crucial effect of perception and
uncertainty in the course of this process”. The Uppsala Model, despite assumptions that it 
is focused and developed on the basis of large companies, has been widely used in SME 
internationalization studies (Coviello & McAuley, 1999). In addition to these two models
we have reviewed I-Models that are developed on the basis of empirical studies of smaller
firms. Therefore, in this section we investigate the contribution of these models to the
purpose of this study through critical analysis of their assumptions and identification of
driving forces that lead firms toward international operations.
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Foreign Investment Decision Process (Aharoni, 1966)
Aharoni (1966) has explained ‘foreign investment decision’ as a very complicated social
process, involving an intricate structure of attitudes and opinions, social relationships both 
in and outside the firm, and the way such attitudes, opinions and social relations are
changing. The foreign investment decision contains various elements of individual and 
organizational behavior, influenced by the past and the perception of the future as well as
by the present. It is composed of a large number of decisions, made by entrepreneurs
acting for the organization that has established ways of doing things according to agreed
upon goals and experience, in the environment at different points in time under
uncertainty. Lack of knowledge of opportunities is considered as the major constraint to 
investment decision-making. Lack of precedent experience of a foreign investment is also
assumed to be a ‘constraint’. In addition to constraints, Aharoni pins down a combination
of several motivating forces, some internal and some external. While leadership is 
identified as internal impetus for internationalization, external initiatives are defined as
opportunity or problem driven. 

Uppsala Internationalization Process Model (Johanson & Vahlne, 1975; 1977; and 1990)
Despite considerable support and acceptance of the Uppsala Model in most SME 
internationalization studies during last four decades (Coviello & McAuley, 1999;
Andersen, 1993), it has been criticized from different viewpoints and a number of
empirical studies have challenged its basic proposition (Forsgren, 2002, Björkman &
Forsgren, 1997; Andersen, 1993; Turnbull, 1985). Though most of the critics refer to the
incremental small-steps character of this model, some have challenged the theoretical part
of the model and its emphasis on the internal development of a firm’s knowledge and
other resources (Andersen, 1993; Petersen, Pedersen, 1997, Karlsen, 2000). According to 
Petersen & Pedersen (1997), only two empirically based investigations since 1977 have 
addressed the theoretical part of the model directly and did not find any support for the 
incremental process hypothesis in their empirical testing. With respect to the purpose of
this study, one of the key criticisms of this model is limiting knowledge to experiential
market knowledge as a driving force, while firms can gain access to market knowledge
through other sources, such as business relationships, acquiring other organizations or
hiring knowledgeable people (Forsgren, 2002).

Therefore, the major limitation of U-M is in its use of a linear model with one
explanatory variable (experiential knowledge) to explain a “complex, dynamic, interactive
and frequently non-linear decision” (Bell, 1995, p.72). According to Johanson & Vahlne 
(1990), experiential market knowledge generates business opportunities that consequently 
are a driving force in the process of internationalization. This view regarding ‘knowledge’
and ‘opportunity’ is in contrast to Granovetter’s (1985) explanation that views information 
as a social product generated in the society, and stressed the role of concrete personal
relations and networks on economic and non-economic behavior (Burt, 1991). In fact, 
Johanson & Vahlne (1977, 1990) implicitly by adopting a resource-based approach 
consider ‘knowledge’ as a ‘resource’ that will be created within the firm and is the ‘unique 
property of the firm’. The main contribution of this model to the purpose of this study is
that it includes ‘experiential knowledge’ as one of the firms’ characteristics that influence
the process.
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Innovation-Related Internationalization Models
Consistent with U-M, I-Models have related the gradual pattern of internationalization to
experiential knowledge. However, I-Models are restricted to small and medium-sized
manufacturing firms, and the use of a cross-sectional design. In comparison with other I-
Models focused on the organizational form adopted by the firm for exporting, Reid’s 
(1981) model is focused on the characteristics and behavior of the decision-maker and the
requirement of the firm in terms of allocated resources at each stage of the 
internationalization. It is assumed that exporting requires a favorable management attitude 
to exporting, available foreign market opportunity and spare resource capacity within the
firm.

Pre-Export Behavior Models
Parallel to internationalization models, pre-export behavior models (Wiedersheim, Olson,
and Welch, 1978; Welch & Wiedersheim-Paul, 1977; Olson & Wiedersheim-Paul, 1978) 
describe the factors that influence the process of decision-making in firms before 
exporting. Central to this model is the importance of the decision-maker in the pre-export
situation and various stimuli originating from both the internal and external environments
that are exposed to the decision-maker. The characteristics of the firm (goal of the firm,
product line, extra regional expansion and history of the firm) and decision-maker
determine how the decision-maker perceives and interprets stimuli (internal & external)
that consequently determine the decisions made about the pre-export behavior of the firm 
as being active, passive and domestic. While internal stimuli are related to the goals of the
firm and the expected fulfilment of these goals, the external stimuli are defined as:
fortuitous orders from foreign customers, market opportunities, competition, economic
integration and government stimulation measures.

In his literature review article Miesenbock (1988) has referred to different sets of variables 
that characterize the firm (Table 2.11), such as the firm’s demographic characteristics, the 
firm’s managerial characteristics, marketing variables, production variables, finance
variables and R&D variables. Andersson (2000) and Ibeh & Young (2001) have also 
identified “firm factors” (Table 2.13 and Figure 2.9) that influence the entrepreneur’s
decision-making.  Therefore, the fourth research question is devoted to the entrepreneur’s
perceptions of the firm’s characteristics.

The fourth research question: 

How do entrepreneurs’ perceptions of the firm’s characteristics affect the process of
internationalization of SMEs in Iran?
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3-7-    The Environmental Driving Forces 

Discussion in Section 3-3 shows that in order to discover and seize opportunities,
entrepreneurs should possess motivation and skills to take advantage of the opportunity.
According to the entrepreneurial discovery theory, in order to grasp opportunities
entrepreneurs must compete with each other. This competition is a rivalrous process by
which each entrepreneur seeks to outdo his rivals by offering the best possible deals to the 
customers.

In contrast to neoclassical theories that assume competition without perfect knowledge is 
imperfect, for the theory of entrepreneurial discovery, “competition presents the process 
through which knowledge is discovered and communicated” (Kirzner, 1997, p.48). The 
differences with neoclassical theories exist between “an imagined state of completely
attained information throughout the system, and a process of discovery through which
both activities and mutual information are more closely linked” (ibid., p.48). The 
competition is made possible by the freedom of entrepreneurs to enter markets in which
they see opportunities for profit. In fact, the discovery of opportunities involves only one
condition; ‘freedom of entry’ into each conceivable market. Therefore, “entrepreneurial
activity is possible only to the extent that no resource monopoly obstacles exist to block
entry” (Kirzner, 1997, p.49). In other words, this theory has related the level of 
entrepreneurial activities to the economic freedom that makes competition possible. 
Meanwhile, since the findings of the internationalization studies indicate that managers’
perceptions of domestic environments explain significant portions of firms’ export 
performance (Zahra et al., 1997), we need to identify and study entrepreneurs’ perception 
regarding the competition and freedom of entry in domestic markets.

Therefore, we investigate the entrepreneurs’ perception regarding the factors that identify
economic freedom according to indices used in the “EFW: 2002 Annual Report” and the 
“Index of Economic Freedom” (Sections 2.6.2.1 and 2.6.2.2). In this respect, we are
dealing with two issues: 1) general national framework conditions that identify level of
economic freedom and entrepreneurial conditions, and 2) state of industry in the market 
that indicates the state of competition and freedom of entry in a specific industrial sector. 
Therefore, consistent with the findings of the pilot study that confirm differences among
entrepreneurs’ perceptions of domestic environment, the fifth research question is
formulated as follows.

The fifth research question: 

How do entrepreneurs’ perceptions of domestic environment and state of industry
affect the process of internationalization of the SMEs in Iran? 
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3-8-    The Theoretical Frame of Reference

As discussed in the beginning, in this chapter we pursue two objectives: 1) developing and
formulating research problem and research questions, and 2) developing and
conceptualizing the frame of reference. According to Zaltman et al. (1982), “a frame of
reference is the set of ideas and outlooks we generally use in viewing things. It is our set of
unspoken assumptions, expectations and decision rules. We often invoke different frames
of reference for viewing the same event, depending on a variety of factors” (p.21). 
Awareness is considered a key factor in understanding any phenomenon. “This awareness
includes identifying the assumptions and concepts used, determining how assumptions and
concepts are combined to develop propositions and theories” (p.141). In other words, 
since researchers, managers, etc. are constantly making observations about their
environment, they form a ‘map’ of their experiences. This map represents their point of
view or frame of reference in approaching a particular problem. It reflects their perception of
the world – their reality and is characterized by researchers’ assumptions concerning how
the phenomena occurred and their preferences for particular symbol systems
(mathematical, logical and so on) (ibid.). 

However, according to Zaltman et al. (1982), frames of reference serve several major 
functions: providing orientation, conceptualizing problems and determining possible
solutions. They illustrate focus on specific objects that lead us towards exploration of the
problem and determination of the acceptable solutions or analytical devices. In fact, 
“frames of dereference serve as a lens or filter and evaluating device between events and
our interpretation of those event” (ibid., p.21). In addition to these functions, frames of
reference demonstrate the limitations, “what the study is and is not – its boundaries – and
how its results can and cannot contribute to understanding” (Marshall & Rossman, 1999, 
p.43).  Meanwhile, according to Miles and Huberman (1994), the frame of reference 
explains the key factors, constructs or variables and their presumed relationships either
graphically or in narrative form. In this study we choose the graphical form and develop 
the frame of reference based upon the: purpose of the study (Chapter 1, p.8), problem
discussion and theoretical foundation presented in Section 3.2 and research questions 1 to
5 (Sections 3.3 to 3.7). 

In order to gain a better understanding of the process of internationalization, we need to
know why a company undertakes to become involved in international operations
(Starbuck, 1971 in Welch & Luostarinen, 1988). It is not enough to be a firm with 
resources and opportunities; internationalization must be wanted and triggered by an
entrepreneur who makes key decisions and carries out internationalization (Andersson,
2000). Thus, given the key role of the entrepreneurs in internationalization of SMEs
(Westhead et al, 2001; Miesenbock, 1988), we must identify driving forces that influence 
entrepreneurs’ perceptions, decisions and actions that result in discovery and realization of
foreign market opportunities.

Based on the theory of entrepreneurial discovery and social network analysis, in this study
internationalization is conceptualized as an entrepreneurial action that is driven through 
discovery of foreign market opportunities by entrepreneur(s) acting in the firm through
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social networks embedded in domestic and world markets (research problem and research
question 1) (groups of variables No. 1 and No. 2). According to this proposition, in the
process of internationalization of SMEs we are dealing with five components: international
market opportunities & social network, entrepreneur, firm, domestic environment and
entry mode / market election.

Although social networks play an active role in transmission of information, discovery of
foreign market opportunities by entrepreneur(s) depends upon the entrepreneur’s
motivation, attitude and behavior (research question 2) (groups of  variables No. 3, No. 4 
and No. 5). This part of the frame of reference answers the question “Why?” a company
undertakes to become involved in international operations and leads us to identification of
the driving forces that influence the entrepreneur’s perceptions, decisions and actions.  In
addition to entrepreneur’s motivations, attitude and behavior discussed in research
question two, we are dealing with the entrepreneur’s perception of the firm’s
characteristics (research question 4)26 (groups of variables No. 6 and No. 7) and domestic
environment characteristics (research question 5)27 (groups of variables No. 8 and No. 9) that
influence the process as a whole. However, in order to realize the opportunities and select
the appropriate entry mode and target market, entrepreneurs must have the appropriate
skill and experiences (group of variable No. 10). Therefore, the last box in model is 
devoted to selection of entry mode and target market that illustrate the internationalization
process. In fact, this box identifies the factors that directly influence the process of
internationalization through selection of entry modes (How?) and markets (Where?) (research
question 3)28 (Figure 3.1).

26 Bi-directional links between entrepreneur, firm and social networks of the entrepreneur illustrate
mutual effect of phenomenon during the process of internationalization.
27 One-directional links between domestic environment, social network, entrepreneur and firm
indicate that these phenomenon are surrounded and affected by domestic environment. Bi-
directional link between domestic environment characteristics and state of industry illustrate the
mutual effect of these characteristics.
28 One-direction link between entrepreneur’s skills / experiences and entrepreneur’s type illustrate
that the entrepreneur who make decision about entry mode and target market is affected by its 
skills and experiences. Meanwhile, one-directional link between entry mode/market selection and 
entrepreneur and firm that realization of opportunities and selection of entry mode/market occurs
after discovery of market opportunities.
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Figure 3.1 The Theoretical Frame of Reference

(1) Discovery of International Market Opportunities

(2) Social Networks of Entrepreneur / Information Benefit
Trustworthiness
Legitimacy

Internationalization (Selection of Entry Mode and Market Selection)

(10) Entrepreneur’s Characteristics (Skills & Experience)
Experience
Technical, Business Management and Personal Entrepreneurial Skills

Domestic Environment 

(8) Economic Freedom &
Entrepreneurial Conditions

(9) State of Industry in the Market
Competition
Freedom of Entry

Entrepreneur(s)

(3) Motivation
International Outlook and Perception
Perceiving international Opportunities
Seeing internationalization as the last resort 

(5) Behavior 
Active, Proactive, Aggressive

 (4) Attitude
Alertness to Opportunities 
Entrepreneurial Orientation (Risk-taking,
Innovation, Proactiveness)
Willingness, Intention

(7) Characteristics
Demographic Characteristics
Managerial Characteristics
Marketing/Production/Finance/R&D/Prod
uct Variables 
Core Competence
Corporate Culture 
Firm-Specific Advantage 

Firm

(6) Motivating Forces
Internal – Goals of the Firm, Leadership
External – Fortuitous Orders
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3-9-    Limitation of the Basic Assumptions

As discussed by Marshall & Rossman (1999), the frame of reference also demonstrates the 
limitation and boundaries of the study. What the study is and what it is not. The first 
limitation of this study is stated through selection of the problem area and its focus on
‘investigation of internationalization of SMEs in Iran’. The other limitations are related to
the theoretical approaches adopted in this study and the underlying assumptions behind
the research problem and the research questions. As discussed above, we have located this
study in entrepreneurial and social network theoretical perspectives and related
internationalization studies. Framing this study in these theoretical traditions places limits
on the research, limits that partly could be explained by the assumptions underlying these
theories. The key assumption in this study is that entrepreneur has the key role in the
internationalization of SMEs and that internationalization is conceptualized as an
entrepreneurial action driven through discovery of foreign market opportunities by entrepreneurs.

We have also assumed that internationalization is started through information benefit of social
networks of entrepreneurs embedded in the domestic and world market (research question 1).
However, since the social network is not sufficient to convert information about market
opportunities into action, we concluded that it depends on entrepreneurial motivation, attitude 
and orientation (research question 2) but also it is affected by the entrepreneur’s perception of 
the firm’s characteristics and domestic environment (research questions 4 and 5). Finally,
realization of foreign market opportunities through selection of entry mode and market is 
related to the entrepreneur’s skills and experiences (research question 3). 

3-10    Operationalization of The Theoretical Frame of 
Reference

The proposed frame of reference is developed on the basis of a number of theories and
models that are considered important and relevant in understanding and explaining the
internationalization of SMEs in Iran. It identifies a set of assumptions and concepts used,
and determines how assumptions and concepts are combined to develop propositions and
a model. The assumptions underlying the frame of reference and relationships between
concepts and components of the model are discussed in Sections 3-1 to 3-6. Bearing in
mind the fact that researchers make different conceptualization of the same concepts, in 
order to facilitate empirical research, the concepts used in the frame of reference are
specified and operationalized in this section.

As discussed earlier with respect to the purpose of this study and the key role of
entrepreneurs in internationalization of SMEs, we adopt an entrepreneurial approach.
Built on the entrepreneurial discovery theory and social network analysis, we
conceptualize the process of internationalization as an entrepreneurial action that is driven
through discovery and realization of foreign market opportunities by entrepreneurs acting
in the firm and embedded in social networks enveloped by the domestic and world
markets. The frame of reference includes six main components: 1) International market
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opportunities & social network of entrepreneur (information benefit), 2) Entrepreneur, 3) 
Firm, 4) Economic Freedom & Entrepreneurial Condition, 5) State of Industry and 6)
Entry mode and market selection that answer to three questions (section 3.2): Why do
entrepreneurs undertake to enter international market (driving forces that influence the
entrepreneur’s perceptions, decisions and actions)? How do they realize their operations
(entry mode)? Where do they locate their operations (market selection)?

Based on the literature review (Chapter 2) and discussions developed in this Chapter
(Sections 3-1 to 3-6), conceptualization of different concepts related to these main
components of the theoretical frame of reference is presented in Table 3.1. 

3-11-     Summary

In this chapter, we accomplished two objectives: first, developing the research problem
and adopting a theoretical foundation for conceptualization of the SMEs’ 
internationalization based on Chapters 1 and 2; second, developing research questions
through discussion about the roles and functions of the main components of the
theoretical frame of reference on the basis of critical analysis of theories and models
discussed in Chapter 2 and their consistency with theoretical approaches adopted and
contribution to the purpose of the study. Discussions in this chapter result in 
determination of five research questions, six main components (entrepreneurial discovery
of foreign market opportunities, entrepreneur, entry mode and market selection, social
network, firm, and domestic environment), and 25 concepts conceptualized in Table 3.1 
based on the literature reviewed in Chapter 2. 
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Table 3.1 Conceptualization of The Theoretical Frame of Reference

Component Concept Sources Conceptualization
1. Discovery Kirzner (1997) Every actor in any real and living economy is always an entrepreneur,

and every individual act constitutes, necessarily, an act of discovery 
because the individual expresses preferences at the moment of action. 
Entrepreneurs drive the ever-changing process of the market by
discovery of the opportunities for pure entrepreneurial profit
overlooked by earlier entrepreneurs.

2. Opportunities GEM (1999-2002) Opportunities spring up everywhere. Opportunity refers to both the 
existence and perceptions of market opportunities available for 
exploitation. Understanding the internationalization of a firm entails
understanding the extent to which the entrepreneur perceives the 
foreign opportunities.

Entrepreneurial
Discovery of
Market
Opportunities

3. Entrepreneurial
Action

Schumpeter
(1942)
Kirzner (1997)

Ibeh & Young
(2001)

Internationalization is an entrepreneurial action. 
Every act of competitive entry is viewed as an entrepreneurial act and 
every entrepreneurial action is necessarily competitive. To act 
entrepreneurially is to enter a market with a new idea, with a better 
product, with a more attractive price, or with a new technique of 
production. Entrepreneurial activity is possible only to the extent that 
no resource monopoly obstacles exist to block entry.
Exporting is an entrepreneurial act by which individuals, either on their
own or inside organization, pursue export market opportunities without 
regard to the resources that they currently control, or environmental
factors that they face. Export entry is described as a process of 
innovation adoption that reflects the entrepreneurial nature of decision 
makers’ characteristics and attitudes. 

4. Entrepreneur Schumpeter
(1934, 1942)

Miesenbock
(1978)

Burt (1992)

Kirzner (1997)

The entrepreneur is a leader and contributor to the process of creative
destruction. The entrepreneur’s characteristics simply are doing of new 
things or doing things already done in a new way (innovation). Getting 
new things done is not only a distinct process but it is a process that 
produces consequences that are an essential part of capitalist reality.
The entrepreneur’s performance involves firstly the ability to perceive
new opportunities that cannot be proved at the moment at which action 
is taken, and secondly adequate ‘will power’ to breaking down the 
resistant that the social environment offers to change.
The entrepreneur (decision-maker) with his characteristics and 
perceptions is the most important single variable in the process of 
internationalization
Entrepreneurs convert opportunities into higher rate of return.
A person with entrepreneurial taste who is likely to build a network 
configured around such behavior.
Acting man in regard to the changes occurring in data of the market,

Entrepreneur
5. Motivations Granovetter

(1974)

Burt (1992)

GEM (1999-2000)

Information acquisition depends upon the motivation of those with 
information to pass it on, and, second, the strategic location of a 
person’s contacts in the overall flow of information.
A player’s response to information depends on the motivation and 
entrepreneurial behavior. A person inclined to entrepreneurial behavior
is more likely to act, even taking the initiative to create opportunities.
Two major motivations are identified: 1) ‘perceiving a business 
opportunity’ means that entrepreneurs elect to enter international
markets as one of several possible strategic options, and 2) ‘seeing
internationalization as their last resort’ means the entrepreneur feels
compelled to enter an international market because other options for
work are either absent or unsatisfactory.
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6. Attitude Johanson &
Wiedersheim
(1975)

Reid (1981)

Eshghi (1992)

Gnepa (2000)

The term international usually refers to either an attitude of the firm
towards foreign activities or to the actual carrying our of activities 
abroad, behavior. There is close relationship between attitude and 
actual behavior. The attitudes are the basis for decision to undertake 
international activities that will be influenced by the experience from
international activities. 
Managerial attitude is a pre-conditional view, perceptual tendencies, 
expectations, and beliefs.
Settled behavior, as representing feeling or opinion, settled mode of 
thinking.
Behavior is normally preceded by the two cognitive stages of 
awareness (knowledge/beliefs) and attitude (evaluation). 

7. Alertness Kirzner (1997) Discovery of market opportunities occurred not because of information
search, but due to natural alertness to possible opportunities.
Entrepreneurial alertness refers to an attitude of receptiveness to 
available opportunities that are overlooked. To be alert to such 
opportunities and to grasp them, the entrepreneur must compete with
others.

8. Entrepreneurial
Orientation

Ibeh &Young
(2001)

Entrepreneurial orientation has three dimensions: innovation, risk-
taking and proactiveness. In internationalization studies it can be 
defined as innovative in entering new markets, proactive for
internationalization and less averse to internationalization risks. 

9. Willingness, 
Intention

Wiedersheim-Paul
et al. (1978)

Cavusgil (1980)

Reid (1981)

Andersson (2000)

Pre-export behaviors are information activities that have three 
dimensions: willingness to start exporting, information collection 
activity and information transmission activity. 
Willingness to commit resources is one the influential factors in 
internationalization process. 
Export behavior of the small firm is influenced by the individual
decision-maker’s intention that is affected by the motivation, attitude, 
beliefs and expectancy about export.
The entrepreneur’s intention is central to internationalization. It will not 
start without acting entrepreneurs; internationalization must be wanted 
and triggered by someone.
Entrepreneurs’ intention and persistence are decisive in carrying out 
different entry modes and realization of firm’s internationalization.

10. International
Outlook

Wiedersheim-Paul
et al (1978)

Entrepreneur’s characteristics operate at two levels: both in influencing 
factors and in influencing perceptions. Therefore, the value system and 
the past history and experience of the entrepreneur are considered
important. Due to the difficulty of describing and measuring the value 
system of the entrepreneur, concentration on one specific aspect: an 
entrepreneur’s international outlook 

Entrepreneur

11.Entrepreneurial
Behavior

Aldrich & 
Whetten, (1981)
in Butler 
&Hansen (1991)
Ibeh & Young
(2001)

The ability of the individual to receive and interpret information, in the
face of environmental turbulence and uncertainty, is central to 
entrepreneurial behavior that is described as being active, proactive and 
aggressive in pursuing opportunities in overseas markets.
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12. Entrepreneur’s
Skills &
Experience

GEM (1999-2000)

Hisrich & Peters
(2002)

Wiedersheim-Paul
et al. (1978)

For an entrepreneurial initiative to occur one must possess the capacity, 
motivation and skills. People are motivated or trained o to take the 
advantage of opportunities. Skills are defined as the second 
components of entrepreneurial capacity required for entrepreneurship.
In addition to skills, entrepreneur’s experiences are important in 
international operations.
Three sets of entrepreneurial skills are required for pursuing the 
opportunities: technical skills, business management skills and personal 
entrepreneurial skills.
Entrepreneur’s experience is considered important in international
operations.

Entry Mode
And
Market Selection 

13. Entrepreneur’s
Type

Andersson (2000) Different entrepreneurs influence international behavior in different
directions. Based on Schumpeter’s (1934) definitions, three types of 
entrepreneur are distinguished that influence the process and entry
mode. Those who deal in new goods are technical entrepreneurs. Those
who deal in new markets are marketing entrepreneurs and those active 
in new organization of any industry are structure entrepreneurs.

Firm

14. Motivating
Forces

Aharoni (1966)

Wiedersheim – 
Paul et al. (1978);
Welch & 
Wiedersheim
(1977); Olson &
Wiedersheim - 
Paul (1978)

Decisions to look abroad result from a chain of events; some in favor
and some against such a decision. Motivating factors favor such 
decision. Leadership factors provide internal impetus while motives
may be opportunity-driven or problem-driven.
Internal stimuli are related to the goals of the firm and the expected 
fulfillment of these goals, the external stimuli comprise five factors: 
fortuitous orders from foreign customers, market opportunities,
competition, economic integration and government stimulation
measures.

15. Firm’s
Characteristics

Wiedersheim-Paul
et al. (1978)

Miesenbock
(1988)

Andersson (2000)

Ibeh & Young
(2001)

The firm’s characteristics are another factor that influences the pre-
export behavior of the firm. In addition to product line, goals of the 
firm and extra-regional expansion, history of the firm is considered as a 
factor that influences the entrepreneur’s perception of exporting and 
response to export stimuli.
The firm’s demographic characteristics, managerial characteristics,
marketing variables, production variables.
Organization structure, product development, learning, corporate
culture, core competence, transaction costs, firm-specific advantages. 
Top management support, planning orientation, product quality,
developing new markets, local distribution network, access to 
intermediaries, technological strength, generous credit terms, sourcing
export information.

Firm

16. Experiential
Market Knowledge

Johanson &
Vahlne (1977)
Forsgren (2001)

Market knowledge is acquired primarily through experience from
current business activities.
In addition to experience, firms can gain access to the market
knowledge through other sources such as business relationships,
acquiring other organizations or hiring knowledgeable people.
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17. Social 
Networks

Granovetter
(1973)

Butler & Hansen 
(1991)

Shaw (1997)

Westhead et al. 
(2001)

Acquisition of information takes place in a structure of social networks. 
The entrepreneur’s social network is like an opportunity set that can be 
exploited to provide needed information. Entrepreneurs with larger
social networks have more numerous ties and are more likely to get 
information. It is through social networks that entrepreneurial
opportunities are communicated.
Social networks view networks as existing socially, not structurally, as 
the network of relationship (which is of a variety of types) that stands,
conceptually, between individuals, families, groups and organizations
and the ‘total social environment’.
Social network influences a firm’s ability to identify and acquire
external information and resources. 

18. Information
Benefit

Burt (1992) Information benefits of a social network define who knows about the 
opportunities, when they know, and who gets to participate in them. In 
information benefits we are dealing with two issues: trust and 
legitimacy.

19. Information &
Sources of 
Information

Granovetter
(1985)

Burt (1992)

Ahuja (2000)

Information is a social product and production of information is 
embedded in the society.
Relationships, whether strong or weak, generate information when they
bridge a structural hole. Although network structure identifies source of 
information, it is not sufficient to explain all factors required for
converting information of market opportunities to action. 
Information refers primarily to facts, discrete quanta of information that 
can be transmitted through simple communication in relatively
complete form and without loss of integrity.

20. Trust/
Trustworthiness

Burt (1992)

O’Farrel & Wood
(1998)

Trust is confidence in the information and the care with which contacts 
looks out for our interest. Trust is important in an imperfectly
competitive arena where we have our personal contact. 
Trust is developed and institutionalized through negotiation and 
practice, continual contracting, joint collaboration and experience.
Subjective evaluation of commitment, trustworthiness and capability 
are central elements in the development of interfirm relations.

Social Networks

21. Legitimacy Burt (1992) Information about an opportunity will have more legitimacy when it 
comes from someone inside the decision-making process who can 
speak to the entrepreneur’s virtue.

22. Competition Kirzner (1997) To be alert to opportunities and to grasp them, entrepreneurs are
competing with each other. Competition is regarded as an important
environmental condition. Competition is a rivalrous process in which 
each entrepreneur seeks to outdo his rivals by offering the best possible 
deals to the customers. Competition presents the process through which 
knowledge is discovered and communicated. It is essentially a process
of the formation of opinion.

Domestic
Environment

23. Freedom of
entry

Kirzner (1997) Competition is made possible by the freedom of entrepreneurs to enter 
markets in which they see opportunities of profit. Entrepreneurial 
activity is possible only to the extent that no resource monopoly
obstacles exist to block entry.
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24. Economic
Freedom

Index of 
Economic
Freedom (2003)

Economic
Freedom of the 
World (EFW
index 2002)

Economic Freedom is defined as the absence of government coercion 
or constraint on the production, distribution or consumption of goods
and services beyond the extent necessary for citizens to protect and 
maintain liberty itself. Level of Economic Freedom is measured by 50 
variables grouped into 10 groups: 1) trade policy, 2) fiscal burden of 
government, 3) government intervention in the economy, 4) monetary
policy, 5) capital flows and foreign investment, 6) banking and finance,
7) wages and prices, 8) property right, 9) regulations, and 10) black 
market.
The EFW index is developed to measure the consistency of a nation’s
policies and institutions with economic freedom. The index measures
are grouped into five major areas: 1) size of government: expenditure,
taxes, and enterprise, 2) legal structure and security of property rights,
3) sound money, 4) freedom to trade with foreigners, and 5) regulation
of credit, labor, and business.
Therefore, we deal with two issues: 1) general national framework
conditions that identify level of economic freedom and entrepreneurial
conditions, and 2) state of industry in the market that indicates the state 
of competition and freedom of entry in specific industrial sector. 

Domestic
Environment

25. General
National
Framework
Conditions

GEM (1999-2002) Within general national framework conditions, we investigate 
entrepreneurs’ perceptions regarding both the factors that identify
‘Economic Freedom’ and the factors that identify ‘Entrepreneurial
Framework Conditions’ according to GEM indices (Table 2.11) 
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Chapter Four – Methodology     

4-1- Introduction

In the previous chapters we provided the background of this study and explained what the 
research is about. As stated by Marshall and Rossman (1999), for the social researchers in 
applied fields, research is a process of trying to gain a better understanding of the complexities 
of human experience and, in some genres of research, to take action based on the 
understanding. 

According to Marshall and Rossman (1999), a methodology chapter serves to describe the 
research design and research method. Although the choice of research method and practices 
depends upon the research problem and research questions that are asked, it should also reflect 
the researcher’s scientific positioning. Or as discussed by Guba & Lincoln (1994), “questions of 
method are secondary to questions of paradigm, which we define as the basic belief system or 
worldview that guides the investigator, not only in choosing of method but also in 
ontologically and epistemologically fundamental ways.”  (In Denzin and Lincoln, 1994, p.105) 
Therefore, this chapter will start with a discussion about the research paradigm and the 
scientific positioning of the researcher and will be followed by 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 (Marshall and Rossman, 1999), but they also 
identify the general orientation of the research, whether qualitative or quantitative (Sullivan, 
2001).  According to the purpose of this study, as stated in Chapter1, we aim “to gain a better 
understanding of the process of internationalization of SMEs” (p.8). However, this study is 
limited to Iran due to:  

the importance of SMEs in economic development and social stability;  
the lack of empirical studies in developing countries;  
the lack of empirical studies in Iran;  
the nationality and professional experience of the author, and  
accessibility of the data  

Due to lack of a definitive theory to explain the internationalization of SMEs (Coviello & 
McAuley, 1999; Andersen, 1993: Welch & Luostarinen, 1988), based on the Theory of 
Entrepreneurial Discovery, we conceptualize internationalization of SMEs as an 
entrepreneurial action that is driven through discovery of market opportunities by the 
entrepreneurs embedded in social networks and enveloped by the environment. Based on this 
conceptualization, the research problem and research questions are focused on description of 
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entrepreneurs’ impact on the process of internationalization of SMEs. Therefore, the purpose 
of this study can be described as mainly exploratory and, to some extent, descriptive, as our 
aim is “to build a rich description of complex circumstances that are unexplored in the 
literature” (Marshall & Rossman, 1999, p.33). Meanwhile, since we are interested in 
identifying the driving forces that influence entrepreneurs’ perceptions, decisions and actions 
towards involvement in international operations, this research could be explanatory where the 
findings are sufficient to show relationships between events and the meaning of these 
relationships. (Table 4.1)  

Table 4.1 Different Types of Research Purpose 
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?  

Source: Adopted from Marshall & Rossman, 1999, p.33

Therefore, this chapter will be followed by addressing five major topics: 1) research paradigm 
and scientific positioning, 2) research approach, 3) research strategy, 4) research design, and 5) 
quality criteria (Figure 4.1).  

Figure 4.1 Outline of the Methodology Chapter 

Research Paradigm  

Research Purpose 

&

Research Problem  
Research  

Approach

Research  

Strategy  

Research 

Design  

Quality Criteria 
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4-2- Research Paradigm 

According to Guba and Lincoln (1994), paradigms may be viewed as a set of basic beliefs that 
deals with ultimate or first principles. The basic beliefs represent a worldview that defines, for 
its holder, the nature of the world, the individual’s place in it, and the range of possible 
relationships to that world and its parts. In fact, the research paradigm will be distinguished by 
answering three fundamental questions.  

“The ontological questions. What is the form and nature of reality and, therefore, what 
can be known about it? 
The epistemological question. What is the nature of the relationship between the knower 
or would-be knower and what can be known? 
The methodological question. How can the inquirer (would-be knower) go about finding 
out whatever he or she believes can be known?” (ibid., p.108) 

In order to answer these questions, we refer to the purpose of this study, which is to gain a 
better understanding of internationalization of SMEs in Iran and the research problem. 
Meanwhile, as stated in the previous chapters in order to achieve the purpose of this study, an 
attempt has been made to understand the internationalization of SMEs (social phenomena) 
through understanding of the entrepreneurs’ actions which is guided by their expected attitude 
and behavior. Therefore, with respect to Denzin and Lincoln’s (1994) definition of research 
paradigm and its classification29, we consider constructivism as an appropriate paradigm for this 
study. Within line with constructivism paradigm, we view the realities as the product of 
human intellects that may change as their constructors become more informed and 
sophisticated (ibid.). In light of this view, we assume that it is individuals that act in one way 
or another and thus shape what we call a market or society. (Hayek, 1949) That is why we 
have related internationalization to entrepreneurs’ pattern of action.  

Additionally, in order to reach an understanding of internationalization of SMEs and the 
entrepreneurs’ impact, we assumed that internationalization cannot be defined in objective 
terms but only with reference to entrepreneurs’ purposes (Simpson, 1985). Therefore, 
consistent with constructivism paradigm, we assume that “realities are apprehendable in the 
form of multiple, intangible, mental constructions, socially and experientially based, local and 
specific in nature (although elements are often shared among many individuals and even across 

                                                          
29 Denzin & Lincoln (1994) distinguish four paradigms within social science:  

- The positivism assumes that the investigator is capable of studying the real world without 

influencing it or being influenced by it. 

- The postpositivism assumes the existence of reality that is only imperfectly apprehendable.  

- The critical theory assumes an apprehendable reality consisting of historically situated structures. 

The investigator and the investigated are interactively linked, therefore, the values of the 

investigator influence the inquiry.  

- The constructivism sees knowledge as created in interaction between investigator and respondents. 
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cultures), and dependent   for their form and content on individual persons or groups holding 
the constructions” (Denzin & Lincoln, 1994, pp.110-111).  

Since in this study we aim at understanding of the process of internationalization of SMEs in 
Iran through the impact of the entrepreneurs who make choices based on their subjective, 
individual evaluation of alternatives under uncertainty, the constructivism paradigm seems 
appropriate for this study.  

4-3- Research Approach 

According to Guba and Lincoln (1994), two approaches or methods – quantitative and 
qualitative – are available to researchers. The qualitative approach implies an emphasis on 
processes and meanings that are not measured in terms of quantity, amount, intensity or 
frequency. The qualitative approach provides a deeper understanding of the phenomenon 
within its context. Moreover, qualitative researchers stress the socially constructed nature of 
reality that states the relationship between the researcher and the phenomenon under 
investigation. On the other hand, quantitative researchers emphasize the measurement and 
analysis of causal relationships between variables, not processes.  

Cochran and Dolan (1984) have also related differences between qualitative and quantitative 
research to the distinction between exploratory (qualitative) and confirmatory (quantitative) 
analysis. Or as stated by Sullivan (2001), the distinction between qualitative and quantitative 
approaches depends primarily on two factors: 1) the state of our knowledge on a particular 
research topic, and 2) the researcher’s assessment regarding the nature of the phenomenon 
being studied.  

According to Sullivan (2001), when there is little theoretical support for a phenomenon, it 
may be impossible to develop precise hypotheses, research questions, or operational 
definitions. In such cases, qualitative research is appropriate because it can be more exploratory 
in nature. Therefore, with respect to the views provided by Dunning (1993a), an established 
scholar in the field of economy, who refers to lack of dynamic theory of the process of firm 
internationalization relevant to the economic conditions of the 1990s, and lack of any theory 
or model developed to explain SME internationalization (Coviello & McAuley, 1999), we 
found qualitative approach consistent with the purpose of this study. Particularly, with respect 
to the key role of entrepreneur in internationalization of SME (Miesenbock, 1988; Westhead 
et al., 2001) that has been neglected in internationalization theories and models.  

According to Marshall & Rossman (1999), qualitative research is appropriate for understanding 
human phenomena (entrepreneur’s orientation, action and behavior), and is useful in 
investigations of interpretations and meanings that people give to events that they have 
experienced (entrepreneur’s perception).  
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In this respect, we found that the qualitative approach suits the purpose of this study. The 
purpose of this study indicates that not only it is a descriptive study, but it could also be 
explanatory because an attempt has been made to explain the internationalization process of 
SME in a new context (Iran) that had been explored in studies in other contexts.  

The qualitative approach enables us to assess the complex process of internationalization, not 
only to understand the internationalization of SMEs and the role of entrepreneurs, but also to 
search for driving forces that lead SMEs toward international operations (Marshall & Rossman, 
1999).  

4-4- Research Strategy  

“The strategy is a road map, an overall plan for undertaking a systematic exploration of the 
phenomenon of interest” (Marshall and Rossman, 1999, p.61). There are many possible 
strategies available to a researcher. Yin (1994) has identified five strategies; experiments, 
survey, histories, analysis of archival information, and case studies. Each of these strategies is a 
different way of collecting and analyzing empirical evidence. 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.  

However, according to Yin (1994), this 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 4.2): 
1. The type of research questions posed 
2. The extent of control an investigator has over actual behavioral events 
3. The degree of focus on contemporary as opposed to historical events 

Table 4.2 Relevant Situations for Different Research Strategies 
Strategy Form of

Research Questions  

Requires Control 

over

Behavioral Events 

Focuses on 

Contemporary Events 

Experiments 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  

Source: Yin, 1994, p.6 
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Research questions are considered the first and most important condition for differentiating 
among different strategies. “What”, “who”, and “where” questions and their derivatives – 
“how many’ and “how much” – are likely to favor survey and archival records, while “how”
and “why” questions lead us to case studies, histories and experiments as the preferred research 
strategies. In addition to the type of research question, “extent of control over behavioral 
events” and “degree of focus on contemporary as opposed to historical events” differentiates 
among different strategies. While experiment is the only strategy that requires control over 
events, history is the strategy that does not deal with contemporary events.  Case study is 
appropriate for examining contemporary events when the relevant behaviors cannot be 
manipulated.

In this study, although the research problem and the research questions are “how” questions 
types but we have also attempted to provide a better understanding of the internationalization 
of SMEs through answering “why” entrepreneurs adopt international activities. Therefore, the 
‘case study’ strategy suits the purpose of this study for the following reasons. 
1. The investigator has no control over the events and focuses on contemporary events. 
2. Case study shares “a desire to understand how the social world looks from the perspective 

of the person being studied” (Sullivan, 2001, p.332); therefore, it supports the purpose of 
this study to understand the process of internationalization of SMEs through the 
entrepreneurs’ perceptions and attitudes.  

3. Since the case study strategy provides the possibility of gaining a holistic view of the 
process of internationalization (Yin, 1994) it enables us to identify the driving forces that 
lead entrepreneurs toward involvement in international operations. 

In order to provide further support for the research strategy adopted (case study), we 
conducted exploratory case studies during the pilot phase that yielded invaluable results. Findings 
of exploratory case studies not only assisted the researcher to develop research questions but 
also provided some clarification for the research design, particularly regarding the selection of 
cases. Therefore, due to the importance of making a proper selection of cases (Miles & 
Huberman, 1994), this issue will be discussed in more detail in Section 4.4.1. 

4-4-1- Identification of the Cases: Multiple-Case Study 

According to Yin (1994), a case study is an inquiry that investigates a contemporary 
phenomenon within its real-life context, especially when the boundaries between 
phenomenon and context are not clearly evident. He has also explained that a “case” may be 
an individual, or some event or entity that is less well defined than a single individual, e.g., a 
process or an organization. He also highlights that the unit of analysis can be the case itself and 
relates the unit of analysis (and therefore the case) to the way the initial research questions 
have been defined. Miles & Huberman (1994) also see the case as the study’s unit of analysis 
and picture it as the “heart” of the study. Therefore, according to Yin (1994), the case study 
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could assume not only either a single-case or a multiple-case design, but both types of design 
may have either a single unit or embedded multiple units of analysis. 

While a single-case study is considered appropriate for testing a well-formulated theory 
(critical case), in clinical psychology (extreme or unique case), or observing inaccessible 
phenomenon (revelatory case), it involves some potential problems such as misrepresentation 
(ibid.). Therefore, since none of these conditions prevail in this study, we adopt multiple-case 
study as the most appropriate approach relative to the purpose of this research. 

According to Miles & Huberman (1994), multiple-case studies add confidence to findings by 
looking at a range of similar and contrasting cases. “A major insight is to consider multiple-
cases as one would consider multiple experiments – that is, to follow replication logic” (Yin, 
1994, p45). The methodological differences between sampling and replication logics arise 
from the different rationales underlying these views.  

The replication logic, whether applied in experiments or to case studies, must be distinguished 
from the “sampling logic” commonly used in surveys. In the replication view, each case will 
be selected carefully so that it either (a) predicts similar results (a literal replication) or (b) 
produces contrasting results but for predictable reasons (a theoretical replication). If all the 
cases turn out as predicted, then it would have provided support for the initial set of 
propositions. Otherwise, if the cases are in some way contradictory, the initial propositions 
must be revised. Therefore, “an important step in all of these replication procedures is the 
development of a rich theoretical framework” (ibid., p.46).  

Contrary to this view, “according to sampling logic, a number of respondents (or subjects) are 
assumed to “represent” a larger pool of respondents (or subjects), so that data from a smaller 
number of persons are assumed to represent the data that might have been collected from the 
entire pool” (ibid., p.47). Therefore, it requires an operational enumeration of the entire 
universe or pool of potential respondents and a statistical procedure for selecting the specific 
subset of respondents to be surveyed. In short, the resulting data from the sample that is 
actually surveyed are assumed to reflect the entire universe or pool.  

However, since the sampling logic is not appropriate for multiple-case studies, we follow the 
replication logic in the selection of cases and research design. And, since this study involves more 
than one unit of analysis, it is an embedded case study that includes identifiable subunits (Yin, 
1994). The main unit of analysis is likely to be related to the main study questions, while 
subunits have been identified based on the research questions. Therefore, multiple embedded case
study design is found appropriate for this study because it tries to illuminate a set of decisions by 
asking: why were they taken? How were they implemented? And what is the result? (Yin, 
1994) 
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4-4-2- Unit of Analysis 

As stated in the first chapter, in order to achieve the purpose of this study30, we attempt to 
clarify: 1) the impact of the entrepreneur who makes decisions and leads the firm in the 
process of internationalization, 2) the driving forces that influence entrepreneurs’ perceptions, 
decisions and actions towards involvement in international operations, and 3) the factors that 
influence the entrepreneurs’ decisions regarding the entry mode and market selection. 

Therefore, with respect to the research problem the main unit of analysis is: 
The entrepreneur’s impact on discovery and realization of foreign market opportunities

This unit of analysis is chosen due to: 
1. the key role of entrepreneurs in SME internationalization (Westhead, 2001; Miesenbock, 

1988, Cavusgil, 1978),  
2. the findings of the pilot study, and  
3. the theoretical framework that conceptualizes internationalization as discovery and 

realization of foreign market opportunities by entrepreneur. 

Meanwhile, with respect to the main unit of analysis, the following embedded subunits of 
analysis that define the driving forces leading the entrepreneur towards international operations 
are identified. 

The information benefits of entrepreneurs’ social network (the first research question) 
The entrepreneurs’ motivation in the discovery of foreign market opportunities (the second research 
question) 
The entrepreneurs’ attitude in the discovery of foreign market opportunities (the second research 
question) 
The entrepreneurs’ behavior in the discovery of foreign market opportunities (the second research 
question)

Not only are the social networks of the entrepreneur considered as the main source of 
information about foreign market opportunities (Butler & Hansen, 1991), but 
internationalization is also assumed to be wanted and triggered by the entrepreneur 
(Andersson, 2000). 

The next embedded subunit is identified as:  
The entrepreneurs’ skills and experience in the selection of entry mode and market (the third research 
question) 

Although discovery of foreign market opportunities is necessary for internationalization, it is 
not sufficient. The opportunities must be seized and realized by the entrepreneurs. In fact, 
entrepreneurs realize internationalization through decision-making about entry mode and 

                                                          
30 “To gain a better understanding of the process of internationalization of SMEs in Iran “ 
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market selection. The entrepreneurs’ skills and experiences influence the process through 
selection of entry mode and market. 

The additional embedded subunits are:  
The entrepreneur’s perceptions of the firm’s characteristics in the process of internationalization of the 
SME (the fourth research question) 
The entrepreneur’s perceptions of domestic environment in the process of internationalization of the 
SME (the fifth research question) 
The entrepreneur’s perceptions of state of industry in the process of internationalization of the SME 
(the fifth research question) 

Because, in addition to entrepreneur’s characteristics, the entrepreneur’s perceptions of the 
firm’s characteristics, domestic environment and state of industry influence the process 
through discovery of foreign market opportunities and realization of the opportunities by 
decision-making about entry mode and market selection. In short, so far, the embedded
multiple-case studies fit this study. Meanwhile, following identification of unit of analysis at this 
stage, we need to discuss the case selection method in the next section.  

4-4-3- Selection of Cases 

As stated earlier, a multiple embedded case study design is adopted in this study and is 
implemented at two stages: pilot and main. According to Miles & Huberman (1994), 
“multiple-case sampling, although it may have iterative aspects, normally has to be thought 
through carefully. An explicit sampling frame is needed. It will be guided by the research 
questions and conceptual framework, either prespecified or emergent” (p30). However, 
random sampling does not help in multiple-case studies (idid.). 

Therefore, purposive and theoretical sampling, in which a theoretical framework and concepts 
guide sampling (Marshall & Rossman, 1999) are used in this study. Yin (1994) has defined 
three main criteria for selection of cases: convenience, access and geographic proximity. In 
both stages of this study, sampling begins with accessible sites (convenience sampling) and 
builds on insights and connections from the early data collection.  

The pilot study was done prior to the selection of specific method for the final data collection 
and prior to the final literature review and theoretical propositions. Thus, the pilot data 
provided considerable insight into the basic issues being studied. This information was used in 
parallel with an ongoing review of relevant literature, so that the final research design was 
informed both by theoretical framework and empirical observations. Therefore in this study, 
due to the findings of the pilot study that show a range of similar and contrasting cases, we 
modified the selection of cases for the main phase of the study. Therefore, consistent with 
pilot study, in the main study, samples were selected purposively, which is consistent with 
theoretical replication logic. 
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Exploratory Cases - Pilot Phase
Due to the lack of formal published data about SMEs in Iran, and the problem of 
identification of SMEs from the lists of Iranian firms’ active in exporting markets31, in the pilot 
study, we used the Kompass32 data bank, which is an international private business-to-business 
database. We searched its online system for private, manufacturing exporter companies having 
less than 250 employees in Iran, which resulted in a list of 248 companies. Due to the key role 
of the capital, Tehran, in terms of providing the best essential facilities and infrastructure for 
international business activities compared to other cities, the sorted list was further delimited 
to include firms that were established in, or had offices in, the capital (Tehran). This criterion 
reduced the number of potential respondents (sampling frame) to 157 companies. Then, we 
contacted all firms by phone, and based on two criteria “accessibility” and “acceptance”, we 
selected a sample of 16 SMEs whose managers or decision-makers accepted the invitation for 
interviews after one or two phone calls. The interviews were conducted between 8 June 2002 
and 16 July 2002. 

Multiple Embedded Cases – Main Phase
With respect to the purpose of this study, which is to provide a better understanding of the 
phenomenon under investigation, we followed the replication logic in this phase of the study 
and selected each case study carefully. Furthermore, since no published information was 
available about all Iranian SMEs active in international markets, we relied on the viewpoints of 
experts for selecting cases in the main study.  

Although, according to Miles & Huberman (1994), multiple-case selection may have iterative 
aspects, it has to be thought through carefully. It requires an explicit sampling frame that will 
be guided by the research questions and conceptual framework. It provides some key features 
of qualitative sampling. 

                                                          
31 Every year, both the Ministry of Commerce and the Ministry of Industry publish lists of firms active 
in international markets in different publications such as “Annual Tehran Exhibition Book” published 
by Export Promotion Center/Ministry of Commerce, and “Export directory of Iran Industry” 
published by Ministry of Industry. However, none of these directories includes information about 
size/number of employees of firms.  
32 The Kompass group has served business and industry for over 50 years. It originated in Switzerland 
and is now present in over 70 countries worldwide. The Kompass system is developed as such to 
develop the link between buyers and sellers through the use of unique classification system. It provides 
the possibility for every company worldwide participating in business-to-business commerce to be listed 
in the Kompass database. Kompass has developed its business through a franchise network through 
cooperation with internationally known firms such as Bonnier in Scandinavia, Germany and Hungary, 
Reed Elsevier in the UK and South Africa, the French and Italian telecom companies in France, Italy, 
Spain and the Benelux countries, and Coface/Veritas in Mexico, Chile and Canada. Kompass is one of 
the reference databases used by UNIDO and WTO. The Kompass database for Iran covers information 
about 32,000 companies that is available in national books, national and multi-country CD-ROMs, and 
online (www.kompass.com).
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Qualitative researchers usually work with small samples of people, nested in their context 
and studied in depth. 
Qualitative samples tend to be purposive.
Samples in qualitative studies are usually not wholly prespecified, but can evolve once 
fieldwork begins. 
Sampling involves two actions: 1) Set boundaries: to define aspects of cases that we can 
study within the limits of time and means: 2) Create a frame that helps to uncover, confirm, 
or qualify the basic processes or constructs. 

As discussed in Chapter 1, the population of interest in this study is small and medium-sized 
manufacturing enterprises that are active in international markets. By small and medium-sized 
enterprises we mean those firms that are private and managed by the owner and have fewer 
than 250 employees. Manufacturing is the activity of making things by industrial processes. 
Thus, trading and service enterprises are excluded from the population. In order to select the 
cases, we relied on the viewpoints of experts. Therefore, we contacted both governmental and 
private organizations and institutions concerned with and influential in the international 
activities of the firms such as: “Export Promotion Center”, “Industry & Mine Ministry / 
Deputy of Export”, “Industry & Mine Ministry / Deputy of Small Business”, “Confederations 
of Iranian Industry”, “Export Associations”, etc. After explaining the purpose of our study, we 
asked for their advice regarding the list of companies active in international 
operations/exporting.33

One of the most valid and appropriate lists for this study is the one published annually by 
“Export Promotion Center” selecting “Exemplary Exporters” at national level. A committee 
including representatives from different organizations and ministries such as Export Promotion 
Center of Iran, Ministries of Industries, Agriculture, Jahad Sazandegi, Mines & Metals, Central 
Bank of the I.R. of Iran, Customs of the I.R. of Iran, Institute of Standards & Industrial 
Research of Iran, Iran Chamber of Commerce, and Industries & Mines & Exporters’ 
Associations, participate in this process. This committee selects the exemplary exporters on the 
basis of certain criteria of which some reflect fundamental transformation of management 
(being innovative and creative, and the competitiveness of the firm). Therefore, we used lists 
of exemplary exporters selected during the last four years (2000, 2001, 2002 and 2003) as the 
reference, but we did not limit ourselves to these lists. The next valid list was the one we 
received during a meeting with the Export Deputy of the Ministry of Industry. This list is 
based on the annual information the Ministry of Industry collects from all active 
manufacturing firms in Iran. 

The next sets of lists of exporters are those we received from different specialized Exporters’ 
Associations. After matching these lists and excluding trading, service and large, well-known 
firms (either government or private), the primary list including 520 firms was created. The 
main problem with this list was the lack of information about the size of the firms and type of 

                                                          
33 At this stage, we had to ignore the issue of size because none of these lists identify the size of the firm.  
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ownership. Therefore, first of all, in order to modify the list of SMEs, we contacted them and 
explained the purpose of the study and asked them about the demography of the firm (size and 
the type of ownership). After one or two phone contacts with these firms, we had to eliminate 
279 firms from the list, either because they were not interested to give us any information 
about their firms or because they were not qualified according to the aforementioned criteria 
(private with less than 250 employees). In the next stage, we had to identify the firms whose 
owner/managers or key decision-makers were interested in cooperation. Therefore, we 
contacted 241 firms by phone for following purposes: 

to introduce the project, and  
to find out if the key decision-maker is interested in cooperation with the researcher,  

From 241 firms, after two or three phone call, total of 181 declined to collaborate. Thus, the 
sample size was reduced to 60 owner-managers or other mangers in charge of the international 
activities.  

Finally, during January 2004 to June 2004 we succeeded to interview 28 firms, of which 20 
interviews were supported by completed questionnaires. However, with respect to the Miles 
& Huberman (1994) statement that “with high complexity, studies with more than 15 cases or 
so can become unwieldy” (p.30) we concluded that 20 interviews and questionnaires met the 
purpose of this study.  

4-5- Research Design  

Following the definition of the research paradigm, research approach and research strategy of 
our study, the next step is to develop our research design. “A research design is the logic that 
links the data to be collected (and the conclusion to be drawn) to the initial questions of a 
study” (Yin, 1994, p.18). “Research designs always address certain key issues, such as who will 
be studied, how these people will be selected, and what information will be gathered from or 
about them” (Sullivan, 2001, p.22). Research design is a plan by which the strategy is to be 
carried out. It specifies the methods and procedures for the collection, measurement and 
analysis of data. Therefore, with respect to the replication logic underlying the multiple-case 
study approach adopted in this research, we follow the multiple-case study design suggested by 
Yin (1994) (Figure 4.2).
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Figure 4.2 Case Study Design 

                                    

                                                  

Source: Yin, 1994, p.49 

4-5-1- Data Collection

In case studies, data collection can rely on different sources of evidence. Yin (1994) refers to 
six important methods: 1) documentation, 2) archival records, 3) interview, 4) direct 
observation, 5) participant-observation, and 6) physical artifacts. Denzin & Lincoln (1994) also 
mention seven: 1) interview, 2) direct observation, 3) analysis of artifacts, 4) documents, 5) 
cultural records, 6) visual materials, and 7) personal experiences. And finally, Marshall & 
Rossman (1999) suggest four sources: 1) participation in the setting, 2) direct observation, 3) 
in-depth interviewing, and 4) analyzing documents and material culture. All these authors 
agree that no single source has a complete advantage over all others. Therefore, as 
recommended by Yin (1994), we use as many sources as possible for increasing the validity 
and the reliability of the findings. The three sources common in all these categories are 
documentation, interviews and observation. Although this study is strongly focused on 
interview, we have also used documentation as a complementary source for data collection.
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Interview 
“Qualitative researchers rely quite extensively on in-depth interviewing” (Marshall & 
Rossman, 1999, p. 108). According to Yin (1994), interviews are an essential source of case-
study evidence because not only can well-informed respondents provide important insights 
into a situation, but can also provide shortcuts to the prior history of the situation. Although 
the interview process provides the possibility of gathering a wide variety of information across 
a larger number of subjects, it has its limitation and weakness. Since the interview involves 
personal interaction, it requires not only cooperation from the interviewee, but also superb 
listening skills and personal interaction on the part of the interviewer. And finally, since case 
studies are about human affairs, it should be reported and interpreted through the 
interviewees’ eyes, because “interview techniques are better able to capture the very critical 
subjective meanings that are an essential element of understanding human behavior” (Sullivan, 
2001, p.98). 

However, the interviews can take several forms regarding the type of questions. Patton (1990) 
categorizes interviews into three general types: 1) informal conversational interview, 2) general 
interview guide approach, and 3) standardized open-ended interview (in Marshall & Rossman, 
1999), while Yin (1994) refers to three forms of interview: open-ended nature, focused, and 
structured questions.  

The interviews conducted in this study were focused on a pre-determined set of discussion 
topics. However, opportunity was left open for any type of response. In fact we used 
interview guide approach in this study, because it provides topics or subject areas within 
which the interviewer is free to explore, probe and ask questions that elucidate and illuminate 
the subject under investigation. In fact, the interview guide enabled us to: a) build a 
conversation within a particular subject area, b) word questions spontaneously, and c) establish 
conversational style, but with the focus on a particular subject that has been predetermined. 
(Marshall & Rossman, 1999)  

Meanwhile, the type of interviews conducted was face-to-face and in-depth interview that 
enabled the interviewer to explore a few general topics through discovering the participant’s 
view (Marshall & Rossman, 1999). Though much more like conversations than formal 
interviews with predetermined and structured questions, interviews were focused on certain 
topics (research problem and research questions). Therefore, in order to collect data, the major 
instrument utilized was the interview guide which is described in detail below.  

The interview guide was prepared on the basis of the theoretical frame of reference, the research 
problem, research questions, findings of pilot study, and three documents (reviewed in chapter 
two) to ensure that all the relevant variables were covered in the interview. The interview 
guide (appendix 4.1) covers questions such as:  

general information about the background of the firms including the main motives of the 
establishment of the firms, the founders of the firm, the relationships between the founders 
and the present managers.  
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position of the firm in the domestic, 
international activities of the firm and the entrepreneur’s perception of international 
market opportunities, 
entrepreneurs’ motivations for international activities and their activities, 
entrepreneurs’ characteristics, 
firm’s characteristics, 
entrepreneur’s source of information about market opportunities, and  
impact of domestic environment on the firm’s international activities 

The interview guide was pre-tested by two researchers and two managing directors 
interviewed in the pilot study. Based on their comments and feedbacks, necessary correction 
and clarification were made. With respect to the main unit of the analysis, interviews were 
focused on entrepreneurs’ perceptions on different issues. Each interview was started with a 
brief explanation of the research background and short description of the study. The 
researcher asked each interviewee to provide his or her perceptions about the issues raised.  

Each interview began with the history of the firms and its founders and characteristics of the 
firm. From that point, and in a very flexible fashion, the researcher probed for another subject 
as such to cover all aforementioned issues. However, 28 interviews conducted from January 
2004 to June 2004 of which 20 were supported by completed questionnaire. 

Following each interview, the interviewee was presented with a questionnaire and was asked 
to complete it at their earliest convenience and return. Although the questionnaire is 
secondary in importance to the interview in this research, the questionnaire as an alternative 
data collection method. Data collected by questionnaires permitted initial statistical testing of 
the means’ differences in two Clusters.  

However, with respect to three levels of qualitative-quantitative linkage defined by Miles & 
Huberman (1994)34, in this study the linkage between qualitative and quantitative data is made 
at the second level. The questionnaire, presented in Appendix 4.2 consists of 102 questions 
that are categorized in 10 groups and four types (table 4.3).  

                                                          
34  - The first level is that of “quantifying level”, where qualitative information can be wither counted 

directly or converted into ranks or scales, 

- The second level is that of “linkage between distinct data types”, where qualitative information (from 

an open-ended interview) is compared to numerical data (from the questionnaire the same person filled 

out) 

- The third level is that of “overall study design”, where multi-method approach such as combinations 

of case study, survey and experiments, etc are involved. 
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Table 4.4 Structure of Questionnaire, Nature and Number of Questions 

                                      Number of  

                                       Questions 

Group of Questions 

Open-

Ended  

Close-Ended 

with the option 

of “Other” 

Yes-No Five Point 

Likert  

Total  

1. Introduction – General Questions 6 1 3 -  10 

2. International Activities 1 3 - 3 7 

3. Motivations - 1 - - 1 

4. Entrepreneurs’ perception of 

international opportunities and social 

networks  

1 - - 9 10 

5. Entrepreneurs’ attitude towards 

international opportunities 

1 - - 5 6 

6. Entrepreneurs’ behavior towards 

international opportunities 

1 3 3 4 11 

7. Entrepreneurs’ Characteristics and 

Entry Mode 

2 - 2 7 11 

8. The firms’ characteristics  6 - - 7 13 

9. Domestic environment - - - 25 25 

10. State of industry in the market – 

competition & free entry 

1 - 1 6 8 

TOTAL

%

19 

18.6% 

9

8.8% 

8

7.8% 

66 

64.8% 

102 

100% 

Documentation 
According to Yin (1994), documentary information is likely to be relevant to every case study. 
This type of information can take any form of communication, usually written materials 
(textbooks, novels, newspaper, formal studies, agenda, announcements and minutes of 
meeting, etc), and other forms of communication. The most important use of documents is to 
corroborate and augment evidence from other sources. Therefore, in addition to interviews, 
in this study we used two sets of documentation in data collection. 

The first set includes one document, the annual reports of Global Entrepreneurship Monitor 
1999-2002, which provides general information about the driving forces of entrepreneurship. 
The second set includes two archival documents: 1) Economic Freedom of the World: 2002 
Annual Report and 2) 2003 Index of Economic Freedom that gather records about economic 
freedom in different countries based on certain criteria. These documents identify the 
environmental factors required for entrepreneurial activity and economic freedom. 
Perceptions of the entrepreneurs towards these factors reveal the importance and role of these 
factors in enterprises’ international activities.  
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4-5-2- Measurement  

In this study we work with a number of concepts involving entrepreneurs’ attitude, 
perceptions, belief and opinion concerning the internationalization process, such as “the 
entrepreneurs motives for international activities” and perception of the “state of industry in 
the domestic market”.  

Working with a concept requires a precise definition of the concept accompanied by a 
working definition of the concept. This working definition then provides the basis for the 
instrument (or scale) to be used to measure the concept. The process of developing the scale is 
usually referred to as “operationalization of the concept”. The measurement of the concepts is 
achieved by employing multi-item rating-scales which in turn are combined to provide a 
composite scale for the concept. 

In this study the properties of the concepts are explored in the face-to-face interviews which 
are followed up by very limited testing of those properties in a questionnaire administered 
after the interview.  

Scale Construction
Developing a scale (or measure) for a concept involves specifying a number of variables, 
consistent with the definition, which can be used as a proxy for the concept. These variables 
then appear as questions or statements in a questionnaire. 

The idea is then to measure the concepts in terms of attitudes, perceptions, opinion or values. 
We do this by employing rating scales involving the questions (statements) accompanied by 
pre-coded categories one of which is selected by the respondent. The responses on the items 
that capture the concept are then combined, usually by totally the responses to the items, to 
obtain a composite score for the respondent. The score then measure the respondents 
“intensity “on the concept. However, we used interval scale (numbers: 1, 2, 3, 4, and 5) that 
allows comparing respondents in terms of their differences on the scale. (Hair et al, 2003) 

4-5-3- Data Analysis 

As stated earlier, in this study we adopt a constructivist approach which rests on the belief that 
there is no other way towards an understanding of social phenomena but through 
understanding of individual actions (Hayek, 1949). In fact, the mind is active in the 
construction of knowledge. (Schwandt in Denzin & Lincoln, 1994) However, it should be 
noted that understanding and analysis presented in this study have evolved through an iterative 
process of discussion, by interview and questionnaire, with entrepreneurs who are key 
informants in the process of SME internationalization. Therefore, with respect to the data 
collected, we have adopted both qualitative and quantitative methods for analysis of the data.
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4-5-3-1- Qualitative Data Analysis  

According to Marshall & Rossman (1999), “Data analysis is the process of bringing order, 
structure and interpretation to the mass of collected data” (p.150). In qualitative studies, 
researchers devote more attention to conceptualization “to understand people, groups and 
organizations within the full context or situation in which they act” (Sullivan, 2001, p.451). In 
fact, in qualitative data analysis, researchers devote more effort to contextualizing than to 
abstracting or generalizing. According to Miles & Huberman (1984, 1994) data analysis 
contains three linked sub processes: data reduction, data display and conclusion drawing / verification
(in Denzin & Lincoln, 1994). “These processes occur before data collection, during study 
design and planning; during data collection as interim and early analyses are carried out, and 
after data collection as final products are approached and completed” (ibid., p.429). However, 
as stated by Marshall & Rossman (1999), since the “qualitative data are exceedingly complex 
and not readily convertible into standard measurable units” (p.151), they “are not immediately 
available for analysis, but require some processing” (Huberman & Miles in Denzin & Lincoln, 
1994, p.430).  

In order to overcome the problem of the manipulation of the qualitative data and to avoid 
biasing the result, Yin (1994) noted that more important than selecting analytic technique is to 
have a general analytic strategy. He presents two general strategies for case study analysis. 
1. Relying on theoretical propositions  
2. Developing a case description  

According to Yin (1994), the preferred strategy is to follow the theoretical proposition (the 
research questions and the review of literature) that led to case study. The propositions shape 
the data collection plan and help to focus attention on certain data and ignore other data. In 
other words, “choices of conceptual framework, of research questions, of samples, of the 
“case” definition itself, and of instrumentation all involve anticipatory data reduction – which, 
as we have noted, is an essential aspect of data analysis” (Huberman & Miles in Denzin & 
Lincoln, 1994, p.430). The second strategy is a descriptive mode that is used to present the 
case without specific concern for following the theoretical foundations. Similar to Yin (1994), 
Marshall & Rossman (1999) also suggest that researchers should use the preliminary research 
questions and the related literature to provide guidelines for data analysis. 

In this study, in consistent with Yin (1994) and Marshall & Rossman (1999), we use the 
research questions and theoretical propositions in the analytic phase. Each case is presented separately 
in descriptive mode and the empirical evidence is presented and organized in accordance with 
the conceptual framework and the embedded units of analysis. Interview results in each case 
are assembled and integrated in accordance with each area. However, as we have adopted 
embedded units of analysis, the analysis of embedded units of analysis is conducted within each 
case and then pattern of explanation within each case is compared across case.  
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In fact, based on the research problem and research questions, empirical data from each case study 
has been presented separately. The presentation of this data followed the structure in the frame of 
reference, which also implies that the empirical data has been presented and organized based 
on each subunit of analysis. In fact we begin the case analysis with within-case analysis for each 
subunit of analysis for each interviewee. The subunits have been structured based on the 
structure of the conceptual framework. The embedded subunits include: 

the entrepreneurs’ impact on discovery and realization of foreign market opportunities  
the information benefit of entrepreneurs’ social networks  
entrepreneurs’ motivation in discovery of foreign market opportunities  
entrepreneurs’ attitude in discovery of foreign market opportunities  
entrepreneurs’ behavior in discovery of foreign market opportunities   
entrepreneurs’ skills in selection of entry mode and market selection 
entrepreneurs’ experience in selection of entry mode and market selection  
entrepreneurs’ perceptions of firm’s characteristics in discovery and realization of foreign 
market opportunities  
entrepreneurs’ perceptions of domestic environment in discovery and realization of 
foreign market opportunities 

The empirical data from each interview has been compared against the theoretical framework. 
The within-case analysis was then followed by the cross-case analysis of each subunit of analysis.
Based on the findings of within-case analysis and consistent with “replication logic” governing 
the selection of cases in this study, the selected cases were divided into two clusters to develop 
the theoretical framework based on similar (literal replication) and contrasting (theoretical 
replication) results. Finally, the findings and conclusions are discussed and presented on the 
basis of the conceptual framework.  

4-5-3-2- Quantitative Data Analysis – Descriptive Statistics and T-Test of 
Differences in Group Means  

As discussed earlier, in order to identify the driving forces that lead entrepreneurs in their 
international activities, a questionnaire including four types of questions was completed by the 
respondents.  

With respect to the nature of the questions, analysis of the data is organized as follows. 
Open-ended questions (19) and closed-ended questions (8) are descriptive data of which 
some are presented by descriptive statistics that provide general information about the 
population.  
Similar to open-ended and close-ended questions, 9 Yes-No questions are presented by 
descriptive statistics that support general information about the population. 
Five-point Likert questions (66 questions, 64.8%) identify the driving forces that influence 
the entrepreneurs’ decisions in the process of internationalization are also presented by 
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descriptive statistics (Means and Standard Deviations). In order to test whether the means 
of two groups on driving forces are significant or not, we use t-test. 
Finally, by Bivariate Correlation Procedure, we measure how groups of variables are related. 

Descriptive Statistics 
The descriptive statistics of individual variables provide an important “first look” at the data. 
With respect to the large number of variables, in this study descriptive statistics are used to 
complete the following tasks. 

Determining the “Mean” and “Standard Deviation” for each variable. What values occur most 
often? What range of values is likely to see? 
Checking the quality of the data. Are one there missing or mis-entered values? Are there 
values that should be recoded? 

Testing Differences in Group Means 
In order to test whether the means of two clusters on variables are significantly different or 
not, we use the t-test. The t-test assesses whether the observed differences between the means 
of variables in the two clusters occurred by chance, or if there is a true difference. The t-test 
can be used in situations where the sample size is small (n = 30 or less) (Hair et al., 2003). 
Whilst, the application of the t-test for testing differences in means dependent on the 
assumption of normality, it is also fairly robust to deviations from normality. Recognizing this, 
we proceed to use the t-test to compare the entrepreneur’s perception in two clusters 
regarding the driving forces in two clusters. 

4-6- Quality Criteria 

As discussed earlier, the research paradigm ought to have an effect on all questions dealt with 
in qualitative studies, including the issue of how to assess the quality of research. “All research 
must respond to canons of quality – criteria against which the trustworthiness of the project 
can be evaluated” (Marshall & Rossman, 1999, p.191). In fact, all social science research must 
answer the following questions 

How credible are the particular findings of the study? 
How transferable and applicable are these findings to another setting or group of people? 
How replicable would the findings be if the study were conducted with the same 
participants in the same context? 
Do the findings reflect the participants and the inquiry itself rather than a fabrication from 
the researcher’s biases or prejudices? (ibid.) 
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In response to these questions, some qualitative researchers (Yin, 1994; Miles & Huberman, 
1994) lean towards a positivist paradigm while others (Guba & Lincoln in Denzin & Lincoln, 
1994; Gummeson, 2000) prefer more nonpositivist criteria.  

Yin (1994) suggests four positivistic criteria for assessing the quality of a case study: 
construct validity, which means establishing correct operational measures for the concepts 
being studied; 
internal validity, which means establishing a causal relationships, whereby certain conditions 
are shown to lead to other conditions, as distinguished from spurious relationships; 
external validity, which means establishing the domain to which a study’s findings can be 
generalized;
reliability means, which demonstrating that the operations of a study, such as the data 
collection procedures can be repeated, with the same results. 

In contrast to the traditional view of research evaluation (positivistic), Gummesson (2000) 
suggests a list of explicitly expressed quality criteria for case study research, a summary of 
which is presented in Figure 4.3. 

Figure 4.3 Quality Criteria for Case Study Research  

       Source: Gummesson, 2000, p.186-187 

Gummesson (2000) noted that although these criteria could be used as a checklist, they are not 
always applicable or of the same importance. Therefore, it should not be expected that a single 
case study scores top points on all of them. However, the process of quality assessment 
requires that researchers possess an understanding of their own paradigms.  

Guba and Lincoln bring forward the constructivist approach. They identify two sets of criteria 
as appropriate for judging the quality of an inquiry: trustworthiness and authenticity. 
Trustworthiness consists of four components: 1) credibility (paralleling validity), 2) 
transferability (paralleling external validity), 3) dependability (paralleling reliability), and 4) 
confirmability (paralleling objectivity). However, it should be noted that the issue of quality 
criteria in constructivism is nevertheless not resolved and needs further critique (Guba & 
Lincoln, 1994). In doing so, Janesick (in Denzin & Lincoln, 1994) consistent with Patten 

1. A research project should be conducted so that allows the readers to follow and draw their 
own conclusion. 

2. The researchers should present their paradigm and preunderstanding.
3. The research should possess credibility.
4. The researcher should have had adequate access.
5. There should be clear assessment on the generality and validity of the research. 
6. The research should make a contribution.
7. The research process should be dynamic.
8. The researcher should possess certain personal qualities.



129

(1990), suggests that the credibility of qualitative study could be addressed through answering 
three questions: 
1. What techniques and methods were used to ensure the integrity, validity, and accuracy of 

the findings? 
2. What does the researcher bring to the study in terms of experience and qualifications? 
3. What assumptions undergrid the study? 

In this respect, Marshall & Rossman (1999) also contend that “criteria of goodness for 
qualitative research differ from the criteria developed for experimental and positivist research” 
(ibid., p.195). Therefore, they recommend additional criteria for assessing the value and 
trustworthiness of quality research. Qualitative research does not claim to be replicable, 
because the researcher purposefully avoids controlling the research conditions and concentrates 
on recording the complexity of situational contexts and interrelations as they occur naturally. 
They argue that by showing how qualitative methods develop an in-depth understanding, 
researchers can use strategies to limit bias in interpretation. In this respect, they refer to 
triangulating multiple sources of data as an additional strategic choice that enhances the 
generalizability of a study. Denzin (in Denzin & Lincoln, 1994) also refer to triangulated 
materials that are trustworthy as the foundations of interpretation.   

Triangulation 
Triangulation is the act of designing a study in which multiple cases, multiple informants, or 
more than one data-gathering method are used (Marshall & Rossman, 1999). Denzin (1978) 
identifies four basic types of triangulation. 
1. data triangulation: the use of a variety of data sources  
2. investigator triangulation: the use of a several different researchers or evaluator 
3. theory triangulation: the use of multiple perspectives to interpret a single set of data 
4. methodological triangulation: the use of multiple methods to study a single problem 

4-6-1- Selected Quality Criteria  

In order to develop a sound rationale for the choice of the methodology and to limit bias in 
interpretation, the trustworthiness of this study is evaluated against different quality criteria. 
First of all, based on Gummesson’s (2000) suggested list, we aim at stating, in the beginning of 
this chapter, the scientific positioning and research paradigm that is followed in all stages of this 
study. In addition to this, theories and concepts that govern this thesis along with the reason 
for the selection of these theories and concepts are discussed in detail in Chapters 2 and 3. 
Meanwhile, in order to increase the validity of this qualitative study, sets of the assumptions 
underpinning the study are presented in Chapter 3 and reviewed in Chapter 6. 

However, to address to the issue of the quality of this research, according to Marshall & 
Rossman (1999), we need to respond to quality criteria against which the trustworthiness of 
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the project can be evaluated. As discussed above, a variety of methods, of which some are 
parallel, are proposed by scholars to increase the quality of research. While Yin (1994) refers to 
establishment of correct operation measures, use of multiple source of evidence, establishment 
of the chain of evidence, Miles & Huberman (1994) and Denzin (in Denzin & Lincoln, 1994) 
refer to triangulated materials that are trustworthy as the foundation of interpretation. 
However, in this study, we used a combination of these criteria to enhance the quality of 
research.

In order to establish correct operational measures (construct validity) (Yin, 1994), the theoretical 
frame of reference was developed on the basis of integration of different theoretical approaches 
such as theory of entrepreneurial discovery, social network theory and internationalization 
process models. An exploratory pilot study was completed to test the feasibility of the study. 
The interview guide and questionnaire were developed on the basis of the theoretical frame of 
reference and the embedded units of analysis. The interview guide and questionnaire were 
tested by two researchers and by managing directors of two firms to ensure that the questions 
were asked properly and were understandable. The cases were selected carefully so as to reach 
the founder/owner or a person who could best answer the questions and could give a good 
understanding of the entrepreneur’s attitude and behavior with respect to the phenomena 
under investigation.  

In order to ensure the integrity, validity and accuracy of the findings (Yin, 1994; Guba & 
Lincoln, 1994; Patton, 1990) different steps were taken. Firs of all, principles of triangulations 
such as the following were used in collection and investigation of the same data. 

different sources (interview and documentation) 
different measures (recording the answers during interview and written answers to 
questionnaire) 
different types of questions (open-ended, close-ended, yes-no, and five-point Likert) 
different method (cross-case, quantitative method including mean analysis, t-test)  

In fact, to overcome the disadvantages of interviewing and misinterpretation of entrepreneurs’ 
answers we linked qualitative data with quantitative data through use of a questionnaire.
Qualitative-quantitative linkage not only enabled us to confirm or corroborate data via 
triangulation, but also to elaborate and develop analysis through providing richer detail 
(Rossman and Wilson, 1984 and 1991 in Miles & Huberman, 1994). 

However, in order to enhance the generalizability (Yin, 1994) of this study, cases were selected 
based on “replication logic”. The cases were selected carefully, so that they would either predict 
similar results (a literal replication) or produce contrasts, but for predictable reasons (a 
theoretical replication). Therefore, based on the within-case analysis, the selected samples were 
divided in two clusters representing two different approaches to the phenomenon under the 
study. Meanwhile, to limit the bias in interpretation of the data, both qualitative and 
quantitative data were presented and analyzed on the basis of the theoretical frame of reference 
and the embedded units of analysis. The findings were also analyzed, compared and 
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interpreted based on the research questions at two levels: total selected cases and two clusters. 
Finally, we refer to the researcher’s prior professional experience (more than 15 years with large 
manufacturing firms in Iran) and contextual knowledge (Patton, 1990) that support the 
feasibility of the research. 

4-7- Summary 

Based on the background provided in Chapters 1 and 2, the methodology chapter specified 
how the researcher went about finding out what was required to fulfill the purpose of the study 
and deal with the research problem. The methodological path pursued in this study was 
illustrated in Figure 4.4. 
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Figure 4.4 Schematic Overview of Methodology Chapter 
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The chapter began with further discussion about the purpose of the study and the research 
problem, followed by specification of the research paradigm. It was argued that the 
constructivism paradigm (4.2) fits this study because we aimed at understanding the process of 
SME internationalization in Iran through the actions of entrepreneurs who made decisions on 
the basis of their subjective, individual evaluation of alternatives under uncertainty. 

The next subject discussed was the research approach of the study, defined as the qualitative 
research approach (4.3). The selected research strategy was discussed in the next section and 
specified as embedded multiple-case study (4.4). The units of analysis and case selection logic were 
also discussed in this section. In the next section (4.5), research design including data 
collection, measurement, and data analysis were discussed. Two specified sources of qualitative 
data were defined: 1) in-depth interview using interview guide including open-ended questions, 2) 
documentation. It was argued that the qualitative data (cases) is supported by quantitative data 
collected by questionnaire from the same interviewee.  

Analysis and presentation of empirical study are structured according to the frame of reference. 
The case analysis begins with within-case analysis for each subunit of analysis. The within-case 
analysis will be followed by cross-case analysis of each subunit of analysis. The descriptive 
statistics and t-test of differences between the means of variables of two clusters will be used 
for analysis of the quantitative data that determines the driving forces that influence the 
entrepreneurs’ perceptions, attitudes and behavior in the process of internationalization of the 
firm. 

The last section (4.6) was devoted to determination of quality criteria. With respect to the 
paradigm governing the study, seven quality criteria were defined to evaluate the 
trustworthiness of the study. 



Chapter Five – Empirical Study of the Internationalization of
SMEs in Iran 

5-1- Introduction

In this chapter, empirical evidence on the internationalization of SMEs in Iran will be
presented while the analysis will be provided in the final chapter. The empirical evidence
concerns the 20 mini-cases of the internationalization of SMEs in Iran. This chapter, as
indicated in Figure 5.1, is presented in four main sections. Section 5.2 presents the general
information about the firms, entrepreneurs and type and extent of the firms’ international
activities. The data are extracted from both sources of information: interviews and
questionnaires. Section 5.3 is devoted to the case studies (20 cases) organized around the
group of variables identified in the conceptual framework and the embedded units of analysis
that identify the qualitative data. Cross–case conclusion providing the qualitative data is 
presented in Section 5.4. The last Section (5.5) presents the quantitative data including mean
analysis, t-test of differences of means. 

Figure 5.1 The Outline of Empirical Study

INTERVIEW General Information
(20) (5.2)

Mini-Case Narratives
(5.3)

Within Case Analysis

Case 1001

Qualitative Data 
(5.4)Case 1002

Case 1003

Quantitative Data
Case 1020 (5.5)

Mean Analysis
T-test of differences in Means 

QUESTIONNAIRE Bivariate Correlations(20)

Cross – Case Conclusion 
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5-2- General Information 

In this section we aim at describing the samples through the characteristics of the firms and the 
entrepreneurs. In this respect, the entrepreneurs’ responses during interview and to the 
questionnaire are taken into consideration. General information covers 35.2% (36 questions)35

of the answers in the questionnaire that includes qualitative data supported by descriptive 
statistics to provide the first look at the data. Summary of this data is presented in table 5.1. 
The following data also provide the primary information about the selected cases (20 firms). 

Type of Industry (qa.4)36

Food industry – 20% 
Textile – 20% 
Chemical – 15% 
Electronics – 15% 
Metal – 10% 
Non-Metal – 10% 
ICT – 5% 
Automotive Parts – 5% 

Position of the Interviewee (qa.1)
Managing Director (founder): 9 (45%)  
Member of the Board (founder): 2 (10%) 
Export / Commercial Manager: 7 (35%) 
Others: 2 (10%) 

Ownership Position of the Interviewee (qa.3)
Founder: 8 (40%) 
Inherited: 1 (5%) 
Employed: 11 (55%) 

Age (qa.2)
3 to 5 years: 4 (20%) 
9 to 20 years: 12 (60%) 
24 to 28 years: 4 (20%) 

35 Open-ended questions: 19 (18.6%), Close-ended questions: 9 (8.8%), and Yes-no questions: 8 (7.8%) 
36 Since all the variables and cases are coded for entering data in SPSS system, we use the same coding in 
the text for consistency. Since the values are mainly 1, 2 or 3 digit figures, 4 digit figures starting from 
1001 are selected as the name (1001 for first firm, 1002 for the second firm, etc.). With respect to the 
variables, each question in the questionnaire is named with a symbol. For example, the fourth question 
in Group A is named as: “qa.4”, of which “q” stand for “question”, “a” for section A in the 
questionnaire, and “4” for question number four in the group.  



Table 5.1 General Information about the 20 Cases

Name

Code
No.

Industry
(qa.4)

Position of 
Interviewee

(qa.1)

Age
(qa.2)

No. of 
Employee

(qa.5)

No. of 
MOB
(qa.6)

No. of 
Decision-
Makers
(qa.7)

Duration of
Int.

Operations
(qa.10)

Tak
Macaron

1001 Food
(Pasta, Cornflakes)

Export
Manager

11 250 8 8 9 I
E
A

Taban
Electric

1002 Electronic
(Audio door phone)

CEO &
Managing
Director

(Founder)

28 70 3 3+2 18 I
L
A
F

Abhar Ris 1003 Textile
(Polypropylene Fiber /

None woven)

Export
Director

4 200 5 5+4 3 D

Koobanka 1004 Automotive Part
(Bolts & Nuts)

Production
Planning

21 110 4 4 12 D
L
S

Rok
Shimi

1005 Chemical
(Chemical agent for

leather, textile,
cosmetic)

Marketing
Director

16 120 1 1 8 I
D

Doodeh
Sanati
Pars

1006 Chemical
(Black Carbon 6 

Grades)

Commercial
Manager

18 192 5 5 8 I
E
A

Cylon 1007 Textile
(All types of clothes)

Managing
Director

(Founder)

9 170 2 2 9 D
F

Paya Baf 1008 Textile
(Curtain)

Managing
Director

(Founder)

14 120 3 3 8 I
D

Nima 1009 Textile
(Pullover)

Managing
Director

24 250 2 2 14 I
E
A

Black
Pearl
Seafood
Group

1010 Seafood
(Shrimp and fish)

CEO &
Managing
Director

(Founder)

5 50 3 3 4 D
S
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Name Code
No.

Industry
(qa.4)

Position of 
Interviewee

(qa.1)

Age
(qa.2)

No. of 
Employee

(qa.5)

No. of 
MOB
(qa.6)

No. of 
Decision-
Makers
(qa.7)

Duration of
Int.

Operations
(qa.10)

SECO 1011 Metal
(Galvanized Profile)

Commercial
Manager

28 280** 5 5+10 21 Dire
Agr
Join

Dasht
Neshat

1012 Food
(Tomato paste, fruit

juice)

Vice
President

4* 160 3 3 1 Indi
Dire

Khak
Talaie

1013 Non-Metal
(Molybdenum Tri

Oxide)

Managing
Director

(Founder)

6 50 5 5+3 6 Dire

Sarouneh 1014 Food
(Fruit juice concentrate

& puree, fruit juice)

Commercial
Manager

21 40 3 3+2 21 Dire
Stra
Join

Iran
System

1015 IT
(Computer Application 

Software,
Communication

equipment)

Chairman of the 
Board

(Founder)

19 300*** 5 5 2 Lice
Stra
Join

Rose
Polimer

1016 Chemical
(White petroleum Jelly,
Paraffin, Paraffin Wax)

Managing
Director

(Founder)

15 250 3 3 13 Dire

Pishraneh 1017 Electronic
(EDM Machine, CNC

Machine, Adaptor)

Managing
Director

(Founder)

14 82 5 3+3 8 Indi
Dire

Saveh
White
Cement

1018 Non-Metal
(White Cement)

Export
Manager

16 250 5 5 9 Dire

Shir va 
Gaz Iran

 1019 Metal
(Gas Valves)

Sales / 
Export

Manager

11 225 3 3+1 7 Indi
Dire

Dalman 1020 Power Industry
(M.V. Drop-out and

explosive Fuse)

Managing
Director

(Inherited)

27 50 5 5 9 Dire
Exp
Agr
Con

* Though the firm was founded in 2000, but it took two years to purchase and install the machinery; therefore, production started in 2003 
** This the total number of employees working three shifts per day of which one is outsourcing.
*** This is the total number of employees in the holding company, including 5 different companies, of which only one is manufacturing



Number of Employees (qa.5)
40 to 50: 4 (20%) 
70 to 250: 14 (70%) 
300: 2 (10%) 

Decision – Makers (qa.8)
Board Members: 14 (70%) 
Board Members + Other Managers: 6 (30%) 

Duration of International Operations (qa.10)
Started when established: 7 (35%) 
Started two years after establishment: 2 (10%) 
Started almost 10 or more years after establishment: 11 (55%) 

Entry Mode
Indirect Exporting: 10 (50%) 
Direct Exporting: 19 (95%) 
Indirect and Direct Exporting: 10 (50%) 
Strategic Alliance: 9 (45%) 
License Agreement: 5 (25%) 
FDI: 1 (5%) 
Others: 3 (15%) 

With respect to the involvement of 95% of the population in direct exporting and 50% in
both direct / indirect exporting to different countries, share of export from total sales volume
and international activities from turnover are provided as follows (Table 5.2):

Export / Sales (qb.5)
95-100%: 4 (20%)
50-95%: 6 (30%)
25-50%: 2 (10%)
5-25%: 3 (15%)
Less 5%: 5 (25%) 

International Activities / Turnover (qb.6)
95-100%: 5 (25%)
50-95%: 6 (30%)
25-50%: 1 (5%)
5-25%: 5 (25%)
Less 5%: 3 (15%) 
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Table 5.2 Share of International Activities and Target Markets

Name
(code number)

Products
(qa.4)

%Export/
Sales
(qb.5)

% Export/
Turnover

(qb.6)

Export
Markets

(qb.4)

Future Target
Markets

(qd.2)
Tak Macaron 
(1001)

Pasta, Cornflakes Less 5 Less 5 United Arabs, Bahrain,
Oman, CIS countries,
Tanzania, Kuwait

Africa, Europe 

 Taban Electric 
(1002)

Audio door phone Less 5 75-95 Middle East Countries Middle East
South Korea

Abhar Ris 
(1003)

Polypropolylene
Fiber /None woven 

25-50 25-50 Germany, Italy, France,
Turkey

EU countries

Koobankar
(1004)

Bolts & Nuts 5-25 5-25

Rok Shimi
(1005)

Chemical agent for
leather, textile,

cosmetic

50-75 75-95 Italy, Turkey, Syria, Iraq,
Kuwait, Lebanon, Ukraine,
Russia, Turkmenistan,
Afghanistan, Pakistan, India,
etc

Africa, Middle East,
East Asia 

Doodeh Sanati 
Pars
(1006)

Black Carbon
(6Grades)

25-50 5-25 Pakistan, Turkey, Saudi
Arabia, Bahrain, Dubai,
Canada, Germany, etc. 

Turkey, Germany, Saudi
Arabia, Pakistan 

Cylon (1007) All types of clothes 100 100 France, Singapore, Canada Europe, North America
Paya Baf
(1008)

Curtain 100 100 CIS countries CIS countries, Africa,
Afghanistan

Nima
(1009)

Pullover 75-95 Over 95 Italy, France, Germany,
Belgium

EU countries

Black Pearl
Seafood Group
(1010)

Shrimp and fish Over 95 Over 95. Europe, Japan Europe, Japan 

SECO
(1011)

Galvanized Profile 5-25 5-25 CIS countries CIS countries, Iraq,
Afghanistan

Dasht Neshat 
(1012)

Tomato paste, fruit 
juice concentrate &

fruit puree

75-95 75-95 European and African
countries

European and African
countries

Khak Talaie 
(1013)

Molybdenum Tri
Oxide

100 100 Japan, Western European
countries

Japan, Western
European countries,
USA

Sarouneh
(1014)

Fruit juice 
concentrate & puree,

fruit juice 

75-95 50-75 n/a European Union, USA,
Russia, Korea 

Iran System
 (1015)

Application
Software,

Communication
Equipment

Less 5 5-25 No export Software: all of the 
countries
Hardware: Afghanistan,
Iraq, CIS

Rose Polimer
(1016)

White petroleum
Jelly, Paraffin, 
Paraffin Wax

50-75 50-75 Most of the Asian and 
African countries

Asia, Africa

Pishraneh
(1017)

EDM Machine, CNC
Machine, Adaptor ,

UPS,etc.,

Less 5 Less 5 n/a EU, Middle East,
Africa, Central Asia,
Pakistan, Turkey 

Saveh White
Cement (1018)

White Cement 50-75 50-75 Dubai, Kuwait, GCC, Africa, Europe

Shir va Gaz Iran 
(1019)

 Gas Valves Less 5 Less 5 n/a Europe, Middle East,
Africa

Dalman
(1020)

Power Industry 5-25 5-25 K.S.A, UAE, Jordan,
Lebanan, Iraq, Korea 

Middle East, Africa
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Target Market and Customers
The main export markets of the firms are the neighboring countries in the Middle East, CIS
countries, EU countries, African countries and Asian countries / Japan (Table 5.2). The target
markets of two firms exporting 100% of their products are the European countries and Japan, 
while the third one is exporting all of its production to CIS countries. 30% (6) of the firms
export their products exclusively to other firms, while 20% (4) to the final consumers. The rest
of the firms (50% (10)) supply their product to both consumers and to other firms (Table qa.9
attached). In fact 55% of the samples are the sub-supplier of other industries (qf.6).

Level of Education (qg.1)
BA: 9 (45%) 
MS or MA: 9 (45%) 
Others: 1 (5%) 

Professional Experience (qg.2)
Management: 9 (45%) 
Engineering: 4 (20%)
Commercial: 5 (25%)

Competitive Advantages
Quality: 16
Competitive Price: 11
Delivery: 3
Management: 2
Customer Satisfaction: 2 

As discussed before 8 “Yes-No” questions were included in the questionnaire that provided
the supplementary data for the five-point Likert questions. Table 5.3 indicates the summary of 
these data.

Table 5.3 Summary of Yes – No Questions
Title Yes

(%)
No
(%)

1- Non-owner board Members (qa.7) 50 50
2- Decision-makers except than Board Members (qa.8) 70 30
3- Planning for realization of opportunities (qf.1) 60 40
4- Being sub-supplier of other producers (qf.6) 55 45
5- Having strategic alliances (qf.7) 45 55
6- Education affect the market selection (qg.10) 70 30
7- Experience affect the market selection (qg.11) 100 0
8- Following competitive policy (qj.5) 80 20
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With respect to the products and marketing operation, they follow certain policies as indicated 
in Table 5.4. 

Table 5.4 Products and Marketing Policies 

Product  
(qf.4)

Marketing Operations  
(qf.5)Name (code number) 

1 2 3 4 5 1 2 3 4
Tak Macaron (1001) x x x x x x x
Taban Electric (1002) x x x x
Abhar Ris (1003) x x x x
Koobankar (1004) x x
Rok Shimi (1005) x x x x x x
Doodeh Sanati Pars (1006) x x
Cylon (1007) x x x x x x
Paya Baf (1008) x x x x x
Nima (1009) x
Black Pearl Seafood  
Group (1010)

x x

SECO (1011) x x x
Dasht Neshat (1012) x x
Khak Talaie (1013) x x
Sarouneh (1014) x x x x
Iran System (1015) x x x x
Rose Polimer (1016) x x
Pishraneh (1017) x x x x x x x x
Saveh White Cement (1018) x x
Shir va Gas Iran (1019) x x
Dalman (1020) x x x x x
TOTAL 16 11 5 8 3 11 12 2 5

Product 1: product development           Marketing Operations 1: modification on customers’ order  
Product 2: innovation                                       Marketing Operations 2: price modification 
Product 3: diversification            Marketing Operations 3: distribution policy 
Product 4: modification            Marketing Operations 4: others  
Product 5: others  

While the main activities of the SMEs regarding their products are focused on product 
development and innovation, their marketing activities are mainly focused on modification of 
products on customer’s orders and price modification. Actually, they are rarely concerned 
about other marketing mix and strategies. 

On the basis of Table 5.5, the main motivations of the SMEs in their international activities 
are profit and growth; such that from 54 cases of international activities, 21 cases are motivated 
by profit and 20 by growth. Perceiving opportunities is the third motivation that covers 16 
cases. 



Table 5.5 Motivations of International Activities (qc)

Name
(Code Number)

Motivations

International
Activities

Perceiving
Opportunities

Profit Growth Domestic
Competitors

Last
Resort

Others

Tak Macaron 
(1001)

Indirect Exporting,
Direct Exporting,
Strategic Alliance

x x
x

Taban Electric 
(1002)

Indirect Exporting,
Direct Exporting,
License Agreement,
Technical Agreement,
Alliances,
Franchising,
Sole Venture

x
x

x
x

x

x
x

Abhar Ris
(1003)

Direct Exporting, x x x

Koobankar
(1004)

Direct Exporting,
License Agreement,
Strategic Alliance,

x
x

Rok Shimi
(1005)

Indirect Exporting,
Direct Exporting,

Doodeh Sanati Pars
(1006)

Indirect Exporting,
Direct Exporting,
Strategic Alliance

x
x

x x
x

Cylon
(1007)

Direct Exporting,
FDI, x x x

x

Paya Baf
(1008)

Indirect Exporting,
Direct Exporting,

x
x

x
x

x
x

x
x

Nima
(1009)

Indirect Exporting,
Direct Exporting,
Strategic Alliance

x
x
x

Black Pearl Seafood
Group
(1010)

Direct Exporting,
Strategic Alliance,

x x x

SECO
(1011)

Direct Exporting,
License Agreement,
Technical Agreement,
Strategic Alliances,
Joint Venture 

x
x
x

x
Dasht Neshat 
(1012)

Indirect Exporting,
Direct Exporting,

x
x x

Khak Talaie 
(1013)

Direct Exporting, x x x

Sarouneh
(1014)

Direct Exporting,
Strategic Alliance,
Joint Venture, x x

x x

Iran System
(1015)

License Agreement,
Strategic Alliance,
Joint Venture, 

x

x

x

x

x

x
Rose Polimer
(1016)

Direct Exporting

Pishraneh
(1017)

Indirect Exporting,
Direct Exporting

x
x x x

Saveh White
Cement
(1018)

Indirect Exporting,
Direct Exporting,
Technical Agreement

x
x
x

x

Shir va Gaz Iran 
(1019)

Indirect Exporting,
Direct Exporting

Dalman
(1020)

Direct Exporting,
License Agreement,
Turnkey Contract,
Subcontracting

x

x

x

x
x

TOTAL 54 16 21 20 12 1 1
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With respect to the factors that prohibit further extension of international activities of the
firms, certain factors have been identified by the interviewees. Table 5.6 provides the
summary of data.

Table 5.6 Barriers to International Activities (qf.11)
Name 1 2 3 4 5 6 7 8 9 Others

Tak Macaron 
(1001)

x x x x

Taban Electric
(1002)

x

Abhar Ris
(1003)

x x

Koobankar
(1004)

x x x

Rok Shimi
(1005)

x x x

Doodeh Sanati Pars
(1006)

x x

Cylon
(1007)

Lack of support for
production activity
Country’s image abtoad

Paya Baf
(1008)

x x x Level of income,
consumption level 

Nima
(1009)

x x Lack of support for
production activity,
Country’s image abroad

Black Pearl Seafood
Group (1010)

x x

SECO
(1011)

x x

Dasht Neshat
(1012)

No barrier

Khak Talaie 
(1013)

x x

Sarouneh
(1014)

x x

Iran System
(1015)

x

Rose Polimer
(1016)

x x Lack of support for
production activity

Pishraneh
(1017)

x x Lack of knowledge of 
international market

Saveh White
Cement (1018)

x x

Shir va Gas Iran 
(1019)
Dalman
(1020)

x x x x Country’s image abroad

TOTAL 5 2 6 3 1 11 3 1 7

1. Geographical distance 2. Differences in language 3. Political system
4. Cultural differences 5. Level of education 6. Size of the market
7. Tariffs 8. Non-tariff barriers 9. Transport cost
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According to this table, size of the market is the main barrier in further extension of the firm’s 
activities to the new markets. This barrier is followed by others such as transportation cost,
political system and geographical distance. Lack of support for production activities is another
barrier identified by the interviewees. With respect to the sources of information about the
competitors (qj.4), respondents have identified different sources (table 5.7).

Table 5.7 Source of Information about the Competitors (qj.4)

Name
(code number)
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Tak Macaron 
(1001)

x x

Taban Electric
(1002)

x x x x

Abhar Ris
(1003)

x x x x

Koobankar
(1004)

x x x

Rok Shimi
(1005)

x x x x

Doodeh Sanati Pars
(1006)

x x

Cylon
(1007)

x x

Paya Baf
(1008)

x x

Nima
(1009)

x

Black Pearl Seafood
Group (1010)

x

SECO
(1011)

x x x

Dasht Neshat
(1012)

x

Khak Talaie 
(1013)

x

Sarouneh
(1014)

x x

Iran System
(1015)

x x

Rose Polimer
(1016)

x x

Pishraneh
(1017)

x x

Saveh White
Cement (1018)

x x

Shir va Gas Iran 
(1019)

x

Dalman
(1020)

x x x x x x

TOTAL 2 5 7 2 1 2 6 2 2 2 1 1 1 1 4 8
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5-3- The Case Studies

This section is devoted to case narratives organized along topics identified in the theoretical
model and embedded units of analysis as follow:
Topic 1: Brief history of the firm, its activities and position in the domestic market
Topic 2: Entrepreneurs’ (owner/manager) characteristics and background
Topic 3: Entrepreneurs’ perception of international market opportunities
Topic 4: Entrepreneurs’ social network; information benefits
Topic 5: Entrepreneurs’ motivations, attitude and behavior
Topic 6: The firm’s characteristics & motivating forces 
Topic 7: Entrepreneurs’ characteristics and selection of entry mode and market 
Topic 8: Entrepreneurs’ perception of general national conditions; economic freedom and
entrepreneurial conditions
Topic 9: State of competition in the industry; freedom of entry 

The ordered presentation of data collected during each interview enables us to follow a similar
pattern in within-case analysis that subsequently will be extended to cross-case analysis in next
chapter.

5-3-1- Case Number 1001- TAK MACARON

Topic 1: Brief history of the firm, its activities and position in the domestic market
The firm was established on 1995 and started production one year later. The firm is equipped
with the latest technology and machinery from Switzerland and Italy in this industry. The 
machinery is fully automatic and employees are well trained and educated. The firm is 
established on the basis of the knowledge of founders of the booming demand in the domestic
market and related technology. One of the sister firms is the representative of the very well
known supplier of machinery in this industry. On the date of establishment, Turkish products
were dominant in the market. After one year, due to the quality and quantity of the products,
the firm managed to replace the Turkish products and became the market leader, commanding
the majority share of the market.

Topic 2: Entrepreneurs’ (owner/manager) characteristics and motivations
The founders /owners of the firm are very well experienced businessmen who have very good
knowledge of the domestic and world market. They established this firm to meet a growing
market that belonged to foreign producers, particularly Turkish producers. The firm has two
sister firms; one is the sole agent of a very well known brand of machinery from Switzerland
and the other sister firm is a producer of carpet.
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The interviewee is the export manager of the firm, a very well educated young woman, B.Sc.
in biology and B.A. in business management, who has very good perception of the
international activities. She believes that despite a very good position in the domestic market,
they have to actively participate in the world market. Due to her characteristics and attitude,
the firm has developed its participation in the world market, particularly in the Middle East
region and North Africa. 

Top 3: Entrepreneurs’ perception of international market opportunities 
With respect to domestic market demand, the top management has given priority to the 
domestic market. But after the development of activities in the domestic market and
becoming the market leader, due to the growing production capacity (400 tons per day),
exporting to other countries has been taken into consideration as an alternative for growth and
development. Therefore, in order to know the opportunities and consequently launch their
international activities they are basically relying on their agents, Internet research and other
relationships.

Topic 4: Entrepreneurs’ social network; information benefits
The main sources of information about the market opportunities are the agents of the firm in
each market and domestic businessmen. In addition to these sources, the firm launches some
market research projects in different markets either through their agents, other relationships or
independently for information collection.

Topic 5: Entrepreneurs’ motivations, attitude and behavior
The main motivation is growth, growing competition in the domestic market and other
impacts of exportation such as improvement of product quality and position in the world
market. Generally speaking, as soon as they are informed of the opportunities in the market,
they attempt to find a distributor or an agent.

In the beginning, 1997, they started their international operation through cooperation with 
domestic and foreign agents. This policy resulted in exportation to some of the Arab
neighboring countries in the Persian Gulf. Nowadays, in addition to agents, they use other
policies for identification of opportunities. They have constructed a website that has been very
useful. Some customers have contacted them through this website, which has resulted in 
business relationships. They don’t have online service because they believe in close
relationship with customers. Other policies they adopted are corresponding with customers
that have been identified and identifying the Iranian businessmen that are interested in
cooperation as agents. They have also launched several market research projects in different 
countries and attempted to create a new nutrition culture in a market segment in Dubai. The
priority was given to neighboring countries in the Persian Gulf because they believe good
opportunities exist for their products in this area. Due to the high level of immigration to
these countries, different ethnic groups are living in these countries, and based on their agents’
information, they have segmented the market on the basis of ethnic groups and organized
their promotion and advertising activities.  In addition to neighboring countries, the firm has
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sent its first trial order to England. This business started through an Iranian businessman living
in England.

Topic 6: The Firm’s Characteristics & Motivating Forces
The firm is equipped with one of the best, fully automated plants in the pasta industry. The 
employees are well educated and technically trained. Within a very short time after
establishment, the firm became the market leader. The main competitive advantages of the
firm are: the quality of the product, price, packing and distribution system. Based on the
customers’ demands, they supply pasta with different flavors and shapes. Due to market
demand, the firm has already taken ISO and TUV certificates and all other certificates required
by customers in different markets. In addition to these certificates, the firm has to acquire
food-industry health certificates for Iran. However, in order to improve the quality, the firm 
has internalized the production of the raw material, flour, through import and installation of a
factory for flour production.

Topic 7: Entrepreneurs’ type and entry mode and market selection
The interviewee is the export manager of the firm, a very well educated young lady who
started her cooperation with the firm seven years ago. Their main policy for entering
international markets is exporting, either direct or indirect. The products are mainly exported
to target markets through agents. The main agents are the wholesalers or distributors in the
target markets. In some cases, they use Iranian businessmen active in international business to 
reach the target market. Therefore, their activities are focused on recognition of reliable and
trustworthy agents. The agents usually have full authority to organize the exportation and
marketing activities. In some cases, dealers in target markets have contacted the firm for
cooperation and become their agent. For example, in the case of England, an Iranian
businessman living in England sent them a trial order. The agents are also the main source of
information about the market for product / price modification, promotion and advertising
campaigns.

Topic 8: Entrepreneurs’ perception of general national conditions; economic freedom and
entrepreneurial conditions
From the interviewee’s perception the general national conditions do not support exportation
and exporters. Instability in rules and regulations, high transportation cost, rate of exchange,
and inefficiency of export promotion activities are the main barriers to exportation. Despite
these barriers, no restriction exists for import of pasta.

Topic 9: State of competition in the industry; freedom of entry
The competition in the domestic market is very intensive due to the existence of numerous
domestic producers and free import. However, combination of high technology and
knowledge of the market enables the firm to distinguish itself from competitors by relying on 
the quality, innovation and diversity of the products.
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5-3-2- Case Number 1002- TABAN ELECTRIC

Topic 1: Brief history of the firm, its activities and position in the domestic market
The interviewee is the managing director, one of the founders of the firm who established this
firm with some of his classmates in 1975. In the beginning, the firm was focused on imported 
goods and services but gradually shifted to production. After the Islamic revolution in Iran,
due to lack of security, the firm was focused on production of security, protection and thief-
hunter (anti-burglary) systems. They were very successful. Along with stabilization of the
revolution and termination of the war, the issue of construction was set forth. On the basis of
market research, they discovered they had to change the product; therefore, they shifted to
door phones and installed the new production line in 1990. They started production of audio
door phones four years ago and added a new production line for visual door phones under
license from a Korean firm.

Topic 2: Entrepreneurs’ (owner/manager) characteristics and motivations
The founder/owner is a university graduate in electrical engineering who started his own
business nearly 30 years ago with the cooperation of some of his classmates. Based on the
technical ability and knowledge of market requirements, they managed to establish a firm that
has been successful in meeting the market requirements.

Topic 3: Entrepreneurs’ perception of international market opportunities
They started their international activity by concluding a license agreement with a Korean firm
that transferred the technology of production of visual door phones to them. Through this
contract, not only did the firm gain access to the technology but also managed to dominate
the domestic market and started international activities for penetrating the regional market. So,
the entrepreneur believes that as they have been successful in their competition with foreign
products, particularly Chinese products, they will be able to enter the foreign market. They
have started from the regional market and the neighboring countries. They started exportation
to Kuwait and are considering the other neighboring countries as the potential markets.
Meanwhile, as the price of the under-license products is less than the original one, Korean-
made products, the entrepreneur believes they can export their products to Korea.

Topic 4: Entrepreneurs’ social network; information benefits
With respect to the information about the market opportunities, the managing director mainly
depends on their website, participation in trade fairs, and secondary data published in 
specialized magazines.

Topic 5: Entrepreneurs’ motivations, attitude and behavior
The main motivation of the managing director is his interest in production, national pride and
presence in the international market. In his view, “profit” is the last motivation because he
believes there are many other more profitable business activities than manufacturing in Iran.
He believes that they have to extend their presence in the world market. They have started
their activities through participation in international exhibitions, advertising in Yellow Pages 
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directories and specialized magazines and sending technical brochures and catalogues to their 
customers (potential and actual). They are also running a website that has provided good
possibilities for communication and exchange of information with the potential and actual
customers.

Topic 6: The Firm’s Characteristics & Motivating Forces
The firm has three board members who are university graduates and are very well
experienced. Decision-making within the firm is limited to these members. With respect to
the products, the focus is mainly on innovation and modification. Any decision about a new
product, first and foremost, is investigated in the R&D department and then samples are tested
in the market. However, the final decision depends on feedback from the market. The firm
has broad relationships with the world market through direct / indirect exporting, licensing
and technical agreements. It has 70 employees who mainly work in the production and R&D
departments.

Topic 7: Entrepreneurs’ characteristics and selection of entry mode and market
The founder of the firm is an engineer who mainly follows the growth of the firm through
innovation and modification of products. By launching qualified products in the domestic
market they managed to expel their domestic and foreign competitors from the domestic
market. In search of a new product, they reached a license agreement with a Korean firm.
Furthermore, for more active presence in the world market, they are seeking technical
cooperation with their competitors in order to supply their products under well-known
international brands. Most of the time they try to meet customer demands through
modification of the products according to their orders, but it costs them too much because
their equipment is old. Therefore, they are focused on searching for technical cooperation
with well-known brands.

Topic 8: Entrepreneurs’ perception of general national conditions; economic freedom and
entrepreneurial conditions
In the entrepreneur’s view, their main problem in international markets is the perceptions of
the customers about Iran; in some cases, customers have canceled their orders just because of
the origin of the product. In order to overcome this problem, they have even accepted to send
the orders without any indication of country of origin.

Topic 9: State of competition in the industry; freedom of entry
The competition in this industry, due to the presence of several other domestic producers and
free import, is very intensive. But they are a dominant brand in the market because of quality,
efficiency and after-sales services. They have been very successful in the domestic market. But
regarding the foreign market, in order to be competitive, they need to upgrade their
machinery, which requires more investment. They have very well known competitors in
Europe and Japan, and at this stage they are targeting the neighboring countries for
exportation. In parallel to these steps they are testing the European and Canadian markets for 
exportation, but no success has been reached up to this stage.
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5-3-3- Case Number 1003: ABHAR RIS 

Topic 1: Brief history of the firm, its activities and position in the domestic market
The founder of the firm started business as the representative of the largest manufacturer of the
textile machinery in Iran in 1982-83. The owner / founder of the firm is a textile engineer 
who graduated from Polytechnic University in Tehran. He managed to sell and install 3
spinning production lines in different factories over 10 years. Later, he shifted to production
and established his own spinning factory; Gol Ris, in Zanjan, 10 years ago. After 7 years, he 
established his second spinning factory, Nab Ris, which produces the same products but is
more well equipped. Finally, he established Abhar Ris in 2000. Abhar Ris produces synthetic 
fibers from polypropylene, polyester and also non-woven textile that is a new branch of the
world textile industry with a rate of growth higher than that of the electronics industry. Non-
woven textiles do not have warp and woof; therefore, they are very economical and have very
many different uses such as wipers, synthetic suede, diapers, table clothes, cleaning clothes, in
the construction industry, etc. This industry is capital-intensive, with a very high rate of
innovation. None of their domestic competitors has invested in this industry because
investment costs are too high, and without exportation, projects are not economically feasible.
The firm does not have any competitor in non-woven textiles in Iran.

Topic 2: Entrepreneurs’ (owner/manager) characteristics and motivations
The founder / owner of the firm is a textile engineer with a very good knowledge of this 
industry and business relationships in Europe. He has a good knowledge of the domestic
market requirements and his experience as the representative of one of the largest textile
machinery producers in the world enables him to set up very efficient spinning factories in
Iran. His creative and innovative characteristics have always led him to discover and meet the
market requirements. His last decision for starting the non-woven textile factory indicates his
international outlook, intention and behavior for entering in the world market. This factory is 
equipped with the highest technology and was started with the primary idea of
internationalizing the textile industry in Iran, because the only chance of success and
development of this factory is exportation. In the near future, they will implement the
development project through installation of new machinery and by increasing production
capacity from 14 to 40 thousand tons. 

The interviewee is the export manager of the firm who is also a graduate textile engineer with
more than 20 years experience in the textile industry. She worked in the Iran Standard
Organization for 8 years and then transferred to Abhar Ris. She started as the head of the
research center for the textile industry that was established in this group. Later, she was
responsible for obtaining the ISO standard certificates for the firm. Then, she headed the
quality department and at the same time she assumed responsibility for the commercial
department. At present, she is responsible for the textile research center and quality control
and is the export manager.
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Topic 3: Entrepreneurs’ perception of international market opportunities
In the export manager’s view, the founder / owner of the firm believes in increased
production and subsequently presence in international markets and exportation. He has been 
committed to this through all of his decisions regarding his group of factories. Both of his first
spinning factories, Gol Ris and Nab Ris, in addition to the domestic market, have achieved
world- market presence through exportation. 

His idea for installation of the last firm in the group, Abhar Ris, non-woven textiles and its
development project further indicates his knowledge of market opportunities because:
1. the non-woven fabrics are new products and the market is growing all around the world; 
2. the main raw material of this industry is polypropylene (PP), a petrochemical product;

therefore, with respect to the oil reserve and petrochemical industries in Iran, it represents 
a competitive advantage.

In fact, for the purpose of using the competitive advantage of the country’s oil industry, the
founder conducted market research and came to the conclusion that by starting a non-woven
textile factory they can use the competitive advantage of the country’s petrochemical industry.
Based on this perception, they started communication and interaction with petrochemical
factories to modify and upgrade the quality of PP to make it suitable for the non-woven
textiles industry.

Topic 4: Entrepreneurs’ social network; information benefits
The founder / owner has very good relationships with the producers of textile industry
machines, as well as with other participants in the textile industry. He has established an office
in Germany that is the main provider of the information and facilities for the firm.  This 
advantage has created a good opportunity for them to access to valuable information about the
textile industry in Europe. Based on this information about the market opportunities, all of the
firms of the group succeeded in gaining access to the latest technology and facilities, and now
export their products to different countries.

Topic 5: Entrepreneurs’ motivations, attitude and behavior
The main motivation of the entrepreneur is his belief in production and exportation. This is
reflected on his behavior in establishment of three factories and exportation of the products to
the world market. He developed this tendency toward international activities when he
established Abhar Ris and launched its development projects. As soon as the new project is
implemented, the production capacity will increase from 14 thousand tons to 40 thousand
tons. Therefore, with respect to domestic market demand, there is no alternative except to 
increase the exportation and international activities. The entrepreneur’s decision for launching
the development project confirms that he has actively followed his perception towards
international activities. 

151



Topic 6: The Firm’s Characteristics & Motivating Forces
The factory is equipped with highly complicated machinery bought from the largest producers
of textile machines in Germany. The purchasing contract included training for the employees
of Abhar Ris. All of the production line laborers are high school graduates and many different
specialized engineers and university graduates are working in different parts of the firm. The 
idea behind the import of new machines is to upgrade and update the technology. The
investment for non-woven technology that will be installed next year is around 11 to 12
million euros. The factory is unique in the Middle East. At present, they are only using PP as
the raw material, but after installation of the new system, they will be able to use different
types of material, even natural materials. In this case, they can produce different types of
fabrics, thereby increasing production and exceeding domestic market demand, which will
necessitate exportation.

The production is divided into hygienic and non-hygienic products and two production lines
meet domestic and export market demands. Their customers are mainly other businesses
producing hygienic and non-hygienic products, as well as trading firms.  The raw material,
Polypropylene (PP) Granule, is supplied by the petrochemical industry in Iran. During the last
couple of years, they have worked very hard with petrochemical factories in order to upgrade
and qualify PP for exportation. The only problem is that the quantity of PP delivered from the 
petrochemical factories does not meet demand. Therefore, they had to import raw material,
but since they are buying PP from domestic industries at world-market price, it does not make
a big differences in their performance. The main problem in this issue is the high rate of
annual inflation that causes problems in pricing policies and competitiveness of the firm. 

Efficiency is a very important issue in this firm, such that every person has various
responsibilities. For example, the export manager is responsible for the research and quality
control department. In addition to personnel efficiency, in order to be competitive in the 
market, great emphasis is placed on the quality of the performance and products. They
received the ISO standard certificate in 1994 and are in the process of updating their 
certificate. The firm has devoted a considerable part of their budget to R&D and laboratory.
The quality of their product is the indicator of pricing in Iran. At the same time, they have
made a considerable effort in improving the packaging and delivery conditions to improve 
customer satisfaction.

Topic 7: Entrepreneurs’ characteristics and selection of entry mode and market
The founder of the firm is a textile engineer who started his professional life as the
representative of the largest German producer of textile machinery in Iran. This business 
provides very good opportunities for him to develop relationships with different participants in
the textile industry. He has established an office in Germany that is his main source of
information and relationships with the European market. He has imported and set up different 
textile factories in Iran and has recently imported and installed high-tech equipment in a
factory in Iran for production of non-woven fabrics, a new product and technology in the
world. Due to his market knowledge and good relationships in the European market, he has

152



enabled export of the firm’s products to Europe. The new project that increases the
production capacity from 14 thousand to 40 thousand tons is based on his knowledge of world
market demand for non-woven fabrics. 

Topic 8: Entrepreneurs’ perception of general national conditions; economic freedom and
entrepreneurial conditions
The firm has been very successful in the domestic market. They have 2 to 3 domestic
competitors and welcome the competitors because they believe that competition encourages
development. They have the same idea about the international market; therefore, they use all
their possibilities to attract the customers in the world market and develop their relationships 
by providing customers with the best possible services. They are the domestic market leader
and attempt to keep their position by employing new technology and developing their 
business by installing high-technology machinery and supplying both the domestic and world
markets with new products.

In their view, the main problem is the name of the country of the origin of the product, Iran,
which weakens their position in the market. They believe that customers do not trust the
stability of Iran; therefore, in order to offset this view and instill confidence, they have to give 
the customers different advantages such as discounts, dispatch of several trial orders, factory
visits (production line, laboratories…), etc.

Topic 9: State of competition in the industry; freedom of entry
They have 2 to 3 domestic competitors but there are some differences between them. Quality
of the product, competitive prices, presence in the world market and high efficiency are the
advantages that distinguish the firm from its competitors. However, when the firm has
completed finishes installation of the new line, they will be unique in the domestic market.
But since there is no restriction for import of similar products, nothing is guaranteed. Their
main competitors at the world level are from Italy, Denmark and South East Asia.  Therefore,
they are trying very hard to extend their international market through launching a very
extensive marketing campaign. They have started their market research campaign and in
addition to the European market are considering America as a target market.

5-3-4- Case Number 1004: KOOBAN KAR 

Topic 1: Brief history of the firm, its activities and position in the domestic market
The firm was established on 1984 and is privately owned. The shareholders are the members 
of a family. Board members are also some of the shareholders that are working in the firm.
The firm is specialized in the production of bolts. Due to the intensive domestic market
competition they started their activity in the international market 12 years ago. They started
from the Persian Gulf by dispatching very small batches to these countries. They started
marketing in these countries and little by little managed to make themselves known in the
market. Therefore, the orders increased and they continued their business with larger batches.
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After that, they entered the automotive market. Therefore, they had to modify the products in
order to meet the quality standards required by car manufacturers. In the beginning, it was
very difficult to modify the products because of very intensive quality control. However, they 
managed to pass this stage and qualified products facilitated their entry into the world market.

Topic 2: Entrepreneurs’ (owner/manager) characteristics and motivations
This firm is a family business that was founded almost 20 years ago. In the beginning, it was a
traditional factory, but due to the management participation of the family members, the
company has been able to adapt to market requirements. Entry into the international market
enables them to improve the quality and modify the product so as to become competitive in
both the domestic and international markets. Success in the domestic market and cooperation 
with domestic car manufacturers enables recognition from foreign car manufacturers.

Topic 3: Entrepreneurs’ perception of international market opportunities
From the entrepreneurs’ perception, opportunities exist in the international market because
they have succeeded in meeting all the standards required by the car industry. But, at present 
the priority is given to the domestic market: 90% domestic and 10% export, because prices in 
the domestic market are very attractive and car manufacturers need domestic suppliers. They
undergone a lengthy procedure to become a supplier to the car industry and the competency
gained has supported their activities in the international market. They have already finished a
development project to increase production capacity. However, exporting has considerable
advantages for this firm, particularly since it has motivated them to renovate their machinery
and replace it with high-tech equipment. It has also influenced the human resources in the
factory through making management aware of the necessity of employing very well-educated
and experienced personnel. They have also been forced to run training courses regularly at
different levels in order to update their labor force.

However, despite price differences, exportation is still profitable for the firm. They are
following both short and long-term objectives in the world market. In the long-term
perspective they have increased price and improved quality to be more competitive. With
respect to the quality, they have managed to achieve international standards and are trying
hard for more certification. Regarding prices, they need to reduce the costs to be more
competitive. At present, their prices are competitive with Chinese and Taiwanese products
while their quality is much higher.

Though they are competitive with Chinese and Taiwanese products, their target market is
Europe and they are aiming hard at being competitive with the European automotive part
producers. From the quality point of view they are competitive in the international market;
therefore, if they manage to reduce the price they can improve their competitiveness in the
market.
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Topic 4: Entrepreneurs’ social network; information benefits
As they are suppliers to an Iranian car manufacturer that has a license agreement with a
European car manufacturer, the quality of their products should be confirmed according the
criteria determined by the European car industry. This cooperation has provided the 
possibility of further relationships and cooperation with Kooban Kar and the European car
manufacturer. They hesitate to provide more detailed information about their type of
relationships and source of information in the European market, because this information is 
confidential.

Topic 5: Entrepreneurs’ motivations, attitude and behavior
Different motives have led them in their international activities. Their primary motive was 
more business and market diversification, which provides greater security for the firm. The 
other motive for exporting is growth, because it provides the possibility of quality
improvement and recognition as an automotive parts supplier. Therefore, they used their
position as the confirmed supplier of automotive parts to Iranian car manufactures as a
reference to enter the European car market. With respect to the diversity of the bolts used in
the car industry, they have focused on certain special types and they complete the supply chain
of a bolt supplier in the European market. At present, despite demand from the EU market,
they have limited their exportation to 10% of the resources due to high domestic market
demand and their obligation to the domestic market. Therefore, development of the factory is
part of their strategy. In addition to increasing production capacity, in order to increase their
competitiveness in the market, they are negotiating with a foreign firm for a license agreement
to internalize the raw material, a special type of steel.

Topic 6: The Firm’s Characteristics & Motivating Forces
The firm started its operations in 1984 as a manufacturer of different types of bolts. Due to 
intensive domestic market competition, they started their exporting operation nearly 12 years
ago by sending small batches to the Persian Gulf market. This decision has resulted in many
changes in the firm; the most important is leading the firm towards the production of qualified
products that are competitive in the international market. The necessity of product
improvement has led them to enter the automotive part industry, installation of high-tech
machinery and training of employees. They have undergone a long and difficult process to
become a supplier to an industry that requires many changes in the firms. However, at
present, the firm is one of the main suppliers of the safety bolts to the Iranian car industry.
This reputation facilitates their entry into the world automotive parts market. The products
are sold exclusively to domestic car manufacturers and bolt manufacturers in the European
market. They have strategic alliances with other firms and are negotiating a license agreement
for internalization of the raw material.

Topic 7: Entrepreneurs’ characteristics and selection of entry mode and market
No information is provided about the management and the shareholders of the firm other than
with reference to the founder, who is the uncle of the interviewee. The interviewee is the
production planning and technology manager and holds an MSc in engineering. Due to the
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competitiveness of the domestic market and for greater security, they entered the international
market by sending small batches of bolts and nuts to Persian Gulf countries twelve years ago.
Therefore, in the beginning, they entered the international market by direct export for market
diversification. Later, due to the changes in the firm and focus on the car industry as the target
market, they have diversified their entry policy through strategic alliances, networking and
license agreements. Although they started exportation by sending batches of bolts and nuts to
Persian Gulf markets, at present, due to focus on production of bolts for the car industry, the
target market has been shifted to the European Union.

Topic 8: Entrepreneurs’ perception of general national conditions; economic freedom and
entrepreneurial conditions
In their view, the general conditions for international activities have improved during the last
couple of years. Their relationships with their customers are based on mutual trust and
agreement. The payments are usually made in cash, 60 days after delivery. The cargos are
usually transported by truck to European destinations, and in case of any urgency or delay,
deliveries are made via airfreight.

Topic 9: State of competition in the industry; freedom of entry
They have 3 domestic competitors in the automotive parts market, of which none exports.
Entering the car industry market was a very difficult and competitive process, but helped them
to become more focused on certain segments of market. They have an unknown number of
competitors in the world market. Chinese and Taiwanese products have better prices but 
poorer quality. With respect to the quality, their products are more competitive with
European products. Their main competencies in comparison with their competitors are the
high quality of products, specialization and focus on the car industry.

5-3-5- Case Number 1005: ROK CHIMI 

Topic 1: Brief history of the firm, its activities and position in the domestic market
The founder inherited the business from his father, who was in the furriery and leather trade.
He converted the trading firm to a manufacturing one and established the new firm in 1988. 
He started the new business as the representative of number of multinational firms specialized
in the chemical industry. He later replaced the trading firm with a manufacturing firm. He 
started with production of chemical products for the leather industry. At present, the firm’s
products include a very wide range of chemical products for the leather, textile, cosmetic and
paint industries.

Topic 2: Entrepreneurs’ (owner/manager) characteristics and motivations
The founder of the firm inherited the business from his father. He developed the business by
becoming the representative of several multinational enterprises active in the chemical
industry. Later, he changed the trading firm to manufacturing one. He is an electrical
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engineer, but due to his professional background is directing a chemical factory and has a good
knowledge of the leather and chemical industries.

Topic 3: Entrepreneurs’ perception of international market opportunities
The professional background of the entrepreneur explains his tendency towards international
business. The nature of the business he inherited from his father was international because he
was specialized in exporting traditional products such as furriery and leather goods. In the 
process of developing the business he concluded representative contracts with several
multinational enterprises specialized in chemical products. These contracts provided the basis 
for the subsequent expansion of the business. In the next stage he transformed the trading firm
into a manufacturing firm specialized in production of chemical products required in the
leather industry. In the process of the development of his business the managing director
replaced the simple machinery with more advanced machinery that enabled the firm to
produce a greater variety of chemical products for the leather industry, particularly leather
softener. Consistent with this international policy, the firm qualified for ISO9000 and
ISO14000, which facilitated its entry into the international market. The exportable products 
include different types of chemical products, but the most important are chemical products for
the leather industry.

Topic 4: Entrepreneurs’ social network; information benefits
They use all possible and available policies for entering the international market. The
background of the firm and the founder’s professional experiences place the firm in 
relationships with a group of dealers specialized in chemical products, particularly products for
the leather industry. Although they use all possible policies for exportation, most of their
exports are through agents, who are the main source of information for the firm.

Topic 5: Entrepreneurs’ motivations, attitude and behavior
Different motives have led the entrepreneur in the process of internationalization of the firm.
The most important are: the small domestic market, and competition in the international
market, which provides the possibility of innovation and diversification in products. In some
cases, exportation has changed and improved the production technology. They use all possible 
policies for entering the international market; knowledge of the market and relationships with
different participants in the leather industry, and participation in international exhibitions. The 
future development of the firm is interconnected with its successful presence in the 
international market. In order to meet these objectives, the firm is focused on product
development, innovation and price and product modification.

Topic 6: The Firm’s Characteristics & Motivating Forces
The firm is focused on production of a wide range of chemical products used in the leather,
textile, cosmetics and paint industries. The diversity of the products increases the
competitiveness of the firm by enabling packages of variety of products. Recently the firm has
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qualified for ISO9000 and ISO14000, renovated the machinery and purchased related
technology. These activities have improved the quality of products, making them more
competitive in the world market. Up to now they have provided the necessary infrastructure
for development in the international market, and this year (2004) is the first year that they are
following a consistent international policy. The production is organized on the basis of job-
work. This means that upon receipt of orders, they use their network of producers to
implement the orders. This year, for the first time, the firm’s exports have exceeded its 
domestic sales.

Topic 7: Entrepreneurs’ characterisitcs and selection of entry mode and market
The founder of the firm has many years of experience in the business of chemical products and
leather industry. He also has good experience in the international market through representing
multinational enterprises in the domestic market. He is also an engineer, which qualifies him 
for running a manufacturing firm. All of these qualifications resulted in the establishment of a
manufacturing firm equipped for the international market. Although they export directly
against orders received from customers, most of their exports are realized through agents and
participation in trade fairs. The main target markets for chemical products are Pakistan, Syria, 
Sudan, Iraq and some CIS countries. The main target markets for chemical products are
neighboring countries and African countries that do not produce these products. The
European countries, because they are one of the main world players in this industry, and 
American market because of geographic distance, are excluded from the list of target markets.
In addition to chemical products, they export processed leather to main manufacturers of
leather products in the world markets such as Italy and Turkey. They are using both entry
policies; direct and indirect export. They also have a successful website that has attracted
customers. The main customers are the manufacturers of leather products and dealers of
chemical products.

Topic 8: Entrepreneurs’ perception of general national conditions; economic freedom and
entrepreneurial conditions
The main policies are decided by the managing director (the founder) alone and in his view, 
the general national conditions do not facilitate their presence in the world market. The 
infrastructure is more appropriate for import, and annual inflation and a fixed rate of foreign
exchange (U.S. dollars) decrease their competitiveness in the world market. The entry of
competitors’ products, particularly chemical products, is free and they are actually not facing
any restriction or limitation in the market.

Topic 9: State of competition in the industry; freedom of entry
They have many domestic competitors who produce one or two categories of the chemical
products, but none of them covers all of their products ranges. Therefore, in their
international activities, they consider these advantages and use the production capacity of their
domestic competitors to complete their own production capacity in order to meet the
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international customers’ orders. The entry of similar chemical products is free and no
restriction exists, but with respect to processed leather, some restrictions limit imports.
However they believe that free trade on the world market facilitates their presence in the
world market because they have the potential for further growth in the market.

5-3-6- Case Number 1006: DOODEH SANATI PARS

Topic 1: Brief history of the firm, its activities and position in the domestic market
The firm was established in 1986 by the National Industry Organization and put into 
operation in 1994. The main product is black carbon in six grades. The main customers are 
automotive parts manufacturers, particularly tire and rubber pieces. Many other manufacturing
firms use black carbon as a main raw material, particularly in the rubber industry. The firm
changed from a state-owned firm to a private joint stock company by selling its shares on the
Tehran Stock Exchange. The majority of the shares belong to two investment firms (National
Security Investment Firm and Petrochemical Investment Firm) and the shares are traded on
the Tehran Stock Exchange. They started their international operations in 1996/97 through
trading firms that were active in the export market. Gradually, they started to present their
products directly to the market through participation in international exhibitions and by
establishing relationships with potential customers.

Topic 2: Entrepreneurs’ (owner/manager) characteristics and motivations
The interviewee started with this firm as the senior supervisor, and then became the
production manager and planning manager. At present, he is the commercial manager. He is
chemical engineer specialized in petroleum refining and a graduate of Tehran University.

Topic 3: Entrepreneurs’ perception of international market opportunities
The main shareholders of the firm are two investment firms (Social Security Investment Firm
and Petrochemical Investment Firm) and its shares are traded on the Tehran Stock Exchange.
The firm’s activities in the international market depend upon its objectives. The main
objective of the firm is to return profit in the form of dividends to the shareholders.
Therefore, since the exportation is not as profitable as sales in the domestic market, the export
activities depend on the annual forecasted sales and domestic market demand. However, from
the interviewee’s point of view, opportunities exist in the international market, but due to the
objective of the firm, priority is given to sales in the domestic market. Therefore, they have
limited exportation to a level that enables them to maintain relationships with foreign
customers.

Topic 4: Entrepreneurs’ social network; information benefits
Although the firm is a private firm, its nature and management structure differentiates it from
private firms founded or established by one or more entrepreneurs. The shareholders select the
management of the firm every two years. Therefore, the main sources of information about
market opportunities are domestic traders, international exhibitions and customers.

159



Topic 5: Entrepreneurs’ motivations, attitude and behavior
The primary motivation of the firm to enter the international market was the domestic traders’
knowledge of the market demand for black carbon that resulted in orders to the firm for
exportation. Meanwhile, since the firm needed to repair and renovate its machinery in 1994-
1995, due to lack of foreign exchange, the management decided to extend export activities. 
Therefore, in addition to domestic traders, the firm decided to export directly to earn foreign
currency. Since the demand in the domestic market was not stable and the import of similar
products was free, the management decided to keep relationships with foreign customers at a
certain level to give them the possibility of future business. However, at t present, they are
exporting directly or indirectly (through domestic traders) to Pakistan, Turkey, Saudi Arabia,
Bahrain, Dubai, Canada and Germany, etc. As soon as they are informed of an opportunity,
the commercial manager contacts the customers or traders and keeps them informed about
production, specifications and prices.

Topic 6: The Firm’s Characteristics & Motivating Forces
The firm was established on the basis of domestic demand and availability of the raw material,
a petroleum derivative. In fact, this raw material is a petrochemical byproduct that is very 
valuable for the black carbon industry. From the interviewee’s point of view, access to a
domestic source of raw material has both advantages and disadvantages. It is advantageous
because of easy access and lower prices. Its disadvantages are related to the fact that it is a
petrochemical waste product, which lacks quality control. In order to solve the problem, the
firm has to control and justify the quality according to the standards required for production.
As the country is an oil producer, all the facilities are arranged for exportation of the oil 
derivatives, while importing the raw material is very difficult due to lack of transportation and
storage facilities. Therefore, they prefer to buy the raw material from domestic sources and 
make necessary modifications in their own factory to upgrade the raw material for production,
thereby avoiding extra costs. However, they have recently been facing some problems in
purchasing the raw materials from the domestic sources because prices have increased by 50%.
Despite the increase in raw material prices, domestic prices have been fixed due to some
regulations. Therefore, the profitability of domestic sales has decreased. However, they have
gradually increased the export prices, which are still competitive internationally. The total 
production capacity of the factory is 20 thousand tons per year, of which 10 thousand tons
were exported last year. This year, a maximum of only 4 thousand tons are allocated for
exportation.

Topic 7: Entrepreneurs’ characterisitcs and selection of entry mode and market
The managing director and board members of the firm are selected by the shareholders, who 
are mainly interested in profitability in the domestic market. The main reason leading the firm 
towards exportation was lack of foreign exchange. At the primary stage this objective was
implemented through domestic dealers who were active in the international market. After this
stage they received some orders from foreign customers, which resulted in more exportation.
Based on the market knowledge obtained during this period and feedback received from 
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customers, the commercial manager launched his marketing program by focusing on
participation in international trade fairs, which led to increased exports. But this year, the
management decided to limit exports and increase domestic sales.

Topic 8: Entrepreneurs’ perception of general national conditions; economic freedom and
entrepreneurial conditions
In this firm, due to the attractiveness of the domestic market and higher profitability, priority
is given to domestic sales. The raw-material price increase has forced them to increase the
product prices, which due to regulations, could not be as high as the raw-material price
increase.

Topic 9: State of competition in the industry; freedom of entry
The main competitor of the firm is a domestic firm that has higher production capacity and
belongs to the same shareholders. They also have a good potential export market, but have
limited exports. Though the entry of similar products is free, the main players in the black 
carbon market are the domestic manufacturers. Therefore, the managing director of this firm 
is a board member in the other firm.

5-3-7- Case Number 1007: CYLON

Topic 1: Brief history of the firm, its activities and position in the domestic market
The founder established his first firm in 1979 after his return from the USA. After 20 years, in
1995, he established the present firm on the basis of his more than 20 years of work and
experience. The founder is the owner and the managing director. Within a very short period
after establishment of the firm, they started exporting. The main products are different types of
garments that are produced according to the order. The firm has exported nearly all its
products since its establishment. Entering the international market has been the main and
primary objective of the firm. 

Topic 2: Entrepreneurs’ (owner/manager) characteristics and motivations
The founder/managing director returned to Iran from Arizona, USA, after graduating in
management in 1979 and started his personal business that same year. Backed by more than 20
years of personal experience in the textile industry, he founded the present firm in 1995. He is
Chairman of the Textile Industry Export Association.

Topic 3: Entrepreneurs’ perception of international market opportunities
From its establishment, the main objective of the firm was to enter the international market.
Therefore, after succeeding in the domestic market, the founder decided to enter the 
international market and established the present firm for this purpose. He has been very
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successful in the international market. Despite a general crisis threatening the textile industry
in Iran, he has managed to lead the firm as a successful exporter because he has always been
focused on the international market. Although there is still a great demand for their products,
he is not interested in developing any more business in Iran. Therefore, in order to keep the
position in the market, he has transferred his capital to Canada and established the same
business in Canada.

Topic 4: Entrepreneurs’ social network; information benefits
Because of his position as Chairman of the Export Association, his experience and his
education he has very good and widespread relationships with the main players in this
industry. He has access to information about market opportunities, which has enabled him to
be very successful in the international market. The company has exported 100% of its products
since the date of establishment.

Topic 5: Entrepreneurs’ motivations, attitude and behavior
The main motivation of the entrepreneur in entering the international market was his belief 
in, and knowledge of, the international market, and the fact that the domestic market was
saturated. He has used all his information, experience and relationships to succeed in the
international market. The main policy that leads the firm in all of its activities is “customer-
satisfaction”. In order to achieve this, the firm focused on providing high-quality products, fair
prices and good after-sales service. This competency in achieving customer satisfaction
depends upon his experience, market knowledge and potential capability of creating and
developing good relationships with customers.

Topic 6: The Firm’s Characteristics & Motivating Forces
The firm has 170 employees and two board members. The founder/managing director is the
decision-maker in the firm. Customer-orientation has been the main objective of the firm 
since its establishment. The founder was very successful in the domestic market, but due to
market saturation and certain problems in the domestic market, he decided to establish this 
export firm. The firm is very well organized and has well-qualified employees. Production is
based on customer orders, and since they are working with their old customers, they do not
need to produce samples. There is no plan for further development of the firm in Iran;
therefore, they are not seeking new customers through marketing. The entrepreneur has
shifted his business to Canada through direct investment and establishment of a similar firm in
Canada.

Topic 7: Entrepreneurs’ characterisitcs and selection of entry mode and market
Based on good market knowledge and experience, the entrepreneur focused on middle-class
requirements and attempted to supply high-quality products at fair prices to this segment of
the market. The main customers are distributors and wholesalers in the European market. He
has established very strong relationships with his customers and transactions between them are
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based on trust and knowledge. The main target markets are France, Singapore and Canada. He
is a qualified manager who has acquired market knowledge over more than 30 years in
business. Traveling to many countries and knowledge of different tastes and fashions has
enabled him to realize the firm’s commitment to customer satisfaction.

Topic 8: Entrepreneurs’ perception of general national conditions; economic freedom and
entrepreneurial conditions
Instability in the domestic market has caused him to cease development of his business in Iran.
In his view, many different problems in the domestic market make it difficult to make a profit 
through manufacturing. There are many different businesses in Iran in which higher profits 
can be made; therefore, if you are interested in production, you are not able to develop it such
a way that it can be profitable. Based on this outlook, he has transferred his capital to Canada 
and invested in the same business there.

Topic 9: State of competition in the industry; freedom of entry
Freedom of entry exists for similar products, and from the entrepreneur’s point of view and
very cheap, poor-quality textile import products from China have distorted the domestic
market to the point where a majority of the domestic producers are in danger of bankruptcy.

5-3-8- Case Number 1008: PAYABAF

Topic 1: Brief history of the firm, its activities and position in the domestic market
The business is a family business that was established nearly 50 years ago by the father of
interviewee (managing director). In 1973 it was a small business that produced nylon and
curtain fabrics. In 1990, the interviewee and his brothers transformed their father’s small firm, 
gradually developing the business and moving to a new location.

Topic 2: Entrepreneurs’ (owner/manager) characteristics and motivations
The managing director is the main decision-maker in the firm. He started work in the family
business. He has a good knowledge of the domestic market and is very concerned about the
international expansion of the firm. After the collapse of the Soviet Union and liberalization, a
big market with a population of 300 million was created in the CIS countries. This
opportunity along with high competition in the domestic market attracted his interest in the
international market.

Topic 3: Entrepreneurs’ perception of international market opportunities
He is very concerned about the international opportunities. As soon as he was informed of
new opportunities in CIS countries, the managing director decided to enter the market.

Topic 4: Entrepreneurs’ social network; information benefits
In order to realize their export ambitions, they relied on information received from his friends.
They started exporting through one of his friends living in Moscow, but he failed in his first 
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attempt. However, in 1996 they entered the CIS market through another friend who had a 
good knowledge of the market. After several years of cooperation, their cooperation is based
on mutual trust. Their dealers send their orders on the basis of knowledge of market demand,
and the firm produces, packages and delivers the orders. The dealer also transfers money to the
firm.

Topic 5: Entrepreneurs’ motivations, attitude and behavior,
Competition in the domestic market is very intensive; therefore, most of the domestic
producers that sell on the domestic market have sent their products to the CIS market because
it is a very large and attractive market for all producers. As soon as the managing director was
informed of the changes occurring in the CIS market, he contacted one of his friends in
Moscow in order to collect information about market opportunities. Though he did not
succeed in his first attempt, based on the knowledge acquired he managed to conclude a
contract with a dealer specializing in the CIS market. Their share of the CIS market is around
3 to 4%, which is quite big for this firm. Competition in this industry is very intensive and in
addition to Iranian competitors, Turkish firms are active in the CIS market. Although they are
not directly involved in marketing in CIS countries, they implement all of the export
procedures in Iran and send the cargo to target market.

Topic 6: The Firm’s Characteristics & Motivating Forces
They started the new business by installing four sets of machines, specifically for knitting 
curtain, and then gradually increased the number of machines every year.  They now have 50
machines in their factory. The machines are made in Germany (Karl Meyer) and are very
expensive. The factory is working 24 hours per day and employees only have two weeks
holiday per year. Although the efficiency of the workers and the factory is very high, they are
using the full capacity for new orders and still have to install new machines. They have
internalized the whole process by installing a spinning section that produces the yarn. In
addition to spinning stage, they have the fabric completion stage, which is one of their
advantages over their competitors, who do not have this stage. In fact, they have completed all
the process in their factory, which enables them to reduce costs. 90% of the production is
designed by the firm’s designer and 10% is produced according to orders.

Topic 7: Entrepreneurs’ characterisitcs and selection of entry mode and market
The managing director is a businessman with more than 20 years experience in the market.
His main objective, the development and growth of his business, has been achieved by
installing new curtain knitting machines. He reacted immediately to the opportunities created
in the CIS market by starting cooperation with a dealer active in that market. Though he
failed in his attempts, he trusted this dealer and allocated all of the factory capacity and
resources to meet the market requirements. Punctual delivery, high quality and competitive
prices are the advantages that support the firm in its international activities
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Topic 8: Entrepreneurs’ perception of general national conditions; economic freedom and
entrepreneurial conditions
The domestic market is highly competitive. There are several domestic producers, and imports 
are unrestricted. The intensive competition in the domestic market has led many of the 
producers to enter the international market. In this way, the competition has shifted to CIS 
countries and has become more intensive due to the presence of foreign products, particularly
Turkish. Though the entrepreneur believes that their products qualify for presentation in the
European market, he believes that general national conditions in Iran do not favor Iranian
exporters. In fact, he believes that Turkish exporters are more attractive for European
importers. Therefore, he is focused on the CIS market and attempts to protect and develop his 
market share in CIS countries.

Topic 9: State of competition in the industry; freedom of entry
The competition is very intensive, not only in the domestic market, but at the international
level. In contrast to many other textile products, Chinese producers have still not entered the
curtain market, mainly because machinery is very expensive. The costs include machine costs,
raw material and labor. The Chinese could be competitive in workers wages. In this case, the 
government should support this industry through subsidizing part of the costs.

5-3-9- Case Number 1009: NIMA

Topic 1: Brief history of the firm, its activities and position in the domestic market
This firm was established nearly 25 years ago and is specialized in production of pullovers. The
production line includes the complete process: spinning, dyeing, weaving, and sewing. They 
started exporting in 1990 and are at present exporting more than 90% of their products 
(300,000 pullovers per year). The other 10% goes to the domestic market and is distributed
through a famous chain of clothiers. The firm is a family business and belongs to the father-in-
law of the interviewee and his brothers.

Topic 2: Entrepreneurs’ (owner/manager) characteristics and motivations
The interviewee, who is the managing director of the firm, has started work in this firm nearly
five years ago when he married daughter of one of the founders of the firm. He is a university
graduate and holds a B.Sc. in computer science. He started working at a large textile factory
when he was 18 years old. He also has his own business, a trading firm active in importing raw
material for the textile industry. Due to his professional background, he has very good 
knowledge of the textile industry, both the domestic and international markets.

Topic 3: Entrepreneurs’ perception of international market opportunities
He believes that competition in the textile market is very intensive and that the only way to 
survive is awareness of market opportunities. But due to structural problems, production and
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manufacturing is not economical and profitable in Iran. In his view, there are many other
businesses in Iran that are much more profitable. Due to long experience and good market
knowledge, he believes that there are international market opportunities for the company, but
different domestic barriers prevent them from seizing the opportunities.

Topic 4: Entrepreneurs’ social network; information benefits
The entrepreneur’s friends in Europe are the main sources of the information for the firm. 
They know the European market very well and have offices in Germany and France. These
offices have been active in export and import to Iran, and their relationships with the
managing director have led to their involvement in the textile industry. They are mediators
between the firm and the customers, who are wholesalers and department stores in Germany
and France. All production is planned according to orders.

Topic 5: Entrepreneurs’ motivations, attitude and behavior
The main motivation of the entrepreneur is his belief in international business, and uncertainty
and instability in the domestic market. This is why the firm has focused on export orders and
more than 90% of its production capacity is allocated to export markets. In fact, all of the firm
resources are allocated to exports. The production line is organized for order-controlled
production. For example, when they receive an order for pullovers, all the different stages of
production will be planned precisely for to meet the agreed delivery date. Since all the stages
of production are under the control and possession of one family, it is easy to plan and
organize. Each pullover is produced in 6 different sizes. Every product is inspected for quality, 
and the managing director does the final quality control by sampling. Quality and punctual
delivery is the main objectives of the firm in its international business. The orders are usually
delivered via the offices in Germany of France.

Topic 6: The Firm’s Characteristics & Motivating Forces
The factory is old and is equipped with 18 sets of knitting machines. The firm has internalized
the production process from spinning to sewing, which from the managing director’s point of
view, is a big competitive advantage. The (annual) production capacity is 300,000 pullovers,
but this could be increased through outsourcing. The firm is the biggest pullover producer in 
the Iranian market and exports more than 90% of its products to European countries
(Germany and France). Due to the age of the equipment, efficiency and productivity are not
very high, but they attempt to make up for this weakness by training the labor force and
implementing very strict quality control processes. The have the potential to increase
production capacity because they import the machinery and always have several machines
ready for installation. But they are not planning for the development of the firm. They usually
lend these machines to other businesses, and when they receive orders in excess of the factory
production capacity, they outsource production. However, they control the whole process
from raw material to sewing according the same criteria adopted in the firm. This policy is
more economical for the firm because it exempts them from employment costs such as taxes
and insurance. Generally speaking, the firm makes agreements with the sub-suppliers to
purchase their annual production capacity. The main disadvantage of this policy is this fact that
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sub-suppliers do not share in the risk.  However, from the managing director’s point of view,
despite all these policies, exporting is not profitable. Due to high risk and insecurity, they are
not following any specific plan for development of production capacity and prefer to work on
the basis of outsourcing.

Topic 7: Entrepreneurs’ characterisitcs and selection of entry mode and market
The managing director is a young man who has a longstanding experience of the textile
industry through work in big textile manufacturing firms and from running his own textile 
raw-material import business. Based on this experience and knowledge, he has used his
relationships in the European market to access market information and opportunities. Two
offices in Germany and France are responsible for finding customers and getting orders.

Topic 8: Entrepreneurs’ perception of general national conditions; economic freedom and
entrepreneurial conditions
In the managing director’s view, they have the possibility to access more international market
opportunities, but due to some domestic barriers, hesitate to use the opportunities. The main
problem is that, compared to other business activities, production is not profitable. The rules,
regulations and economic conditions do not support production. Tax, insurance and the
growing rate of inflation have increased the cost of production to a point where prices are not
at all competitive in the international market. And if prices are kept at competitive level, there
is no profit margin. The other problem is the lack of financial and non-financial governmental
support for producers and exporters.

Topic 9: State of competition in the industry; freedom of entry
From the managing director’s point of view, competition in the domestic market is very 
intensive, but if the international performance of the firms is taken into consideration, it is 
evident that few are successful in the international market. Nima is a firm that manages to 
export more than 90% of its products. In addition to domestic competitors, there are many
different producers all around the world that supply products to Iran. In this respect, he refers
to the Chinese products, which despite low quality, command a market share and influence
the market because they are inexpensive. And, owing to the high inflation in Iran (at least 
30%), the situation is aggravated because they are not allowed to increase prices. On the other
hand, since the Chinese government subsidizes the textile producers (25 to 50% of exporters),
the Chinese producers have managed to upgrade their machinery. Most of the Iranian
producers are unable to do the same, due to lack of financial resources and have therefore lost
their competitiveness in the market.

5-3-10-  Case Number 1010: BLACK PEARL SEAFOOD GROUP

Topic 1: Brief history of the firm, its activities and position in the domestic market
The founder of the firm started working for his father-in-law nearly 10 years ago in one of the
southern ports of Iran, Bandar Abbas. After 5 years (in 1999), he started his own business,
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establishing a new firm in another southern port, Bandar Bushehr. Two different types of
shrimp are shipped from these two ports. The Bandar Abbas shrimp are large and the market
for them is Japan, where the demand for headless large shrimp is high. The target markets for
the small and medium Bushehr shrimp are European countries. Two different consumption
patterns require different types of shrimp. The large-size shrimp are sea-caught, while the 
small and medium-sized are farmed.

Due to the importance of the freshness of raw material before processing and packaging, the
founder of the firm has established two processing plants in locations that enable them to
receive both the sea-caught and aquaculture shrimp and fish of high quality and freshness
within the shortest time.

The total production of shrimp in Iran is 22,000 tons, of which 12,000 tons are farmed and
10,000 tons are sea-caught. Since demand for aquaculture shrimp and fish is growing, more 
seaside lands are allocated for processing shrimp. In order to meet the market demand, the
managing director has established two processing plants near the seaside:

Kesht va Sanat Bushehr, located near the fishing port of Genaveh, and the Heleh shrimp
aquaculture zone, with the capability of processing, packing and freezing 20 kt of fish and
shrimp.
Tangestan Pearl, located close to the fishing port of Ameri and also to the Mond shrimp
aquaculture zone.

Cooperation between these two firms and Black Pearl is of a networking nature, completing
the network of cultivation, processing and exportation of different types of shrimp and fish. In
fact, Black Pearl has invested in small plants producing shrimp and fish through providing and
supplying the food for shrimps and fish (larva). In exchange, they deliver all of their products
to Black Pearl for exportation.

In addition to maintaining its relationship with producers in the aquaculture zone that 
provides shrimp, the firm has to develop and stabilize its relationships with fishermen. In this
respect, they have domestic groups in many different fishing areas that have the responsibility
for collecting and purchasing sea-caught fish and shrimp. The sea-caught shrimp price has
increased 7 to 8 times in 5 years.

Topic 2: Entrepreneurs’ (owner/manager) characteristics and motivations
The founder of the firm is an electrical engineer graduated in the UK and has more than 20
years of experience of working as an operational manager in a large European food industry.
His policy is based on customer satisfaction and customer trust. That is why he deals directly
with customers who are main food distributors in Europe. He regularly visits customers after
each delivery in order to hear their views about the quality, packaging, etc. Creating and
developing relationships with customers is the main purpose of regular visits.
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Topic 3: Entrepreneurs’ perception of international market opportunities 
The establishment of a new firm in Bushehr five years ago when he was working with his
father-in-law indicates that he is very sensitive to international market opportunities. His 
knowledge of European market demand for shrimp, arising from more than 20 years in large
food industry enterprises in Europe, enabled him to start a new business of which the
objective was solely to export.

Topic 4: Entrepreneurs’ social network; information benefits
Although living, studying and working in the food industry in England and Europe for more 
than 20 years enabled the entrepreneur to establish a business to meet the market demand, his
marriage with a girl whose father was in the seafood industry had a greater role in leading the
entrepreneur to the establishment of a seafood processing industry.

In addition to the family business that has been the main source of his information about this
industry; the entrepreneur believes that his participation in international food industry trade
fairs, particularly the Brussels food industry exhibition, the largest such fair, has provided him 
with international market knowledge. Participation in this exhibition, five years ago, gave
them knowledge of the main international players in the seafood industry. Interaction and
communication with these firms enabled then to bring supply and demand closer to each
other. They regularly participate in this exhibition and consider it their main source of
international seafood market knowledge. The founder of the firm believes that the quality of
the products coupled with very strong customer partnerships has helped them to maintain
their market leadership in the seafood industry. 

Topic 5: Entrepreneurs’ motivations, attitude and behavior
The entrepreneur’s motivation for international market presence is a combination of different 
factors. The nature of the industry and products that have very limited domestic demand,
profit and willingness for international business are the main motivations of the entrepreneur.
He launched his marketing campaign by participating in the largest food industry exhibition in
Brussels. Participation in this exhibition brought him in contact with the tow or three main
wholesalers of shrimp, of which one is distributing nearly 80% of the total shrimp production
of the firm.

With respect to the fish products of the firm, they are regularly marketing more than 20
different types of fish. The target markets for fish are different and depend on the type and
quality. For example, this year they have introduced three new lines of fish, of which one is 
exported only to Japan, because no other countries consume this type. They have also
presented samples of the fish to several customers at the Brussels exhibition. Up to now, from
the feedback they have received, they have realized that there is a good demand for this type 
of fish in Portugal. They sent more samples, and after negotiations and agreement on prices,
they will start to export. They are also exporting cheap fish for which there is no domestic
market to Malaysia and Bangladesh, which have good markets for these products. Knowledge
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of market demand, the basis of their international activities, is mainly gained through
participation in the Brussels exhibition and through their business partners. Generally, as soon
as they find a business partner, the managing director invests his effort in developing and
sustaining the relationship through regular visits and meetings. They also do their best to
modify products according to customer demand. For example, in Spain, shrimp should be
supplied in head-on and shell-on shape and in a special red color. The Iranian shrimp is white;
therefore, in order to meet the market demand they have negotiated with several experts and
come to the conclusion that they can change the color by adding something to the shrimp
food.

Topic 6: The Firm’s Characteristics & Motivating Forces
The business is a combination of processing industry and international business and marketing
that has been organized in three different firms with fifty permanent employees working in 
two aquaculture zones. The total capability of processing, packing and freezing, equipped 
according to the latest European standards, is 60 kt (20 kt in Kesht va Sanat Bushehr and 40 kt
in Tangestan Pearl Co.

In addition to the aquaculture fish and shrimp, they supply sea-caught fish and shrimp to the
market, which necessitates close relationships with fishermen. They have collection teams
located in the region who are responsible for the purchase of sea-caught fish and shrimp. They
collect 3 to 4 kt per day. Another characteristic of this business is that it is seasonal. This means 
that they are culturing for four months and collecting during two months; therefore, the
production capacity is planned for picking capacity. It does not mean that they are working at
full capacity during the year.

From the managing director’s point of view “quality”, “management” and “planning” are the
main competencies of the group, because they systematically apply Total Quality Management
at all stages of production and in every aspect of their business. Through established HACCP
and DAP systems, monitoring and controlling each stage of production is done on all sanitary
and quality aspects from the time of catching fresh fish and shrimp. The Quality Assurance
Department has the responsibility for overseeing all stages from catching to final packing,
according to the very specific requirements of customers. In addition to these internal quality
control systems, the Iranian veterinary organization, equipped with extensive laboratories, is in
full coordination with their resident veterinarians at each processing plant, ensuring the EU
requirements and standards at all times. Regarding the pricing policy, it should be mentioned
that the price of shrimp, which is a commodity, is regulated by an international exchange. The 
wholesalers’ price is less than market price.

Topic 7: Entrepreneurs’ characterisitcs and selection of entry mode and market
Although the entrepreneur is an electrical engineer, his role is more influenced by his
experience as a manager in the European food industry. They usually meet and select their
business partners at international food exhibitions that provide the possibility of meetings,
negotiating and finally interacting with wholesalers and distributors. With respect to shrimp,
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they are exporting almost 80% of their products to Europe through one wholesaler. Market
selection also depends on the type of product and knowledge of consumption patterns in each
country. They are exporting approximately 100% of their products to different destinations, 
mainly Japan and EU countries.

They have also started exporting to the USA. The US generally imports shrimp from 6 big
exporters. These 6 countries are direct trade partners with the US, but since imports have
posed a threat to domestic producers, the US government has imposed a 20% duty on
imports.

Through a 20% levy, import is limited; but this does not have a negative effect on demand in
the market. Therefore, since demand is not reduced in the US, the firm plans to enter the US
market. Export to the US will be aided by the firm’s main business partner.

Topic 8: Entrepreneurs’ perception of general national conditions; economic freedom and
entrepreneurial conditions
Although shrimp prices in the domestic market are higher than in other countries, the
entrepreneur is not interested in selling in the domestic market because he believes that the
domestic market is not appropriate for business. They have several domestic producers that are
active in aquaculture. The firm has several domestic competitors; private stock firms that are
actually state firms. They have not been successful in the world market, because they lack
knowledge of marketing and have caused many problems for the firm, particularly with 
respect to prices.

Topic 9: State of competition in the industry; freedom of entry
Although the aquaculture fish and shrimp industry is growing, competition in the processing
industry is at present limited to several domestic firms, of which most are government firms.
Regarding the international market for shrimp, competition in this industry is limited to those
countries that have coastal access. In fact, the geographical conditions have limited
competition. Due to lack of marketing policy and international business knowledge, the firm’s
domestic competitors have not been successful in the international market. In contrast, they 
have very strong international competitors that are concentrated in six countries; Thailand,
India, Vietnam, Ecuador, China and Brazil. These competitors export million tons of shrimp
every year. The domestic market for shrimp is not very large, because shrimp is still considered
as a luxury. Therefore, competition is focused in the world market. The main competitive 
advantage of Persian Gulf shrimp is the flavor, which differentiates it from the others. In order
to make the best use of this advantage, the managing director attempts to drive the firm by
clarity of vision, innovation, initiative and proactivity in order to strengthen their position in 
the world market. They have already completed their second processing center, with a
processing capacity of 40 tons of fish and shrimp per day, which increases their share of the

171



seafood export market from 16% to 35%. The quality of products, coupled with strong
customer partnerships, helps them to maintain their market leadership in the seafood sector.

5-3-11- Case Number 1011: SECO IRAN

Topic 1: Brief history of the firm, its activities and position in the domestic market
The firm started production under the sole license from SECO, Italy, in 1976. They are
specialized in production of galvanized profiles for doors and windows, partition, fence,
facade, false ceiling, office furniture, PVC profiles for doors and windows and rolling shutters.
The majority of the shares belong to Iranian investor and a small percentage to SECO Italy.
All of the building products are manufactured in the factory and then transported to the
construction sites for installation. They also have a contract with a French firm for importing
electric motors for automatic doors. The construction industry has grown in Iran over the last
30 years, and since they are the sole manufacturer of galvanized profiles in Iran, they have
been very successful in the domestic market during this period. They have approximately 300 
employees working in three shifts. 

They have always been interested in export, but it has been very difficult because of the nature
of the products (doors, windows). They are working on an order basis; therefore, they always
have to send their engineers to construction sites to take measurements, because very small
mistakes cause problems in delivery. They started exporting after the collapse of the Soviet
Union to some of the CIS countries such as Kyrgyzstan, Turkmenistan, Azerbaijan, etc. They
send their engineers to the sites of construction projects and have been successful in providing
good service. They have also exported profiles to Malaysia, Pakistan, Thailand and Italy.

Topic 2: Entrepreneurs’ (owner/manager) characteristics and motivations
The interviewee, the commercial manager, has started her cooperation with the firm nine
years ago. She has an MSc in Economics (Planning and Development) and experience of
working in trading firms.

Topic 3: Entrepreneurs’ perception of international market opportunities
The founder of the firm is very interested in market opportunities and the supply of new
products, which is why he reached a licensing agreement with SECO in Italy to supply a 
completely new product. He is still concerned about new products and always follows changes
in the market demand. A management team including 15 members influences the process of
decision-making in the firm. In order to upgrade production they have started negotiation
with SECO in Italy for the purchase of technology for a new galvanizing system.

However, new systems (PVC) have replaced the galvanized profile in Europe. Although the
domestic market demand is still high for galvanized profile, in order not to lose the market
share, they have purchased a production line for PVC products. Part of the reason for
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innovation is a very competitive domestic market in which customers are always looking for
new products. In this respect, they regularly participate in international exhibitions to gain
information and learn about market opportunities.

Topic 4: Entrepreneurs’ social network; information benefits
The domestic market demand in general and the firm’s customers are the firm’s main sources
of information. Product diversification and product modification on the basis of customers’
demands are the main policies guiding the management of the firm. Exhibitions and agents are
the other sources of information. In addition to the customers, the commercial manager uses
the Internet for collecting information and data about changes occurring in the industry.

Topic 5: Entrepreneurs’ motivations, attitude and behavior
“Growth” is the main motivation of the firm in its international activities. In addition to this, 
perceived opportunities have been identified as a motivating factor. As soon as they are
informed of an opportunity, they make plans to visit the project site or attend an exhibition
that is related or close to the market.

Topic 6: The Firm’s Characteristics & Motivating Forces
The firm was established under a license agreement with an Italian firm, SECO, which
supplied new technology to the construction industry through production of galvanized
profile. The galvanized profile was a new product in the Iranian market, and since the
construction industry was booming in Iran, they were very successful in increasing their sales
in the domestic market. Although they are basically working on the basis of orders, they also
have standard products. They don’t have any stock and production is planned according to the
orders and projects. The total production capacity is approximately 300 thousand square
meters per year. 300 employees work in three shifts.

To meet the market demand, the firm’s strategies include product diversification and 
modification. They have concluded another agreement with SECO in Italy to produce new
galvanized profile. They have also concluded another license agreement for the production of
PVC profile, which is more expensive than galvanized profile but competitive with aluminum
products. The main customers are construction firms, contractors and assemblers. In addition
to these customers, they export their products to SECO firms in other countries. This type of
export is not very profitable; therefore, they prefer to assume responsibility for entire projects.

Three years ago, when they realized PVC products were being supplied to the domestic
market, the management decided to start negotiations with the suppliers of PVC lines. In
search of a qualified partner, they concluded an agreement with an Austrian firm that resulted
in development of a factory and installation of new machines in a new building. The
shareholders finance the development process. The main factors that prohibit the expansion to
new markets arise from the nature of the products, which are heavy and have a large volume.
The main competitive advantages of the firm are the quality of the products, good service and
price.
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Topic 7: Entrepreneurs’ characterisitcs and selection of entry mode and market
Most of the firm’s managers are university graduates who are very well experienced in 
industry and trading activities. Decisions are made by a management team of 15 members.
After contracting a new project, the technical committee collects necessary information about
the project and sends it to the board of directors for final decision-making. With respect to
international market selection, entry depends upon the environmental conditions of the target
market as an appropriate market for galvanized profile. The second criterion is the level of 
construction activity in the country and the third is geographic distance from Iran. Initially,
they prefer to participate in the exhibitions in order to contact potential customers and
identify their requirements. Up to now, most of the firm’s exports have been targeted to the
neighboring countries, because of lower transportation costs and subsequently greater
profitability. They have also exported profiles to SECO firms in Turkey and Malaysia that
have that the technology to use these materials. They have also implemented projects in
Turkmenistan, Kazakhstan and Armenia. The export share of total sales is 17%.

Topic 8: Entrepreneurs’ perception of general national conditions; economic freedom and
entrepreneurial conditions
Demand for construction activities has been booming in Iran over the last 30 years, which has
been very good for the development of their business. Although the domestic construction
market has always been competitive, their access to new technology has always strengthened
their position in the domestic market. However, the growing competition and entry of new
products and technology in the domestic market forced them to look for new customers for
their old technology in other countries. Neighboring countries such as CIS countries,
Afghanistan and Iraq are their main export markets. However, in order to keep their market
share in the domestic market, which is very attractive to other producers, they managed to
import new technologies through license agreements. The shareholders finance all of these
development projects.

Topic 9: State of competition in the industry; freedom of entry
The domestic market is very competitive, which is one of the reasons why they always aim at
supplying new products and meeting the customers’ requirements. They regularly participate
in specialized international trade fairs to update their products and technology. New
technologies are generally bought on the basis of license contracts; sometimes exclusive
contracts that support their position in the market.

5-3-12- Case Number 1012: DASHT NESHAT

Topic 1: Brief history of the firm, its activities and position in the domestic market
The firm was founded in 2000 with private funding from the managing director on the basis
of a feasibility study for export. Therefore, several market studies were completed by the 
interviewee (the vice president) about the world market for tomato paste and apple
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concentrate. It was concluded that the project economically feasible and that there was a good
international market. Based on these studies, they were able to borrow from the Export
Development Bank.  The firm is active in the food industry and the production lines were
imported from Italy and Switzerland. The production line for tomato paste was imported from
Italy and has two options; hot filling and cold filling. The tomato paste production capacity is
very high, which makes it unique in the region. The fruit juice production line was bought
from a Swiss firm that has a patent in this field. They have purchases a second production line
from the same Swiss firm for fruit juice concentration. This project was implemented in less 
than eighteen months.

Topic 2: Entrepreneurs’ (owner/manager) characteristics and motivations
The founders of the firm are university graduates holding MSc degrees in different areas;
industrial management, food industry and finance. They have more than 20 years of
experience in different industries in Iran. This firm has been established on the basis of the
findings of a research project assessing the world market for tomato paste, fruit juice
concentrate and fruit puree.

Topic 3: Entrepreneurs’ perception of international market opportunities
The international outlook of the founders of the firm resulted in establishment of this factory.
In the first year of production they managed to export to most of the European and African
countries. The main sources of information about international market opportunities are
international exhibitions, brokers, dealers and the Internet. As soon as they are informed of an
opportunity they follow it very carefully and contact the customers. Although they receive
fortuitous orders, they aim at creating long-term relationships with the customers. For 
example, they sell tomato paste to Heinz through an Egyptian firm. Before any business
agreements were reached or orders placed, they came to Iran, visited the factory and
controlled the quality of the product. They concluded that tomato paste manufactured in this 
factory has the highest quality; the taste of the tomato is much better than that of competing
products. Tomato pastes are exported in bulk to other businesses for the next process.

Topic 4: Entrepreneurs’ social network; information benefits
The main sources of information about market opportunities are international exhibitions,
brokers and agents who are active in the European market. They have also made proper use of 
the Internet as a source of information.

Topic 5: Entrepreneurs’ motivations, attitude and behavior
Perceived opportunities were the main motivation for establishment of the firm. Therefore,
everything in the firm is planned to achieve competitiveness in the world market. The
production lines were purchased from the well-known suppliers of machinery in Italy and
Switzerland. The employees are very well trained and organized for high efficiency. Based on
the information gathered from different sources, they managed to export to more than 30
countries, mainly in Europe. The main competency of the firm is the product quality, which
differentiates them from their international competitors.  They also have higher prices; 20%
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more than Chinese products. They have managed to export to different countries in Europe
and Africa. As soon as they are informed of opportunities, they do their best to attract the
customer. They usually invite the customer to visit the firm and production line. This enables
them to attract customers and create relationships.

Topic 6: The Firm’s Characteristics & Motivating Forces
The production lines were imported and installed during 2001. Trial production started in 
2002, and in 2003 the firm started to supply products to the market. The firm has two 
production lines: 1) tomato paste, with an annual production capacity of 30 to 35 thousand
tons in two options, and 2) fruit juice concentration, with 600 tons of apple and 300 tons of
pomegranate per day. Nearly 95% of the production is exported. Tomato paste is exported in 
bulk and without brand. In fact, it is exported almost exclusively to other businesses. The high
quality and particularly flavor and prices are their competitive advantages. On the domestic
market, they use a special brand and have some new projects for installation of a fruit juice line
and a fruit puree line. Production depends directly on weather conditions and the supply of
raw material to the factory. On average, they are working at 60 to 70% of total capacity and
sometimes they have worked at 5% more than full capacity. Although the factory has created
strong motivation among the farmers for just-in-time delivery of tomatoes, some gaps still
exist, because the farmers have still not adapted to the industry.

Topic 7: Entrepreneurs’ characterisitcs and selection of entry mode and market
The three board members who are decision-makers in the firm are all university graduates in
different areas; industrial management, food industry and finance. They have more than 20
years of experience in industry. The firm exports all of its products to other firms. Customers
have been introduced by brokers or colleagues or have contacted the firm at trade fairs. 
Products are exported either directly or indirectly through brokers or agents to another firm
that completes the production process. Most of the European countries are target markets of
the firm. They have also recently launched marketing campaign to enter the very attractive
American market.

Topic 8: Entrepreneurs’ perception of general national conditions; economic freedom and
entrepreneurial conditions
The founders of the firm do not believe that they are facing any barriers for development and
growth in the domestic market. Although in the beginning of the project, based on a 
feasibility study, they managed to use a bank loan to import and install their product lines,
they have not been successful in attracting foreign investment. They believe that although
potential exists for new investment, either domestic or foreign, it is deterred by high risk and
uncertain profitability. They have faced different issues in their export activities that are more
preventive than proactive. Transportation is one of the main issues that influence the
performance of the firm in its international activities. Delivery of raw material to production 
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lines and delivery of orders to customers in other countries are some of the problems the firm 
is now facing.

Topic 9: State of competition in the industry; freedom of entry
Competition in the food industry, in tomato paste and fruit juice, is very intensive in the
domestic market, as it is in the international market. The domestic market is open to imports
of similar products, but since the infrastructure for exporting is not established to the extent
that it is for importing, the competitive conditions do not benefit Iranian exporters. Last year
they exported around 15 to 16 thousand tons from Fars Province, which is unusually high and
practically more than customs authorities are able to deal with.

5-3-13- Case Number 1013: KHAK TALAEE TOUS 

Topic 1: Brief history of the firm, its activities and position in the domestic market
The firm was established in 1998 with the objective of exporting. They do not supply 
anything to domestic market. The main product is molybdenum trioxide, and other by-
products of molybdenum. The idea for establishment of the firm stems from research
conducted by the founder. In searching for natural resources and mines in Iran that have
international markets they discovered that among 20 countries that have molybdenum mines,
only eight countries have significant resources. The eight countries are: China, Chile, Russia, 
Canada, Kazakhstan, Armenia, Iran and the United States of America. From the beginning, a 
group of university students and professors cooperated. According to the founder, in the 
beginning, they did not have enough money to equip the factory; therefore, they rented
premises, designed and built one furnace and started production. They sold the sample product
to a Japanese firm that categorized it as a very high-quality product. This initial success
prompted them to start production. The firm is privately owned by the founder. On the basis
of this success in processing molybdenum, he managed to borrow approximately USD 2.5 
million from the bank to start a development project that was completed last year. He believes
that they can repay this loan by the end of next year.

Topic 2: Entrepreneurs’ (owner/manager) characteristics and motivations,
The founder of the firm is an Iranian university graduate in commercial management. He had
been working in the polymer industry for many years in Khorasan Province, where there
were many problems because all products were supplied solely to domestic market. Therefore,
they launched a research project to identify the natural resources and mines in Iran for which
there is an international market. In fact, his experience in a polymer firm made him aware of
the importance of international markets. The entrepreneur describes himself as very ambitious,
innovative and proactive – someone who wants to be the best.

Topic 3: Entrepreneurs’ perception of international market opportunities
Knowledge of international market opportunity was the main reason for the establishment of
the new firm by the entrepreneur. He used all available resources to build a factory of world 
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standard. From the beginning, construction of furnaces and equipment and production were
planned and implemented under the direct control and participation of a group of graduates
and professors of Sharif University, the leading university of technology in Iran. He believes
that if Iran wanted to become a member of the WTO, Iranian firms should first of all practice
international business. Therefore, the main objective of his new business was exclusively to
export.

Topic 4: Entrepreneurs’ social network; information benefits
According to the entrepreneur, the main sources of information about market opportunities
are market research, colleagues and customers. Meanwhile, since suppliers of molybdenum are
limited to eight countries, suppliers and customers become known to each other very quickly. 
Therefore, as soon as they started production and sold to some customers, they received orders
from all around the world. Recently, they received an order from an Austrian company that
wished to buy all of their products.

Topic 5: Entrepreneurs’ motivations, attitude and behavior
The main motivations of the entrepreneur are his international outlook, willingness to
participate in international markets, profit and growth. As soon as he became aware of the
potential market for molybdenum all around the world and the existence of molybdenum 
mines in Iran, he made necessary arrangements for establishing the firm and started with
production and installation of one furnace. Molybdenum acts as a hardening agent that
improves the property of steel at high temperature. It is usually used in different industries,
chiefly in chemical, steel and military products. As soon as they produced the sample product
they sent it to a Japanese firm that confirmed the very high product quality. In order to be
competitive in the market, they are aiming at supplying world- standard products of high
quality. All the machinery was made in Iran. For the first time in this industry, they managed
to reduce investment by 80% and labor force by 76%, while at the same time increasing the 
quality of the product. 

Due to the high quality of the firm’s equipment, export has been extended to include design
and production of machinery. They have received an order from Armenia for equipment with
a capacity of 4,000 tons. Meanwhile, since molybdenum processing is prohibited in many 
countries due to pollution, they also received orders from different countries for processing
the raw material. To overcome the pollution problem they have managed to reduce emissions 
by more than 97%. Later, the research group in the factory produced a new product from the
wastage. In the beginning, they did not know that the control process that solved the
pollution problem would also lead them to the production of a new product. They are the
first company in Iran to produce ruthenium, a very expensive agent costing $12 per gram.

Topic 6: The Firm’s Characteristics & Motivating Forces
The firm is situated in Tous, a small town in Khorasan Province in the northeast of Iran. The
heart of the firm is its research and development center, located in the factory. The staffs are
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very experienced and highly educated doctors and engineers who are focused on product
development. Within few next months, three new products, all derivatives of molybdenum,
will be added to the production line. At present, the main products are sulfur-e-molybdenum
and molybdenum III oxide. Molybdenum III oxide is used as the basic material for other 
derivatives of molybdenum. It is often used directly in steel alloys, ironworks and foundries. It
acts as a hardening agent and improves high- temperature properties. Molybdenum III oxide is 
also used as a chemical raw material for sodium molybdate and ammonium molybdate.

All of the machinery has been designed, produced and installed in Iran by Iranian expertise
and engineers. The total annual capacity of the factory is 3,850 tons and there are 50
employees. The production process starts in the laboratory, where two doctors (a chemist and
a metallurgist) control the purity process. The production line is under the control of three
metallurgical engineers and a chemical engineer controls the chemical process. All the 
equipment and furnaces are controlled from a control room at each step. The workers on the
packaging line are all high school graduates. The number of employees has been reduced to a 
minimum with the highest efficiency.

The molybdenum and its derivatives are usually produced in three grades; 1, 2, and 3. The
firm produces only grade 1, according to the customers’ orders. The product is a commodity
and prices are determined on the London metals market.

Topic 7: Entrepreneurs’ characterisitcs and selection of entry mode and market
The founder of the firm is an entrepreneur with more than 20 years of experience in the
chemical industry. The firm was founded and began operation on the basis of findings of a 
research study of natural resources in Iran for which there are international markets. As 
mentioned above, of 20 countries with molybdenum mines, only eight have significant
resources, of which the largest are Canada, the United State of America, Chile, China and
Russia. While only these few countries have the resources and produce the molybdenum
derivative, all other countries are potential customers. From the entrepreneur’s point of view,
marketing of these products is not very difficult. What creates advantage in this market is first
of all world-leading quality, market knowledge, international outlook and commitment to the 
customers. Due to limited natural resources in Iran, the firm has no plans for a development
project in Iran, but they are studying the possibility of joint ventures in Armenia and
Uzbekistan.

Topic 8: Entrepreneurs’ perception of general national conditions; economic freedom and
entrepreneurial conditions
Former experiences of the entrepreneur in the domestic market led him to selection of and
investment in an industry with an international market. Despite some problems, he managed
to realize his vision. He has established a firm with 100% export of high-quality products; a 
firm that is competitive in the world market and has the potential for further development. He 
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did not face any serious problems or barriers in his activities and managed to fulfill his
objectives.

Topic 9: State of competition in the industry; freedom of entry
The firm has one or two domestic competitors that are state firms. What differentiates the firm 
from its competitors is product quality. While Khak Talaee is only producing high -quality
grade-1 molybdenum, its domestic competitors produce all three grades: 1, 2 and 3.
Compared to foreign competitors, they have the same position. Very high quality products
along with a policy of customer orientation in the firm have differentiated them from their 
competitors. The R&D department is very active in the firm and regular supply of new 
products also differentiates them from their competitors. Another advantage of the firm is the
fact that they have produced their own equipment, which is of a very high standard and results
in low emissions.

5-3-14- Case Number 1014: SAROUNEH

Topic 1: Brief history of the firm, its activities and position in the domestic market
Sarouneh P.J.S. Co was bought in 1983 by the present managers. It is located in the heart of
the principle apple growing area in Orumieh in West Azerbaijan province, northwest of Iran.
It has grown to become a major producer of fruit juice concentrate in Iran, offering a 
comprehensive range of fruit juice concentrates including apple, cherry, pomegranate, red and
white grape, pear and kiwi. The firm started to export the same year it was bought.

Topic 2: Entrepreneurs’ (owner/manager) characteristics and motivations
The firm has three board members who are university graduates in agricultural engineering, 
management, and commerce and banking. The interviewee, the firm’s commercial manager,
holds a BA in commerce and banking and has more than 20 years of experience in the foreign
exchange department of a bank and more than seven years working as commercial manager of
this firm. 

Topic 3: Entrepreneurs’ perception of international market opportunities
The firm’s managers are very concerned about international market opportunities. Therefore,
as soon as they are informed of an opportunity in the market, they collect more information 
about the opportunity and study all circumstances in order to support decisions for adopting
appropriate action. To meet the international market requirements, they usually launch new
product development programs and aim at being innovative in the market. For this purpose,
they not only attempt to modify products according to customer orders, but are also prepared
to adjust prices.
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Topic 4: Entrepreneurs’ social network; information benefits
The main sources of information about the market opportunities are the firm’s employees,
who actively identify market opportunities.

Topic 5: Entrepreneurs’ motivations, attitude and behavior
The main motivation of the firm for exportation is growth and development of the firm and
earning foreign exchange, which is necessary for the maintenance and development of the
firm. As soon as they learn about a market opportunity, they begin studying all the
circumstances in order to take the necessary action.

Topic 6: The Firm’s Characteristics & Motivating Forces
In order to produce fruit concentrates according to customer requirements, considerable effort 
is made to preserve natural value. The firm is equipped with modern processing equipment,
press machines, evaporators and pasteurization equipment from Alfa-Laval. The firm produces
one of the finest quality products, by international standards. Advanced systems and good 
international communication have enabled an ideal production system, which helps them to
recognize and eliminate deficiencies. This process guarantees the high standard of production.
They want to ensure that their customers consistently receive products of high quality.

The quality control and supervision at all stages of production, from the purchase of raw
material to the delivery of the finished product, combined with the experience and technical
expertise of their laboratory staff, have enabled them to effectively guarantee the quality of the
products. They have a laboratory that is equipped with the latest quality control
instrumentation.

The production capacity of the factory is 12,000 tons of a variety of fruit juices in 30 million
pouches. The firm also produces tomato puree/ketchup and pickles. The fruit concentrate is
mainly exported to Italy, Germany, Russia, Saudi Arabia, Holland, Poland, Austria, turkey,
Japan and South Korea.

The R&D department is continuously engaged in enhancing the quality of the products by
participating in seminars and courses both abroad and in Iran. They are also responsible for
long- and short-term planning and dealing with the customers’ requests and tailoring products
in accordance with individual requirements. The firm also holds most of the standards 
certificates required by Iran for production of fruit juice and fruit juice concentrate. The
quality of the products is controlled according to EEC standards confirmed by GFL Berlin.

Topic 7: Entrepreneurs’ characterisitcs and selection of entry mode and market
The interviewee, the commercial manager, is a university graduate in commerce and banking
and has more than 20 years of professional experience as the manager of the foreign exchange
department of a bank. This means that he is completely familiar with the banking system and
can solve related problems. In searching for new customers, they are also looking for new 
geographical markets. At present, they are exporting to many different countries such as Italy,
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Germany, Holland, Austria, Poland, Turkey, Russia, Japan, South Korea and Saudi Arabia 
through agents. They also deliver directly to customers in several other markets. 

Topic 8: Entrepreneurs’ perception of general national conditions; economic freedom and
entrepreneurial conditions
The management of the firm believes that participation in the world market is very important 
because the competition in the domestic market is very high. Therefore, in order to achieve
planned growth and maintain their profitability, they have to enter the world market. They
are exporting more than 90% of their products to many different countries and believe that
more opportunities exist for them in EU countries, the USA, Russia and Korea.

Topic 9: State of competition in the industry; freedom of entry
Competition in the fruit juice industry is very intensive. In addition to several large domestic
producers, all well-known brands are available in the market. Import of international products
is unrestricted.

5-3-15- Case Number 1015: IRAN SYSTEM 

Topic 1: Brief history of the firm, its activities and position in the domestic market
Iran System was established in 1985 by two partners, one of whom is the interviewee. They
started by designing software and very soon added hardware to their activities. They are the
first producers of PCs in Iran and also the first firm to equip them with bi-lingual systems.
Later, they produced communication equipment and extended their activities to consultancy.
Due to the diversity of activities, they decided to change the legal structure of the firm and
divide it into several different firms. Consistent with this decision, they established a firm in
Austria in 2003 to develop activities in the world market. The mission of this firm is to 
provide IT and management consulting and systems integration by setting up strategic
partnerships with regional international firms. Their medium and long-term objectives are
world-market oriented, while in the short term they are focusing on the domestic market
because the telecommunications industry is booming in Iran and international firms are aiming
at entering the domestic market.

Topic 2: Entrepreneurs’ (owner/manager) characteristics and motivations
The interviewee, who is one of the founders of the firm and chairman of the board, is a 
university graduate who holds a Master’s degree in computer science. He has 23 years of
experience of management in the ICT industry.

Topic 3: Entrepreneurs’ perception of international market opportunities
With respect to the nature of the industry, the chairman believes that they need to cooperate
with international firms. Even at the national level, big ICT projects are preferably contracted
to domestic firms that have foreign partners. However, they already have cooperation with 
different firms; license agreements, strategic alliances and joint ventures.
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Topic 4: Entrepreneurs’ social network; information benefits
They are cooperating with many different types of international firms at different levels and
have thereby managed to cooperate with other firms in providing services in other countries.
Due the international nature of ICT projects, they have used their partnerships and 
cooperation with international firms to advantage in running very big projects in Iran. 

Topic 5: Entrepreneurs’ motivations, attitude and behavior
Their main motivation in international activity is promoting their capability, knowledge, and
experience so as to qualify for running big projects in Iran. But in the long term, they believe
they have to extend their activities at the international level. Based on these motives, they
have concluded several license and joint venture agreements with international firms to run 
major projects in Iran or to cooperate on projects with other firms. They have also established
a firm in Austria in order to extend their activities, management consulting and systems
integration, at the international level. At present, they are cooperating with firms from
Germany, Italy, Belgium and running project in Dubai, Romania, Egypt, Jordan and Malta.

Topic 6: The Firm’s Characteristics & Motivating Forces
The firm is a holding firm including several sister firms specialized in different areas:

Iran System Geomatics; specialized in modern satellite technology and remote measuring,
communication, telecommunications in GIS and remote measuring systems. It is the
representative of India Space Center and establishes overland receiver stations of space
information.
Iran System Information Technology; specialized in preparing information systems for
firms and organizations.
Iran System Manufacturing; specialized in producing electronic equipment applied in
various industries and providing high-quality OEM services. 
Haseb System Consulting; specialized in management consulting, informatics and
industrial automation. 
Comkar System Communication; specialized in manufacturing power and
communication equipment.
Avanoc IT & Management Consulting Gmbh; specialized in management consulting in
ICT, systems security consulting, project management, etc. 

Topic 7: Entrepreneurs’ characterisitcs and selection of entry mode and market
The chairman is specialized in computer science and has more than 20 years of experience in 
IT management. Their international activities are primarily focused on technology
cooperation (license agreement) and consequently, due to the domestic market requirement,
have shifted to running projects both in Iran and other countries. However, from the
chairman’s point of view, their knowledge of international activities is very poor and they
need to gain more experience. They have started it through license agreements and joint
ventures with several firms in Germany, Italy, Belgium, India, etc., and are running projects in
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different countries such as Dubai, Romany, Egypt, Jordan and Malta. However, they are
focused on domestic market projects and cooperation with different international firms has 
enabled them to run very big projects in Iran that they would not otherwise have been able to
obtain.

Topic 8: Entrepreneurs’ perception of general national conditions; economic freedom and
entrepreneurial conditions
From the chairman’s point of view, the domestic market is booming because, according to the
Five Year National Development Plan, almost USD 20 billion is being allocated to the ICT
sector. This is very attractive, not only for the domestic firms, but also for international firms. 
The market is very competitive, not only with respect to domestic firms, but also because the
telecommunications firm (government firm) is encouraging the participation of international
firms and their partnerships with Iranian firms for implementation of projects. 

Topic 9: State of competition in the industry; freedom of entry
The competition in this industry is very intensive and the numbers of firms are growing. Firms 
must qualify by being graded by the Informatics and Electronics Council. Although this
certificate controls the number and quality of the firms active in this industry, too many firms
have been certified by the Council. In addition to domestic firms, due to the nature of the
industry and in order to promote the quality of the projects, international firms have been 
recently invited to participate in national projects.

5-3-16-Case Number 1016: ROSE POLYMER

Topic 1: Brief history of the firm, its activities and position in the domestic market
The managing director established the firm almost 15 years ago during the Iran-Iraq War on
the basis a research project. Due to the national conditions and lack of foreign exchange, he
decided to focus on industries that are not dependent on imported materials and have a
competitive advantage. Therefore, owing to the specialty of the founder, a chemical engineer,
the firm focused on the products and by-products of oil refineries. Therefore, they designed
and produced machinery. At that time, the project had one advantage and one disadvantage;
they did not need foreign exchange for import of raw material, so they were able to start their
project immediately, but they had to buy the raw material from the government, which was a 
very long and bureaucratic process. For import, the only problem was lack of foreign 
exchange, while purchasing from the government presents many different difficulties.
However, he had no choice, and he started the project and established the factory in the
Isfahan Industrial Zone. At that time, the target was production of 3,000 tons of semi-refined 
paraffin wax. But very soon, due to lack of raw materials, he had to launch new products. At
present, the firm is producing five different products that are mainly used as raw materials in
the cosmetics and pharmaceutical industries. Due to limited domestic market demand and 
excess capacity, they began exporting from the second year on the basis of the competitive
advantage of Iranian in oil industry.
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Topic 2: Entrepreneurs’ (owner/manager) characteristics and motivations
The founder of the firm is a chemical engineer who graduated from one of the best
universities in Tehran. Before establishing his firm, he worked as a manager in different firms. 

Topic 3: Entrepreneurs’ perception of international market opportunities
The idea of founding the factory was based on the competitive advantage of the oil industry in 
Iran. He started exporting in the second year after establishment. He believes that good
opportunities exist in the world market for oil derivative by-products because oil resources are
available in few countries and all other countries need these products. But because of
uncertainty about international trade regulations and the decisive role of the government in
the supply of raw material, he has always attempted to maintain a strong presence in the
domestic market and keep the firm’s market share. According to the managing director,
although profitable, export sometimes involves high losses that jeopardize the existence of the
firm. In such cases, they have to stop exporting and focus instead on the domestic market.
Sometimes, exporting has been more profitable and since they need foreign exchange, they
have increased their exports. But during the last three years the government has fixed the
USD exchange rate and due to inflation, their costs have increased by more than 20%. This 
has caused major problems in meeting foreign customers’ demands. However, one of the
challenges the managing director is always facing is to balance domestic and international
market demand for the firm’s products. 

Topic 4: Entrepreneurs’ social network; information benefits
His first experience in the international market was dispatch of a cargo to Italy through one of
his friends. That was a very bad experience. Their first successful experience was with
Pakistan, which is still one of their target markets. They received orders from Pakistan and
they sent trial orders to Pakistan. But, regular exportation did not start until he found an
acquaintance who could ensure him that payments would be duly made. They send goods to
this person and he sells them in the market and sends the money back to the firm. However,
in his view, their main sources of international market opportunities are their customers and
distributors.

In his view, exportation requires an efficient and flexible banking system that facilitates
transactions between exporters and importers. Not only is the banking system in Iran not
qualified for this purpose, but the managers do not know enough about the export process and
are not able to use the banking system. Therefore, he decided to employ a Pakistani as the
export manager. This person is qualified for this position and is able to create good 
relationships with customers.

Topic 5: Entrepreneurs’ motivations, attitude and behavior
A small domestic market and lack of foreign exchange have been their primary motivations for
pursuing international activities. They were the first producer of semi-refined paraffin wax,
white petroleum jelly and white oil (liquid paraffin) in Iran, but now they have several
competitors in Iran. After sending several cargos to different countries, they received many
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orders from different countries and realized that demand exceeds their production capacity.
On the other hand, since their products are suitable for use in the cosmetics and
pharmaceutical industries, they face a very specialized market, which demands market
knowledge. Up to now, they have managed to meet minimum quality standards required by
the customers, either for the product or the packaging. But, he knows that the market is
competitive and customers are demanding more and better products. Therefore, the managing
director believes that without innovation, both in products and packaging, they are unable to
meet the customers’ demands.

They started their international campaign by identifying the cosmetic producers with the help
of Iranian embassies in different countries. Later, they communicated with them via fax and
mail, and sent their catalogues to introduce their products. They have advertised in different 
magazines and on the Internet; the latter has been more effective than the former. They have
also participated in different exhibitions all around the world. They have tested all of these
methods, but at present, the interviewee believes that the most effective procedure, once the
potential customer has been identified, is to send samples and then visit the customers in order
to create relationships.

Topic 6: The Firm’s Characteristics & Motivating Forces
The factory was established on the basis of the founder’s technical knowledge and experience.
The machines were designed and produced in Iran. Forecasted production capacity is 3000
tons. The first product was semi-refined paraffin wax, a raw material for the candle and match
industries, waterproofing of canvas, paper industries and coating industries. Due to shortage of
raw materials, they had to diversify products; therefore, in addition to paraffin wax they
produce four other products:

White oil/liquid paraffin used as raw material in cosmetics, pharmaceutical and bakery
industries and also for coating eggs and fresh fruits and vegetables, anti-dust agents,
lubricants for textile machines and processing oils 
White petroleum jelly used as raw material in cosmetics and pharmaceutical industries
Granulated paraffin used in tire industries, and
Natural sodium petroleum sulfate used in metalworking lubricant, leather and textile
processing oils, ore flotation agents, grease additives, printing ink, etc.

At present they have 250 employees, including employees at the factory in Isfahan, the central
office in Tehran and offices in Isfahan and Bandar-Abbas. On the production line they have
both specialists/engineers and blue-collar workers, but in the laboratory, only service and
quality control engineers are working.

Topic 7: Entrepreneurs’ characterisitcs and selection of entry mode and market
The founder is a chemical engineer with good market knowledge and long management
experience in domestic industries. His first export venture, through one of his friends in Italy, 
was not successful. He believes this failure occurred because of lack of knowledge about
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exporting and export process. They have tried different ways of introducing themselves and 
their products to new markets (explained in topic five) and mainly started their exportation
through dealers in different countries. But after more than fifteen years of exporting to more
than 50 countries, they have come to the conclusion that dealers are not a source of
information and market knowledge for exporters, nor do they benefit customers. By excluding
the dealers, not only are they saving 10 to $20, but their customers are in turn able to meet
their requirements with better prices and conditions. Therefore, at the present they are
focusing on identifying the end-users and creating direct relationships with them through
regular visits and by excluding dealers that are mainly located in Dubai. Some of their main
target markets are Pakistan, Bangladesh, Yemen, Indonesia, India, Ethiopia, Tanzania, Kenya,
Nigeria, Madagascar, etc. They have also received orders from Latin American countries; San 
Salvador, El Salvador and Argentina, but they believe that due to lack of production capacity
they are not able to meet their requirements.

Topic 8: Entrepreneurs’ perception of general national conditions; economic freedom and
entrepreneurial conditions
From the managing director’s point of view, the firm’s success depends on innovation both in 
product and packaging, product development and production capacity development. But since
the firm is dependent on the government for its supply of raw material and the government
never ensures them of an adequate supply, they are not able to run their new project for
development. In fact, what in the beginning motivated them to start the business has since
become the biggest barrier in their development. Although they buy the raw material at world
prices from the Iranian National Oil Firm, they are not able to import the raw material; not
because of import restriction, but because of lack of facilities for import of oil by-products that
should be imported in large quantity. In this regard, the government has allocated facilities to
import of 2 or 3 strategic oil products, primarily petrol, of which Tehran’s weekly
consumption is more than the annual requirements of the Rose Polymer Firm. In fact,
although the entrepreneur is able to provide all conditions required for running the
development project, he has still not launched his project because of uncertainty about the
supply of raw material by the Iranian Oil Firm. 

With respect to the present national conditions, three alternatives exist for the firm. 
1. The government adjusts its foreign exchange policies; because with the fixed rate of

foreign exchange, producers are not able to continue the production.
2. The government guarantees the supply of raw material; in which case they launch their

development project and expand their company.
3. To gradually downsize the firm and eventually wind it up. 

Topic 9: State of competition in the industry; freedom of entry
In the beginning, they were the sole producers of paraffin wax, white petroleum jelly and
liquid paraffin, but now they have several domestic competitors. Due to their importance and
role in the domestic market, their objective is to keep their market share. Therefore, in some
cases, the domestic market has priority to the international market. Of course, in some cases in 
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the past, they had to give priority to foreign customers and exportation. Although there are
several producers in the domestic market and the import of similar products is unrestricted, as
explained before, owing to the high quality of domestic products and infrastructural barriers,
no imported products actually exit in the market.

5-3-17- Case Number 1017: PISRANEH

Topic 1: Brief history of the firm, its activities and position in the domestic market
The firm was established in 1990. The founder believes the firm’s success has depended largely 
on human-resources development. Customer satisfaction, quality improvement and
development of multilateral research in production of various electronic/electro mechanic
products are the main objectives of the firm. The founder/owner started this business after
more than ten years of working in different industries as a financial manager. Others who
helped him in this project had little experience, but in his view, all are innovative experts that
can accomplish his vision of supplying new products to the market. They have many
competitors in the domestic market, but from the managing director’s point of view, they are
one of the best and most well-know brands in the market and their market share is between
30 and 40%. Since the electronics industry demands larges volume of a wide range of
components, there are many low-quality and very cheap products in the market. In addition
to domestic competitors, they have foreign competitors that supply their products to the
domestic market. With respect to the Electronic Discharge Machine (EDM), although they
have four competitors in Iran, none of them are comparable and competitive with their
product, mainly where quality is concerned. They have no competitors in the Middle East.
The best EDM machines are made in Switzerland. From the founder’s point of view, if the 
quality of Swiss-made EDM machines is rated 100, their product could be rated 30. 

Topic 2: Entrepreneurs’ (owner/manager) characteristics and motivations
The founder of the firm is a university graduate in financial management who has nearly ten
years of management experience in industry (1981 to 1990). His main objective was 
establishment of a new firm for production of electronics products. He believes in applying
new management practices in his firm and also thinks that human resources are the main
competitive advantage of the firm. Therefore, he has placed all his efforts in attracting and 
training very highly qualified personnel who are able to accomplish the firm’s objectives to
supply new products and create customer satisfaction. Based on this vision, the firm has a large
R&D department with 25 personnel who are developing new products based on market
research. He believes that they have been very successful in attracting market interest and
earning customers’ confidence.

Topic 3: Entrepreneurs’ perception of international market opportunities
The firm has a very good position in the domestic market, but for further development the 
managing director believes that they have to enter the international market. They have
delivered several orders but he believes that they need to allocate more resources to
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exportation. First of all, he is looking for a professional who is capable of launching an
international marketing program teaching them how to meet international market
requirements. He knows that the firm is up against major well-known brands, but he believes
that his firm’s products have very good quality and they could offer competitive prices on the
world market. He is mainly seeking cooperation with a well-known brand to complete their
production.

Topic 4: Entrepreneurs’ social network; information benefits
They are cooperating with several agents in different countries, but from the managing
director’s point of view, they are not qualified enough to identify the opportunities.

Topic 5: Entrepreneurs’ motivations, attitude and behavior
The main motivation of the entrepreneur is his willingness to gain access to, and presence in,
new markets. The other reasons that have led him toward international activities are instability
in the domestic market and the fact that imports from China have distorted the market.
Another reason is this fact that a marketplace of 60 to 70 million consumers is not big enough
for this industry; they need a market of 600 to 700 million. Therefore, they need to extend
their markets. They have exported to different countries such as Afghanistan, Yemen, Iraq,
Malaysia, Russia and several African countries since 1995. But, he is not satisfied with their
performance. He believes that all of this has happened by chance without market knowledge
and determined objectives. They are also negotiating with some firms in India, Taiwan and
Thailand for cooperation, but without results. They have even negotiated with a large Indian
firm for partnership and cooperation in international marketing of the Indian firm’s products,
but they have not accepted the firm’s terms. The Indian firm is targeting the Iranian market
and wants to enter this market with their cooperation. They have also had meetings and
negotiations with a Swiss firm specialized in production of EDMs. While quality is
comparable, their prices are much lower than their competitors’ prices, but they have not 
reached any agreement for further cooperation. He is not disappointed and believes that they 
will be successful if they can find the right person to manage their marketing activities.

Topic 6: The Firm’s Characteristics & Motivating Forces
The factory is situated in Sari, in the north of Iran, and the head office is in the capital,
Tehran. They have 82 employees of which 25 are working in the R&D department, which
from the founder’s point of view is the heart of the firm because their success mainly depends 
on their capability of supplying new products. Many of the employees are women who have
key positions in the firm. The founder believes that women in Iran are more determined, 
hard-working and better at planning. His wife is the financial manager, and several women
engineers work in the quality control, production and R&D departments. However, he 
believes that this is one of their success factors.
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In order to improve the production capability, they have run several courses in the firm. In
one of these courses, run by the quality manager of Nissan in Iran, their firm was identified as 
one of the best in comparison with 130 to 140 firms that have conducted these courses. From
his view, none of the firms they have worked with have managed to improve productivity as
quickly as Pishraneh. They have no limitations for increasing production because they have a
network of producers that are able to deliver orders according to the firm’s standards.

Topic 7: Entrepreneurs’ characterisitcs and selection of entry mode and market
The entrepreneur is a financial manager but his motive in establishing a new firm was his
belief in the power of human resource in accomplishing very difficult tasks. They have 
examined different ways of entering international markets. In addition to direct and indirect
exporting, they have several agents in different countries. They have also been negotiating
with different firms for partnership, joint venture investment, etc., but these negotiations have
not led to any agreements. Although they are exporting to many different countries in the
European Union, the Middle East, Africa, Central Asia, Pakistan and Turkey, from the 
entrepreneur’s point of view, none of these markets were selected purposely or on the basis of
any certain planning. They also have a website to transfer information to potential customers.

Topic 8: Entrepreneurs’ perception of general national conditions; economic freedom and
entrepreneurial conditions
In the entrepreneurs’ view, the main problems in national conditions arise from government
policies and the lack of planning for supporting the internationalization of the Iranian firms. 
He believes that in other countries, most firms that have been successful in international
activities have relied on government support at some time. Entry of foreign competitors in the
domestic market is free in this industry, but since there is no control on the quality of
products, instability and uncertainty are increasing. The government does not assist producers
and exporters.

Topic 9: State of competition in the industry; freedom of entry
Competition in this industry is very intensive, but it does not mean that customers have access
to better-quality products because no quality control is applied to imports. This means that not
only are domestic producers not benefiting from competition, but also  that consumers do not
have access to better products.

5-3-18- Case Number 1018: SAVEH WHITE CEMENT FIRM (SWCC)

Topic 1: Brief history of the firm, its activities and position in the domestic market
The firm was founded in 1988 and started a project of with cement in 1991. Operations began 
in 1996 with a daily production capacity of 500 tons of premium quality white cement (92%
whiteness). Production technology is purchased from Societe des Ciments Francais, one of the
world’s major white-cement producers. The factory is equipped with the latest technology
and the most modern equipment supplied by some of the world’s well-known manufacturers
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such as FCB of France, IBAU of Germany, H&B of Germany and ABB of Sweden and using
the best quality raw materials, dedicated engineers and highly trained personnel. They started a 
new line in 2002 and increased the production capacity of white cement to over 1000 tons 
per day. The quality of the product complies with Iranian standard, Kuwait standard,
ARAMCO and ASTM and has benefited from such standards as ISO 9002 and ISO 14000,
which has made the firm successful in obtaining a valuable ranking among the most credible
producers of white cement and made their product attractive to consumers. They also
launched a new project for production of gray cement last year that makes the firm the leader
in terms of volume in the Middle East. Denmark has ordered machinery for 70 million euros.
It is a technology contract that includes training. In comparison with other cement firms, this
is the best in terms of technology and volume, 7,200 tons per day. The ratio of white cement
to gray cement in each normal building is between 1/5 and 1/7.

Topic 2: Entrepreneurs’ (owner/manager) characteristics and motivations
The firm was established by the National Industry Organization but it has been privatized and
its shares transferred to the private sector on the Tehran Stock Exchange. The original
managing director is still leading the company and is heading a new diversification project. He
is a university graduate, a chemical engineer with more than 25 years of management
experience in the industry. From the interviewee’s point of view, the managing director is a 
determined, hard-working decision-maker and an efficient leader who has had a great
influence on the foundation and success of the firm. He has created a very friendly work
environment and all of the employees have their own motivation for working in the firm. He
makes the final decisions in all areas and hardly empowers others.

The interviewee, who has full responsibility in international activities of the firm and is the
export manager, started her cooperation with firm almost 7 years ago. She is also a university
graduate in TFL (teaching foreign language). She is fluent in English and has a friendly,
sociable and outgoing personality, which she feels has enabled her to create very good
relationships with their customers and competitors. She has 10 years of experience working in
the commercial area and is also running her own private firm.

Topic 3: Entrepreneurs’ perception of international market opportunities
When she started her cooperation with the firm (1997), the firm had started its export a year 
previously in very limited volume to Persian Gulf countries. The exportable products of the
firm are white cement and clinker (one stage before cement). She works directly with the
managing director. In the first year of her cooperation, they had USD 4.2 million in exports, 
which doubled the following year (USD 8 million) and last year reached USD 10 million. The 
decline in growth has not been due to a reduction in market demand but because of lack of
extra production capacity. In her view, the increased rate of exportation in the first year of her
cooperation was not merely a managerial issue but because of her capability in attracting new
customers and maintaining strong relationships with the old customers. Because of this, the 
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managing director has transferred part of his authority to her (where export is concerned). She 
believes that she has the full support of the managing director in her decisions. And they
believe that, because of uncertainty in the domestic market, they should always be present in
the world market, though at a different level.

For example, at present, because of price increases in the domestic market, the managing
director believes that more resources should be allocated to the domestic market, while the
export manager thinks they should keep their position in the export market because of
uncertainty in the domestic market. Furthermore, she believes an export-oriented firm has
high credibility in the banking system, both in Iran and abroad, as well as among other
domestic organizations. During the last couple of years, the export market has been better than 
the domestic market. There is good reason to shift to the export market, particularly because
the number of domestic suppliers is increasing and domestic demand will decline over the 
next couple of years. In her first year of employment with the firm, the export price was three
times more than domestic price. Gradually, the domestic price increased to a present USD 76
as compared to the current export price of USD. However, in her view, the best policy is
presence in the world market.

Topic 4: Entrepreneurs’ social network; information benefits
The export manger places great emphasis on her characteristics; her friendliness, extroversion,
sociability and outspokenness, and her ability to create close relationship with customers and
competitors. From her point of view, the export manager should be good at listening and
collecting information. She regularly contacts their customers and talks with them just to
collect information and through these connections she manages to gather information about
their domestic and regional competitors. She has realized that their new domestic competitor
has offered lower prices to their customers. Therefore, she managed to adopt the right policy
to keep her customers.

In order to develop her relationship with the main players in the cement industry, to meet
new customers and to know their competitors, every year she participates in an international 
specialized seminar launched by an English cement industry organization (INTERSEN). In
her view, this is the best place to create and maintain relationships with both customers and
competitors. For example, during these seminars she visits people who have given her the
valuable advice to qualify for EU certificates or Saudi Arabian standards. She believes that
without these relationships and assistance, they would never manage to secure their position in
the international market.

Topic 5: Entrepreneurs’ motivations, attitude and behavior
From the export manager’s point of view, the primary motives for international activity and
exportation were higher price and a larger market. But this has change during the past couple
of years, particularly since the domestic prices have increased more than export prices and
demand in the domestic market is booming.  However, the instability and uncertainty of the
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domestic market has led them to adopt a policy of permanent presence in the international
market. In order to meet the growing market demand they increased the production capacity
of white cement from 500 tons per day to 1000 tons. For this purpose they established a new 
production line, 500 tons per day for domestic market and 500 tons per day for export. In
comparison, their main competitor in the Persian Gulf, Ras-el-Kheimeh Cement, has a daily
product of 1500 tons. After a couple of years of competition, she finally met the management
of Ras-el-Kheimeh Cement in the last couple of months in order to coordinate pricing policy.
They agreed to increase prices and she agreed not to enter the Dubai market provided that
Ras-el-Kheimeh Cement buy all clinker produced in SWCC for processing in their own
factory. By this means, she has managed to replace a new customer for the old customer of 
clinker who has cancelled his order. In fact, she managed to increase the export price by 10 to 
15%, which persuaded the managing director to follow her export policy.

Topic 6: The Firm’s Characteristics & Motivating Forces
As discussed before, the firm’s technology is purchased from a well-known French firm
specialized in installation of cement production plants. Last year they increased production
capacity from 500 tons to 1000 tons; 500 tons for the domestic market and 500 tons for the 
export market. In addition to white cement, they produce 80 to 90 thousand tons of clinker
(one stage before the final process for cement), for which there is a very good market in the
region. Clinker production accounts for the extra cement-production capacity that SWCC 
lacks. However, clinker customers have the machinery for the final conversion. The price 
difference between cement and clinker is about 30%. From the export manager’s point of
view, the firm has never had a sales problem. SWCC has always had export orders and has 
sometimes had to deliver from the domestic market line to cover export demand. The
production records are very good; most of the time, the plant is producing at overcapacity
with few stoppages.

Topic 7: Entrepreneurs’ characterisitcs and selection of entry mode and market
The export manager is a young, well-educated and experienced woman with good
international business knowledge who is fluent in English. She is friendly and sociable and has
developed the firm’s relationships with customers. She believes the best way of collecting
information is speaking with customers and consumers and creating relationships. She has the
full support of the managing director in her decisions. They are selling almost exclusively to
consumers. In addition, she always has 7 to 8 customers that are waiting for delivery. She 
believes that this is an effective policy for the cement market, because customers sometimes
cancel orders at short notice and if the firm cannot offset these cancellations, there will be big 
problems in the firm. Form her point of view, collecting money is more important than
selling, because they have very old customers and the terms of payment for these customers
are cash on delivery. Therefore, they have to deliver as much as they can and collect the 
money. Although their customers are big firms, she always monitors deliveries and accounts
receivable to make sure that the customers’ debt does not exceed a certain limit. They usually
get some guarantees from the customer for payments, but she believes that close relationships
with the customers are the best guarantee.
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Since cement is very cheap but very heavy, the best market in her view is the Persian Gulf,
because transportation costs are low and the market for cement is booming. Saudi Arabia and
Kuwait are their main target markets. In Saudi Arabia, their customer is a very big distributor
(belonging to a very influential Sheikh) with more than 20 years of market presence. The
business is based on trust and word of mouth; no contract and no guarantee. Their customer
in Kuwait is Kuwait Cement, a large, well-known firm in the region that has machines for
further processing of clinker. In Kuwait the relationship is also based on mutual trust. SWCC
always has some retail customers. In addition to the Persian Gulf market, they have started
marketing in Toronto, Canada. The latter venture involves problems; transportation costs are
equal to the value of the goods and humidity threatens cement during the long journey from
the Persian Gulf to Canada.

Topic 8: Entrepreneurs’ perception of general national conditions; economic freedom and
entrepreneurial conditions
The main problem in the national market is inflation and instability that threaten all industries
including the cement industry, in which demand is booming. However, the export manager
does not believe the booming market will last for long time, because development projects in
cement firms will increase output to the point where domestic market demand will be met 
within one or two years. Therefore, they need to keep their position in the international
market to be able to respond quickly to market changes. The other problem is a high interest
rate, which has led the firm to use banking facilities in Dubai, but since this requires a
guaranty from the Central Bank of Iran, there have been problems for the firm. 

Topic 9: State of competition in the industry; freedom of entry
They have 2 to 3 domestic competitors but none of them are as qualified as this firm and none
of them are active in the international market. Imports are not restricted, but it is not 
economical; therefore, demand for domestic products is booming. The firm has a very large
and strong competitor in the region; Ras-ol-Kheimeh Cement, with more than 18 years of
experience. Ras-ol-Kheimeh’s production capacity is 1500 tons per day, but because of the 
successful presence of SWCC in the regional market, they had to stop two production lines.
According to the export manager, the two firms did not have good relationships when she
began working for the firm, but during the INTERSEN seminars they contacted each other
and started negotiating healthier competition. Finally, they agreed that SWCC would limit its
presence in the Emirate market and in exchange Ras-ol-Kheimeh would buy its raw material
from SWCC. The export manager says that the main purpose was to create relationships,
which are the firm’s main source of market information. They also agreed to increase prices in 
the region, and because of this price increase, the export market became more attractive.
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5-3-19- Case Number 1019: SHIR VA GAS IRAN 

Topic 1: Brief history of the firm, its activities and position in the domestic market
The firm was established in 1984 and started production in 1988. The production is gas valves
for both households and ovens (ball valves and cooker valves). The establishment of the firm
was supported by the founders’ desire for innovation and construction of a factory without
competitors. It was also supported by the National Development Plan for piping gas to all
towns and villages as a cheap and clean alternative to oil, which also solved the problem of
transportation in a large country like Iran. All of the products are approved according to
international safety standards and for exportation they have also qualified for CE marking and
the German DBGW standard. The firm is the sole producer of these types of valves with all of
the international safety standards. There were five founders, but because of increase in 
investments, the number of main shareholders has increased to 25. However, it is a family
business. Decision-makers are the board members and the managing director, who is
appointed by the board but is not a shareholder.

Topic 2: Entrepreneurs’ (owner/manager) characteristics and motivations
All of the founders of the firm are university graduates in engineering and have years of
managerial experience in different industries as well as a good knowledge of the copper
industry in Iran. The interviewee, the sales manger, is responsible for export activities. She is a
university graduate in business who has been with the firm since 1989. Before that, she 
worked as the export manager of another firm and she moved to this firm because of her 
family’s relationship with one of the founders.

Topic 3: Entrepreneurs’ perception of international market opportunities
She believes that the gas industry is entering a stagnation period in Iran, because even very
small villages now have gas pipes. Therefore, the firm’s domestic market for ball valves is 
limited to new construction. Compared to Iran, which has the second largest gas resources in
the world, consumption of gas in other countries is at a very early stage. Thus, the market in 
the world is growing while the market in Iran is declining. Therefore, in order to protect the
shareholders benefits and guarantee the further growth and development of the firm, they
have no choice but to enter the international market.

Topic 4: Entrepreneurs’ social network; information benefits
They have imported their machinery from Italy and Switzerland and have very close
technology relationships with the Italian firm. They are not under license, but have close
relationships with the technology supplier, who identifies their product as a high-quality
product. In the beginning, they also imported raw materials, which led to more relationships
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with European firms. However, they started exporting to Italy, which is a good market for
cooker valves. They export their products to the largest producer of valves in Italy. The
relationships with this firm were initiated by one of the managers of the Italian firm who is
Iranian. In addition to ball valves, they also export cylinder valves to Sudan.

Topic 5: Entrepreneurs’ motivations, attitude and behavior
The main motivations for exportation are desire for growth, and instability and stagnation in 
the domestic market. They started their international activities by identifying the potential
markets for their product. They produce two types of valves: cooker and ball valves. The 
customers for cooker valves are the European producers of gas ovens. Four to five large firms 
are producing gas ovens in Europe. In contrast to cooker valves, ball valves are a final product
that is installed in homes. Europe is one of the producers of this type of valve and since
European countries have not been piping for gas, they have no market for this type of valve.
But, as producers they have very good experience in marketing and selling ball valves. 
Therefore, they are aiming at identifying the main distributors of ball valves in Europe. Their 
next target markets are the countries that have gas resources. But since electricity is the main 
source of energy in Arab countries that have gas resources, they have shifted to CIS countries 
that have gas resources but are still using very cheap and old valves.

Topic 6: The Firm’s Characteristics & Motivating Forces
The factory is equipped with the high-tech machinery purchased from Italy and Switzerland
and supported by technology and training agreements. The factory is located in Isfehan and
two types of valves are produced: ball valves and cooker valves. The valves are made from 
brass; some of which is imported and the rest is produced by a domestic copper firm. When 
they started production, the entire market demand was supplied by imports from Italy and
Japan. But imports have gradually been reduced, and today only 10% is imported (illegally).

As the main raw material is copper, this industry is affected by the world-market fluctuations.
Therefore, from the export manager’s point of view, the best way to survive in this kind of
industry is adaptation to the world market. Therefore, they always send their engineers and
experts to Europe for training and to update their knowledge of the industry. In addition to
standard machines, they have some special-purpose machines that are made to order. For
example, a clock manufacturer in Switzerland makes the test machine.

Topic 7: Entrepreneurs’ characterisitcs and selection of entry mode and market
All of the founders of the firm have good managerial experience in different areas of industry.
Their main intention in starting this firm was to meet domestic market demands. The
domestic market was booming at the time of establishment because there were plans to pipe
natural gas to all of the cities and villages during a certain period of time. The target markets
for this type of valve are final consumers who need safety valves for internal connection. In
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addition to ball valve used for piping natural gas, they produce cooker valves that are used by
household appliances industries. There are 4 to 5 large producers in Europe. They started
marketing cooker valves almost ten years ago and started exporting to an Italian firm in 1997. 
The relationship was established by one of the Italian firm’s managers, an Iranian.

With respect to ball valves, domestic market saturation has induced them to enter the
international market. From the sales manager’s point of view, for the exportation of this type,
they only have two alternatives: 1) entering directly into the market to reach the final
consumers, or 2) cooperating with valve producers in Europe as sub-suppliers. In the export
manager’s view, the second alternative is more appropriate because European producers 
control the final market for this product and they could not compete with them; therefore,
the best way of the entering the international market is to join a network of suppliers to large
firms. For example, a car manufacturer in Iran has recently signed a contract with a Malaysian
firm to convert the fueling system of cars to gas, and the Malaysian firm is negotiating with
this firm to produce the valves. The interviewee believes it is the best way to enter the
international market because they have all the machinery, technology and very experienced
and well-trained personnel who are able to deliver the orders. Therefore, they are aiming at
entering African and Asian countries through main manufacturers, dealers and distributors in
Europe and Asia (Malaysia). Malaysia is producing valves under license from a Japanese brand
/ KEIZ.

Topic 8: Entrepreneurs’ perception of general national conditions; economic freedom and
entrepreneurial conditions
Instability in the domestic market and market saturation are the main reasons why the firm
began its international activities. When they installed the machinery and started production,
based on some relationships, they managed to prohibit the import of similar products, which
has had a great impact on their success in the domestic market.

Topic 9: State of competition in the industry; freedom of entry
They have 2 or 3 domestic competitors that produce only one type of valve, either a cooking
valve or a ball valve. None of them are as qualified as the said firm and they are not active in
the international market. When they started production, all domestic market demand was met
by imports from Japan and Europe. However, through some relationships, they managed to
ban the import of similar products.

5-3-20- Case Number 1020: DALMAN

Topic 1: Brief history of the firm, its activities and position in the domestic market
The firm was established in 1977 to import, distribute, produce and export products for the
electrical-power industry. Initially, the firm’s activities were focused on import and
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distribution. Gradually, production was added and now the firm works with a combination of
all three activities. The founders of the firm, who include the interviewee’s father and his
friends, are engineers who are graduates of Tehran University. Gradually, as the firm grew, it 
became a family business and all the main shareholders including the interviewee are family
members. The products are M.V. drop-out fuse cutouts and expulsion type fuse links that are
used generally in electrical power distribution stations.

Topic 2: Entrepreneurs’ (owner/manager) characteristics and motivations
The interviewee, the managing director and chairman, is the son of one of the founders of the
firm. He graduated from university in mechanical engineering seven years ago and worked
with the firm as the production manager and quality control manager until eight months ago,
when he  was appointed managing director.

Topic 3: Entrepreneurs’ perception of international market opportunities
The managing director believes that good opportunities exist for the firm in the international
market. If they could identify the main players and establish relationships with them, then they 
would be able to gain information about opportunities. He also believes that the further
growth of the firm depends upon their participation in the international market.

Topic 4: Entrepreneurs’ social network; information benefits
Since these products are usually ordered and purchased through international tenders, their
main sources of information are either international magazines that publish tender
announcements or agents in different countries who have access to information about
government tenders. In fact, from the managing director’s point of view, there are different 
sources of information; therefore, their main objective is the identification of different sources
of information and collecting data from different sources.

Topic 5: Entrepreneurs’ motivations, attitude and behavior
The main motivation for participation in international markets is growth, experience and
reference for future jobs. The main customers are the distributors of electricity. Therefore,
their policy in each country depends on the legal nature of the electricity distributor. In most
countries, the distributors of electricity are governmental firms, but if the distribution
privatized they need to find the main contractors or sub-contractors who provide or purchase
the equipment for electricity stations. They have experience of working with both types,
government firms and contractors, but the managing director feels it is easier to work with
contractors. Usually, the equipment is purchased through international tenders in most of the
countries. Therefore, they are aiming at identifying the sources of international tenders. From
his point of view, by participating in the international market they are competing under
WTO terms and conditions.
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Topic 6: The Firm’s Characteristics & Motivating Forces
The firm was established more than 25 years ago. Because of the nature of the products,
different types of electrical fuses, the managing director says the firm is still growing. They
have always been concerned about upgrading the technology and improving quality. The firm
has 50 employees and five board members who are shareholders. From the managing
director’s point of view, quality is the core competency of the firm and is supported by
competitive price, honesty and customer satisfaction.

Topic 7: Entrepreneurs’ characterisitcs and selection of entry mode and market
The managing director is an engineer who has inherited the business from his father. He has
worked in the firm for more than seven years. It is a family business and all of the main
shareholders are family members who appointed the managing director eight months ago. He
has worked as production and quality control manager in the firm. He knows the business and
believes the best way of entering market is finding sources of information in the market. Since
almost all of the orders for their products are through international tenders, they are focusing
their efforts on identification of the sources of information, either persons or publications.
They also participate in different exhibitions in order to identify information sources. For
example, during an exhibition in Dubai, they established contact with someone who is now
responsible for informing them of international tender announcements published in Dubai.

The managing director believes in variety of the sources of information, and that is why he
uses different sources at the same time. Although the firm has agents who gather information
in different countries, they also subscribe to different specialized magazines publishing 
international tenders. They select their target markets on the basis of market specifications and
the position of the market in international business. For example, when they started the
business they were focused on the Saudi Arabian market because entry into the Saudi market,
due to its high quality demands, is a good reference that facilitates entry into other countries in
the Middle East and Africa. Another reason for selecting Saudi Arabia was proximity.

However, up to now their best market is Iraq. Even during Sadam’s regime they managed to
export indirectly to Iraq through someone who had connection with the government. They
also sent cargos to Iraq before the war. But after the occupation, they had to change their
policy because the Americans are not interested in cooperation with Iranian firms. Therefore,
they are focused on the north of Iraq, which declared independence in 1992. Their main
target markets are Middle Eastern and African countries. Since the government firms generally
have the responsibility of electricity distribution in these countries, they have to focus on
countries that have good relationships with Iran. However, at present 10% of their turnover is
based on international activities. In addition to export, they have entered into subcontracting
and turnkey contracts.
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Topic 8: Entrepreneurs’ perception of general national conditions; economic freedom and
entrepreneurial conditions
In the entrepreneur’s view, the position and relationships of the country in the world have a
direct influence on their international activities, because in most Middle East and African 
countries, distributors of electricity are government firms. Therefore, although they identify
their potential markets, success in the market usually depends on the relationships between
target market and Iran. With respect to the domestic market, the main problem is instability;
therefore, they have to develop their international operations. In the domestic market,
government firms in charge of electricity distribution usually require many guarantees, while 
they are not committed to their undertakings. And since the only criterion for winning
tenders is lower prices, contractors usually quote very low prices and use very low quality
products or even second-hand ones without any quality control.

Topic 9: State of competition in the industry; freedom of entry
They have 4 to 5 domestic competitors, of which the largest is located in Tehran. The foreign
competitors are from China and Taiwan. From the quality point of view, the Chinese and
Taiwanese products are not at all competitive with their product. But, since quality is not
important in the domestic market tenders, it is saturated with low-quality products. Therefore,
firm is gradually shifting towards the international market.
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5-4- Cross - Case Analysis 

As discussed in Chapter One, the main purpose of this study is “to gain a better understanding
of the process of internationalization of SMEs in Iran”. This will be achieved through:

1. clarification of entrepreneurs’ impact via decision-making and leading the firms during the
process of internationalization;

2. identification of driving forces that influence entrepreneurs’ perceptions, decisions and
actions towards involvement in international operations;

3. identification of the factors that influence the entrepreneurs’ decisions regarding entry
mode and market selection.

Therefore, in this section, cross-case analyses are structured in accordance with the frame of
reference and embedded subunits of analysis in order to accomplish the purpose of the study.
However, in order to gain a better understanding of the entrepreneurs’ motivations for
international activities, and consistent with the case narratives, the first topic in this section is
devoted to: 
1. background of the firm – main objectives and motives;

With respect to the first research question37, the second and third topics we deal with are:
2. entrepreneurs’ perceptions of international market opportunities,
3. entrepreneurs’ sources of information about international market opportunities – social

network.

Based on the second question38, the fourth topic is devoted to: 
4. entrepreneurs’ motivation, attitude and behavior in discovery of international market

opportunities.

The third research question39 identifies the fifth topic in this section:
5. entrepreneurs’ characteristics, entry mode and market selection.

Finally with respect to the fourth40 and fifth41 research questions, the sixth and the seventh
topics are defined as follows:

37 Based on the assumption that “the process of internationalization starts through the discovery of 
foreign market opportunities by the entrepreneurs”, the first research question is: “How do the 
entrepreneurs’ social networks affect the process of internationalization of the SMEs in Iran?” 
38 How do the entrepreneurs’ motivations, attitudes, and behaviors affect the process of 
internationalization of SMEs in Iran? 
39 How do the entrepreneurs’ skills and experience affect the realization of the process of 
internationalization of the SMEs in Iran through selection of the entry mode and market?
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6. the firms’ characteristics & motivating forces
7. entrepreneurs’ perceptions of general national conditions and industry position 

With respect to the impact of the entrepreneurs on the process of internationalization of the
firms, a review of the within-case analysis distinguishes two types of firms:

the firms that were established on the basis of entrepreneurs’ knowledge of international
market opportunities,  and
the firms that were established on the  basis of the entrepreneurs’ knowledge of domestic
market opportunities. 

The influential factors that lead each entrepreneur in each stage of decision-making are
identified from each within-case analysis and followed by a table indicating the driving forces 
that lead all firms regarding that specific decision or issue.  Finally, the comparisons of the
cases are focused on the common and distinctive features between two clusters of
entrepreneurs and firms in the process of internationalization.

However, for the purpose of consistency, firms are identified with the code numbers used for
identification in previous sections (5.2 and 5.3). Each section is divided in two parts: the first 
part is devoted to summary of with-in case analysis and the second part provides the analysis of
information.

5-4-1- Background of the Firm – Main Objective and Motives

In this section we are dealing with the background of the firms and the main motives of the
entrepreneurs in establishment of the firms. The section begins with the summary of within-
cases analysis and follows by the cross-case analysis.

Summary

Case number1001:
The firms was established (1995) on the basis of founders’ knowledge from the domestic 
market demand, knowledge of related industry and relationships with well/known suppliers of 
technology and machinery in the industry.

40 How do the entrepreneurs’ perceptions of the firms’ characteristics affect the process of 
internationalization of the SMEs in Iran? 
41 How do entrepreneurs’ perceptions of domestic environment and state of industry affect the process
of internationalization of the SMEs in Iran? 
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Case number 1002:
The primary object of the establishment (1975) of the firm was importing goods and
providing the related services in the same industry. In fact the managing director established
the firm on the basis of his knowledge from domestic market demand, knowledge of industry, 
lack of local producer and appropriate domestic environment. Later (1979), they shifted to 
production due to increasing market demand for security and detection systems and import
prohibition. However, for a period of time, they have been the sole producer in domestic
market due to growing competition and based on market research, they launched new
products, audio door phones under the license of a Korean company.

Case number 1003:
The founder started (1982-83) his business as the representative of the largest manufacturer of
the textile machinery in Iran. After 10 years, he shifted to production and established his first
spinning factory. Due to market demand he established his second spinning factory after 7
years. Both of these factories are very active in the international market. Finally, based on his
knowledge of technology and growing international and domestic market demand for non-
woven textile products, he established his third factory based on new technology for
production of non-woven textile. 

Case number 1004:
It is a family business established in 1984 for production of bolts. Due to intensive
competition, they shifted to the car industry and qualified as a supplier the automotive parts 
industry.

Case number 1005:
The managing director has inherited business from his father who was a traditional exporter of
furriery and leather products. Later, the managing director developed the small business by
becoming the representative of a number of multinational companies specialized in the
chemicals industry. After couple of year due to the market demand he started production of
chemical products related to the leather and furriery industry.

Case number 1006:
The company was established by the government due to high market demand (1986) for black
carbon and availability of raw material (by -product of oil). Due to the privatization program
the ownership of the company transferred to the private sector (1994).

Case number 1007:
The founder established the firm in 1995 after more than 20 years of experience and 
knowledge of the textile industry in order to produce and export different types of clothes to
world markets.
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Case number 1008:
It is a family business that was established 50 years ago by the managing director’s father. The
managing director and his brothers transformed the small traditional business to a new
company and imported and installed the new machineries for production of curtain in 1990.
Since then, due to the domestic market problem and uncertainties they have focused their
activities in international market. They gradually have developed their business by installation
of new machineries and increase of production capacity in order to meet international market
demand and at the present they are exporting 100% of the products.

Case number 1009:
The company is a family business that was established 25 years ago for production of different
types of products. The production line includes the complete process: spinning, dyeing,
weaving and sewing. Since 1990, due to employment of the new managing director who is 
the son-in-law of one of the founders, the company’s objectives have been changed so that it 
is focused on international market demand and exporting 90% of total production.

Case number 1010:
This company was established in 1999 by the interviewee. He established this company after 
nearly 10 years cooperation with his father-in-law, who has the same business. The firm is
focused on international market demand for small and medium-sized shrimp and different 
types of fish for which there is no demand in the domestic market. Therefore, they have been
international from inception and are exporting 100% of their product to international market. 

Case number 1011:
Based on his knowledge of growing domestic market demand for construction products, the
founder of the company started production under sole license of an Italian company in 1976
in order to launch new products, galvanized products, in the domestic market. They also had a
license agreement with a French company for import of electric motors for automatic doors.
In order to update the technology, they entered a license agreement for production of a PVC
system that is a new system in construction industry.

Case number 1012:
The managing director established the firm on the basis of a feasibility study for export of
tomato paste and fruit juices in 2002. Machinery with latest technology imported from Italy 
and Switzerland during 2002-2003 and the factory has started production since 2003 and
exporting all its products to international market. Production capacity of the tomato paste is
very high, unique in the region, and is appropriate for international market. 

Case number 1013:
The interviewee after couple of years working as top manager in chemical industry established
this firm on the basis of a research project investigating the natural resources in Iran, which
have international market demand. The firm is established on the basis of knowledge of 
founder from domestic market competencies and international market demand. It has been
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focused on international market demand and is exporting all total products to international
market from inception. 

Case number 1014:
This firm was established by the present managers in 1983 in the heart of the principle apple 
growing area in the north if Iran in order to meet the international market demand. It is the
major producer of fruit juice concentrate in Iran, offering a comprehensive range of products
to the international market.

Case number 1015:
The firm was established in 1985 with the purpose of supplying software and services to the
domestic market. Later, they extended their activities and started production of hardware.
Their medium and long-term objective is the world market while in the short term, they are
focusing on the domestic market. They have established a company in Austria to set up
strategic partnerships with regional international firms.

Case number 1016:
The firm was established almost 15 years ago on the basis of a research project identifying the
industries that are not dependent on importing materials to meet domestic demand. Therefore
the interviewee who is the founder of the firms, due to his technical knowledge and 
experience in chemical industry established this firm that produces different derivatives from 
by-product of oil.

Case number 1017:
The interviewee after couple of years working as top manager in different government
companies established this firm on the basis of his knowledge of domestic market demand for 
electronic and electro-mechanical products in 1990. They are producing different kind of
electronic products and have developed their range of products by launching EDM machines
on the market.

Case number 1018:
The company was established in 1988 on the basis of growing domestic market demand for 
cement. Due to different problems, the factory began operating in 1996. Production 
technology and machineries is imported from France and the company is equipped with the
latest technology and most modern machinery. Production capacity was extended in 2002 and 
production of new product began in 2003.

Case number 1019:
This firm was established by a group of experienced managers who had very good knowledge
of domestic market demand in 1984 and began operating in 1988. Establishment was 
supported by the desire of the founders for innovation and establishment of a factory without
competitors in the domestic market. Therefore, for couple of years they have been the sole
manufacturer and supplier of gas valve to domestic market.
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Case number 1020:
It is a family business and the founder was the father of the present managing director who 
established the firm in 1977 in order to meet growing domestic market demand for electricity
industry. The main objective of the firm was to import, distribute, produce and export 
electricity industry items. They gradually shifted from import and distribution to production
and now are focusing on production. Their customers are mainly electricity distributors that 
generally are government organizations.

Analysis
A review of the within-case analysis indicates that with respect to the impact of the
entrepreneur, the first identifiable and distinguishable issue is: “the main objective and motivation
of the entrepreneur(s) in establishment of the firm” that creates two clusters of the firms (column 1
of Table 5.8): 

Firms established on the basis of the entrepreneurs’ intention for seizing domestic market
opportunities
Firms established on the basis of the entrepreneurs’ intention for seizing international
market opportunities 

On the basis of this criterion, five firms (cases numbers: 1007, 1010, 1012, 1013 and 1014) are
established on the basis of the entrepreneurs’ knowledge (either resulting from experience or
market research) of international market opportunities.

In addition to the first group of five, two other firms are devoting all of their resources to
international markets due to the critical changes occurring in the company (1008: change in
the family business and registration of a new company, 1009: employment of new managing
director who is the son-in-law of the one of the founders).

Case number 1003 is another exception. Based on his knowledge of international demand and
their competitive advantage, the founder established a high-tech factory in the textile industry
almost 5 years ago and is implementing a development project to increase production capacity
of the factory from 14 to 40 thousand units. Therefore, they are focusing on the international
market, because the firm has been developed for this purpose and the production capacity is
much higher than domestic market demand. In fact, these 8 entrepreneurs (first cluster: 1003, 
1007, 1008, 1009, 1010, 1012, 1013, 1014) have started or changed their businesses mainly to 
supply products to international markets.

The remaining companies (12) were established on the basis of the founders’ knowledge of
domestic market opportunities (second cluster: 1001, 1002, 1004, 1005, 1005, 1006, 1011,
1015, 1017, 1018, 1019, and 1020). However, in order to check whether this classification is
meaningful in this section, in addition to cross-case analysis around the topics identified in
within-case analysis, we investigate differences between these two groups.
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5-4-2- Entrepreneurs’ Perception of International Market Opportunities

With respect to the theoretical frame of reference and embedded units of analysis in this
section we analyze the entrepreneurs’ perceptions regarding the international market
opportunities. The section is started with the summary of the within-case analysis and
followed with analyze of findings.

Summary

Case number 1001:
Priority is given to the domestic market. After becoming domestic market leader and due to 
the increased production capacity, exporting to other countries has been taken into
consideration. They see opportunities in the African and European markets. 

Case number 1002:
They started international activities through a license agreement with a Korean firm for
transfer of technology that enabled them to dominate the domestic market. Since they have
been successful in their competition with Chinese products, they believe that they can succeed
in the international market, particularly neighboring countries. Meanwhile, since the price of
their licensed product is cheaper than in Korea, they believe that they have the chance of
exporting to Korea. 

Case number 1003:
The founder considers presence in the international market and export necessary for success. 
The new development project and installation of the new machinery are based on the
entrepreneur’s perception of export. He believes that opportunities exist for them in
international markets because non-woven textile is a new product for which there is a demand
in many different countries. Meanwhile, since they have access to cheap materials, they are
competitive in the market.

Case number 1004:
Since their products qualify for automotive parts industries and they have obtained all
necessary certificates for the international market, they believe international market
opportunities exists for them but they limit their presence due to their obligations to domestic
car manufacturers; 90% domestic and 10% export. However, they consider exporting very
important because it increases the quality and performance of the factory and human
resources.

Case number 1005:
The founder has been involved in international business from the outset. He has also changed
and developed the objective of the firm with regard to the international market. His
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investment in a new factory, in addition to domestic market requirements, has also been
consistent with his objective for presence in the international market.

Case number 1006:
The international activities of the firm depend upon the main objective of the firm,
profitability. With respect to the increase in domestic prices, the management of the company
prefers to reduce their exports in favor of the domestic market. However, they think that
opportunities exist in the international market, but priority is given to the more profitable 
domestic market. They have reduced their export to a level that maintains relationships with
the customers.

Case number 1007:
International market was the main target market of the entrepreneur from the outset. He is
exporting 100% of the products and has good knowledge of market opportunities. But, he has
no intention for further development of his business in Iran; therefore, he has invested in
Canada. He has established his second factory for supplying similar products to the market in
Canada.

Case number 1008:
They are Focused on international market and exporting 100% of their products. After
collapse of the Soviet Union and liberalization of a big market with 300 million people, they 
focused activities on this market. At present, target markets are CIS countries, Iraq and 
Afghanistan.

Case number 1009:
Due to very intensive competition in the domestic market, they have always been focused on 
international market and are exporting more than 75% of their products. They also import
textile machinery and more than 95% of turnover is earned from international activities.  They
consider information of market opportunities the key to success. 

Case number 1010:
The company was established on the basis of knowledge of international market opportunities
with the purpose of exporting aquaculture shrimp and Persian Gulf fish to international
market. Over 95% of the products are exported. They have created good relationships with
the main world food-industry players, who keep them well, informed of international market
opportunities.

Case number 1011:
The founder established the company on the basis of his knowledge of growing domestic
market demand. Their entry into the international market is based on information received
from customers. However, their activities are focused on the domestic market and in order to
maintain their market share they are concluding a license agreement with another company to 
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produce the PVC system. They export to CIS countries and are focusing on the Afghanistan
and Iraq markets.

Case number 1012:
The international outlook of the founder resulted in the establishment of this company. Their
activities are focused on exporting to European and African countries. They are aiming at
identifying opportunities that create long-term relationships with customers. In addition to
direct exporting, they use all the methods to reach the customers; i.e., they export to the U.S. 
through an Egyptian dealer.

Case number 1013:
The factory was established on the basis of research that led the entrepreneur to information
about international market opportunities. However, the willingness and intention of the
founder for being international id identified as the main reason for establishment of a firm that
is international from inception. The factory is organized and planned for exporting 100% of
the products according to international standards.

Case number 1014:
Since the company was established to supply the international market, the founders are very
concerned about international market opportunities. As soon as they learn about an
opportunity they start to collect data and prepare to meet customer requirements.  They are
flexible in modifying the products and adjusting prices according to customer requirements.

Case number 1015:
Due to the very large domestic market they are mainly focused on domestic market demand.
But they have different types of cooperation with international companies such as license
agreements, strategic alliances and joint ventures to meet domestic market demand. They have
also established a sister company in Austria to develop their activities in the world market.

Case number 1016:
Although the company was established to meet domestic demand, high capacity, very good 
quality and the competitive advantage of access to raw materials led them to enter the
international market in the second year of establishment. Due to the type of raw material,
suppliers of these products are limited to few countries; therefore, they believe there will
always be international demand for their products, at least in Asian and African countries.

Case number 1017:
Company has good position in the domestic market and has managed to export some 
products. In the entrepreneur’s view, due to lack of knowledge about international market
opportunities and lack of knowledge of international business, their international activities
have not been successful.
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Case number 1018:
The market for white cement is booming in the Middle East and domestic market. They 
know the customers and their requirements in both the domestic and international markets.
Due to limited production capacity, they always have to balance allocation of resources to
domestic and international demand. Domestic and international prices are the determinant
factor in resource allocation. However, due to growing demand in the region, despite higher
domestic prices, they aim at maintaining a certain level of export.

Case number 1019:
The domestic market is almost saturated for their product (ball valves); therefore, they have no 
choice but to enter the international market. In contrast to a declining domestic market, the 
world market for ball valves is growing because there are very few countries that have gas
pipelines. Therefore, they are very attentive to information about market opportunities.
Regarding the cooker valves, their target market is European producers of the ovens.

Case number 1020:
The managing director believes that very good opportunities exist in the market. So, if they 
can identify and establish good relationships with the main players in the electricity industry,
they will learn about opportunities and international tenders. However, he believes further
development of the firm depends on their success in the international market.

Analysis

All of the entrepreneurs without exception believe that international activities are very
important for their firms, but their approaches to international activities are different and
depend upon the objectives of the firm and their position in the domestic market. Some of the 
entrepreneurs (first cluster: cases number 1003, 1007, 1008, 1009, 1010, 1012, 1013, and 
1014) who have established the firm on the basis of international opportunities, have given
priority to international markets, while for the others, position in the domestic market has
been determinant.  In fact, firms in the second cluster have mainly started their international
activities after development in domestic market. In addition to the main objectives for
establishment of the firms, factors such as large domestic market, higher prices in domestic 
market and profitability are of the factors that have influenced the entrepreneurs’ decision
regarding participation in the international market.

With respect to “international market opportunities” all of the entrepreneurs believe that 
opportunities exist for them in the international market. But they have different views
regarding the proper ways of seizing these opportunities. These issues that identify their
attitude and behavior regarding the international opportunities will be discussed after
discussion about the entrepreneurs’ sources of information about international market
opportunities.
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5-4-3- Entrepreneurs’ Sources of Information about International Market 
Opportunities – Social Network 

In this section we are dealing with the entrepreneurs’ sources of information about
international market opportunities. Similar to the previous sections, summary of within-case
analysis is followed by analysis about the entrepreneurs, sources of information.

Summary

Case number 1001:
The main sources of information about the international opportunities are the company’s
agents in each market and domestic businessmen. Firm has also launched some market
research.

Case number 1002:
Regarding market information, the company mainly depends on participation in specialized
trade fairs, their website, and the information published in specialized magazines/trade press. 

Case number 1003:
Due to the background and experiences, the founder has very good relationships with the
producers of textile industry machinery, and with other textile industry participants. He has
established an office in Germany, which is firm’s the main provider of information. This 
advantage has created good opportunities for them to access valuable information about the
textile industry in Europe. Based on this information about market opportunities, all of the
firms of the group gained access to the latest technology and facilities, and export their
products to different countries.

Case number 1004:
Being a supplier in the car industry has led to cooperation with European car manufacturers.
No more information is provided about the type of relationships.

Case number 1005:
They use all means available to collect information about international market opportunities.
However, the founder’s knowledge of the market and his relationships with suppliers of
chemical and leather industry products is one of their major sources of information.

Case number 1006:
The main sources of information about market opportunities are international  trade fairs,
domestic traders and customers.
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Case number 1007:
As the chairman of the Textile Industry Export Association, he is acquainted with the main
players in this industry, both in the domestic and international markets. His knowledge and
relationships are his main sources of information about market opportunities. 

Case number 1008:
The main sources of the entrepreneurs’ information about international opportunities are their
friends. They started export to Russia through a friend living is Moscow. They entered the
CIS market through another friend who has good knowledge of the market. After several
years of cooperation, their relationships are based on mutual trust.

Case number 1009:
The entrepreneur’s friends in Europe are his main sources of information about international
market opportunities. They know the market very well and have two offices in France and
Germany, which   mediate between the company and its customers in France and Germany.

Case number 1010:
In addition to family relationships that provided market knowledge for the entrepreneur, the
entrepreneur regards his attendance at specialized food industry  international trade fairs,
particularly the Brussels food industry  international trade fair, as his main source of market
knowledge. This fair enabled them to meet the main seafood-industry players. Knowledge of
market demand, their key to success in the international market, is mainly obtained through
participation in trade fairs and from their business partners. Customers are their other source of
information.

Case number 1011:
Domestic market demand and the firm’s customers are their main sources of information
about market opportunities.  International trade fairs and agents are the other sources of
information. In addition to these sources, the commercial manager uses the Internet as a
source of information about innovations and changes in the industry.

Case number 1012:
The main sources of the information about market opportunities are international trade fairs,
brokers and agents who are active in the market. They also make proper use of the Internet as
a source of information transfer.

Case number 1013:
Their main sources of information are market research, colleagues and customers. Since the
suppliers and customers of molybdenum are limited, they become known to each other very 
quickly. As soon as the firm manages to sell to one customer, other customers learn about
them and send them orders.
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Case number 1014:
The main sources of information about market opportunities are the firm’s employees, who
are intent on identifying such opportunities.

Case number 1015:
They are cooperating with many different types of international firms at different level. These 
firms are their main source of information.

Case number 1016:
The first experience in international market was based on information received from a friend
living in Italy. Customers are their main sources of information about the market
opportunities.

Case number 1017:
Their main sources of information are their agents in different countries. However, he
believes that they are not qualified enough to identify opportunities. 

Case number 1018:
Customers and competitors are the main sources of information.  In order to become known
and develop relationships with the main players in the industry, every year they participate in a
seminar launched by an English cement-industry organization. In her view, this is the best
forum for exchanging information with other companies. They believe that without these
relationships, they would never be able to reach this position in the market.

Case number 1019:
They are exporting one of their products to the largest producer of the cooker valves in Italy,
which is a good market for this product. They started cooperation with this company through
one of their managers, an Iranian who has a good relationship with the company.

Case number 1020:
Their main sources of information are either international trade journals that publish 
international tenders, or agents in different countries who have access to information about
government tenders. However, they are looking for other sources of information.

Analysis

Table 5.8 indicates the main sources of the entrepreneurs’ information about international
market opportunities. 
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Table 5.8 Entrepreneurs’ Sources of Information about International Market Opportunities

Case No.

Sources of Information

10
01

10
02

10
03

10
04

10
05

10
06

10
07

10
08

10
09

10
10

10
11

10
12

10
13

10
14

10
15

10
16

10
17

10
18

10
19

10
20 Total

1- Entrepreneurs’ experience and 
knowledge

x x 2

2- Friends x x x x 4
3- Families x 1
4- Colleagues x x x 3
5- Agents x x x x x x 6
6- Customers x x x x x x x x 8
7- Business Partners x x x x x x 6
8- Domestic Traders x 1
9- Market Research x x 2
10-Specialized  trade fairs x x x x x x 6
11- Specialized Seminars x 1
12- Specialized Magazines x x 2
13- Internet / Website x x x 3
14- Competitors x 1
15- Searching for Qualified 
Sources

x x 2

Table 5.8 identifies “Customers”, “Business Partners” and “Agents” as the main sources of the
information. In fact, entrepreneurs in both Clusters identify their business network as the main
sources of information about international market opportunities. In addition to business 
networks, specialized trade fairs are distinguished as another source of information for
international market opportunities. The grey columns (identifying the first cluster) indicate
that in addition to these sources, entrepreneurs in the first cluster also identify their friends,
families and colleagues as the source of information. However, analysis of the data does not
distinguish any distinctive differences between entrepreneurs in two clusters regarding their
sources of information about international market opportunities. It should be noted here that
generally the interviewees were not interested to provide more detailed information about
their sources of information. Two of the samples (1007 and 1020) also believe that they don’t
know or don’t have access to the sources of information.

5-4-4- Entrepreneurs’ Motivations, Attitude and Behavior in Discovery 
of International Market Opportunities 

In this section we are dealing with the entrepreneurs’ motivations, attitude and behavior in 
international operations. With respect to the quality and nature of the information, analysis of
entrepreneurs’ motivation and entrepreneurs’ attitude and behavior is presented in two 
sections.
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Summary

Case number 1001:
The main motivations are growth and growing competition in the domestic market. Other 
issues such as improvement of product quality and position in the world market motivate the
firm in their international activities. As soon as they are informed of an opportunity in the
market they aim at finding an agent or a distributor. In addition to agents, they have a website
that has been very successful in providing information for the company. They have also started
correspondence with potential customers that have been identified. They have also launched
several research projects in different countries and attempted to create a new nutrition culture 
in a market segment in Dubai.

Case number 1002:
The main motivation of the founder is his interest in production, national pride and presence
in the international market. Profit is also a motive, and they aim at extending their presence in
the world market. They started by participation in international trade fairs, advertising in the
yellow pages and trade press and sending technical brochures and catalogues to customers. 
They also have a web site that provides good possibilities for communication and exchange of 
information with potential and current customers.

Case number 1003:
The main motivation of the founder is his belief in production and export. This is reflected in 
his behavior in establishment of three factories that all are exporting to the world market.
Establishment of Abhar Ris confirms his tendency toward international market. As soon as the
new project is implemented, the production capacity will increase from 14 to 40 thousand
tons. They will then have no choice but to export.

Case number 1004:
The main motive is more business and market diversification that provides more security for 
the firm. The second is growth and becoming an automotive parts supplier in the world
market. In order to implement these objectives, based on their position in the domestic
market as a qualified automotive parts supplier for the car industry in Iran, they have created
relationships with European car manufacturers that enable them to enter the world market. In 
addition to this, based on a license agreement, they are importing technology and machinery
for production of the raw material.

Case number 1005:
Small domestic market is the main motive, and competition in the international market is 
conducive to innovation and product diversification. Exporting has improved the quality of
the production technology and performance. They use all possible policies for entering the
international market; knowledge of the market and the founder’s relationships with different
participants in the leather industry. They also participate in international trade fairs.
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Case number 1006:
The primary motivation of the firm to enter international market was the domestic traders’
knowledge of the international market demand for black carbon. Since the company needed
foreign exchange for renovation and updating the technology, the management decided to use 
international market opportunities to earning foreign currency. Uncertainty and instability in 
the domestic market is another motive. They aim at keeping their relationships with
customers at a certain level that enables them to develop their export. 

Case number 1007:
His main motive was his knowledge about the domestic and international market and his
willingness to do business at international level. Instability and uncertainty in the domestic
market and, in some cases, domestic market saturation has been another motive leading him to
international operations. His activities in the world market are based on customer satisfaction,
which is why they are focused on producing very high-quality products and offering fair prices 
and good after sales services. This competency attracts customers and is based on the 
entrepreneur’s experience, market knowledge and ability to create and develop good and fair
relationships with customers.

Case number 1008:
Knowledge of the domestic market and intensive domestic market competition were their
main motives for international market involvement. The CIS market is very big and attractive.
As soon as changes occurred in the CIS countries, they started searching for information about
the market. Although their first attempt through one of their friends failed, they succeeded in 
the next stage. Their share of the CIS market is around 3 to 4%, which is quiet big for the 
firm. In CIS market they are also facing very intensive competition from Turkish companies
and some other Iranian companies, but they try to keep their position through developing
good relationships with customers by supplying high-quality products and services.

Case number 1009:
The main motivations of the managing director are his belief in international business, and
uncertainty and instability in the domestic market. That is why they are focused on the export
market and export more than 90% of their products. All the firm’s resources are allocated to
exporting and their production line is organized to meet export orders. High quality and
punctual delivery are their competitive advantages, and since all stages of production are under
the control and possession of one family, it is easy to plan. They have good possibilities for
extending production capacity through the network of manufacturers that are capable and
ready to supply their orders.

Case number 1010:
Many different issues led them to international operations; among them, the nature of the 
business and the products, for which there is not a large domestic market. However, the
entrepreneurs’ willingness to engage in international business is the main reason. After the
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establishment of the company, five years ago, they participated for the first time in the Brussels
international trade fairs. It provided the possibility of meeting 2 to 3 main wholesalers of
shrimp of whom one is distributing nearly 80% of their products in the world market. With
respect to fish products, they are regularly marketing new products in different countries,
depending mainly on the type of fish. Every year they supply new products in the market
through international trade fairs and send samples to the customers, who are mainly food
distributors. After confirmation of samples, they agree on delivery terms when the MD visits
the customers. Customer satisfaction and trust are the main objectives of the founder. He
regularly visits his customers after each delivery to hear their views about the quality,
packaging, etc. in order to achieve greater customer satisfaction.

Case number 1011:
Growth is their main motive in the international market. In addition to growth, the perceived 
opportunities are another motive that leads them into the international market. As soon as
they are informed of an opportunity, they make the necessary plans to visit the project or
attend an international trade fairs related to or close to the market in order to introduce their
capabilities to potential customers. 

Case number 1012:
Perceived opportunities were the main motives for establishment of a firm with high
technology and well-trained and qualified personnel. Based on the information gathered from 
different sources, they are exporting to more than 30 countries. As soon as they are informed
of an opportunity they contact the customer and do their best to attract them by
demonstrating their ability to ensure customer satisfaction. They usually invite the customer to
visit the factory and the production line. This policy not only attracts the customer’s
confidence but also creates strong relationships.

Case number 1013:
The main motives are the entrepreneur’s international outlook and ambition to be unique in
the international market. As soon as he finished his research, learned about international
market opportunities and identified the natural resources, he established a very small workshop
with one furnace and selected colleagues from among Iran’s leading experts. The sample
product was produced and delivered to a Japanese customer. Feedback from this customer was 
followed by orders from this company and other customers. Based on this feedback and
orders, they managed to get a bank loan, develop the factory and installed machinery and
several furnaces. They were able to increase production and to meet customers’ demands.

Case number 1014:
The main motive is their knowledge of international demand. This motive is followed by
growth and development of the firm, and the possibility of earning foreign currency, which 
was necessary for maintaining and developing the firm. As soon as they are informed of
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market opportunities, they begin studying all circumstances in order to take the necessary
action.

Case number 1015:
The main motive was to promote their capability, knowledge and experience to qualify for 
running big projects in Iran. In the long term, they believe they have to be more active at the
international level. Based on these motives, they have concluded several license and joint
venture agreements with international firms. They have also established a firm in Austria in
order to extend their activities, management consulting and systems integration, at the
international level.

Case number 1016:
A limited domestic market and lack of foreign exchange were the main motives leading them
into the international market. They started by selling trial orders to the different customers,
which resulted in orders exceeding their production capacity. However, despite success in the
market the managing director believes that the only way to succeed is through innovation.
With the help of Iranian embassies in different countries, they started by identifying the
cosmetics producers and sending these potential customers catalogues to introduce their
products. They have advertised in different magazines and on the Internet. They have also
participated in different international trade fairs all around the world. They have tested all
these methods, but now they believe that the best policy is sending samples and then visiting
customers to create relationships.

Case number 1017:
The main motive is willingness to gain access and presence in new markets. The second is
instability in the domestic market, which has been distorted due to import of very cheap
products from China. Another reason is that a market with 60 to 70 million people is too
small for this industry. They need a larger market. Up to now they have exported to different
countries against orders received from their agent. All of this happened by chance. They have
also negotiated with some companies in India, Thailand and Taiwan, but they have not come
to any conclusion because they have only ever targeted the Iranian market. Therefore, he
things that the only way is to have a professional market their products.

Case number 1018:
The primary motive was higher prices and a larger market. But it has changed over time,
particularly these days, since domestic prices are higher than export prices and demand in the
domestic market is booming. However, instability and uncertainty in the domestic market has
led them to adopt a policy of permanent presence in the world market. In order to meet the 
growing market they increased production capacity and established another production line
for export, with a capacity of 500 tons per day. She has very good relationships, not only with
customers but also with their largest competitors, and has thereby managed to coordinate
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pricing and marketing policy in the region. They increased prices by 10 to 15% and found a
new customer to replace an old one who had cancelled his order. 

Case number 1019:
Their main motives for export are growth and domestic market saturation. When they started,
the domestic market was growing and booming. In addition to ball valves, they are producing
cooker valves for special customers. They started marketing ball valves nearly 10 years ago.

Case number 1020:
The main motives are growth, experience and references for future jobs. The main customers 
are distributors of electricity. Therefore, their policy in each country depends on the legal
identity of the electricity distributor. In most cases, they are governmental companies. But
there are also private companies that distribute electricity on a contract basis for public utilities.
They have worked with both types. Their activities are focused on identifying the sources of
international tenders. 

Analysis of the entrepreneur’s motivations

A review of the summarized information indicates the main motivation of the entrepreneurs
in their international operations. 16 sets of factors are identified, of which 2 have the highest
frequencies:

Perceived opportunities
Intention and willingness of presence in international market

Growth and small domestic market are other factors that motivate the entrepreneurs in their
international activities. The other motives are limited to 1 or 2 cases. Consistent with the
entrepreneurs’ motivations for establishment of the company, entrepreneurs are divided into
two groups according to their motivation for entering the international market. Table 5.9 
indicates that in contrast to the first cluster (grey columns), companies entering the
international mainly due to knowledge of market opportunities or willingness of presence in
the international market, the second cluster (with two exceptions who are willing to enter the
international market) are not motivated by these two factors.

219



Table 5.9 Motivations of the Entrepreneurs for Entering International Market

  Case No.

Motivations

10
01

10
02

10
03

10
04

10
05

10
06

10
07

10
08

10
09

10
10

10
11

10
12

10
13

10
14

10
15

10
16

10
17

10
18

10
19

10
20 total

1- Perceived opportunities x x x x x x x x x 9
2- Intention and willingness of
presence in international market

x x x x x x x x x x 10

3-Instability and uncertainty in 
domestic market

x x x 3

4-Domestic market saturation x x 2
5-Small domestic market x x x x 5
6-Intensive competition in 
domestic market

x x 2

7-Ambitious for being unique x 1
8-Growth x x x x x x x 7
9-Lack of foreign exchange x x 2
10-Improving product’s quality &
capability

x 1

11-Market diversification x 1
12-Fortuitous order x 1
13-Obtaining knowledge &
experience

x x x 3

14-Prices x 1
15-Large market x 1
16-Reference for future x 1

Analysis of Entrepreneurs’ Attitude and Behavior in Discovery of International Market
Opportunities

The first issue that distinguishes the entrepreneurs’ attitude and behavior is their motivation in
establishment of the firm and their perception regarding allocation of the firms’ resources to
either international or domestic markets. High-quality products or services are the main
common policy among the selected firms. Generally, entrepreneurs who have established the
firms on the basis of international market opportunities (first cluster), due to consistency
between the firm’s goals and international activities, are allocating almost all of their resources
to international market demand (1007, 1008, 1009, 1010, 1012, 1013 and 1014). Therefore,
they are proactive in seizing the market opportunities. In order to achieve this, they adopt
different policies such as product modification and price justification. In fact they aim at
providing customer satisfaction through creating direct and long-term relationships with the 
customers. Exceptions in this cluster are the cases 1007 and 1009, which, despite growing
international orders, both prefer to limit their production in Iran due to the problems
threatening the manufacturing firms in Iran. The first entrepreneur has invested in Canada,
established a company there, and is shifting his customers to Canada and the second one has
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focused on his present customers. The next exception is case number 1003. Although the
founder of the company has not targeted only international market, his development project
to increase production capacity from 14 to 40 thousands tons is based on international market
opportunities.

Although entrepreneurs in the second cluster are also focused on improving the quality of
their products and services to meet the international market demand, their priority in resource
allocation is the domestic market. Therefore, their behavior regarding international market
opportunities depends on their position in the domestic market. If the level of uncertainty is
increasing in the domestic market, then they exert pressure to increase their export activity. In
fact, problems in the domestic market have led them towards international business.

However, exceptions exist in this Cluster. Case number 1008 is one of the exceptions in this 
group, which follows a flexible policy between two alternatives (priority for international or
domestic market). Although they have two production lines with equal capacity for 
international and domestic orders, due to the price increase in the domestic market, the 
managing director tends to increase the supply to the domestic market for more profit. But the
export manager, who is very aggressive and active in the market, succeeded in keeping a
balance between domestic and export sales. Through an agreement with their largest
competitor in the region, she managed to increase the international prices, which pleased the 
managing director.

Hence, in order to meet the booming domestic and international demand, they are
implementing a product diversification project. The other exception is case number 1004,
which is also running a development project in order to meet both the growing domestic
market and international demands. The last exception in this group is case number 1016 that 
due to high performance in the international market, in order to keep their position in 
domestic market and meet international demand must to develop their production capacity
and install high-tech machineries. However, the only problem they are facing in starting the
development project is uncertainty about supply of sufficient raw material by oil refiners that 
belong to the government.

The other type of exception in the second Cluster are cases 1017 and 1020, which have the
possibilities to meet both domestic and international market demand but according to their
managing directors due to lack of information about market opportunities and lack of
marketing knowledge have very limited activities in the international market.

5-4-5- Entrepreneurs’ Characteristics, Entry Mode and Market Selection

The next issue we investigate is the impact of entrepreneurs’ characteristics and skills on 
realization of international market opportunities and selection of entry mode and market. This 
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section begins with the summary of the within-case analysis of entrepreneurs’ characteristics
and the entry mode and market and follows by the analysis of information.

Summary

Case number 1001:
The founders are very well experienced businessmen with very good knowledge of domestic
and international markets. The interviewee, the export manager, is very well educated and has
a very positive perception of international activities; has developed company’s presence in the
world market.
Products are mainly exported through agents (wholesalers or distributors) in the target market
or through Cooperation with Iranian businessmen active in international market. Activities are
focused on cooperation with reliable and trustworthy agents. At the present they are mainly
exporting Middle East and African countries. 

Case number 1002:
The founder/managing director is a university graduate in electrical engineering with more
than 30 years experience. Firm was established on the basis of technical ability and market
knowledge of the founder.
He started the international activities of the firm through a license agreement and technical
cooperation with a well-known company. They aim at modifying products according to
customer orders and are focused on Middle East and Korean market.

Case number 1003:
The founder/managing director is a textile engineer with very good knowledge and
relationships in the industry in Europe. He has very good knowledge of domestic market and
also is very well experienced as the representative of one of the largest manufacturers in Iran.
His decision to start a non-woven textile factory indicates his international outlook, behavior
and intention to enter the world market. The interviewee is the export manager, also a textile
engineer with more than 20 years of industry experience. She started with the company as the
head of the research and is now commercial manager.
They have started their international operations through export to European countries mainly
through their office in Germany.

Case number 1004:
A family business established 20 years ago. It was a traditional factory producing bolts but is 
now an international firm producing safety bolt for the automotive industry. No more
information is available about the management of the company.
They started exporting by sending small batches of bolts and nuts to Persian Gulf countries.
Later, due to changes in the company and focus on the car industry, they diversified their 
entry policy to include strategic alliances, networking and license agreements.
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Case number 1005:
The founder/managing director inherited the business from his father. He is an electrical
engineer and developed his father business by becoming the representative of several 
multinational enterprises. Later he transformed the trading company into a manufacturing
company. He has very good knowledge of the leather and chemicals industries, both domestic
and international. Although they export directly against orders, most exports are achieved
through agents and participation in international trade fairs. The main target markets for
chemical product are Pakistan, Syria, Sudan, Iraq and some CIS countries.

Case number 1006:
The founder, a chemical manager specialized in petroleum refining, started with the firm as
senior supervisor and then became production engineer. The board and managing director are
the representatives of the shareholders.
They started exporting through domestic dealers to other countries. Then they received orders
from consumers. Later, they focused on international  trade fairs, which increased their exports
to different countries. Their target markets are Turkey, Germany, Saudi Arabia and Pakistan.

Case number 1007:
The founder/managing director, a graduate in management from Arizona University, started
his business almost 25 years ago. He has very good knowledge of the textile industry and
knows the key domestic and international market players in this industry. He has focused his
business on the international market and despite growing orders from international customers;
he has limited his activities in Iran and has developed his business by investment in Canada. In
fact, he has established a similar business in Canada and is shifting his customers to this new
company. The main customers are distributors and wholesalers in the European market. The
main target markets are France, Singapore and Canada.

Case number 1008:
One of the founders, the managing director has very good knowledge of the domestic market
and based on this knowledge and experience has focused on the international market.
They export all of their products through a dealer who has very close relationships with
customers in CIS countries.

Case number 1009:
The Managing Director is the son-in-law of one of the founders of the company and has all
responsibility for the international activities of the firm. He is very well educated and well
experienced in business and the textile industry. He started working in a large textile factory
when he was 18. He also has his own textile raw material import business.  They export all 
products through two offices in Germany and France that are responsible for finding
customers and getting orders.
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Case number 1010:
The founder/managing director is an electrical engineer who graduated in the UK. He has 
almost 20 years of experience working for a very large European food-producing company as
operational manager. His focus is on the international market and his policy is direct contact
with customers who are main distributors in Europe.
They usually meet their customers at international food international trade fairs. They export
almost 80% of their shrimp products through one wholesaler in Europe. They are also
planning to export shrimp to the US market through the same wholesalers.

Case number 1011:
The interviewee, the commercial manager, holds an MSc in Economics and started with the
firm 9 years ago. She had worked in a trading company.
They select markets on the basis of two criteria: level of construction and geographic distance.
Most of the exports are targeted to neighboring countries. They have also exported to Turkey
and Malaysia, countries that have the SECO technology and can use it. They also export raw
profiles to SECO firms in Turkey and Malaysia and have implemented projects in CIS
countries.

Case number 1012:
The founders are all hold MSc degrees in different areas and all have more than 20 years of
experience working in different industries. They established this firm on the basis of the 
findings of a research project assessing the international market for tomato past and fruit puree.
They export their products exclusively to other firms introduced by brokers, firms contacted
at international trade fairs or introduced by other colleagues. Products are also exported
directly or indirectly through brokers or agents to firms that complete the process of
production. They have also launched a marketing campaign to enter the US market, which is 
very attractive.

Case number 1013:
The founder is a university graduate in commercial management who has years of experience
in the polymer industry. Due to problems that occurred in the company, they conducted
research about the natural resources in Iran for which there is an international market. Based
on the findings of this research, he established the company with private investment. In fact,
the importance of presence in the international market and his willingness and ambition to
own a unique international business led the founder to establish this business.
The suppliers and customers know each other; therefore, orders are delivered directly to the
customers. What differentiates suppliers from each other is the quality of the products, market
knowledge, international outlook and commitment to customers.

Case number 1014:
The firm has three board members who are university graduates with years of experience in
different industries. The interviewee is the commercial manager, an expert in commerce and
banking with more than 20 years of experience in the foreign exchange department of a bank. 
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They export to many different countries such as Italy, Germany, Holland, Austria, Poland,
Turkey, etc. through agents. They also export directly to some customers.

Case number 1015:
One of the founders of the company holds an MSc in computer science and has 23 years of
managerial experience in the IC industry.
They started their activities through license agreements and joint ventures with several firms in
Germany, Italy, Belgium, and India and are running projects in different countries such as
Dubai, Romany, Egypt, Jordan and Malta.

Case number 1016:
The founder is a chemical engineer. Before establishing this company he has cooperated as
manager with several different companies. 
Their first export, through one of the entrepreneur’s friends, was to Italy. They are mainly
exporting through dealers in different countries. But after 15 years and exporting to 50
countries they concluded that exporting through dealers does not benefit either the customer
or the exporter.  Therefore, they now are focusing on identifying the end-users and creating
direct relationships with them through regular visit. 

Case number 1017:
The founder, a university graduate in financial management, had more than 10 years of
managerial experience in industry when he established the firm. His main motive was
production of electronic products and machinery. He believes in applying new management
practices in the company. He considers human resources the main resource and the main
source of competitive advantage in the company.
They have examined different ways of entering the international market: direct and indirect
exporting through agents in different countries. They have also negotiated with different firms 
for partnerships, joint-venture investment, etc. 

Case number 1018:
The managing director, who realized the project and started production nearly eight years ago,
is now leading the firm’s development. He is a determined, hard-working decision-maker and 
an efficient manager who has had great influence in the success of the firm.  He has created a
very friendly working environment for the employees and encouraged their motivation to
work in the firm.The interviewee, the export manager, has a decisive role and full
responsibility for the international activities of the firm. She started with the firm 7 years ago
and is a university graduate in English language. She also runs her own company. She
describes herself as friendly, extroverted, sociable, and outspoken and very successful in finding 
and keeping customers through developing long-lasting relationships with customers. They are
selling exclusively to consumers in the Persian Gulf countries because cement is cheap and
transportation costs are low.  Their relationships are based on trust and mutual cooperation.
They also have some retail customers and their terms are delivery against payment.
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Case number 1019:
All of the founders of the firm are university graduates with years of managerial experience in 
different industries and a good knowledge of the copper industry in Iran. The interviewee, the
sales/export manager, started with this company in 1989. She had worked as export manager 
in another company and moved to this company because of family relationships with one of
the founders.
The target market for ball valves is consumers, and for the cooker valves the market is
household appliance manufacturers. They have two alternatives for entering the market: 1)
entering directly into the market to reach consumers, and 2) cooperating with valve producers
in Europe as a sub supplier. 

Case number 1020:
The managing director is the son of one of the founders of the firm. He is mechanical
engineer and started with this firm 7 years ago as production manager. Eight months ago he 
was appointed as managing director.
Almost all of the orders for their products are announced through international tenders.
Therefore, their effort is focused on learning about international tenders. They also participate
in international trade fairs to find potential customers. However, up to now their main market
has been Iraq (before the war). They managed to export indirectly to the north of Iraq.

Analysis

All of the founders and managers are very well educated and experienced in business and have
very good industry knowledge and experience. A majority of the cases have relationships in
international markets, either through commercial (import/export) or technical cooperation
(technology agreement, license agreement, and strategic alliance). Although in some cases (case
number 1013) machinery is designed and manufactured by the firm, in most cases, based on
their knowledge of the industry and the relationships, the founders have imported the
machinery and equipment according a technology agreement (1001, 1002, 1003, 1005, 1006,
1008, 1010, 1011, 1012, 1014, 1016, 1018 and 1019). No distinctive feature differentiates the
two clusters from each other in this regard.

The main policies they are following in entering the market are product development and
price modification (Table 5.4). Most of the firms (80%) are focused on product development
and some of them support this policy by price modification (60%). The other more adopted
policies are product innovation (55%) and modification based on customers’ orders. With
respect to the clusters, it might be concluded that in the first cluster product development
policy (cases 1003, 1007, 1008, 1009, 1010, 1014) is strongly correlated with product 
innovation (cases 1007, 1008, 1012, 1013, 1014) (Table 5.4). With respect to marketing
policy, price modification (50%) and modification according to customers’ orders (50%) are
the most common in the first cluster. Firms in the second cluster generally follow the same
policies with one difference; they are more focused on product development than product
innovation.
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The main entry mode in both groups is export, either directly to customers or indirectly
through agents, wholesalers or brokers. Specialized international trade fairs and seminars are
also identified as one means of identifying the customers, who are mainly wholesalers,
distributors or agents. Two of the companies, one from the first cluster (1009) and one from 
the second cluster (1017), have very good possibilities for delivering large orders through 
networks of small producers.

Although almost all of the selected cases are in the export stage of international activities, as
mentioned above, they are following different policies in this process. With respect to the
target market, variety exists among the cases. However, some similarities exist. While the
majority of the cases in the first cluster have focused their export activities in European or Far
East countries (1003, 1007, 1009, 1010, 1012, 1013, and 1014), others are considering
neighboring and African countries as the main targets (Table 5.3).

5-4-6- The Firms’ Characteristics & Motivating Forces 

The next issue we deal with in this section is the firms’ characteristics and motivating forces,
which from the entrepreneurs’ perceptions influence their attitude and behavior in realization
of international market opportunities. In addition to the information provided in section 5.4.1 
about the background of the firm, the respondents have identified several factors that clarify
the competitiveness of the firm in the international market. List of these factors are indicated
in table 5.10.

As indicated in Table 5.10, “quality of product” and “competitive prices” are the main
motivating forces of the firms. Cases 1010 and 1013 have excluded “price” as an advantage 
because the products are almost all commodities that have international prices. Therefore, in 
order to be competitive, in more than all other cases, they have focused their activities on
quality; not only quality of the product but also high quality in all sections and departments of
their firms to achieve better performance.

The second group of advantages includes: “product diversity”, “high-tech machinery” and
“international standards”. The next group of competitive advantage identifies the production
capability of the firm such as “high production capacity – networking”, “internalization of the
production process” and “very active R&D department that results in innovation”. Frequency
of other competitive advantages is low and depends on each case. Comparison of the two
groups identifies one distinctive feature, that is: more emphasis on the quality of production 
processes and management.
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Table 5.10 Entrepreneurs’ Perception of the Firm’s Characteristics

 Case
No.

Motivating Forces

10
01

10
02

10
03

10
04

10
05

10
06

10
07

10
08

10
09

10
10

10
11

10
12

10
13

10
14

10
15

10
16

10
17

10
18

10
19

10
20 Tota

l

1- Product quality x x x x x x x x x x x x x x x x x 17
2- Competitive prices x x x x x x x x x x x x 12
3- Packaging x x x 3
4- Distribution system x 1
5- Innovation and modification
of the product – R&D

x x x x 4

6- New technology x 1
7- Qualified labor force x x 2
8- High performance x x x 1
9- International standards x x x x x x 5
10- High-tech machineries x x x x x x x x 7
11- Product diversity x x x x x x x x 8
12- Access to cheap raw 
material

x x 2

13- High efficiency x x 2
14- Qualified management x x x 2
15- High quality internal system x x x x 3
16- Planning & TQM system x 1
17- Licensed product x 1
18- High production capacity – 
networking

x x x x 4

19- Customer orientation policy x x x 3
20- Internalization of the 
production process

x x x x 4

21- Production development
project

x x 2

5-4-7- Entrepreneur’s Perception of General National Conditions and
Industry Position

With respect to the domestic environment, we are dealing with two issues: 1) economic
freedom, and 2) state of industry in domestic market. Summary of within -case analysis about
entrepreneurs’ perception regarding general national condition and the domestic influential
factors and state of industry in domestic market is followed by analysis of these two issues. 

Summary of domestic influential factors

A review of the entrepreneurs’ perceptions regarding the general national condition reflects
the domestic environment threats or opportunities they are encountering in their international
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activities. Most of the respondents believe that general national conditions are improved and
facilitated for international business, and five firms do not have any serious problem in this
respect (cases number: 1004, 1011, 1013, 1014, and 1015). However, most of them believe 
that national infrastructure is not appropriate for export, particularly with respect to
transportation and banking system facilities. The main national domestic barriers identified by
the respondents are indicated in Table 5.11. 

Analysis

Instability and uncertainty in the national conditions is the distinguishable barrier that causes
many difficulties in their export activities. Lack of support for export activities and lack of 
national export promotion policies are the next barriers identified by the entrepreneurs. High
rate of inflation and fixed US Dollar exchange rate are the other problems that threaten their
export activities in the international market. Table 5.11 indicates that there are no big
differences between the first and second clusters of the firms regarding the national barriers
threatening their export activities.

Table 5.11 Entrepreneurs’ Perceptions of General National Barriers

   Case No.

National Barriers 

10
01

10
02

10
03

10
04

10
05

10
06

10
07

10
08

10
09

10
10

10
11

10
12

10
13

10
14

10
15

10
16

10
17

10
18

10
19

10
20

Total

1- lack of support for export
activities and exporters 

x x x 3

2- Instability in rules and 
regulations

x 1

3- High transportation cost x x 2
4- Uncertainty about supply of raw
material by government

x 1

5- Instability and uncertainty of 
general national conditions 
(country’s image abroad)

x x x x x x x x x x x x 12

6- High rate of inflation x x x 3
7- Fixed rate of exchange x x x 3
8- Export is not profitable x 1
9- Production is the least profitable
activity

x x 2

10- Lack of general national policy
for export promotion

x x x x 4

11- Free entry without control on 
quality

x 1

12- High banking interest rate x 1
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Summary of state of industry in domestic market 

Case number 1001:
At the time of establishment, imports (from Turkey and Italy) were dominant in the domestic
market. One year after beginning operation, they became market leader.

Case number 1002:
When they started production, they were the sole producer, but now they have several
domestic competitors and imports are unrestricted.

Case number 1003:
Non-woven textile is a new branch in the textile industry. Very capital-intensive and does not
have any competitor in Iran or the region.

Case number 1004:
Intensive domestic market competition led to entry in the international market. In contrast to
intensive market for ordinary types of bolts, competition is not intensive for automotive parts
because of high domestic market demands. 

Case number 1005:
The competition is very intensive because entry of similar products is free. Other domestic
producers are not competitive because of quality and the variety of products.

Case number 1006:
They have one major competitor in the domestic market. Import is free but not profitable.

Case number 1007:
Competition is very intensive in the domestic market, not only with the domestic producers
but also with imports, which are free. 

Case number 1008:
Competition in the domestic market is very intensive, but they are not active in the domestic
market. They are focused on the international market.

Case number 1009:
Competition in the domestic market is very intensive and import is also free.

Case number 1010:
They have several domestic competitors, but domestic market demand for shrimp is very low, 
especially for medium and small shrimp. Therefore, competition is focused on international
market.
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Case number 1011:
No domestic competitors producing similar products, but market for replacing products is
very competitive. Import of similar products is free and this has always led them to update
their technology. 

Case number 1012:
The domestic market competition in this industry is very intensive and import of similar
product is free, but the company is not active in domestic market.

Case number 1013:
They have several domestic competitors, but since they are not active in the domestic market,
domestic market conditions do not influence their activities.

Case number 1014:
Competition in fruit juice industry is very intensive due to domestic producers and
unrestricted imports.

Case number 1015:
Competition in the domestic market was limited to domestic competitors, but nowadays due 
to the increase of large IT and communication projects at national level, the employers
(particularly the government) encourage participation and partnership of international
companies.

Case number 1016:
In the beginning, they were the sole producers of the products, but now they have several
domestic competitors. Import is free, but due to high quality of domestic products and better
prices it is not economical; therefore, competition is limited to domestic suppliers.

Case number 1017:
The domestic market is very competitive. Import is free. Quality is their competitive 
advantage in relation to both domestic and foreign competitors. 

Case number 1018:
They have 2 or 3 domestic competitors, but none of them are as qualified as this firm and
none are active in the international market. Imports are unrestricted, but not profitable. They
have very large and strong competitors in the region.

Case number 1019:
In the beginning they only had foreign competitors, Italian and Japanese producers. Import
prohibited after they began operation. Now, they have 2 or 3 domestic competitors producing
only one type, either cooker valves or ball valves.  Quality is their competitive advantage.
However, they have very strong competitors in the world market. 
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Case number 1020:
They have 4 or 5 domestic competitors and entry of products is free. Their main competitors
are Chinese and Taiwanese, whose products are available in the domestic market at lower
price and quality.

Analysis

With respect to the state of industry in domestic market, except for two cases (1002 and 1016) 
that have been the sole producers at the date of their establishment, the firms had competitors,
either domestic or foreign, in the domestic market when they started business. However, at
present, the domestic market is very competitive for all the firms.

5-4-8- Summary

The cross-case analysis is developed on the basis of within-case analysis. The cross-case
comparison of the factors has distinguished two patterns that identify two clusters:

First cluster includes the firms that have been established on the basis of entrepreneurs’
knowledge of international market opportunities 
Second cluster includes the firms that have been established on the basis of entrepreneurs’
knowledge of domestic market opportunities

The cross-case analysis, similar to within-case analysis, is structured in accordance with the
frame of reference for this study. The comparisons of the cases are focused on the different 
embedded subunits that in addition to comparing cases, compares two clusters to identify the
similarities and dissimilarities. Cross-case analysis indicates that categorization of the population
in two clusters on the basis of entrepreneurs’ objectives and intention in establishment of the 
firm not only enable us to gain a better understanding of the impact of the entrepreneurs on
the process of internationalization of the firm, but also identifies the driving forces that lead
the entrepreneurs during the process of internationalization of the firms. In the next chapter,
the clustering of the population will be applied and tested by the quantitative data in order to
find more support for qualitative data. However, findings of cross-case analysis and
quantitative data will be discussed in more detailed and interpreted in section 6 in order to 
answer the research questions and research problem.
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5-5-   Quantitative Data

As discussed in the beginning of this chapter, empirical evidence on internationalization of
SMEs in Iran is extracted from two sources of information: interviews and questionnaires.
Qualitative data, based on the interviews, structured in accordance with the frame of
reference and the embedded units of analysis are presented as 20 mini-case narratives in 
Section 5.3. In order to accomplish the purpose of the study42, first of all, we attempted to
clarify the impact of the entrepreneurs in the process. Therefore, the results of the cross-
case analysis, focusing on the common and distinctive features among 20 entrepreneurs
and their perceptions, are presented in Section 5.4. With respect to the purpose of the
study and the research problem43, the main objective and motivations of the entrepreneurs
in establishment of the firm is considered as the first distinctive feature that enables us to
divide the selected cases into two Clusters.
1. The first Cluster includes 8 firms that were established on the basis of the founders’

objectives for seizing international market opportunities (case numbers: 1003, 1007, 
1008, 1009, 1010, 102, 1013 and 1014).

2. The second Cluster includes 12 firms that were established on the basis of the
founders’ objectives for seizing domestic market opportunities (case numbers: 1001,
1002, 1004, 1005, 1006, 1011, 1015, 106, 1017, 108, 109 and 1020). 

According to Aharoni (1966), each organization, based on its agreed goals and past 
experience, has a way of becoming international that influences the behavior of its
members, the information gathered by them and their reaction to the environment.
Moreover, by emphasizing the importance of initiating forces in the process of
internationalization, Aharoni distinguishes two groups of factors: those within the firm and 
those stemming from its environment.

In the first group, he emphasizes forces arising from a strong interest in internationalization
by leadership. Consistent with Aharoni (1966), Wiedersheim-Paul et al. (1978) refer to 
three kinds of attention-evoking factors to which the decision-maker is exposed, of which
“international outlook” and “orientation” of the decision-maker are considered very 
important. According to their pre-export behavior model, initiation of the process of 
internationalization depends on the “willingness” of the entrepreneur to start exporting, a
willingness that is high in active firms in the international market. In fact, as stated by
Andersson (2000), internationalization has been wanted and triggered by the entrepreneur 
who made key decisions and carried out international activities.

42 To gain a better understanding of the purpose of Internationalization of SMEs in Iran through
clarification of:
- the impact of the entrepreneurs who make decision and lead the firm in the process of 

internationalization,
- the driving forces that influence entrepreneurs’ perceptions, decisions and actions towards

involvement in international operations, and 
- the factors that influence the entrepreneur’s decision regarding entry mode and market

selection
43 How can the entrepreneurs’ impact on the process of internationalization of the SMEs in Iran be
described?
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With respect to the findings of the internationalization studies, based on the “theory of 
entrepreneurial discovery” we assumed that “the process of internationalization starts
through the discovery of foreign market opportunities by the entrepreneur”. In fact, cross-
case analysis distinguishes companies in Cluster 1 from Cluster 2 companies on the basis of
discovery of international market opportunities. While entrepreneurs in Cluster 1, from
inception, based on their knowledge of international market opportunities, “have the goals
of value creation and growth in business organization across national boarders”
(McDougall & Oviatt, 1997, p.293), Cluster 2entrepreneurs, from the inception, were
targeting the domestic market.

Therefore, consistent with the result of cross-case analysis, in this section the remaining
data of the questionnaire covering 66 five-point Likert-type questions are analyzed in 
accordance with the frame of reference and embedded units of analysis in the two clusters.

However, in order to clarify the impact of the entrepreneurs in the process of 
internationalization of SMEs and to identify the driving forces that influence the
entrepreneurs’ perceptions, decisions and actions, we need to select the appropriate
statistical technique to analyze the five-point Likert questions. According to Hair et al.
(2003), in selection of the appropriate technique we need to consider three issues: 1) the
number of the variables, 2) the scale of measurement and 3) the sample size.

With respect to the number of variables (66 Five-Point Likert Questions) and type of 
measurement (interval scale), the analysis of quantitative data (Section 5.5.1) is focused on
the mean (measure of central tendency) and standard deviation (measure of dispersion). To
assess whether the observed differences between perception variables’ means in the two
clusters are significantly different in a statistical sense (heterogeneity of variances) or are the
same (homogeneity of variances), we use the t-test of differences in two means. This test is 
appropriate for independent samples where sample size is small (n=30 or less). However,
in order to use the t-test we assume that:

sample data are selected from a population with normal distribution,
variability of the two clusters is considered to be the same (homogeneous)

5-5-1- Mean Analysis

In order to choose the appropriate statistical techniques, we consider three issues: 1) the
number of variables, 2) the scale of the measurement and 3) sample size (Hair et al., 2003). 
With respect to the number of variables (66 Five-Point Likert Questions) and type of 
measurement (interval scale), the analysis of the quantitative data is focused on mean
(measure of central tendency) and standard deviation (measure of dispersion). Meanwhile,
regarding the size of two clusters (numbers of cases in Clusters 1 and 2 that are <30 are 8 
and 12), to assess whether the observed differences between variables means in the clusters
are significant, we use t-test of differences of each variable’s means in two clusters. In order 
to test differences between the means of the 66 perception variables in two clusters, based
on the topics identified in the theoretical frame of reference and embedded units of
analysis, we first develop the directional hypotheses for each groups of variables. 
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5-5-2-  Directional Hypotheses

The null hypotheses for the perception variable assume similarity between entrepreneurs’
perceptions in the two clusters, while the alternative hypotheses distinguish dissimilarities.
Therefore, the null hypothesis for all 66 perception variables is: 
H0: There is no difference between the mean perceptions for Cluster 1 type
firms and mean perceptions for Cluster 2 type firms.

The alternative hypotheses for perception variables are divided into two groups:
1. those for which mean perception for Cluster 1 type firms are expected to be greater

than Cluster 2 type firms
2. those for which mean perception for Cluster 2 type firms are expected to be greater

than Cluster 1 type firms

Group B of Perception Variables:  Entrepreneurs’ Motives for International Activities
In this study, based on the Beamish et al. (1990) definition and Miesenbock’s (1988) 
contribution about the key role of the entrepreneur in the process of internationalization,
internationalization is defined as an entrepreneurial action that starts with the awareness
and willingness of the entrepreneur to the necessity of transaction with other countries. It 
is not a spontaneous action, but it is the result of decision (Starbuck, 1971). Therefore, it is 
not enough to be a firm with resources and opportunities in the environment;
internationalization must be wanted and triggered by an entrepreneur (Andersson, 2000).

Hence, the first group of variables is devoted to the entrepreneurs’ motives for initiating
international activities. The first group has three variables. While variables qb.2 and qb.3 
deal with international outlook and position of the firm in the domestic market in the
beginning of the international activities, variable qb.7 associates with the satisfaction of the
entrepreneur from their performance in the export market. With respect to the null
hypothesis for three variables: “H0: There is no difference between the mean perceptions for 
Cluster 1 type firms and mean perceptions for Cluster 2 type firms”, Table 5.12 indicates an 
alternative hypothesis (H1) for group B of perception variables in two groups.

Table 5.12 Alternative Hypothesis (H1) for Group (B) of Perception Variables

Perception Variables Cluster 1 Cluster 2 

(qb.2)-International outlook
in the beginning

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qb.3)-Position in the 
domestic market

(H1): The mean perception for Cluster
2 type firms is higher than the mean 
perception of Cluster 1 type firms.

(qb.7)-Satisfaction of export
development

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.
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Group D of Perception Variables: Entrepreneurs’ Perceptions of International 
Opportunities and Impact of Social Networks 

In this group of perception variables, based on the social network analysis view that the
production of information is embedded in the social product (Granovetter, 1985) and 
findings of the empirical studies, we assumed that knowledge of foreign market
opportunities is contingent upon idiosyncratic benefit of entrepreneurs’ social networks in
which they are embedded (Ellis, 2000; Shaw, 1997).

Therefore, with respect to the nine perception variables defined in this group of variables,
it is expected that entrepreneurs in Cluster 1 firms are more affected by the information 
benefit and financial benefit of their social networks and are more consistently informed of
the international opportunities.

Therefore, with respect to the null hypothesis for the nine variables: “H0: There is no
difference between the mean perceptions for Cluster 1 type firms and mean perceptions for Cluster 2 
type firms”, Table 5.13 indicates an alternative hypothesis (H1) for group D of perception
variables in two groups.

Table 5.13 Alternative Hypothesis (H1) for Group (D) of Perception Variables

Perception Variables Cluster 1 Cluster 2 

(qd.1)-Knowledge of 
International opportunity

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qd.3)-Get informed of Int.
opportunities

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qd.4)-Get informed by SPN,
family & friends

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qd.5)-Get informed by SPN,
colleagues & customers

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qd.6)-Reaction to
opportunities

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qd.7)-Role of experience in
grasping opportunities

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qd.8)-Trustworthiness of the
information

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qd.9)-Legitimacy of 
information

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qd.10)-Financial benefit of 
SPN

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.
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Group EF of Perception Variables: Entrepreneurs’ Attitude and Behavior towards
International Opportunities

Since Cluster 1 type firms are international from inception, it means that entrepreneurs in 
this cluster have been more alert and receptive to international opportunities overlooked
by others (Kirzner, 1997) than entrepreneurs in Cluster 2 type firms. Therefore, with 
respect to the findings of the cross-case analysis, we do not expect any differences between
entrepreneurs’ perceptions in Cluster 1 and 2 regarding importance of international
activities (qe.1).  But, it is expected that entrepreneurs in Cluster 1 type firms are more
aware of the importance of knowledge of international opportunities (qe.2) and are more
intentional towards international opportunities (qe.5). Meanwhile, since firms in Cluster 1, 
based on entrepreneurs’ knowledge of international opportunities, are international from 
inception, entrepreneurs in this cluster are expected to be less likely to take risks (qe.4) and
to be more active (qe.6) in their international activities. And, since entrepreneurs in
Cluster 1 type firms have established firms based on their knowledge of international
market opportunities, their international activities constitute an entrepreneurial action
(Ibeh, Young, 2001) affected by the entrepreneurs’ previous business experience (qf.2) and
education (qf.3) (Andersson, 2000).

Therefore, with respect to the null hypothesis for the nine variables: “H0: There is no 
difference between the mean perceptions for Cluster 1 type firms and mean perceptions for Cluster 2 
type firms”, Table 5.14 indicates an alternative hypothesis (H1) for group E of perception
variables in two groups.

Table 5.14 Alternative Hypothesis (H1) for Group (EF) of Perception Variables

Perception Variables Cluster 1 Cluster 2 

(qe.2)-Importance of 
knowledge of Int.
opportunities

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qe.4)-Risk-taking in Int. 
activities

(H1): The mean perception for Cluster
2 type firms is higher than the mean 
perception of Cluster 1 type firms.

(qe.5)-Intentional towards 
opportunities

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qe.6)-Type of behavior in 
seizing Int. opportunities

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qf.2)-Impact of experience
on seizing opportunities

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qf.3)-Impact of Education 
on seizing opportunities

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qf.9)-Selecting market 
through market research

(H1): The mean perception for Cluster
2 type firms is higher than the mean 
perception of Cluster 1 type firms.

(qf.10)-Market selection 
through. SPN’s information

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.
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Group G of Perception Variables: Entrepreneurs’ Characteristics and Entry Mode

In order to take advantage of opportunities, entrepreneurs must have the necessary
capacity (GEM, 1999-2000). This means that not only must entrepreneurs have necessary 
skills (technical, business, etc.) (Hisrich & Peters, 2002), but they must also act
entrepreneurially and enter the market with new ideas, with better products, with more
attractive prices, or with a new production technique (Schumpeter, 1934). Therefore, 
with respect to the cross- case analyses, the mean entrepreneurs’ perception for Cluster 1 
type firms are expected to be higher for the impact of technical skills (qg.1) and
management skills (qg.2) than Cluster 2 type firms. Meanwhile, since entrepreneurs in 
Cluster 1 type firms prefer to develop their activities in new markets (qg.5), entrepreneurs
in Cluster 2 type firms were more interested in new customers (qg.6). It is also expected
that entrepreneurs in Cluster 1 type firms will be focused on the development of new
products (product innovation) (qg.7 & qg.9), while entrepreneurs in Cluster 2 type firms
will attempt to modify their product and prices (marketing practice) (qg.8) according to
market demand.

Therefore, with respect to the null hypothesis for the seven variables: “H0: There is no
difference between the mean perceptions for Cluster 1 type firms and mean perceptions for Cluster 2 
type firms”, Table 5.15 indicates an alternative hypothesis (H1) for group G of perception
variables in two groups.

Table 5.15 Alternative Hypothesis (H1) for Group (G) of Perception Variables

Perception Variables Cluster 1 Cluster 2 

(qg.3)-Technical skills & 
entry mode

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qg.4)-Business
management skills & entry 
mode

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qg.5)-Preference for new
geographical  market

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qg.6)-Looking for new 
customers

(H1): The mean perception for Cluster
2 type firms is higher than the mean 
perception of Cluster 1 type firms.

(qg.7)-Competitiveness & 
new product

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qg.8)-Competitiveness & 
new marketing practice

(H1): The mean perception for Cluster
2 type firms is higher than the mean 
perception of Cluster 1 type firms.

(qg.9) -Developing new 
products for int. market

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.
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Group H of Perception Variables: Firms’ Characteristics & Motivating Forces

Although entrepreneurial skills are required to turn knowledge of market opportunities
into action, the firm must also be qualified for international competition. Findings of
empirical studies identify different sets of a firms’ characteristics (Ibeh & Young, 2001; 
Andersson, 2000; Miesenbock, 1988), some of which are distinguishable for Cluster 1 type 
firms. Perception variables such as: coordination of a firm’s goal and international activities
(qh.9) (Aharoni, 1966);  a firm’s experience (qg.1) that reflect the entrepreneur’s
experience (Andersson, 2000); employees’ support (Aharoni, 1966) and all products 
qualified for the international market (qh.4) are expected to have higher mean perception
for Cluster 1 type firms.

Meanwhile, since Cluster 1 type firms have started their international activities from the
establishment date and have been successful in their international operations, they are
expected to have higher mean values regarding fortuitous orders (qh.8) than Cluster 2 type
firms. However, since Cluster 2 type firms start their international activities after
development in the domestic market, they are expected to have greater mean perception
with respect to importance of access to resources for international activities (qh.3) and
adaptation of their objectives and international operations (qh.7) than Cluster 1 type firms. 

Therefore, with respect to the null hypothesis for the seven variables: “H0: There is no
difference between the mean perceptions for Cluster 1 type firms and mean perceptions for Cluster 2 
type firms”, Table 5.16 indicates an alternative hypothesis (H1) for group H of perception
variables in two groups.

Table 5.16 Alternative Hypothesis (H1) for Group (H) of Perception Variables

Perception Variables Cluster 1 Cluster 2 

(qh.1)-Firm’s experience & 
entry mode/market
selection

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qh.2)-Employees’ support 
for Int. activities

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qh.3)-Access to resources 
for int. activities

(H1): The mean perception for Cluster
2 type firms is higher than the mean 
perception of Cluster 1 type firms.

(qh.4)-All product qualified 
for Int. market

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qh.7) -Adaptation of Int. 
operations and objectives

(H1): The mean perception for Cluster
2 type firms is higher than the mean 
perception of Cluster 1 type firms.

(qh.8)-Fortuitous orders (H1): The mean perception for Cluster 2
type firms is higher than the mean
perception of Cluster 1 type firms.

(qh.9)-Coordination of 
firm’s goal & Int. operations

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.
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Group I of Perception Variables: Domestic Environment

According to Aharoni (1966), internationalization depends partly on the environment,
which might result in attitude-behavior discrepancy in international activities (Eshghi,
1992). In this study we have related the attitude and behavior of the entrepreneurs in the
process of internationalization (entrepreneurial activity) to domestic environment (Zahra et
al., 1997) that, based on theory of entrepreneurial discovery, is characterized by
“economic freedom” and “competition”.

Meanwhile, since Cluster 1 type firms are international from inception, based on
entrepreneurs’ knowledge of international market opportunities, receptive attitude and
active behavior, it is expected that they are less affected by perception variables identifying
economic freedom and level of competition in domestic market environments. Therefore,
the alternative hypothesis for all domestic environment variables (25) is formulated as 
follows:

H1: The mean perception of Cluster 2 type firms is higher than the Cluster 1
type firms. 

Group J of Perception Variables: State of Industry in the Domestic Market

Meanwhile, since selected cases are active in different types of industry, it was assumed that 
state of industry and freedom of entry into the domestic market in any specific industrial
sector might affect entrepreneurs’ perception and activities. Therefore, the last group of
variables deals with the entrepreneurs’ perception regarding state of industry in the 
domestic market and its impact on the international activities of the firm.

It is expected that mean perceptions for Cluster 1 type firms, which are active in the 
international market from inception, will be higher than Cluster 2 type firms regarding:
knowing competitors in the world market (qj.2), importance of information about
competitors (qj.3), importance of competitive policy (qj.6) and free entry in the domestic
market (qj.7). On the other hand, the other two perception variables (qj.1 and qj.8) are
expected to have higher mean values for Cluster 2 type firms. 

Therefore, with respect to the null hypothesis for the six variables: “H0: There is no 
difference between the mean perceptions for Cluster 1 type firms and mean perceptions for Cluster 2 
type firms”, Table 5.17 indicates an alternative hypothesis (H1) for group J of perception
variables in two groups.
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Table 5.17 Alternative Hypothesis (H1) for Group (J) of Perception Variables

Perception Variables Cluster 1 Cluster 2 

(qj.1)-Knowing competitors
in domestic market

(H1): The mean perception for Cluster
2 type firms is higher than the mean 
perception of Cluster 1 type firms.

(qj.2)-Knowing competitors
in world market

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qj.3)-Importance of 
information about competitors

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qj.6)-Importance of 
competitive policy in
performance

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qj.7)-Free entry in domestic
market

(H1): The mean perception for Cluster 1
type firms is higher than the mean
perception of Cluster 2 type firms.

(qj.8)-General condition of 
competition

(H1): The mean perception for Cluster
2 type firms is higher than the mean 
perception of Cluster 1 type firms.

In order to test hypotheses developed for 66 perception variables, in the next section we
develop the mean analysis of variables and compare two means with t-test. T-test enables
us to assess whether the observed differences between two cluster means occurred by
chance, or if there are true differences. In fact, we want to know whether the variability of
the two clusters could be considered the same (homogenous) or different (heterogeneous).

5-5-3- T-Test of Differences in Two Means 

In order to test the hypotheses and assess whether the difference of the means for the two
clusters is significant or not we use the t-test of difference of two means computed in 
SPSS. Table 5.18 indicates means and standard deviations of the 66 perception variables
for Cluster 1 and Cluster 2, and one-tailed t-test of differences in two means at 5% (one-
tailed) level of significance.
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Table 5.18 The Descriptive Statistics for Perception Scores

First Cluster
(n=8)

Second Cluster 
(n=12)

t-test
(one-tailed)

Equality of
Variances

Perception
Variables Mean Std.

Dev.
Mean Std.

Dev.
t-value

(df)
Sig. F Sig.

B: Entrepreneur’s Motives for International Activities
(qb.2)-International outlook in 
the beginning

4.38 .744 3.75 1.215 1.295
(18)

.106 .691 .417

(qb.3)-Position in the domestic
market

4.13 .991 4.50 .522 -.983
(18)

.175 16.200 .001

(qb.7)-Satisfaction of export 
development

4.63 .518 3.75 1.422 1.947
(18)

.036 6.975 .017

D: Entrepreneur’s Perception of International Opportunities & Entrepreneur’s Social Network 
(qd.1)-Knowledge of 
International opportunity

4.63 .513 4.83 .389 -1.029
(18)

.158 3.673 .071

(qd.3)-Get informed of Int.
opportunities

4.63 .518 3.91 .831 2.143
(17)

.024 .036 .851

(qd.4)-Get informed by SPN, 
family & friends 

3.63 1.188 3.50 1.508 .197
(18)

.423 .543 .471

(qd.5)-Get informed by SPN, 
colleagues & customers

4.00 1.195 4.08 1.311 -.144
(18)

.443 .055 .817

(qd.6)-Reaction to opportunities 4.63 .744 4.83 .389 -.823
(18)

.210 3.360 .083

(qd.7)-Role of experience in 
grasping opportunities

4.75 .463 4.75 .452 .000
 (18) 

.500 .000 1.000

(qd.8)-Trustworthiness of the 
information

4.50 .756 4.58 .900 -.216
(18)

.416 .000 1.000

(qd.9)-Legitimacy of information 4.25 1.389 4.30 1.059 -.087
(16)

.466 .071 .793

(qd.10)-Financial benefit of SPN 3.13 1.553 2.75 1.422 .557
(18)

.292 .006 .937

EF: Entrepreneur’s Attitude and Behavior towards International Opportunities
(qe.1)-Importance of Int.
activities

5.00 .000 5.00 .000 .000
(18)

.500 - -

(qe.2)-Importance of knowledge of
Int. opportunities

5.00 .000 4.92 .289 .809
 (18) 

.214 3.168 .092

(qe.4)-Risk-taking in Int. 
activities

3.63 .916 3.67 1.670 -.064
(18)

.475 2.947 .103

(qe.5)-Intentional towards 
opportunities

4.88 .354 4.08 1.165 2.207
(18)

.022 7.902 .012

(qe.6)-Type of behavior in 
seizing Int. opportunities

3.75 1.035 3.92 1.084 -.343
(18)

.368 .005 .945

(qf.2)-Impact of experience on 
seizing opportunities

4.38 .518 4.58 .515 -.885
(18)

.194 .131 .721

(qf.3)-Impact of Education on 
seizing opportunities

4.25 .463 3.92 .996 .879
(18)

.195 3.476 .079

(qf.9)-Selecting market through
market research 

4.00 1.069 4.09 .701 -.225
(17)

.412 .891 .358

(qf.10)-Market selection through. 
SPN’s information

3.00 1.414 2.67 1.303 .542
(18)

.292 .024 .880
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First Cluster Second Cluster t-test (one-
tailed)

Equality of
Variances

Perception
Variable

Mean Std.
Dev.

Mean Std.
Dev.

t-value
(df)

Sig F Sig.

G: Entrepreneur’s Characteristics and Entry Mode 

(qg.3)-Technical skills & entry 
mode

4.75 .463 4.42 .669 1.223
(18)

.118 3.103 .095

(qg.4)-Business management skills
& entry mode

4.75 .463 4.08 1.165 1.529
(18)

.072 1.576 .225

(qg.5)-Preference for new
geographical  market

4.63 .518 4.17 .835 1.379
(18)

.087 2.204 .155

(qg.6)-Looking for new 
customers

4.38 1.408 4.50 .522 -.283
(18)

.39 2.416 .137

(qg.7)-Competitiveness & new 
product

3.50 1.069 3.83 1.337 -.589
(18)

.281 .345 .564

(qg.8)-Competitiveness & new 
marketing practice

4.23 .835 4.25 1.215 -.253
(18)

.401 .487 .494

(qg.9) -Developing new products 
for int. market

3.75 1.488 3.83 1.467 -.124
(18)

.451 .010 .921

H: The Firm’s Characteristics

(qh.1)-Firm’s experience & entry
mode/market selection

4.75 .463 3.92 1.084 2.040
(18)

.028 2.599 .124

(qh.2)-Employees’ support for 
Int. activities

4.88 .354 4.33 .888 1.630
(18)

.038 4.531 .047

(qh.3)-Access to resources for int. 
activities

4.13 .835 3.83 1.030 .667
(18)

.256 .120 .733

(qh.4)-All product qualified for 
Int. market

4.88 .354 4.00 .853 2.730
(.014)

.007 1.244 .279

(qh.7) -Adaptation of Int. 
operations and objectives

3.75 1.282 3.75 1.055 .000 .500 .711 .410

(qh.8)-Fortuitous orders 3.63 1.188 2.75 1.138 1.656
(18)

.058 .035 .854

(qh.9)-Coordination of firm’s
goal & Int. operations

4.63 .518 3.25 1.603 2.329
(18)

.016 12.494 .002

I: Domestic Environment

(qi.1)-Trade policy 4.57 1.134 4.50 .522 .189
(17)

.426 1.052 .319

(qi.2)-Fiscal burden of the 
government

4.71 .488 3.64 1.120 2.386
(16)

.015 2.262 .152

(qi.3)-Government intervention
in the economy 

3.38 1.506 4.00 1.348 -.970
(18)

.172 .241 .629

(qi.4)-Monetary policy 3.88 1.246 3.83 .937 .085
(18)

.466 .000 .992

(qi.5)-Capital Flow & foreign 
investment

3.88 1.808 4.33 .778 -.784
(18)

.253 6.687 .019

(qi.6)-Banking and finance system 4.25 1.389 4.50 .798 -.513
(18)

.302 .779 .389

(qi.7)- Level of wages 3.50 1.604 3.73 1.191 -.355
(17)

.363 .921 .351
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First Cluster Second Cluster t-test (one-
tailed)

Equality of
Variances

Perception
Variable

Mean Std.
Dev.

Mean Std.
Dev.

t-value
(df)

Sig. F Si.05g
.

(qi.8)-Legal structure & property
right

3.25 1.488 3.64 1.206 -.625
(17)

.27 .959 .341

(qi.9)-Trade regulations 4.25 .707 4.17 .835 .232 (18) .409 .528 .477

(qi.10)-Black market 2.88 1.356 3.33 1.371 -.736
(18)

.235 .092 .765

(qi.11)-Size of the government 4.00 1.414 4.42 .669 -.890
(18)

.192 2.195 .156

(qi.12)-Rate of inflation 4.25 1.035 4.17 1.193 -.161
(18)

.437 .058 .812

(qi.13)-Freedom to own foreign 
currency

3.75 1.488 3.75 .866 .000
(18)

.500 2.189 .158

(qi.14)-Taxes on international 
trade

4.25 1.035 4.00 1.206 .479
(18)

.318 .056 .815

(qi.15)-Regulatory trade barriers 3.63 1.408 3.92 1.311 -.473
(18)

.221 .074 .789

(qi.16)-Access to foreign capital 
markets

3.75 1.488 4.00 .739 -.501
 (18) 

.335 4.030 .060

(qi.17)-Access to credit from
private banks

4.00 1.309 4.00 1.044 .000
(18)

.500 .054 .819

(qi.18)-Interest rate of bank 
deposits and loans

4.38 1.408 4.42 .793 -.085
(18)

.466 .695 .415

(qi.19)-Minimum wages 3.25 1.488 3.82 .982 -1.006
(17)

.164 2.939 .105

(qi.20)-Hiring and firing practices 3.71 .951 3.55 1.293 .297
(16)

.385 1.205 .289

(qi.21)-Price controls 3.25 1.389 4.08 1.240 -1.404
(18)

.088 .700 .414

(qi.22)-Administrative conditions
and new business

2.75 1.488 3.83 1.115 -1.865
(18)

.034 3.166 .092

(qi.23)-Time spending to deal 
with government bureaucracy

3.38 1.506 3.92 1.505 -.788
(18)

.220 .169 .686

(qi.24)-Starting new business is 
easy

2.75 1.282 2.92 1.564 -.250
(18)

.402 2.044 .170

(qi.25)-Connection between 
irregular payments and receiving 
various permit

3.57 1.512 4.36 1.027 -1.331
(16)

.101 1.321 .267

J: State of Industry in Domestic Market 
(qj.1)-Knowing competitors in
domestic market

4.50 1.414 4.58 .793 -.169
(18)

.433 .534 .474

(qj.2)-Knowing competitors in
world market

3.88 1.553 3.42 1.165 .756
(18)

.430 .608 .446

(qj.3)-Importance of information
about competitors

5.00 .000 4.58 .793 1.820
(18)

.048 15.140 .001

(qj.6)-Importance of competitive
policy in performance

4.50 .535 4.08 1.311 .985
 (18) 

.170 5.396 .032

(qj.7)-Free entry in domestic 
market

4.88 .354 3.83 .937 3.494
(18)

.0015 5.616 .029

(qj.8)-General condition of 
competition

4.63 .518 4.18 .874 1.275
(17)

.109 3.571 .076
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A review of the t-test (one-tailed) findings in Table 5.19 indicates that Cluster 1 and
Cluster 2 firms differ significantly on 14 perception variables. It indicates that the
alternative hypotheses (H1) are confirmed for 13 perception variables. With respect to 1
variable (qi.2), mean perception for Cluster 1 type firms is higher than Cluster 2 type
firms; therefore, the null hypothesis (H0) is not rejected. Table 5.19 indicates the statistical
significant variable (s) in each group of variables. 

Table 5.19 Statistical Significant Variables between Cluster 1 and 2

Group of Variables Perception Variables 
B: Entrepreneur’s Motives for International Activities 1- (qb.7) - Satisfaction of export development

D: Entrepreneur’s Perception of International Opportunities
& Entrepreneur’s Social Network

2- (qd.3) - Get informed of International opportunities

EF: Entrepreneur’s Attitude and Behavior towards
International Opportunities

3- (qe.5) - Intentional towards opportunities

G: Entrepreneur’s Characteristics and Entry Mode 4- (qg.4) - Business management skills & entry mode
H: The Firm’s Characteristics 5- (qh.1) - Firm’s experience & entry mode/market

selection
6- (qh.2) - Employees support for international activities
7- (qh.4) - All products are qualified for international
market
8- (qh.8) - Receipt of fortuitous orders
9- (qh.9) - Coordination of the firm’s goal and
international operations.

I: Domestic Environment 10- (qi.2) – Fiscal burden of the government
11- (qi.21)- Price controls
12- (qi.22) – Administrative conditions and new business

J: State of Industry in Domestic Market 13- (qj.3) – Importance of information about competitors
14- (qi.7) – Free entry in domestic market

Table 5.18 indicates that the mean perceptions of Cluster 1 and Cluster 2 entrepreneurs
are significantly different (heterogeneous variability) for the following perception variables.
1. For variable qb.7, the mean perception score of Cluster 1 type entrepreneurs is

significantly higher than the mean perception score for Cluster 2 type entrepreneurs at
3.6% level of significance. This means that entrepreneurs in Cluster 1 are more
satisfied with their export development than Cluster 2 type entrepreneurs.

2. For variable qd.3, the mean perception score of Cluster 1 type entrepreneurs is
significantly higher than the mean perception score for Cluster 2 type entrepreneurs at
2.4% level of significance. This means that entrepreneurs in Cluster 1 are more
confident that they are informed of international market opportunities than Cluster 2 
type entrepreneurs.

3. For variable qe.5, the mean perception score of Cluster 1 type entrepreneurs is
significantly higher than the mean perception score for Cluster 2 type entrepreneurs at
2.3% level of significance. This means that entrepreneurs in Cluster 1 are more
intentional towards international opportunities than Cluster 2 type entrepreneurs.

4. For variable qg.4, the mean perception score of Cluster 1 type entrepreneurs is 
significantly higher than the mean perception score for Cluster 2 type entrepreneurs at
7.2% level of significance. This means that entrepreneurs in Cluster 1 consider the
business management skills more influential in selection of the entry mode and market
than Cluster 2 type entrepreneurs.
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5. For variable qh.1, the mean perception score of Cluster 1 type entrepreneurs is
significantly higher than the mean perception score for Cluster 2 type entrepreneurs at
2.8% level of significance. This means that entrepreneurs in Cluster 1 consider the
firm’s experience more influential in selection of entry mode and market than Cluster
2 type firms. 

6. For variable qh.2, the mean perception score of Cluster 1 type entrepreneurs is
significantly higher than the mean perception score for Cluster 2 type entrepreneurs at
3.8% level of significance. This means that entrepreneurs in Cluster 1 have greater
employee support in their international activities than Cluster 2 type entrepreneurs.

7. For variable qh.4, the mean perception score of Cluster 1 type entrepreneurs is
significantly higher than the mean perception score for Cluster 2 type entrepreneurs at
0.7% level of significance. This means that products in Cluster 1 type firms are more
qualified for export than Cluster 2 type firms. 

8. For variable qh.8, the mean perception score of Cluster 1 type entrepreneurs is
significantly higher than the mean perception score for Cluster 2 type entrepreneurs at
5.8% level of significance. This means that firms in Cluster 1 have received more 
fortuitous orders that Cluster 2 type firms. 

9. For variable qh.9, the mean perception score of Cluster 1 type entrepreneurs is
significantly higher than the mean perception score for Cluster 2 type entrepreneurs at
1.6% level of significance. This means that coordination of firm’s goals and its 
international operations are more confirmed by Cluster 1 type entrepreneurs than
Cluster 2 type entrepreneurs.

10. For variable qi.2, the mean perception score of Cluster 1 type entrepreneurs is 
significantly higher than the mean perception score for Cluster 2 type entrepreneurs at
1.5% level of significance. This means that entrepreneurs in Cluster 1 consider the
fiscal burden of the government more influential than Cluster 2 type entrepreneurs.

11. For variable qi.21, the mean perception score of Cluster 1 type entrepreneurs is
significantly lower than the mean perception score for Cluster 2 type entrepreneurs at
8% level of significance. This means that entrepreneurs in Cluster 2 consider monetary
policy more influential than Cluster 1 type entrepreneurs.

12. For variable qi.22, the mean perception score of Cluster 1 type entrepreneurs is
significantly lower than the mean perception score for Cluster 2 type entrepreneurs at
3.9% level of significance. This means that entrepreneurs in Cluster 2 consider
administrative conditions for starting new businesses more influential than Cluster 1 
type entrepreneurs.

13. For variable qj.3, the mean perception score of Cluster 1 type entrepreneurs is
significantly higher than the mean perception score for Cluster 2 type entrepreneurs at
4.8% level of significance. This means that entrepreneurs in Cluster 1 consider
information about their competitors more important than Cluster 2 type
entrepreneurs.

14. For variable qj.7, the mean perception score of Cluster 1 type entrepreneurs is
significantly higher than the mean perception score for Cluster 2 type entrepreneurs at
0.15% level of significance. This means that entrepreneurs in Cluster 1 consider
freedom of entry into the domestic market more complete than Cluster 2 type
entrepreneurs.
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However, in addition to these 14 variables for which we have statistical significance, we 
have nine variables for which the variability in perception scores for the two clusters is
significant.

1. For variable qb.3, the variability in perceptions for Cluster 1 type entrepreneurs is 
significantly higher than those for Cluster 2 type entrepreneurs (F=16.200; p<.001).

2. For variable qb.7, the variability in perceptions for Cluster 1 type entrepreneurs is 
significantly lower than those for Cluster 2 type entrepreneurs (F=6.975; p<.017).

3. For variable qe.5, the variability in perceptions for Cluster 1 type entrepreneurs is 
significantly lower than those for Cluster 2 type entrepreneurs (F=7.902; p<.012).

4. For variable qh.9, the variability in perceptions for Cluster 1 type entrepreneurs is 
significantly lower than those for Cluster 2 type entrepreneurs (F=12.494; p<.002).

5. For variable qi.5, the variability in perceptions for Cluster 1 type entrepreneurs is
significantly higher than those for Cluster 2 type entrepreneurs (F=6.687; p<.019).

6. For variable qi.16, the variability in perceptions for Cluster 1 type entrepreneurs is 
significantly higher than those for Cluster 2 type entrepreneurs (F=4.030; p<.060).

7. For variable qj.3, the variability in perceptions for Cluster 1 type entrepreneurs is 
significantly lower than those for Cluster 2 type entrepreneurs (F=15.140; p<.001).

8. For variable qj.6, the variability in perceptions for Cluster 1 type entrepreneurs is 
significantly lower than those for Cluster 2 type entrepreneurs (F=5.36; p<.032).

9. For variable qj.7, the variability in perceptions for Cluster 1 type entrepreneurs is 
significantly lower than those for Cluster 2 type entrepreneurs (F=5.616; p<.029).

Analysis of t-test findings and significant variables based on the theoretical frame of 
reference and the research questions identifies differences between the two clusters. With 
respect to the entrepreneurs’ motives for international activities, findings show that Cluster
2 type entrepreneurs are more consistently motivated by their domestic market position
(qb.3) than Cluster 1 type entrepreneurs. This indicates that in comparison with Cluster 2 
type firms, Cluster 1 type entrepreneurs not only are significantly more confident that they
are informed of international market opportunities (qd.3), but also are significantly more
intentional and consistent towards seizing international market opportunities (qe.5). Due 
to this alertness and receptive attitude towards international market opportunities (Kirzner,
1997), Cluster 1 type entrepreneurs have established firms that are significantly different
from Cluster 2 type firms, because they are targeting the international market from 
inception. Therefore, since Cluster 1 type firms have been international from inception,
coordination between the firms’ goals and their international operation (qh.9) is more
consistently considered significantly important for Cluster 1 type entrepreneurs (Aharoni,
1966).

In order to achieve this goal, all the resources of the firm, including human resources, are
devoted to the international activities of the firm. Therefore, the entrepreneurs have the
employees’ support for international activities (qh.2), so that all of the products are
qualified for the international market (qh.4) (ibid.). The next significant difference
between Cluster 1 and Cluster 2 type firms’ characteristics concerns the firm’s experiences
(qh.1). Since all Cluster 1 type firms are active in international markets from inception, the 
firms’ experience reflects intangible resources that entrepreneurs provide for the firm, due 
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to their experience (Westhead et al., 2001). The next significant perception variable is the 
receipt of fortuitous orders (qh.8), which reflects success of SMEs in the international
market (Wiedersheim-Paul et al., 1978). Findings indicate that Cluster 1 type firms have
received more fortuitous orders than Cluster 2 type firms. 

The next significant variable that differentiates the two clusters of firms deals with the
entrepreneurs’ characteristics (qg.4) that distinguish the founders’ previous industry-
specific management knowledge, as reflected in starting their businesses in the same or
similar industry as their former employers (Westhead et al., 200). In fact, for the Cluster 
1type entrepreneurs, business management know-how has facilitated the entry of the firms 
into international market.

The next group of significant variables deals with the domestic environment and the state
of industry. The specific condition of industry in the domestic market (qj.7: free entry and
intensive competition) and the entrepreneurs’ knowledge of the competitors (qj.3) have
more consistently pressured the Cluster 1 type entrepreneurs into establishing international
new ventures (Zahra et al., 1997; Des et al., 1990). In comparison with Cluster 2 type 
entrepreneurs, entrepreneurs in Cluster 1 have been more consistent in adopting
competitive policies in their international activities.

With respect to domestic environment variables, confirmation of alternative hypothesis 
(H1) for two perception variables (qi.21: price control and qi.22: administrative conditions
and new business) indicates that the Cluster 1 mean is significantly lower than the Cluster
2 mean. This means that Cluster 2 type entrepreneurs are more affected by price control
(qi.21) and the administrative conditions for establishment of new business (qi.22) in their
international activities than Cluster 1 type entrepreneurs. Meanwhile, the findings indicate
that Cluster 2 type entrepreneurs are more consistent in their perception regarding the
impact of foreign investment (qj.5) and accessibility of foreign capital (qi.16) on their
international activities than Cluster 1 type entrepreneurs.

In summary, consistent with the theoretical frame of reference and supporting
assumptions, analysis of the significant perception variables indicates that the
internationalization process in Cluster 1 type firms is an entrepreneurial action that starts
with discovery of foreign market opportunities and has continued due to the alertness of
the entrepreneurs and their intention and capacity for realization of international market
opportunities. Although an analysis of variables for which significant differences between 
the clusters’ means clarifies, to some extent, the impact of entrepreneurs on the process of
internationalization in Cluster 1 type firms, it does not provide a clear picture of the 
impact of entrepreneurs on the process of internationalization in Cluster 2 type firms.

Therefore, with respect to the findings of the cross-case analysis that distinguish both
similarities and dissimilarities of two clusters of firms in different issues, in the next section
we will also look at the variability of perceptions on the variable for which no significant
differences between two clusters were found. In fact, by looking at the “homogeneity of
variances”, we attempt to gain more information about the variables for which the
variability of the two clusters can be considered the “same”.
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5-5-4- Homogeneity of Variances

Consistent with qualitative data and t-test of differences between means in the two
clusters, analysis of variability of perceptions on the variables for which no significant
differences between the two clusters were found are also presented in this section on the 
basis of theoretical frame of reference and the embedded units of analysis. 

Group B: Entrepreneurs’ Motives for International Activities
With respect to entrepreneurs’ motives for starting international activities, entrepreneurs in 
the two clusters are consistent in their international outlook. This means that they
consistently consider international activities very important from inception. However, on
question qb.3, the variability in perceptions of Cluster 1 type entrepreneurs is significantly
higher than those for Cluster 2 type entrepreneurs (F=16.200; p<.001). This means that 
entrepreneurs in the second Cluster are more consistent in their perception regarding the
impact of the position of the firm in the domestic market on their international activities.

Group D: Entrepreneurs’ Perception of International Opportunities and Impact of Social
Networks
Generally speaking, the variability in perception scores on this group of variables for 
Cluster 1 and Cluster 2 firms is the “same”. This means that not only are entrepreneurs in 
both Clusters 1 and 2 consistent in their perception of international opportunities (qd.1), 
but they are also consistent in their perception of information and financial benefit of their
social and business networks (qd.4, qd.5, qd.8, qd.9 and qd.10). They are also consistent in 
their perceptions of the role of experience in grasping the opportunities (qd.7) and their
reactions to opportunities (qd.6). However, for one variable (qd.3) the mean perception
score of Cluster 1 entrepreneurs is significantly higher than the mean perception score for
Cluster 2 type entrepreneurs.

Group EF: Entrepreneurs’ Attitude and Behavior towards International Opportunities
Except for one perception variable (qe.5) (F=7.902; p<.012), the variability in perception 
score on attitude and behavior variables for Cluster 1 and Cluster 2 firms is the “same”.
This means that entrepreneurs’ perceptions regarding importance of international activities
(qe.1) and knowledge of international opportunities (qe.2) in both clusters are similar.
They are also consistent in their behavior (qe.6) and risk-taking (qe.4).  Consistency also
exists between the entrepreneurs’ perception regarding impact of experience (qf.2) and 
education (qf.3) on their behavior for seizing the opportunities. Entrepreneurs in both
clusters are also consistent in their market selection policies (qf.9 and qf.10). However, for 
one variable (qe.5), the mean perception of Cluster 1 type entrepreneurs is significantly
higher than the mean perception scores for Cluster 2 type entrepreneurs. This means that 
entrepreneurs in both clusters have similar attitude and behavior towards international
opportunities, except in their intention towards international opportunities (qe.5) that has
resulted in establishment of firms that are international from inception.
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Group G: Entrepreneurs’ Characteristics and Entry Mode
With respect to the impact of the entrepreneurs’ characteristics on selection of entry
mode, the variability in perception scores for Cluster 1 and Cluster 2 firms is the “same”.
Entrepreneurs in both clusters not only are consistent in their perception about the role of
technical skills (qg.3) and management skills (qg.4) in selection of entry mode (qg.3), but 
also they are consistent in the adopted competitive policies (qg.5, qg.6, qg.7, qg.8, and
qg.9) in the international market. However, for one variable (qg.4), the mean perception 
of Cluster 1 entrepreneurs is significantly higher than Cluster 2 type entrepreneurs.

Group H: The Firm’s Characteristics & Motivating Forces
With respect to the impact firm’s characteristics on the process of internationalization of
the firm, the variability in perception scores for both clusters is the “same”, except for
variable qh.9 (F=12.494; p<.002), for which the variability for Cluster 1 type firms is 
significantly lower than for Cluster 2 type firm. This means that the two clusters of
entrepreneurs are inconsistent in their perception regarding importance of coordination of
the firm’s goal and international operations. With respect to six other variables in this
group, consistency exists between Cluster 1 and Cluster 2 type entrepreneurs. This means 
that entrepreneurs’ perceptions regarding the impact of firm’s experience in selection of
entry mode (qh.1) and adaptation of international operations and the firm’s objective
(qh.7) are the same in both clusters. Consistency exists also between the entrepreneurs’
perceptions regarding the employees’ support (qh.2), access to resources (qh.3) and having
qualified products for international markets (qh.4). However, for five variables (qh.1, qh.2,
qh.4, qh.8 and qh9), the mean perception for Cluster 1 type firms is significantly higher 
than the mean perception of Cluster 2 type firms.

Group I: Domestic Environment
With respect to the impact of domestic environment variables on international activities of
the firm, the variability in perception scores for Cluster 1 and Cluster 2 type firms is the 
same, except for two variables: qi.5 (F=6.687; p<.019) and qi.16 (F=4.030; p<.060). In
fact, as discussed before, the variability in perception for Cluster 1 type entrepreneurs is
significantly higher than those for Cluster 2 type entrepreneurs. This means that
entrepreneurs in the two clusters show more consistency regarding the importance of
capital flow and foreign investment (qi.5) and access to foreign capital markets (qi.16) in 
the international activities than the Cluster 1 type entrepreneurs. However, with respect to
the remaining 23 variables, t-test does not identify any significant variability. This means
that, generally speaking, the variability in perception scores on the domestic environment
variables for Cluster 1 and 2 is the “same”. However, for two variables (qi.21 and qi.22), 
the mean perception for Cluster 2 type entrepreneurs is significantly higher than the mean
perception of Cluster 1 type entrepreneurs.

Group J: State of Industry in Domestic Market
This group of variable includes six variables of which the variability in perception scores
on three variables (qj.1, qj.2 and qj.8) for Cluster 1 and Cluster 2 is the “same”.  This
means that entrepreneurs in two clusters are consistent in their perception regarding the
importance of knowing competitors in their domestic (qj.1) and world (qj.2) markets. 
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They are also consistent in their perception regarding general conditions of competition in
the domestic market.  However, variability in perception score is significant for the 
remaining three variables (qj.3 (F=15.410; p<.001), qj.6 (F=5.396; p<.032) and qj.7
(F=5.616; p<.029). This means that entrepreneurs in the first cluster show greater
consistency with regard to the importance of information about competitors, the 
importance of competitive policy in the performance of the firm in international market
and freedom of entry in the domestic market.

5-5-5- Summary of the Mean Analysis

In summary, comparison of means in two clusters with t-test indicates that:
Cluster 1 and Cluster 2 type firms differ significantly on 14 perception variables (Table
5.20) at the 5% (one-tailed) level of significant:

o For 11 variables (qb.7, qd.3, qe.5, qg.4, qh.1, qh.2, qh.4, qh.8, qh.9, qj.3
and qj.7), mean perception for Cluster 1 type firms is significantly higher 
than the mean perception of Cluster 2 type firms, 

o For 2 variables (qj.21 and qj.22), mean perception for Cluster 2 type firms 
is significantly higher than the mean perception of Cluster 1 type firms,

o For 1 variable (qi.2), the null hypothesis is not rejected,
Variability in perception scores for two Clusters is significant for nine variables.

o For six variables (qb.7, qe.5, qh.9, qj.3, qj.6 and qj.7), the variability in 
perception scores for Cluster 1 type entrepreneurs is significantly lower
than those for Cluster 2 type entrepreneurs,

o For three variables (qb.3, qi.5 and qi.16), the variability in perception
scores for Cluster 1 entrepreneurs is significantly higher than those for 
Cluster 2 type entrepreneurs,

Analysis of means in two clusters and findings of t-tests have identified differences between
two clusters of entrepreneurs and firms that to some extent shed light on the findings of
the qualitative data analysis. Therefore, in the next chapter, we analyze and interpret both
qualitative and quantitative data in order to answer the research questions and solve the
research problem.
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Chapter Six – Analysis, Discussion and Interpretation of the 
Empirical Study 

6-1- Introduction

The empirical data from the twenty mini-cases and questionnaires were presented in 
Chapter Five. As described in the previous chapters, with respect to the purpose of the
study and due to the key role of the entrepreneurs in the process of internationalization of
SMEs (Westhead et al., 2001; Miesenbock, 1988), we interviewed the owners / founders
of the firms or other managers who were introduced as the key informants with regard to 
the international activities of the firms. In 11 cases we managed to interview the sole
founder or one of the founders (9 Managing Directors and 2 Board Members), and 9 
interviews were completed with other managers of the companies (7 export or
commercial managers and 2 other managers) who were introduced as informants in the
subject of research. Following each interview, respondents were given a questionnaire and
asked to complete and return it at their earliest convenience.

The empirical study presented in Chapter Five included three main sections. The first 
section provided the general information about the selected cases, while the second and
third sections were devoted to analysis of qualitative and quantitative data. The case studies
were followed by the cross-case analysis (qualitative data) that presented the findings from 
the within-case analysis and made a cross-case comparison that resulted in division of the
selected cases into two clusters. The first cluster included the SMEs that were established
based on the entrepreneurs’ perceptions and knowledge of international market
opportunities and were international from inception. The second cluster included the
SMEs that were founded on the basis of entrepreneurs’ knowledge of domestic market 
opportunities and started their international activities after development in the domestic
market.

The quantitative data were presented in Section 5.5, which included analysis of 66 five-
point Likert questions. With respect to the number of variables, scale of the measurement
and sample size, we used t-test of differences between two means to assess whether the
differences between means of variables in two clusters are significant or not. In both 
sections (qualitative and quantitative data analysis), the data were organized along the
embedded units of the analysis and topics identified in the theoretical frame of reference.

Therefore, in order to finish the data analysis process, this chapter is devoted to analysis
and interpretation of qualitative and quantitative data. As stated in Chapter Five, analysis is
according to the emerged theoretical frame of reference and the embedded units of the
analysis in order to solve the research problem and answer the research questions.

This chapter starts with review of the research problem, research questions and embedded
units of analysis that resulted in the theoretical frame of reference. This review provides a 
clearer picture of the assumptions and the theoretical basis and components of the model
that support the analysis of findings. The second section is devoted to the analysis of the

 252



data presented in Chapter Five. In this study, the properties of the concepts are explored
in the face-to-face interviews, which are followed up with very limited testing of these
properties in the subsequently completed questionnaire. Meanwhile, since the quantitative
data are secondary in importance to the qualitative data, findings of the mean analysis are
considered confirmatory of the findings from the cross-case analysis. Therefore, the
findings of the qualitative and quantitative data will be compared and integrated for final 
conclusion, because when different methods produce the same results, this can be seen as a
validation of the findings that is likely to give more reliable results (Campell & Fiske 
(1959) in Wilkund, 1998). 

6-2- Theoretical Frame of Reference

As discussed in Chapter One, the research presented here was prompted by three facts:
1. The growing role and contribution of SMEs in economic development and long-term

social stability (Hubenr, 2000)
2. Necessity of the internationalization of SMEs in developing countries due to the

increasing competitive pressure and reduction of the direct subsidies and protection
formerly received from governments

3. Lack of studies examining the internationalization of SMEs in the developing
countries (Kuada & Sörensen, 2000; Coviello & McAuley, 1999; Das, 1994) that has
given rise to the argument of applicability of the findings of the internationalization
studies to these countries (Zafarullah et al., 1998; Leonidou & Katsikeas, 1996; Das,
1994; Miesenbock, 1988; Kaynak & Kotari, 1985) 

Therefore, with respect to the given role of the entrepreneurs in this process (Westhead,
2001; Miesenbock, 1988) and growing attention to entrepreneurship in this area of 
research, the main assumption supporting this study is that: “entrepreneurs have the key role in 
the process of internationalization of SMEs”.

However, this research has its origin in three questions that identify the core components
of internationalization that distinguish it from other types of growth strategies:
1. Why do entrepreneurs undertake to internationalize the SMEs?
2. How do entrepreneurs realize the international operations (entry mode) in SMEs?
3. Where do entrepreneurs locate the international operations (market selection) of the

SMEs?

Based on this background, the main purpose of the study has been defined as: to gain a 
better understanding of the process of internationalization of SMEs in Iran. In order to achieve 
this purpose we have attempted to clarify: 1) the impact of the entrepreneurs who make
decisions and lead the firm in the process of internationalization, 2) the driving forces that
influence entrepreneurs’ perceptions, decisions and actions towards involvement in
international operations, and 3) the factors that influence the entrepreneurs’ decisions
regarding entry mode and market selection.
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However, since simple listing of the influential factors identified in previous research is not
likely to aid any progress (Miesenbock, 1988), we adopted a theoretical discipline that 
explains the key role of the entrepreneurs in SME internationalization (Reid, 1981;
Aharoni, 1966) and realization of SMEs’ internationalization.

6-2-1- Entrepreneurial Discovery of International Market Opportunities

The “Theory of Entrepreneurial Discovery” (Kirzner, 1997) describes the whole market as
an “entrepreneurially driven process” that explains how entrepreneurs drive markets by 
discovering and exploiting opportunities that have been overlooked by others. Therefore,
since internationalization is one of the activities that form the market, it was concluded
that “the process of internationalization starts through the discovery of foreign market opportunities by 
entrepreneurs”.

In summary, we conceptualize the process of the SMEs’ internationalization as an
entrepreneurial action that is driven through discovery and exploitation of foreign market
opportunities. Therefore, the actual research problem was formulated as: 
“How can the entrepreneurs’ impact on the process of internationalization of SMEs in Iran be
described?”

Conceptualization of the internationalization process as a series of opportunities discovered 
by entrepreneurs leads us to the critical issue of how entrepreneurs come to identify
information sources of market opportunities.

6-2-2- International Opportunities and Entrepreneurs’ Social Networks 

In order to respond to the previous question, we adopt the social network analysis view 
that ‘the production of information is embedded in the society; it is a social product’ (Granovetter,
1985). Therefore, we concluded that “knowledge of foreign market opportunities is contingent 
upon idiosyncratic benefit of entrepreneurs’ social networks in which they are embedded” (Ellis, 2000;
Shaw, 1997). By adopting an entrepreneurial approach we conceptualize the 
internationalization of SMEs as an entrepreneurial action wanted and triggered by
entrepreneurs embedded in social networks. Therefore, the first research question was
formulated as: “How do the entrepreneurs’ social networks affect the process of internationalization
of the SMEs in Iran?”

6-2-3- Entrepreneurs’ Motivation, Attitude and Behavior

However, though opportunity springs up everywhere (Burt, 1992), the social network is 
not sufficient to explain all factors required for converting information about market
opportunities into action. It depends on whom the information benefits and it requires
active players. In other words, according to Aldrich & Zimmer (1986), variation in 
behavior depends on the motivations and entrepreneurial attitudes and behaviors of the 
player, because entrepreneurs are driven by opportunity-seeking behavior, not by a simple 
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desire to invest resources. Therefore, the analysis indicated that we can assume that
“conversion of the information about the market opportunities requires entrepreneurial alertness and 
boldness that indicates the receptiveness of entrepreneurs to available opportunities that are 
overlooked”. However, based on the views and findings of the internationalization studies
(Yli-Reno et al., 2002; Miesenbock, 1988) that identify decision-makers’ attitudes toward
and preference for foreign markets as a major determinant of internationalization, we
formulated the second research question as: “How do the entrepreneurs’ motivations, attitudes 
and behaviors affect the process of internationalization of SMEs in Iran?”

Although market opportunities are a necessary condition for entrepreneurship, they are
not a sufficient; information must come to the person who has the capacity to take
advantage of the opportunity.

6-2-4- Impact of the Entrepreneurs’ Skills and Experiences on Entry 
Mode and Market Selection 

In order to take advantage of opportunities through entrepreneurial activity, people must
possess the necessary capacities (GEM, 1999-2002). These capacities are tangible and
intangible resources to the firm that are individual properties that accrued to the
entrepreneurs through education and experience (Westhead et al., 2001). Therefore, it was 
concluded that “entrepreneurs with considerable management know-how, more resources, denser
information and contact networks, and considerable industry-specific know-how are more likely to 
enter international markets” (Hisrich & Peters, 2002). This means that entrepreneurs must
‘act’ and enter the market with a new idea, with a better product, with a more attractive
price, or with a new technique of production (Schumpeter, 1934). Thus, entrepreneurs’
characteristics and behavior are important in the discovery of market opportunities and
identification of the way in which the entrepreneur influences the firm’s entry mode. 
Based on Schumpeter’s (1934) classification, Andersson (2000) distinguishes three types of
entrepreneurs: technical, marketing and structure entrepreneurs. In addition to this
classification, Ibeh & Young (2001) describe entrepreneurs as active, proactive and
aggressive in conceptualization of entry mode and market selection. Therefore, the third 
research question is stated as:
“How do entrepreneurs’ skills and experience affect the realization of the process of
internationalization of the SMEs in Iran through selection of the entry mode and market?” 

6-2-5- Entrepreneurs’ Perceptions of the Firms’ Characteristics and 
Domestic Environment 

Although entrepreneurial skills are required to turn knowledge of opportunities into
action, entrepreneurial behavior is partly affected by the belief that entrepreneurship is 
socially acceptable and that entrepreneurs themselves are respected in the community
(GEM 1999-2002). Attitude-behavior discrepancy also exists in international activities.
Esghi (1992) has related this to “facilitating moderation conditions” (e.g., presence of 
strong social norms) that makes the behavior impossible; thus, attitude becomes unrelated
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to behavior. Therefore, internationalization depends partly on the social system,
“organization” and “environment”, in which the process takes place (Aharoni, 1966). 
Internationalization studies identify different sets of variables that characterize the firm 
(Ibeh & Young, 2001; Andersson, 2000; Miesenbock, 1988) while “theory of
entrepreneurial discovery” is focused on “competition” and “freedom of entry”. This theory 
has related the level of entrepreneurial activities (in this study; internationalization) to the
economic freedom that makes competition possible. In addition to economic freedom at a
general national level, findings of the international studies (EFW: 2002 Annual Report;
Index of Economic Freedom) identify state of competition and freedom of entry in any
specific industrial sector as important factors.

Based on the findings of the internationalization studies, we concluded that entrepreneurs’
perceptions of the “firms’ characteristics” (Young, 2001; Andersson, 2002) and “domestic
environment” (Zahra et al., 1997) influence the entrepreneurs’ attitudes and behaviors in the
process of the internationalization of SMEs in Iran. In fact, by adopting an entrepreneurial
approach in this study we aim at studying the internationalization of SMEs as an 
entrepreneurial action wanted and triggered by entrepreneurs embedded in social
networks enveloped by the domestic and world market. Therefore, the fourth and fifth 
research questions are formulated as: 
“How do entrepreneurs’ perceptions of the firms’ characteristics affect the process of 
internationalization of the SMEs in Iran?”, and
“How do entrepreneurs’ perceptions of domestic environment and state of industry affect the process of
internationalization of the SMEs in Iran?”

With respect to the purpose of this study and the research questions, in the next section
we aim at analyzing and interpreting the findings of the empirical study presented in
Chapter Five to answer the research questions. Interpretation of the findings enables us to 
draw conclusions, discuss the theoretical findings and apply the necessary modifications in
the theoretical frame of reference in the next chapter.

6-3- Analysis of the Empirical Findings 

In order to provide answers to the research problem and the research questions, in this
section analysis and interpretation of the findings of the empirical study are structured on 
the basis of research questions that lead us to clarify the research problem. Meanwhile,
since the analyses of the empirical study were structured on the basis of embedded subunits 
of analysis that distinguishes the research questions, in this section we integrate and analyze
the findings of qualitative and quantitative data provided in Chapter Five. 

Analysis and interpretations of qualitative data are performed for the selected cases (20
cases) and clusters defined on the basis of “entrepreneurs’  motives and objectives in the
establishment of the firm”.  Based on this definition, we have divided the 20 firms into
two clusters.
1. The first cluster includes 8 firms that were established on the basis of the founders’

knowledge of international market opportunities (case numbers: 1003, 1007, 1008, 
1009, 1010, 1012, 1013 and 1014).
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2. The second cluster includes 12 firms that were established on the basis of the founders’
knowledge of domestic market opportunities (case numbers: 1001.1002, 1004, 1005,
1006, 1011, 1015, 1016, 1017, 1018, 1019 and 1020). 

6-3-1- International Opportunities and Entrepreneurs’ Social Networks 

To answer the first research question (“How do the entrepreneurs’ social networks affect the
process of internationalization of the SMEs in Iran?”) we need to identify the entrepreneurs’
perceptions regarding the international market opportunities and to distinguish sources of
information about international market opportunities. Two sets of data (cross-case analysis:
Sections 5.4.1, 5.4.2 and 5.4.3; mean analysis: Sections 5.5.3 and 5.5.4) are available for 
analysis.

Cross-Case Analysis
All of the interviewees without exception believe that international activities are very 
important for their firms. Almost all believe that international market opportunities exist 
for them, but their knowledge of the opportunities and the ways they acquire the
information differ. They consider presence in the international market and export 
necessary for success. The interviewees’ perceptions regarding international market
opportunities have generally derived from their past experience, and their alertness to 
market opportunities resulted in either “establishment of a new firm with certain goals and
objectives” or “applying fundamental changes within the firm” and leading the firm’s 
resources towards international market opportunities.

Review of information provided in Sections 5.4.1 and 5.4.2 indicates that for the Cluster
1 type entrepreneurs, grasping the international opportunities has been the main objective,
while for the Cluster 2 type entrepreneurs, domestic market opportunities had priority. In 
fact, most of the firms in the second cluster started their international activities a couple of
years after establishment of the firm, while the firms in the first cluster had started their
international activities shortly after starting operations (Table 5.1, p.136)44. There are also
exceptions in the second cluster (case numbers 1001 and 1016) that started their 
international activities fairly soon after operations began, but they were founded on the
basis of knowledge of domestic market opportunities and their international activities 
depended on their positions in the domestic market.

Therefore, due to different perceptions of international activities that mainly derive from the 
entrepreneurs’ knowledge and experience, they have identified different sources of
information about international market opportunities. Table 5.8 (p.214) indicates the
sources of information identified by the entrepreneurs during the interview. According to 
the data, 15 (75%) of the interviewees have identified their customers, agents, or business
partners as one of their sources of information about market opportunities. Specialized trade 
fairs are the second more frequent source of information, while the next groups include 

44 Two exceptions are distinguished in the first cluster (case numbers 1008 and 1009) have changed 
their goals and objectives due to fundamental changes in the company. 
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friends, colleagues and internet. Except for the first group of sources of information
(agents, customers or business partners), which identifies the firm’s business networks,
dispersion of the frequencies of other sources of information among the firms does not
identify any distinctive pattern regarding the sources of information.

However, as stated before, the interviewees were not interested in providing more detailed
information about their sources of information and relationships. No more information is 
available for analysis in this regard, because generally the entrepreneurs consider this
information confidential.

Mean Analysis
Findings of the mean analysis (Table 5.18, p.242) for two clusters of entrepreneurs indicate 
that both clusters are consistent in their perceptions regarding importance of knowledge of 
international market opportunities for international activities (qd.1). They are also
consistent in their perceptions regarding their sources of information about international
market opportunities. Higher means for perception variables (qd.5: get informed by 
colleagues & customers) in comparison with variable (qd.4: get informed by family &
friends) indicate that entrepreneurs in both clusters more frequently consider their “business
network” (qd.5) as their source of information about international market opportunities.
Meanwhile, entrepreneurs in both clusters consistently identify “experience” (qd.7) as an 
influential factor in grasping the opportunities. Variability of score in both clusters 
regarding the information and financial benefit of entrepreneurs’ social networks are the
“same”.

With respect to group (D) of variables, findings of the t-test indicate that Cluster 1 and
Cluster2 type firms differ significantly only on one perception variable (qd.3: get informed
of international opportunities). Mean perception score for Cluster 1 type entrepreneurs is
significantly higher than the mean perception score for Cluster 2 type entrepreneurs. It
means that Cluster 1 type entrepreneurs are more confident than Cluster 2 type
entrepreneurs that they get informed from international market opportunities. In fact,
except for one variable (qd.3: get informed of international opportunities), variability of
scores of the two Cluster type entrepreneurs are the same (homogeneous).

Summary
Generally speaking, the entrepreneurs’ perceptions of international activities depend upon
their knowledge of international market opportunities. In fact, the main distinguishing 
factor between the two clusters of entrepreneurs is the “knowledge of international market 
opportunities”. In fact, entrepreneurs in the first cluster, based on their experience and 
knowledge, have been more consistently informed about international opportunities and
based on this information, have managed to establish firms that are international from
inception.

Consistent with the cross-case analysis, the findings of mean analysis indicate that both 
clusters of entrepreneurs consistently consider the knowledge of international market
opportunities as very important in their international activities. However, significant
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variability in mean perceptions of the two clusters indicates hat they differ regarding their
access to information.

However, both clusters consistently not only identify their colleagues, agents and customers 
(business network) as the main source of information, but also identify “experience” as an
influential factor in grasping the opportunities. They also confirm that they are consistently
concerned with the “trustworthiness” of the information and almost always check the
information they receive about the opportunities.

With respect to the impact of the social network, it could be concluded that both clusters 
of entrepreneurs consistently confirm that they are not that dependent upon the
information or financial benefit of their social network (family and friends) in their
international activities. However, since the interviewees were generally not interested in 
providing more detailed information about these issues, we have to limit the findings to 
general issues.

6-3-2- Entrepreneurs’ Motivation, Attitude and Behavior

In order to answer to the second research question: (“How do the entrepreneurs’ motivations,
attitudes and behaviors affect the process of internationalization of SMEs in Iran?), three embedded
units of analysis were defined. The main purpose was to distinguish the entrepreneurs’
motivation, attitude and behavior in the discovery of foreign market opportunities.
Therefore, with respect to the findings of the empirical study, analysis of data is divided
into two sections: the first section deals with the entrepreneurs’ motivations and the
second analyzes the findings about the entrepreneurs’ attitudes and behavior.

6-3-2-1- Entrepreneurs’ Motivation

With respect to the entrepreneurs’ motivations we have two sets of data. The first set
identifies the entrepreneurs’ motives for entering international markets while the second
concerns motives for selecting entering mode. Two sets of data (cross-case analysis:
Section 5.4.4; mean analysis: Sections 5.5.3 and 5.5.4) are available regarding the first 
motive and one multiple-choice question (Table 5.5, p.142) for the second motivation. 

Cross - Case Analysis
The entrepreneurs’ motivations in adopting international activities are strongly associated
with the entrepreneurs’ motives and objectives in establishing their firms. Section 5.4.4
not only identifies the entrepreneurs’ motivations in establishment of the firm but also
identifies entrepreneurs’ motivation in adopting international activities. Comparative
analysis of this data indicates that entrepreneurs who have established their firm on the
basis of their knowledge of international market opportunities usually have similar
motivation for entering the international market. As indicated in Section 5.4.4, the most 
common motivations are “perceived opportunities”, “intention” and “willingness” for presence
in the international market (Table 5.9, p.220). In fact, Cluster 1 type entrepreneurs are
centered on these two motives, while the firms in the second cluster are dispersed along 16
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motivations. “Growth” and “small domestic market” are the next motivations with high
frequency among the Cluster 2 type firms. However, in both clusters, knowledge of
domestic market conditions has pressured the entrepreneurs into entering the international
market. While Cluster 1 type entrepreneurs have established a firm that is international 
from inception, Cluster 2 type entrepreneurs, due to a small domestic market, have started
their international activities after success in the domestic market.

However, findings of cross-case analysis confirm again that although knowledge of
international opportunities is very important in international activities, discovery of the
opportunity depends upon the “intention” and “willingness” of the entrepreneurs.
“Growth” and “small domestic market” are of other motivations that lead entrepreneurs,
particularly in Cluster 2, in the process of internationalization.

Mean Analysis
With respect to entrepreneurs’ motives for adopting international activities, findings of the
mean analysis indicate that both clusters of entrepreneurs are consistent in their 
international outlook in the beginning of their international activities. However, with 
respect to impact of firm position in domestic market on international activities, Cluster 2
type entrepreneurs are more consistent than Cluster 1 type entrepreneurs.

Multiple-Choice Question 
Question C (multiple-choice) in the questionnaire is devoted to the entrepreneur’s
motivation in any type of international activities they have adopted. Summary of the
information in Table 5.5 (p.142) distinguishes “profit” and “growth” as the main
motivation, followed by “perceived opportunities”. Review of the table indicates that, like
Cluster 1 type firms, 4 firms in Cluster 2 consider perceived opportunities as their motives
in international activities.

Summary

With respect to entrepreneurs’ motives for adopting international activities, in addition to
“international outlook” we must refer to “position in the domestic market”, ambition for 
“growth” and “small domestic market” as other important influential factors that lead the firms
towards international operations. With respect to the entrepreneurs’ motives for selection
of the entry mode, “profit”, “growth” and “perceived opportunities” are identified as the most 
frequent.

6-3-2-2- Entrepreneurs’ Attitudes and Behavior 

With respect to the entrepreneurs’ attitudes and behavior, two sets of data (cross-case
analysis: Section 5.4.4; mean analysis: Sections 5.5.3 and 5.5.4) are available for analysis.
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Cross-Case Analysis
As stated with respect to the entrepreneurs’ motivation for establishment of the firms,
consistency between the firms’ goal and international operations has directly affected the
entrepreneurs’ attitudes and behavior in the process of internationalization of the firms. 
Cluster 1 type entrepreneurs, who have established their firms on the basis of their 
knowledge of international market opportunities, generally have knowledge of
international market demand and allocate all their resources to the international market.
Therefore, they are not only very active in identifying the opportunities, but also proactive
in realizing the opportunities through entering the international market and meeting the
market demand.

In order to achieve this objective, they adopt different policies. Supply of high-quality
products is a common policy among all of them. In order to be competitive, they usually 
aim at focusing their activities on a specific market segment (segmentation). Therefore, they 
usually use all their competencies to meet the market demand in special segments in the
market (case numbers 1007, 1008, 1009, 1010 and 1013). As they have usually established
the firms on the basis of their experience and knowledge of the market, they usually know the
target market and market segment and use all their resources to meet their requirements.
Therefore, most of the firms aim at providing customer satisfaction through creating direct
and long-term relationships with the customers. Commitment to the old customers is one of their
characteristics; although two firms (cases 1007, 1009) try to limit their production due to
problems in the domestic market, they are still committed to their old customers and try to 
fill their orders. Hence, the first firm (case 1007) has invested in Canada and is running a 
development project in Canada in order to meet orders.

Although Cluster 2 type entrepreneurs have started their international operations after
succeeding in the domestic market, similar to Cluster 1 type firms in the first, they are also
focused on improving the quality of their products and service to meet the market
demand. However, due to the goals and objectives of the firm, the priority in resource
allocation is the domestic market. Therefore, their behavior in the international market
depends directly on their position in the domestic market. “Instability”, “uncertainty” and
mainly “lack of foreign exchange” are of the main problems that lead them towards the
international market. Therefore, the relationships with the customers are short-term and
the type of their activity in the target market mainly depends on the agent, wholesaler or
distributors.

However, exceptions exist in this group (cases 1004 and 1018), mainly due to the
knowledge of the founders/owners or the managers in charge of export activities of
international market opportunities that ultimately result in changes in the nature of the
firms. For example, in case number 1018, despite a booming and more profitable domestic 
market, the export manager is trying very hard to develop, or at least maintain, the firm’s
export at a level that keeps foreign customers satisfied. In order to achieve this objective,
first of all, they attempt to balance resource allocation between the domestic and
international markets and develop long-term relationships with the customers and the 
firm’s sole competitor in the Middle East. However, since these short-term policies do not
solve the problem of limited production capacities, they are also running a development
project to increase production capacity. The same pattern is distinguishable in case 1004,
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where the firm is also running a development project to increase production capacity in
order to meet both domestic and international market demand. The entrepreneur in case
1016 is also facing the same problem. In order to meet the international market demand
he needs either to increase production capacity or reduce supply to the domestic market.
Although he is very well aware of the international market opportunities, due to 
uncertainty in supply of raw material by the government, he is hesitant to take risks and
invest in development.

In fact, despite similarities between the attitudes of all entrepreneurs and their “receptiveness
to international opportunities”, discrepancies exist between the attitude and behavior of the
Cluster 2 type entrepreneurs. Although they are “intentional toward international
opportunities”, mainly due to priority of domestic market demand and limited production
capacity, they have to limit their international activities, unless they run development
projects that result in the growth of the firm. 

Mean Analysis
Consistent with cross-case analysis, descriptive statistics of this group of variables (Table
5.18, p.242) indicates that not only are both clusters of entrepreneurs consistent in their
perceptions regarding the importance of international activities (qe.1), they also
consistently confirm the importance of knowledge of international opportunities (qe.2) 
and “impact of experience in grasping the opportunities” (qf.2).

However, t-test findings indicate that mean perception of Cluster 1 type entrepreneurs is
significantly higher than mean perception of Cluster 2 type entrepreneurs for variable qe.5.
It also confirms that variability in perception score in Cluster 1 type entrepreneurs is 
significantly lower than Cluster 2 type entrepreneurs. This means that entrepreneurs in
Cluster 1 are significantly and consistently more “intentional” and “willing” in their 
international activities than Cluster 2 type entrepreneurs.

Apart from these significant differences, t-test findings indicate that the two clusters of
entrepreneurs are consistent in “risk-taking”, their perception regarding impact of
“education” and “experience” on seizing opportunities and their type of behavior (active,
proactive and aggressive). Meanwhile, both clusters of entrepreneurs consistently identify 
“market research” as a more appropriate policy (source of information of international
market opportunities and market selection).

Summary
Consistent with Cluster 1 type entrepreneurs, findings of both qualitative and quantitative
data indicate that Cluster 2 type entrepreneurs not only confirm the importance of 
“international activities” but also consider the “knowledge of international opportunities” very 
important and influential in the process of internationalization. They are also consistent in 
their risk-taking behavior and type of “behavior” (active, proactive and aggressive). They 
have also consistently identified “market research” as an appropriate market selection
method.
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However, the two clusters of entrepreneurs are significantly different in their “intentions
and willingness towards international market opportunities”. This difference in attitude to some 
extent is distinguishable in the behavior of the two clusters. While, Cluster 1 type
entrepreneurs focus their activities in international markets, from the Cluster 2 type
entrepreneurs’ view, the domestic market has priority. 

Consistent with this significant difference between the two clusters of entrepreneurs, cross-
case analysis indicates that in several cases, Cluster 2 type entrepreneurs who are facing
growing international demand have launched development projects that result in
production capacity increase or diversification. These activities actually result in changes in
the nature and growth of the firm. In fact, this finding confirms that entrepreneurs’
behavior in the process of internationalization of SMEs depends on their attitude and 
“receptiveness towards international market opportunities”. This receptiveness is reflected either
in establishment of a firm that is international from inception or execution of development
projects for increasing production capacity and meeting both domestic and international
market demand.

6-3-3- Entrepreneurs’ Characteristics and Entry Mode / Market Selection 

The third research question we need to answer is: “How do entrepreneurs’ skills and experience
affect the realization of the process of internationalization of the SMEs in Iran through selection of the
entry mode and market?” Two sets of data (cross-case analysis: Section 5.4.5; mean analysis:
Sections 5.5.3 and 5.5.4); four open-ended questions (qb.4 and qd.2 (Table 5.2, p.139); 
qg.1 and qg.2 (page 140)); four Yes-No questions (Table 5.3, p.140: (qg.10 and qg.11) and 
(qf.6 and qf.7)); and two multiple-choice questions (Table 5.4, p.141: qf.4 and qf.5) are 
available for analysis.

Cross-Case Analysis
Findings from the cross-case analysis (Section 5.4.5) indicate that almost all of the 
entrepreneurs have university education, are very well experienced in business and have very 
good knowledge and experience of the industry in which they are active. Most have
relationships with the world market either through trading activities (import/export) or 
technical cooperation (license agreements, technology transfer agreements and strategic
alliances). In most of the cases, the machinery and equipment necessary for establishing the
factories is imported from European countries. With respect to entry mode, the main
entry strategy in both clusters is either direct or indirect exporting. However, they are
following different policies in exporting through agents, wholesalers and distributors or 
directly to the consumer. Direct exports to final consumers exist only in the case of
business-to-business relationships. In the case of consumer products, entrepreneurs in both
clusters always use agents or other mediators.

In almost all cases, target markets cover countries in Europe, Africa, Asia, the Middle East
and neighboring countries in CIS. They rarely target the United State as a market, due to lack
of political relationships and US sanctions against Iran. They do not select the Central and
Latin American countries as target markets, due to the long distances and transportation
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costs. Differences exist between the two clusters of entrepreneurs regarding their target 
markets. While the majority of Cluster 1 type entrepreneurs have focused their export 
activities in European or Far East countries (1003, 1007, 1009, 1010, 1012, 1013 and
1014) others are considering the neighboring and African countries as the main targets.
This is more consistent with the objectives of the entrepreneurs that reflect their
knowledge of international market opportunities at the date of establishment.

With respect to the policies that create competitiveness for firms in the target market,
almost all respondents have identified the “high quality” and “lower competitive price”,
supported by “product innovation” and “product modification”, as their main policies. In fact,
like Cluster 1 entrepreneurs (case numbers 1003, 1007,1008, 1009, 1010, 102, 1013, and
1014) that produce and develop products only for the international markets, Cluster 2 
entrepreneurs confirm that they are modifying their products in order to qualify for 
international markets. They aim at providing customer satisfaction by supplying “high-
quality products” with very “competitive prices”. However, two exceptions exist in the first 
cluster (cases 1010 and 1013), where the products are considered commodities and have 
international prices. 

Open-ended, Yes-No and Multiple-Choice Questions
With respect to the education and professional background of the respondents, questions
qg.1 and qg.2 (p.140) also indicate that 45% hold BSc and 45% MSc or MA degrees and 
45% of the respondents have professional backgrounds as top managers in different
industries, 20% as engineers and 25% as commercial managers. Although 70% of the
respondents believe that their “education” affects selection of target market (qg.10), all 
respondents confirm the influence of their “experience” on selection of target markets 
(qg.11) (Table 5.3, P.140).

Consistent with the cross-case analysis, questions qb.4 and qd.2 (Table 5.2, p.139) indicate
that in the first cluster (1003, 1007, 1008, 1009, 1010, 1012, 1013, 1014) all firms are 
mainly “exporting” to European countries, Japan and the USA, except for case number
1008, which is focused on CIS countries. 55% of the selected cases are “sub-suppliers” for
other industries (qf.6) and 45% have “strategic alliances” (qf.7) with other firms in the 
international market (Table 5.3).

Summary of multiple-choice questions (qf.4: product policies; qf.5: marketing policies) in
Table 5.4 (p.141) identifies the most common product and marketing policies that the
selected cases and clusters adopt for grasping international market opportunities. “Product
development” (80%) and “product innovation” (55%) are the most common among the
entrepreneurs. With respect to marketing policy, “price modification” has the highest
frequency (60%), followed by “modification according to customers’ orders” (55%). Comparative
analysis of these two general policies indicates that selected firms are mainly focused on
“product policies”. However, Cluster 1 type entrepreneurs are focused on “product
development” or “product innovation”; while Cluster 2 type entrepreneurs prefer “product
development” and “price modification”.
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Mean Analysis
Findings of the t-test (Table 5.18, p.242) indicate that the two clusters of entrepreneurs are
consistent in their perceptions regarding the impact of entrepreneurs’ characteristics on
selection of entry mode and market. This means that variability in perception score 
regarding the “technical” and “business management skills” is the same. They are also
consistent in their perceptions regarding their preference for new markets and new
customers, as well as in selection of marketing competitiveness practices. However, despite
these consistencies, the two clusters differ significantly different in terms of their mean
perception for impact of “business management skills” on entry mode. This means that 
Cluster 1 type entrepreneurs consider business management skills more influential in 
selection of the entry mode and market than Cluster 2 type entrepreneurs.

Summary
Analysis of qualitative and quantitative data indicates that entrepreneurs in both clusters
have very good knowledge and experience of the industry in which they are active. 
Although, both are consistent in their perception regarding impact of “technical” and
“business management skills” on selection of entry mode but, Cluster 1 type entrepreneurs
consider “business management skills” significantly more influential than Cluster 2 type
entrepreneurs.

In addition to “direct and indirect exports” that are the dominant entry strategy, several firms 
are also co-operating either as “sub-supplier” or in “strategic alliances” with other firms.  In 
order to be competitive in international markets they use different policies. Almost all
firms are focused on “quality of the products and services”. In order to achieve these goals, not
only do they try to obtain international standard certification of products but also of the
firms.

However, “product development” is the most common competitive policy between two
clusters and is followed by either “product innovation“ or “product modification according to 
customers’ orders” by Cluster 1 or Cluster 2 type entrepreneurs. In addition to “product
policies”, they use “marketing policies” to increase their competitiveness in the market.
“Price modification” is the most common marketing policy among the respondents.

With respect to target market, differences are distinguishable between the two clusters of
entrepreneurs. While the Cluster 1 type firms are mainly focused on European and 
Japanese customers, the Cluster 2 type firms are exporting to Middle East and African
countries.

6-3-4- The Firms’ Characteristics & Motivating Forces 

The fourth question we deal with is: “How do entrepreneurs’ perceptions of the firms’ 
characteristics affect the process of internationalization of the SMEs in Iran?” Two sets of data
(cross-case analysis: Section 5.4.6; mean analysis: Sections 5.5.3 and 5.5.4) are available for 
analysis.
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Cross-Case Analysis 
Table 5.10 (p.228) indicates that from the entrepreneurs’ point of view, “product quality” is 
the major competitive advantage of the firm (17 = 85%). “Competitive prices” are the next
competitive advantage distinguished by the interviewees. Based on this perception, they 
are focused on activities that promote the quality of products and performance. Most of 
them aim at import and installation of machinery and equipment that enables them to
improve the quality of the products. They also aim at obtaining international standard
certification. Consistent with these advantages, “product diversity” is the next competitive 
advantage identified by the interviewees (8 = 40%), followed by “product innovation” and 
high production capacity through “networking”.

Apart from “product quality”, which is identified as a competitive advantage by 
entrepreneurs in both clusters, frequency of other characteristics of the firms differs 
between the two clusters. While a majority of the Cluster 2 type entrepreneurs distinguish
“competitive prices” as the competitive advantage of the firm, Cluster 1 type entrepreneurs
are focused more on the quality of their products. Similar to the Cluster 1 type
entrepreneurs, Cluster 2 type entrepreneurs distinguish “product diversity” as a competitive
advantage. “Qualified management”, “high efficiency” and high production capacity through
“networking” are other competitive advantages identified by the Cluster 1 type
entrepreneurs.

However, the main discrepancy between the characteristics of two clusters concerns the
entrepreneurs’ objectives in establishment of the firms. In fact, for the Cluster 1 type firms, 
establishment of the firm on the basis of knowledge of international market opportunities
has resulted in consistency between the firms’ goal and their international activities.
Generally speaking, Cluster 1 type firms are devoting all of their resources (human,
financial, etc.) to international market activities, while in Cluster 2 type firms; the priority 
is given to domestic market demand.

Mean Analysis
This group of variables (group H) in the questionnaire includes 7 five-point Likert 
questions indicating the firm’s characteristics that from the entrepreneurs’ perception
might influence the process of internationalization of the firm. Findings of the t-test (Table
5.18, p.242) indicate the highest significant differences between the two clusters. The main 
perception score for Cluster 1 type firms is significantly higher than mean perception score
for Cluster 2 type firms for five variables (qh.1, qh.2, qh.4, qh.8 and qh.9). This means
that Cluster 1 entrepreneurs not only consider the “firm’s experience” more influential in 
selection of entry mode and market, but also consider “employees’ support” as a very 
important issue in the international activities, more so than Cluster 2 type entrepreneurs.
Cluster 1 type entrepreneurs also believe, more significantly, that “all of their products are
qualified for the international market” and consequently they have received more “fortuitous
orders” during their presence in international markets than have Cluster 2 type firms.

However, the main significant difference between the two clusters has to do with
“coordination of firm’s goal and their international operations”. In fact, since the Cluster 1 type 
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firms are established on the basis of international market opportunities, the firms’ goals are
coordinated with their international operations. Meanwhile, since variability in perception
score for Cluster 1 type firms is significantly lower than for Cluster 2 type firms, this
implies that entrepreneurs in Cluster 1 are also more consistent than Cluster 2
entrepreneurs regarding the impact of coordination of goals and international activities on
the firm’s international operations. However, both clusters of entrepreneurs are consistent
in their access to resources for international activities.

Summary
According to cross-case analysis, “product quality”, “competitive prices” and “product
diversity” are the main competitive advantages of the firms in the international market.
The main significant difference between characteristics of the firms in the clusters reflects 
differences between the entrepreneurs’ objectives in establishment of the firms. Therefore,
“coordination between the firms’ goals and international activities” is the main characteristic that 
distinguishes the Cluster 1 type firms from Cluster 2 type firms.

The other significant variables between the characteristics of the firms in the two clusters 
indicates that Cluster 1 type entrepreneurs consider “firm’s experience” and “employees’
support” more influential in their international activities than Cluster 2 type entrepreneurs.
However, both types of entrepreneurs are consistent in their perceptions regarding: impact 
of “firm’s experience” on selection of entry mode and market, “employees’ support” for 
international activities, “access to resources”, “qualified products”, and “adaptation of international
operations and firm’s objectives”.

6-3-5- Domestic Environment and State of Industry

With respect to the last research question “How do entrepreneurs’ perceptions of domestic 
environment affect the process of internationalization of the SMEs in Iran?” we are dealing with
two main groups of variables. The first set describes the general national conditions and
the second set identifies the state of competition and freedom of entry into the industry
from the entrepreneurs’ perceptions. Cross-case analysis (Section 5.4.7) reflects 
entrepreneurs’ perceptions regarding aspects of domestic environment including the state 
of industry in the domestic market and domestic environment driving forces that influence
the entrepreneurs’ attitudes and behavior. In addition to cross-case analysis two other sets
of descriptive data (mean analysis: Sections 5.5.3 and 5.5.4) regarding domestic
environment and state of industry are available for analysis.

Cross-Case Analysis 
Most of the respondents believe that the general national conditions are improved and 
facilitated for international business and some (case numbers 1004, 1011, 1013, 1014 and
1015) do not have any serious problem in this respect. However, most of them believe 
that “national infrastructure is not appropriate for export”, particularly with respect to
“transportation” and “banking system” facilities. The main national domestic barriers are
“instability and uncertainty of general national conditions”, the country’s image abroad, “lack of
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general national policy for export promotion” and “lack of support for export activities” (Table 5.11, 
p.229).

In addition to these three factors, nine other factors have been identified that are dispersed
between the cases. Like the selected firms, the majority of the Cluster 1 firms consider
instability and uncertainty to be the main barrier. The second important barrier identified 
by this group is the problems manufacturing firms encounter in Iran that cause them to
limit their production and activities. All firms that are active in different industries have
very competitive conditions in the domestic market at present. Entry in the domestic 
market is free and all cases have both domestic and international competitors in the 
domestic market.

Mean Analysis (Domestic Environment)
According to t-test of means (Table 5.18, p.242), from the 25 variables that identify the 
economic freedom and the freedom of exchange, for three variables (qi.2, qi.21 and q.22),
the differences in means are significant between two clusters. This means that Cluster 1
type entrepreneurs consider the “fiscal burden of the government” more influential than
Cluster 2 type entrepreneurs. Meanwhile, Cluster 2 type entrepreneurs consider the
“monetary policy” and “administration condition for starting new businesses” more influential in 
their international activities than Cluster 1 type entrepreneurs.

With respect to the remaining 23 perception variables, t-test indicates that the variability
in perception scores for Cluster 1 and 2 companies is the same, except for two variables
(qi.5 and qi.16). This means that Cluster 2 entrepreneurs are more consistent than Cluster
1 type entrepreneurs about the impact of foreign investment on their international 
activities. However, both clusters of entrepreneurs are consistent regarding the impact of 
the remaining variables that distinguish the economic freedom and freedom of entry into 
the domestic market.

Mean Analysis (State of Industry in Domestic Market)
This group of variables deals with competitive state of industrial sectors and includes six
variables (Table 5.18, p.242). For two variables (qj.3: importance of information about
competitors; qj.7: free entry in domestic market), the mean perception scores of Cluster 1
type firms are significantly greater than the mean perception scores for Cluster 2 type
firms. This means that Cluster 1 type entrepreneurs not only consider information about
the competitors more important than Cluster 2 type entrepreneurs, in their view, entry in
domestic market is also considered to be completely free.

However, inconsistency exists between the two clusters regarding: importance of 
information about competitors importance of competitive policy in the international
market and free entry into the domestic market. This means that Cluster 1 entrepreneurs
are more consistent regarding impact of “information about competitors” and “competitive
policy” in their international activities than Cluster 2 type entrepreneurs. Inconsistency also
exists between them regarding “free entry into the domestic market”.
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Summary
Generally speaking, the respondents believe that entry into the domestic market is free and 
a majority of them know their competitors in the domestic and world markets. The
general condition of competition is mostly very intensive in the related industries. With 
respect to domestic market influential factors, although several respondents believe that
there is no serious problem in the domestic market, a majority of them believe that the
“national infrastructure” is not appropriate for export development, particularly with respect 
to “transportation” and “banking system”. In addition to these issues, interviewees consider 
“instability and uncertainly of general national condition” or in other words, the “country’s image 
abroad” as the most influential factor for their international activities.

However, regarding the other domestic environment influential factors, while Cluster 1
type entrepreneurs consider “fiscal burden of the government” more influential in their 
international activities, Cluster 2 type entrepreneurs consider “price control” and
“administrative condition for starting new business” more influential. However, both clusters are
consistent regarding the impact of variables that distinguish the economic freedom in
domestic environment except for impact of “foreign investment”. Inconsistency also exists 
between the two clusters regarding importance of “knowing competitors” and having
competitive policy. They are also inconsistent regarding freedom of entry into the
domestic market.

6-4- Entrepreneurs’ Impact on the Process of Internationalization of 
SMEs in Iran  (Research Problem)

Consistent with the main supporting assumption45, findings of the empirical study indicate
that the entrepreneurs/decision-makers have the decisive role in the process of
internationalization of SMEs in Iran from the inception and continue to do so throughout
the process. But entrepreneurs have different and sometimes contradictory impacts on the
process of the internationalization, which is what we are dealing with as a research
problem in this study. These differences primarily reflect major variation in the degree to 
which opportunities are perceived to exist rather than differences in opportunities
themselves. Subsequently, the entrepreneurs’ ability to convert opportunities into market
reality should be contingent upon their capacity (motivation and skills). The differences
between the entrepreneurs are that in some cases, knowledge of international market
opportunities has resulted in starting a new business, changing or expanding an existing
business to take advantage of the opportunities, while in other cases, international market
opportunities have been realized only in reaction to uncertain domestic environment
competitive conditions.

Review of the case studies and cross-case analysis revealed that the selected cases that are
active in international markets might be grouped in two clusters based on the initial
perception of the entrepreneurs of market opportunities. This clustering not only

45 As discussed in the 1st, 2nd and 3rd chapters, based on the findings of previous SME
internationalization studies (Bird & Brush, 2002; Westhead et al., 2001; and Miesenbock, 1988), we
assume that entrepreneurs have the key role in the process of internationalization of SMEs in Iran.
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distinguishes similarities and dissimilarities between the entrepreneurs’ impact on the
process, but also identifies perceived variables that are significantly different for the two
clusters of entrepreneurs. These are the variables that influence the entrepreneurs’
perceptions, decisions and action during the process of internationalization of SMEs in
Iran. However, in this section, in order to solve the research problem, we limit the analysis
to the entrepreneurs’ impact on the process of internationalization of the SMEs. In the
next section, to implement the purpose of the study we attempt to identify the driving
forces that lead the entrepreneurs in the process of internationalization of the firm.

Findings of the empirical studies indicate that the entrepreneurs in the selected cases are
active in international markets and all are agreed upon the importance of international
activities (qe.1, Table 5.18, p.242). All the firms were established on the basis of
entrepreneurs’ knowledge of the domestic market environment that led entrepreneurs to 
initiate new business to capture perceived market opportunities either in the domestic
market or international market. For those entrepreneurs who centralized their efforts on
international markets, knowledge of market opportunities was supported by years of 
professional experience working in the same industry or other industries that influence
their outlook and attitude to the viability of international activities. These SMEs, based on 
information collected from different sources, had come to the conclusion that there were 
international opportunities worth exploiting. 

The same process is distinguishable among Cluster 2 type entrepreneurs. Almost all SMEs
in the second cluster were founded on the basis of the entrepreneurs’ knowledge of the
domestic market and discovery of a new market opportunity in the domestic market. In
some cases, the domestic environment knowledge has resulted in establishment of the 
businesses that did not have any competitors in the domestic market. However,
entrepreneurs in both clusters possessed the capacity (motivation and skill) to take
advantage of the opportunity by starting a new business or changing and expanding an
existing business.

Although similarities existed between the entrepreneurs in both clusters, “alertness” to
market opportunities and possession of the capacity to take advantage of the opportunities
by starting a new business, they were different in their “intention” and “willingness” towards
international activity. This distinctive feature or dissimilarity appeared in different stages
during the process of internationalization of SMEs. In fact, for the firms in the first cluster,
entrepreneurs’ perceptions of the domestic market have resulted in the viability of
international opportunities through starting a firm by defining the international market as
the target market, while for the SMEs in the second cluster, the domestic market is 
defined as the target. In fact, Cluster 1 type entrepreneurs organize and plan the firm to
meet international demand, and in order to be competitive at the international level, they
aimed to introduce “new products”, “new production methods”, “open new markets”, “find new
sources of supply”,  “new materials” and even “reorganize a firm”.

The next dissimilarity appears when the Cluster 2 type firms start their international
activities. In contrast to the Cluster 1 type SMEs that start their international activities
based on the entrepreneurs’ “international outlook” and perception of international
opportunities, Cluster 2 entrepreneurs are led by their “position in the domestic market”, such 
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as size of the market, “uncertainty and instability”. However, an exception exists (case 1016) 
among the SMEs in the second cluster. The entrepreneur in this firm started international
activities soon after starting the business. Although high percentages (50-75%) of the firm’s
sales are to the international market, decision and planning for the international market
depend on the position in domestic market, which led their activities in the international
market. Even in cases that have had very large international market demand (cases 1006
and 1018), due to the profitability of domestic market, they had to limit their export, even 
though uncertainty and instability exist in the domestic market.

However, in some cases, creating balance between the domestic and international markets
depends on production capacity development, which requires more investment (cases 
1004, 1016 and 1018). In one case (1018), a new production plan is in the process of
implementation, resulting in changes in the nature of the firm that will transform it from a 
SME into a large company. However, since the development projects usually require
more investment and foreign exchange, this might result in more export. In these cases,
development and restriction of international activities depends on the position of the firm 
in the domestic market.

Although “international outlook” of entrepreneurs and “knowledge of international market
opportunities” are identified as the driving forces by both clusters of entrepreneurs in the
process of internationalization of SMEs, what differentiates Cluster 1 and Cluster 2 type
entrepreneurs from each other is their “intention” and “willingness” to be international;
differences which result in establishment of the firms that are significantly different.
“Coordination between the firm’s goals and international operations” is significantly more
important for Cluster 1 type entrepreneurs than for Cluster 2 type entrepreneurs. In order
to achieve this goal and become international, Cluster 1 type firms have consistently
devoted all their resource, either financial or human resources, to international market
activities. Therefore, not only do they have the support of all of their employees, but also
all their products are qualified for the international market. In comparison with these
significant characteristics of Cluster 1 type firms; Cluster 2 type firms have focused their 
objectives on the domestic market, thus giving it priority in resource allocation.

However, to further develop our knowledge about entrepreneurs’ impact on this process
we need to distinguish the way in which entrepreneurs come to identify information
sources and market opportunities. Findings of the empirical study do not indicate 
differences between the two clusters regarding their perceptions of the importance of
knowledge and source of information about international market opportunities.
Trustworthiness of information and legitimacy of sources of information are of other
influential factors that are distinguished by entrepreneurs in both clusters without
variability. In comparison with Cluster 2 type entrepreneurs, Cluster 1 type entrepreneurs
are more confident that they are in some way “informed of the international market 
opportunities”. However, they were not interested in providing more detailed information 
about their relationships and sources of information.

Moreover, since the internationalization occurs at the intersection of an entrepreneur’s
perception of the opportunities and his motivations and skills to pursue that opportunity,
identification of entrepreneurs’ motivation and skills (characteristics) are other issues that
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enable us to describe and distinguish the entrepreneurial impact. As discussed previously, 
Cluster 1 type entrepreneurs mainly pursue international operations due to the “perceived
international opportunities” and “willingness for being international” that are supported by
“profit” and “growth”. In contrast, Cluster 2 type entrepreneurs start their international
operations mainly due to “uncertainty and instability in the domestic market”, “lack of foreign
exchange” and continue as long as it is profitable.

However, despite of these differences, the behavior of Cluster 2 type entrepreneurs
indicates that in order to be active in the international market, they need to develop their
production capacity and quality to meet both domestic and international market demand.
Therefore, in order to keep the international customers, some of the entrepreneurs have
maintained their relationships with customers by supplying at minimum level (case 1006), 
while in several other cases (1004 and 1018) they have started their development projects.

However, although perceived opportunities are considered a necessary condition for
internationalization, for converting information about market opportunities into action,
entrepreneurs need to decide about the entry mode and market selection. In order to take
advantage of the opportunity, in addition to motivation, entrepreneurs must possess skills.
Therefore, further analysis of the process of internationalization requires investigation of
entrepreneurial characteristics and their impact on realization of the entry mode and
location of market. Almost all entrepreneurs (80%) in both clusters have university
education and are very well experienced in industry (qg.1 and qg.2, p.140), and have 
adopted different policies for entering the market and realizing the opportunities that were
consistent with the goals and objectives of the firms. 

The most common entry mode in both clusters is “export”, either direct or indirect.
“Technological cooperation” and “strategic alliances” are the other entry mode policies followed
by SMEs in both clusters. Although, entrepreneurs in both clusters distinguish their
technical skill as an influential factor in selection of entry mode, Cluster 1 type 
entrepreneurs significantly identify their “business management skills” as influential for
selection of entry mode and market.

However, entrepreneurs in both clusters adopt different competitive policies to develop
their international activities. Supply of “high-quality products” is a common policy among
firms in both clusters. In support of this policy, the two types of entrepreneurs select
different policies. Cluster 1 type entrepreneurs usually aim at focusing their activities on a
specific segment in the market (segmentation), “customer satisfaction” and developing “long-
term relationships” with customers. In contrast, a majority of Cluster 2 firms adopt a price 
modification policy for entering the market. Cluster 1 type entrepreneurs are focused on
“product development” or “product innovation”, while Cluster 2 type entrepreneurs
adopt “product development” and “price modification”.

Up to now, overall findings of the analysis reveal the impact of entrepreneurs’ motives,
attitudes and behavior on the process of internationalization of the SMEs which are
established either on the basis of international or domestic market opportunities. They
have established firms that are significantly different in character, firms in which 
“coordination of goals and international operations”, “employees’ support”, and “qualified products”
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for international operations are of the greatest importance. The comparative analysis of
these findings distinguishes two processes of internationalization in the SMEs in Iran. 
However, these processes are affected by the entrepreneur’s perception of the state of
industry in the market, domestic environment and its position in the world market.

The findings indicate that the domestic market is competitive for all industries at present,
although some firms faced monopolistic and closed markets (cases 1002 and 1019) when 
they started business. However, variability in perception for Cluster 2 type entrepreneurs is
higher than Cluster 1 entrepreneurs regarding freedom of entry into the domestic market,
information about competitors and adoption of competitive policy. The two clusters are
significantly different regarding the importance of information about competitors.

With respect to domestic environment conditions, although both clusters of entrepreneurs
confirm that general national conditions are improved, all believe that “national
infrastructure” is not appropriate for export, particularly with respect to “transportation” and
“banking system”. With respect to factors that identify the economic freedom in national
economy, significant differences exist between two clusters regarding the “fiscal burden of 
the government”. This means that Cluster 1 type entrepreneurs consider the fiscal weight of
the government in the economy significantly influential for their international operations.
In comparison with Cluster 1 type entrepreneurs, Cluster 2 type entrepreneurs consider
the government “price policy” significantly influential. However, “uncertainty” and
“instability” of general national conditions are identified as the most influential factor for
the international activities of the firm. 

6-5- Driving Forces of the Entrepreneurs in the Process of 
Internationalization

In order to achieve the purpose of the study, in addition to clarification of the impact of
entrepreneurs on the process of internationalization of SME, we must identify the:

driving forces that influence the entrepreneurs’ perceptions, decisions, and actions
towards involvement in international operations,
the factors that influence the entrepreneurs’ decisions regarding entry mode and
market selection.

Therefore, with respect to the findings of Sections 6.3 and 6.4, the driving forces and
influential factors are distinguished. The influential factors include the perception variables
in each topic identified in the frame of reference that either could be considered the same
(homogeneity) or different (heterogeneity) between the two clusters. According to
theoretical frame of reference, conditions that cause a SME to enter an international
market are categorized in seven topics or groups of variables46. However, based on

46 With respect to the topics discussed in the Chapter 5 and this Chapter, the seven topics are:
1. international market opportunities and information benefit of social network,
2. entrepreneurs’ motivations, 
3. entrepreneurs’ attitude and behavior, 
4. entrepreneurs’ characteristics: skills and experiences, 
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Wiedersheim-Paul et al. (1978) and Aharoni (1966), driving forces that lead entrepreneurs 
during the process of internationalization of SMEs involve all factors, relationships and
interactions that influence the entrepreneur’s perceptions, decisions and actions with
respect to conditions required for internationalization.

1. International market opportunities and information benefit of social network
Although both clusters consistently believe that knowledge of international market
opportunity is very important for internationalization of the firm, Cluster 1 type
entrepreneurs significantly claim that they are informed of international opportunities.
Therefore, the first significant difference is: 

knowledge of international market opportunities 

However, both clusters identify the following as their sources of information:
customers, agents and business partners (business networks)
market research
specialized trade fairs,
friends, families and colleagues, and 
the internet

2.  Entrepreneurs’ motivations for international activities
For both clusters, “uncertainty and instability” in the domestic market is the primary
driving force, but with a critical difference. While Cluster 1 type entrepreneurs, due to 
uncertainty and instability in domestic market and based on their knowledge of 
international market opportunities have established a firm that is international from
inception, Cluster 2 type entrepreneurs, after growth in the domestic market, are looking 
for international market opportunities due to uncertainty and instability in the domestic 
market. In addition to “uncertainty and instability in domestic market”, other common
motivations are “profit”, “growth” and “lack of foreign exchange”.

The main distinguishing factors between the two clusters are “knowledge of international
market opportunity” and “willingness for being international”.

3. Entrepreneurs’ attitudes and behavior
Consistent with motivation, the main distinguishing factor between the two clusters is
“receptiveness attitude toward international opportunities” as displayed by Cluster 1 type
entrepreneurs. They have been significantly more intentional toward international
opportunities than Cluster 2 type entrepreneurs.

Despite this difference, similarities exist between their behaviors. Both clusters consistently
believe that their education and experience is influential in their international activities and
also confirm that they have mostly been proactive towards international market
opportunities.

5. firm’s characteristics and motivating forces, 
6. domestic environment (economic freedom and entrepreneurial conditions), and
7. state of industry in domestic market 
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However, findings indicate that in several cases in Cluster 2, “intentional attitude” of 
entrepreneurs for being international has resulted in starting development projects
(proactive behavior). Therefore, “receptive attitude towards international opportunities” and 
“proactive behavior” of entrepreneurs are other driving forces that influence the
internationalization of SMEs.

4. Entrepreneurs’ characterisitcs and selection of entry mode and market
Since both clusters are mainly focused on export in their international activities,
entrepreneurs’ characteristics mainly influence the competitive policies they have adopted
in their international activities. While both clusters consistently identify their “technical
knowledge” as influential, Cluster 1 type entrepreneurs significantly emphasize their 
“business management skills” as influential.

Both clusters consistently identify “high-quality product“ and “product development” as
their main competitive policies. However, in addition to these common policies, while
Cluster 1 type entrepreneurs emphasize “product innovation” and “product diversification” as 
appropriate policies for competing in the international market, Cluster 2 type 
entrepreneurs are focused on “competitive price” policy. 

5. Firm’s characteristics and motivating forces
The main significant difference between the two clusters concerns the goals and objectives
of the firm. “Coordination of firm’s goal and its international activities” is the main significant
difference between the two types of firms. Consistent with this difference, the clusters
differ clusters have identified the following factors as influential in the domestic
environment:

national infrastructure for exporting,
transportation,
banking system, 
lack of national policy for export, and
lack of national policy for export promotion

In addition to these issues, Cluster 1 type entrepreneurs have significantly identified “fiscal
burden of the government” as influential in their international activities. A review of the 
cases indicates that in most cases, Cluster 1 type entrepreneurs have used the banking
system’s loans and facilities in the process of establishment of their firm. On the other 
hand, Cluster 2 type entrepreneurs have significantly referred to “price control policy of
the government” and “administrative conditions for establishment of the new firm” as
influential. Since these firms have started their activities in the domestic market, it may be 
possible that they have been affected by domestic-market price control policy. With
respect to the second factor (administrative conditions for establishment of the new firm), 
findings confirm that domestic environment conditions for starting a new business are
more significant for Cluster 2 type entrepreneurs.

 275



7. Domestic environment (state of industry)
Generally speaking, all entrepreneurs interviewed in this study believe that general
competition in the industries is very intensive. The main significant differences between 
the two clusters concern with the entrepreneurs’ perceptions regarding the importance of 
“information about competitors” and “freedom of entry into the domestic market”. In fact, Cluster 
1 type entrepreneurs believe that in addition of knowing the competitors in domestic and 
international market, it is important to have information about their performance in the
market. Meanwhile, they are more consistent regarding “having competitive policy” than
Cluster 2 type entrepreneurs.

6-6- Discussion and Interpretation of Results 

The purpose of this section was to analyze the findings from the empirical study to answer
to research questions and solve the research problem in order to “gain a better
understanding of the process of internationalization of the SMEs in Iran (research
purpose)” by clarifying: 1) the impact of the entrepreneur who makes decisions and leads
the firm in the process of internationalization, 2) the driving forces that influence 
entrepreneurs’ perceptions, decisions, and actions towards involvement in international 
operations, and 3) the factors that influence the entrepreneurs’ decision regarding the entry 
mode and market selection.

Starting with research questions, analysis of findings distinguishes two patterns in the
process of internationalization among the SMEs in Iran. In fact, entrepreneurs’ perceptions
and knowledge of their domestic environment (Zahra, 1997) pressured entrepreneurs to 
initiate strategic action (Dess, Ireland & Hill, 1990), either through starting a new business,
a new business organization or the expansion of an existing business by the entrepreneur.
In response to this knowledge, based on their perception of market opportunities and
willingness and intention towards international market, Cluster 1 type entrepreneurs had
established a firm to grasp international market opportunities.

In contrast to this group, Cluster 2 type entrepreneurs, based on their knowledge and
experience, have focused their activities on opportunities in the domestic market. 
Dissimilarities between the two clusters start when they initiate their business. While the 
Cluster 1 type entrepreneurs are motivated through perceived international market
opportunities, Cluster 2 type entrepreneurs are motivated by their position in the domestic
market. In fact, in Cluster 1, the entrepreneurs’ perceptions of the domestic market along
with their alertness to international opportunities and willingness and intentions to
internationalize influence entrepreneurs’ attitudes on the viability of international
operations. The time gap regarding initiation of the international operations contributes to 
the differences between SMEs in the two clusters such that we are almost dealing with
two processes of internationalization and different influential factors.

However, despite the time factor, some similarities between the two clusters indicate that
in some stages during the process, the two clusters of entrepreneurs have similar behavior.
For example, at least in three cases (1004, 1016 and 1018) in Cluster 2, due to
international market opportunities, entrepreneurs come to the conclusion that in order to
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be international they have to make vital changes in the firm. Development projects,
technical and license agreements are some of the innovative policies that support the firms’
activities in the international market. However, these decisions might result in changes in 
the nature of the firm and transform it into a large company. In addition to these changes,
review of two other cases (1017 and 1020) indicates that, despite the willingness of
entrepreneurs, the existence of qualified products and sufficient production capacity, due
to lack of knowledge of international market opportunities, they are still mainly focused
on the domestic market.

However, the general conditions in Cluster 2 type firms indicate that development of 
international activities in these firms depends on critical changes in the firm. Either they
have to run development projects in order to meet both domestic and international market
demand or they have to use innovative policies to identify the international market 
opportunities and to realize them.

However, the overall findings of this study indicate that internationalization of SMEs in
Iran is an entrepreneurial action based on entrepreneurial discovery of international market 
opportunities, motivated by entrepreneurial alertness and boldness, indicating the 
receptiveness of the entrepreneur to available opportunities overlooked by others that
result in entrepreneurial action (innovation and proactiveness) in entering the international
market from the inception.  Meanwhile, the findings also indicate that in order to seize the
opportunities, entrepreneurs must have capacity (skills and experience) in converting the
opportunities to action.

The main dilemma in this process concerns the SMEs that start their international activities
after development in the domestic market. In these cases, internationalization requires
changes that might result in development and transformation of the firm. However, more
discussion about the theoretical implications of these findings and consequently,
modification of the theoretical frame of reference, are presented in the next chapter.
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Chapter Seven – Conclusions and Implications 

7-1- Introduction

As stated in the first chapter of this dissertation, the main purpose of this study was “to gain
a better understanding of the process of internationalization of small and medium-sized enterprises in
Iran”. Regarding the continued debate on the nature of the process of internationalization,
an important question that needed to be answered was “Why internationalization?”
(Welch & Luostarinen, 1988). Internationalization is not spontaneous, it is result of 
decision; therefore, if we want to understand the processes then we have to explain why an
entrepreneur undertakes to become involved in international operations. It means that it is
not enough to have a firm with resources and opportunities in the environment to
become international, because internationalization must be wanted and triggered by the
entrepreneur who makes key decisions and carries out the international activities (Andersson, 2000). 
It involves an intricate structure of attitudes and opinions, social relationships both in and
outside the firm, and the way such attitudes, opinions and social relations are changing
(Aharoni, 1966). Meanwhile, since internationalization, similar to all growth strategies, is a 
multi-dimensional concept (Luostarinen, 1994), in this study we have focused on “entry
mode” and “market selection” dimensions that distinguish it from other types of growth
strategies. In fact, we also wanted answers to the questions: “How do the entrepreneurs
realize the international operations of the SMEs?” and “Where do the entrepreneurs locate
the international operations of the SMEs?”

In order to fulfill the purpose of the study, the actual research problem and five research
questions were specified as follows: 
1. How can the entrepreneurs’ impact on the process of internationalization of the SMEs in Iran be 

described? (research problem)
2. How do the entrepreneurs’ social networks affect the process of internationalization of the SMEs

in Iran? 
3. How do the entrepreneurs’ motivation, attitudes, and behavior affect the process of

internationalization of SMEs in Iran? 
4. How do entrepreneurs’ skills and experience affect the realization of the process of

internationalization of the SMEs in Iran through selection of the entry mode and market? 
5. How do entrepreneurs’ perceptions of the firms’ characteristics affect the process of 

internationalization of the SMEs in Iran?
6. How do entrepreneurs’ perceptions of domestic environment and state of industry affect the 

process of internationalization of the SMEs in Iran? 

To answer these questions, twenty cases were selected purposefully in Iran and studied to 
either (a) predict similar results (a literal replication) or (b) produce contrasting results, but 
for predictable reasons (a theoretical replication). This chapter provides a summary of the 
most important empirical and theoretical findings. The theoretical framework is assessed
and further developed, covering an overall assessment of usefulness of the utilized
theoretical perspectives and modification of the theoretical frame of reference. Implications
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for practitioners and policy makers are provided on the basis of these findings. Finally, 
limitations of the present study and suggestions for future research are discussed.

7-2- A Summary of the Empirical Findings 

Based on the findings from within-case analysis, the selected cases were divided into two 
clusters. The first cluster included the SMEs that were established based on the
entrepreneurs’ international outlook and knowledge of international market opportunities,
while the second cluster included the SMEs that were founded on the basis of
entrepreneurs’ knowledge of domestic market opportunities. Analysis of empirical study
has distinguished similarities and dissimilarities between the processes of
internationalization in two clusters of SMEs.

Although all cases were active in the international market and all agreed upon the
importance of international activities, differences were distinguished between the 
entrepreneurs’ perceptions and goals. Therefore, based on the discussions and findings in 
Chapters Five and Six, summary of the empirical findings with respect to the research
problem and the research questions is presented in this section.

7-2-1- Entrepreneurs’ Impact on the Process of internationalization of 
SMEs in Iran

Consistent with findings from internationalization studies, findings of this study indicated
that entrepreneurs had the decisive role in the process of internationalization of SMEs in
Iran from the inception and continued to do so throughout the process. However, the
impact they had on the process differed, which primarily reflected major variation in the 
degree to which opportunities were perceived to exist. Subsequently, it depended upon 
the entrepreneurs’ capacity (motivations and skills) to enable opportunities to be converted
into market reality.

The difference between entrepreneurs’ impacts were that in the Cluster 1 type
entrepreneurs, knowledge of international market opportunities had resulted in starting a 
new business, changing or expanding an existing business to take advantage of the
international opportunities, while Cluster 2 type entrepreneurs had realized international
market opportunities only in reaction to uncertain domestic environment.

In the first cluster, entrepreneurs had initiated a new business due to pressures in the
domestic environment. A business that was international from the inception due to the
alertness of the founder to international market opportunities and willingness and intention to be
international. Internationalization was an entrepreneurial action that was anchored in 
knowledge of international market opportunities, which was indicative of an international
outlook, and the receptiveness of the entrepreneur to available opportunities. This attitude of
receptiveness was supported by entrepreneurial behavior (innovation, risk-taking, and
proactiveness) of the founders who had the capability of providing financial resources and 
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skills to realize the opportunity through selecting the appropriate policy for exporting to 
their selected markets.

To some extent, the same process was distinguishable for Cluster 2 type SMEs. Almost all
of them were founded on the basis of the entrepreneurs’ knowledge of the domestic
market and discovery of a new market opportunity in the domestic market. They also had
the capacity (skills and motivations) to convert the opportunity to market reality by
starting new business or changing and expanding an existing business. In these SMEs,
decision to enter the international market and become international was taken due to the
position of the firm in the domestic market and uncertainties and instabilities they were
encountering. Decisions to enter international markets were mainly adopted by the
managers in response to the problems they had in the domestic market.

Although in both cases domestic environment conditions pressured entrepreneurs to
initiate international operations, different approaches to international market opportunities
differentiated them from each other. This significant difference reflected differences
between the two clusters where intention and willingness for being international was
concerned. Generally speaking, Cluster 1 type entrepreneurs had defined international
markets as goal and therefore started businesses that were targeting international markets 
from inception. In contrast, for Cluster 2 type entrepreneurs, due to the goals and
objectives of the firm, the domestic market had priority over the international market.
Therefore, the international activities of the firms were strongly dependent upon their
position in domestic market.

However, this significant difference between the two clusters of entrepreneurs was also
distinguishable within Cluster 2. For example in case numbers 1004 and 1018, alertness of
entrepreneurs to international market opportunities resulted in willingness for
internationalization so that entrepreneurs launched new development projects in order to
meet both domestic and international market demand. In fact, these examples confirmed
the findings for Cluster 1 type SMEs that internationalization of SMEs was an
entrepreneurial action that was dependent on the receptive attitude towards international
opportunities and proactive and innovative behavior of the entrepreneur.

In summary, despite similarities between the two clusters in terms of the entrepreneurs’
perceptions regarding importance of international activities and domestic environment
conditions, significant difference between entrepreneurs’ intentions and willingness for
internationalization along with knowledge of international market opportunities had
resulted in the establishment of firms that were significantly different. Firms that were not
only significantly different in their goals and objective, but also with respect to their
competitive and resource allocation policies.

7-2-2- Impact of the Entrepreneurs’ Social Networks on the Process of 
Internationalization

The first research question we were dealing with in the process of internationalization of
SMEs in Iran was concerned with the entrepreneurs’ perceptions of the international
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market opportunities and sources of information of international market opportunities. 
Generally, entrepreneurs in both clusters believed that international market opportunities
existed for them. They considered presence in the international market and export 
necessary for the success of their firms. Both clusters consistently identified the firms’ 
“business networks” such as agents, customers, and business partners as their main source of
information. They had also consistently considered their experience as highly influential for
their knowledge of international market opportunities. They were also consistently
concerned about the trustworthiness of information and legitimacy of the sources of
information. With respect to the entrepreneurs’ social networks, it could be concluded
that very few of the entrepreneurs distinguished their social networks (friend, families, etc.)
as their source of information and finance.

A review of the findings indicates that entrepreneurs in both clusters not only had the
same perception regarding the importance of international market opportunities, but they also
had similar sources of information about international market opportunities.

However, the main significant difference between the two clusters dealt with information
about international market opportunities. Cluster 1 type entrepreneurs were significantly
different from Cluster 2 type entrepreneurs regarding their information about international
market opportunities. This means that Cluster 1 type entrepreneurs were more confident
than Cluster 2 type entrepreneurs that they were informed of international market
opportunities.

7-2-3- Impact of the Entrepreneurs’ Motivations, Attitudes and Behavior 

Although uncertainty and instability in the domestic market was the departure point for 
the international activities of entrepreneurs on both clusters, differences existed between
their motivations. Entrepreneurs in the first cluster pursued international operations mainly
due to their international outlook, perceived international opportunities and willingness to be in
the international market, supported by the motives of profit and growth. In contrast,
entrepreneurs in the second cluster started their international operations mainly due to
their position in the domestic market, small domestic market, and lack of foreign exchange and
would continue their international operations as long as it was profitable for the SME.

In order to grasp the opportunities identified in the international market, entrepreneurs in 
the two clusters displayed different attitudes and behavior. Starting a firm based on 
knowledge and information about international market opportunities and allocations of all
the resources to these opportunities revealed the international outlook and receptive attitude in
relation to international activities among entrepreneurs in the first cluster. This attitude 
created entrepreneurial alertness and boldness towards opportunities. In action, these 
attitudes resulted in innovation policies (product development and product diversification) and new
marketing policies (segmentation and long-term relationships with customers) in grasping
international market opportunities.

Although entrepreneurs in the second cluster confirmed the importance of international
activities and knowledge of international market opportunities and a majority of them had
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been also interested in opportunities and described themselves as proactive towards
international opportunities, their attitude and behavior in the international market did not 
support their perceptions. Their willingness to pursue international activities was limited 
by capabilities and resources that directly depended upon their position in the domestic
market. Therefore, initiation of international activities depended upon the position of the
firm in the domestic market and the firm’s experience in the international market; the 
durability and continuity of the process depended upon their access to different resources
and profitability.

Meanwhile, in some cases, the Cluster 2 type entrepreneurs who were persistent in
development and continuity of international operations (1004, and 1018) launched new
projects for product development or product diversification to meet demands in both the domestic
and international markets; new projects that could transform the SMEs into  large
companies.

However, except for significant differences, findings indicated that entrepreneurs in both
clusters were consistent in their perceptions regarding “risk-taking”, impact of “education”
and “experience” on seizing opportunities and using “market research” as an appropriate
source of information of international market opportunities and market selection.

7-2-4- Impact of the Entrepreneurs’ Skill and Experience on Selection of 
Entry Mode and Market 

Findings of the empirical study indicated that almost all entrepreneurs in both clusters
were university graduates with high-level technical or management skills, very well experienced
in their businesses and with very good knowledge and experience of the industry in which
they were active. A majority of the entrepreneurs had knowledge and relationships with
the world market through trading activities (export/import) or technical cooperation
(license agreements, technology transfer agreements and strategic alliances). This means
that consistency existed between the entrepreneurs’ perceptions regarding the influence of
entrepreneurial skills and experience on selection of entry mode and market.

Although the main entry strategy in both clusters was exporting (either direct or indirect), the 
entrepreneurs followed different policies. Both clusters were focused on high-quality product
as the common policy, but otherwise, policies followed by the firms in the two clusters
differed. While entrepreneurs in the first cluster were focused on innovation (new products
and new markets), SMEs in the second cluster selected price modification and new customers 
policies. In fact, most firms in the second cluster confirmed that in international operations
they modified their products in order to supply high-quality products at competitive prices to 
the customers.

However, with respect to the impact of the entrepreneurs’ characteristics on selection of
entry mode and market, it could be concluded that although entrepreneurs in both clusters
have consistently distinguished “technical skills” as highly influential, Cluster 1 type 
entrepreneurs also identified “business management skills” as significantly influential in their 
decision about entry mode.
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Although target markets in almost all cases were limited to certain countries in Europe,
Africa, the Middle East and Asia, some differences were distinguished between the two
clusters. While the majority of the firms in the first cluster focused their export activities in
European countries or Japan, SMEs in the second cluster were considering the neighboring and
African countries as the main targets. Selection of market was mainly dependent upon their 
experience in the international market and fortuitous orders they received from the
customers, agents or local dealers. Cost of transportation and geographic distance played an
important role in market selection. However, their behaviors in the market mainly
reflected the entrepreneurs’ objectives in starting the firm and their knowledge of
international market opportunities. 

7-2-5- Impact of Firms’ Characteristics & Motivating Forces

With respect to the firms’ characteristics, both clusters of entrepreneurs distinguished
“quality” and “holding international standards certificates” as the main competitive advantages
of the firm. Consistent with these advantages, “product diversity” was the next competitive 
advantage followed by “product innovation” and “high production capacity” through
networking. Apart from different product policies, Cluster 2 type entrepreneurs
distinguished “competitive prices” as the competitive advantage of the firm. Both clusters
were consistent in their access to resources for international activities.

However, the two clusters differ significantly in “coordination of firm’s goal and international
operation”, “employees’ support for international activities” and “having qualified products for
international market”. These significant differences have mainly reflected the differences
between the objectives and goals of firms in the two clusters. Since Cluster 1 type
entrepreneurs were established firms that were international from inception, their goals
were therefore consistent with their international operations. Meanwhile, since the Cluster
2 type firms were established to meet domestic market demand, with respect to their
limited resources and capacities, heterogeneity appeared between the firms’ goals and their
international operations as soon as they started their international activities. Another
significant difference between the clusters dealt with the impact of the firm’s experience on 
international operations of the firms. With respect to the age of the Cluster 1 type firms,
when they had started their international operations, this significant variable reflects 
intangible resource that entrepreneurs have provided for the firms (Westhead, et al., 2001). 
However, these significant differences confirmed that Cluster 1 type SMEs used all their
resources, including the entrepreneurs’ experiences, to influence the firms’ operations in
the international market. In addition to firm’s experience, “employees’ support” and 
“qualified product” were of other characteristics that differentiate Cluster 1 type SMEs from 
Cluster 2 type SMEs.

7-2-6- Impact of the Domestic Environment and State of Industry 

With respect to the impact of domestic environment, we were dealing with both similar 
and different perceptions. Generally, entrepreneurs in both clusters agreed upon the fact
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that the national infrastructures were not appropriate for export, particularly with respect 
to transportation and the banking system. The main national barriers were instability and 
uncertainty in the domestic market, lack of general national policy for export promotion and lack of
support for export activities. For some of the entrepreneurs, these obstacles were made even
more imposing by the position/status of the country in the world, which undermined the
position of their firms in the world market.

In addition to these similarities, it could be concluded that variability between the two
clusters was the same regarding most of the variables that identified the economic freedom
in the domestic environment. The main significant difference reflected perceptions
regarding the impact of “fiscal burden of the government” on the international operations
of the firms. While, Cluster 1 type entrepreneurs considered the “fiscal burden of the 
government” highly influential for their international activities, Cluster 2 type entrepreneurs
distinguished “price control policy” as influential.

With respect to the state of industry in the domestic market, both clusters confirmed that
competition was very intensive in their industry. They also consistently confirmed that it 
was very important to know the competitors in the domestic and world market. However,
significant differences existed between the two clusters regarding importance of
“information about competitors”, “holding competitive policy” and “freedom of entry
into the domestic market”. This means that entrepreneurs in Cluster 1 type firms were
more consistent than Cluster 2 type entrepreneurs in their perceptions regarding
importance of holding competitive policy, necessity of having information about
competitors and freedom of entry into the domestic market.

7-2-7- The Overall Findings

In summary, the comparative analysis of the empirical studies in the two clusters has 
distinguished similarities and dissimilarities between entrepreneurs’ impact on the process
of internationalization of the SMEs. Consistent with the findings of internationalization
studies in other countries, analysis of the empirical studies indicated that the entrepreneurs
had the key role in the process of internationalization of SMEs. This confirms that in order
to “gain a better understanding of the process of internationalization of SMEs in Iran” we
need to investigate the role and the impact of the entrepreneurs on the process.

The findings indicated that despite differences, in both clusters, entrepreneurs’ perceptions
of the domestic environment had pressured or energized entrepreneurs to initiate a 
strategic action: internationalization (Zahra et al., 1997). In fact, findings confirmed that 
the domestic environment was very important when we were dealing with the
internationalization of the SMEs, because the entrepreneurs’ perceptions of the domestic
environment explained the decisions and actions above and beyond that explained by the
firms. The findings confirmed that despite rapid globalization of competition, the firm’s
domestic environment remained a key frame of reference in determining strategic moves 
(Porter, 1990, 1998) and internationalization of the firms. It was an important factor to 
which both clusters were exposed in their pre-international activities (Wiedersheim-Paul
et al., 1978). Although the entrepreneurs’ perceptions of the domestic environment had
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influenced the entrepreneurs’ attitudes on the viability of international activities (Cavusgil
& Zou, 1994; Kedia & Chhokar, 1985), the findings confirmed that internationalization
was also wanted and triggered by the entrepreneurs (Andersson, 2000).

In short, consistent with Aharoni (1966), the findings confirmed the importance of the 
initiating forces and distinguished two sets of factors: 1) those stemming from domestic
environment such as uncertainty and instability, strong competition, lack of foreign
exchange, etc., and 2) strong interest and willingness of the entrepreneur towards
internationalization.

With respect to the entrepreneurs’ sources of information of international market
opportunities, findings indicated that entrepreneurs in both clusters consistently identified
the firms’ business network (agents, customers, and business partners) as their main sources
of information. They also consistently confirmed that trustworthiness and legitimacy of 
information was very important for them. However, due to confidentiality, entrepreneurs
were not disposed to provide more detailed information in this field.

Meanwhile, the findings indicated that in Cluster 1, the initiating forces and knowledge of
international market opportunities resulted in the receptiveness of the entrepreneurs to
available international opportunities (Kirzner, 1997). Meanwhile, since the realization of 
the opportunities depended on the entrepreneurs’ skills and experience, findings indicated
that entrepreneurs in Cluster 1, due to their knowledge, experience and their capabilities
of providing financial resources, managed to start new businesses that were international
from inception.

However, the entrepreneurs’ impact was not limited to the initiation of international
activities but also continued during the process through realization of the market 
opportunities and selection of appropriate entry mote and market. Entrepreneurs in 
Cluster 1, due to their skills, experience, knowledge and based on international standards
devised established “ways of doing things” in their firms according to agreed-upon goals
for being international. In fact, coordination of the firm’s goals and international
operations (Aharoni, 1966) resulted in establishment of entrepreneurial firms that were
using all their competencies (human resources, know-how, machinery and organization)
to develop new products, new production methods, new markets and new structures to
develop and compete in the international market.

Consistent with Cluster 1 type SMEs, findings indicated that in some of the SMEs in the 
second cluster, which started their international activities after success in domestic market,
durability and continuity of the internationalization process was dependent upon changes
and innovation in the current situation. Therefore, due to knowledge of international
market opportunities, entrepreneurs initiated or planned to initiate development projects 
that reflect the alertness and receptive attitude of the founder or managers to international
market opportunities. This means that, in some of the Cluster 2 type SMEs entrepreneurs
came to the conclusion that in order to take advantage of opportunities and to realize
them they needed to launch development projects to be able to meet both domestic and
international market demand. However, the findings also indicated that in these cases 
realization of the international market opportunities through development projects was
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mainly dependent upon the entrepreneurs’ competency to see and develop new
combinations of resources and the ability to provide financial resources for the
entrepreneurial project (Schumpeter, 1934). Even so, in these cases, the firm’s 
characteristics and more importantly, the entrepreneur’s willingness for internationalization
and growth, had some pronounced influence on the internationalization process of the
firm.

In short, findings indicated that similar to Cluster 1 type firms, for those SMEs in Cluster 2
that passed the irregular export activities stage (Johanson & Vahlne, 1977), durability and
continuity of international activities was not spontaneous, but depended upon the
intention and willingness of the entrepreneur to be international and also on their
competency and capability in providing the financial resources for development projects
that finally resulted in growth of the firm, either through establishment of a new
production line or increase in production capacity.

Except for some of the Cluster 2 type entrepreneurs who started entrepreneurial changes
in their firms for extension of international activities, for other entrepreneurs, the
international activities of the firm were dependent upon the firm’s position in the
domestic market. For these entrepreneurs, even though external motives such as lack of 
foreign exchange and fortuitous orders also led entrepreneurs to more involvement in the
international market, profit and growth were distinguished as the main motives for
development of international activities. In these cases, due to limited resources,
internationalization was a dilemma for the SMEs. On one hand, they knew that in order
to be competitive and to grow, they should enter international markets, but on the other
hand, due to limited resources, lack of public promotion policies for exporters and
infrastructural problems, they were not able to develop their international activities. In
these cases, due to the fixed-exchange-rate policy and high inflation in the domestic
market, not only was export not profitable, but sometimes also a loss-making venture.
Therefore, these SMEs generally met international market demand through their extra
production capacity, and their international activities were not long-lasting. The durability
(and duration) of international activities depended upon the position of the firm in the 
domestic market and the fortuitous orders.

In fact, with respect to the definition of internationalization adopted in this study47, it 
could be concluded that those Cluster 2 type SMEs were sporadic exporters whose
international operations mainly depended on external factors (firm’s position in the
domestic market, fortuitous orders) and not the awareness, willingness and receptiveness of
the entrepreneur. However, with respect to the pattern of changes in some of the Cluster
2 type SMEs in which the entrepreneurs had become aware and intended to become 
international, the findings confirmed that the process of internationalization involved 
changes and innovation in these SMEs. Changes that could result in new goals and

47 Internationalization is a process that starts with the awareness and willingness of the entrepreneur
(responsiveness to the conditions) to the necessity of transaction with other countries that is 
preceded by realization of international activities (entry mode) and location of activities (market
selection) (p.7).
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objectives, new ways of doing things, new products and new structure in the firm 
resulting in the development and growth of the firm.

In summary, grouping of the firms in two clusters enabled us to distinguish the significant 
differences between two groups of SMEs that were active in international markets. With
respect to the definition of internationalization adopted in this study, these significant
characteristics that clarified the entrepreneurs’ impact on the process of internationalization
of SMEs, enabled us to distinguish “international SMEs” from “sporadic exporter SMEs”.

Therefore, we concluded with some confidence that the process of internationalization of
SMEs in Iran was an entrepreneurial and opportunity-based process. In this process, due to
the initiating forces (either external or internal) (Wiedersheim-Paul et al., 1978; Aharoni,
1966) and entrepreneurs’ alertness, entrepreneurs perceived and subsequently, due to their 
skills and experiences, realized and took advantage of international opportunities (Kirzner,
1997). This was reflected in the receptive attitude (Kirzner, 1997; Miesenbock, 1988),
entrepreneurial orientation (Yli-Renko et al., 2002; Miesenbock, 1988), proactive 
behavior of the entrepreneurs (Ibeh & Young, 2001) and the strategic orientation of the
firm (coordination of the firm’s goal and international operations) (Wiedersheim-Paul et
al, 1978; Aharoni, 1966). In this situation, not only could the environment supply the firm 
with opportunities that had been overlooked by the others (Kirzner, 1997), it could also 
provide conditions that facilitated the process. Therefore, entrepreneurs who were alert
and bold (innovative and creative) had managed to realize information about international
market opportunities through starting new business or initiating changes and innovation in 
their firms.

Turning now to the question of the impact of the entrepreneur on the internationalization
of SMEs, it would appear that entrepreneurs generally had an impact on
internationalization of SMEs in two different ways. One impact reflected the mental
orientation or “way of thinking” of the entrepreneur, the entrepreneur’s perception,
willingness and attitude. The other impact reflected the behavior and “action-oriented
function” of the entrepreneur, resulting in realization of the international market
opportunities and internationalization of the SME.

Meanwhile, with respect to other aspects of the purpose of the study48, the following
factors were distinguished from comparative analysis of qualitative and quantitative data
(Section 6.5). However, with respect to the overall findings of the study, the following list 
included all factors and driving forces that were identified either by entrepreneurs in the
two clusters or those perception variables that were significantly different for the two 
Cluster type entrepreneurs.

48 Identification of: 1) driving forces that influence entrepreneurs’ perceptions, decisions, and 
actions towards involvement in international operations, and 2) the factors that influence the 
entrepreneurs’ decisions regarding entry mode and market selection.
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Entrepreneurs’ motivations for internationalization
entrepreneurs’ perception of the domestic environment – uncertainty and instability
international outlook 
willingness to be international
profit
growth

Discovery of international market opportunity 
knowledge of international market opportunities 
entrepreneurs’ experience 

Sources of information of international market opportunities
business network (customers, agents and business partners)
market research
specialized trade fairs 
internet
friends, families and colleagues

Entrepreneurs’ attitudes and behavior
alertness and receptiveness towards international market opportunities
intentional towards international market opportunities
proactive towards international market opportunities

Entrepreneurs’ characteristics
technical skills 
business management skills 
capability in providing financial support
experience in international market

Competitive policies
product policies: high quality, product development, product diversification
marketing policies: competitive pricing 

Firms’ characteristics
coordination of firm’s goals and its international activities
employees’ support for international activities
all products qualified for international market
access to resources for international market
fortuitous orders

Domestic environment
uncertainty and instability
country’s image abroad
national infrastructure for exporting
transportation,
banking system
national policy for export 
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national policy for export promotions
fiscal support of the government
administrative conditions for establishment of the new business 

State of industry
information about the competitors
free competition in domestic market
competitive policy 

7-3- Theoretical Findings 

In order to discuss the theoretical findings of this study, first of all we evaluated the
theoretical frame of reference with respect to the findings of the study. This means that in 
the following section we present a brief explanation of each part of the theoretical frame of
reference (Figure 7.1) followed by the findings of that part of the empirical study and 
clarification of consistency or inconsistency of the findings with the frame of reference.
Since the theoretical frame of reference has conceptualized a process initiated by discovery
of the international market opportunities by the entrepreneur and ended by selection of
the entry mode and market, the same pattern was followed in discussion of the different
parts and the related findings.

7-3-1- Evaluation of the Theoretical Frame of Reference

The starting point for designing the theoretical frame of reference (Figure 7.1) in this study
was findings from review of more than three decades of internationalization studies that
were available through different databases (AB Inform, Ebsco and Emerald), international
organizations’ studies (UNIDO, UNDP, OECD) and books. The review has shown that
none of the theoretical perspectives developed to explain the multinational enterprises
fully capture actual internationalization of SMEs (Coviello & McAuley, 1999), particularly 
with respect to the key role of decision-makers in acquisition of foreign market
opportunities (Aharoni, 1966; Reid, 1981) and realization of SMEs’ internationalization
(Westhead et al., 2001; Miesenbock, 1988) that had been neglected in internationalization 
studies. However, with respect to the growing number of the studies using
entrepreneurship and social network (Ellis, 2000) in investigation of SME 
internationalization and in searching for a theoretical perspective to explain the economic
role of the entrepreneur, we came across Schumpeter’s articles and definitions and finally
Kirzner’s (1997) “Theory of Entrepreneurial Discovery”, which explains how
entrepreneurs drive the market through discovery and exploitation of opportunities
overlooked by others. And finally, in searching for entrepreneurs’ sources of information
about international market opportunities we integrated that part of the social network
analysis that embraces Granovetter’s (1985) view of economic action. He has replaced the 
atomized under-socialized conception of human action with the concrete role of personal
relations and structures (network) on economic and non-economic behavior.
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Figure 7.1 Theoretical Frame of Reference

(1) Discovery of International Market Opportunities

(2) Social Networks of Entrepreneur / Information Benefits
Trustworthiness
Legitimacy

(10) Entrepreneur’s Characteristics (Skills & Experience)
Technical Skills
Business Management Skills
Personal Entrepreneurial skills

Internationalization (Selection Entry Mode and Market Selection) 

Domestic Environment

(8) Economic Freedom &
Entrepreneurship Condition

(9) State of Industry in the Market
Competition
Freedom of Entry

Entrepreneur(s)

(5) Behavior
Active, Proactive, Aggressive

 (4) Attitude
Alertness to Opportunities 
Entrepreneurial Orientation (Risk-taking,
Innovation, Proactiveness)
Willingness, Intention

(3) Motivations
International Outlook and Perceptions
Perceiving international Opportunities
Seeing internationalization as the last resort 

(7) Characteristics
Demographic Characteristics
Managerial Characteristics
Marketing/Production/Finance/R&D/Prod
uct Variables 
Core Competence
Corporate Culture 
Firm-Specific Advantage 
Etc.

(6) Motivating Forces
Internal – Goals of the Firm, Leadership
External – Fortuitous Orders

Firm
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In summary, by integrating three theoretical perspectives; internationalization, entrepreneurship
and social network, we aimed at studying the process of internationalization of the SMEs in Iran 
through investigating the impact of the entrepreneurs on the process. Based on the
Schumpeter (1934) definition, we concluded that internationalization is a strategic action that
will not start without entrepreneurial action. Therefore, according to the Theory of
Entrepreneurial Discovery (Kirzner, 1997), we concluded that internationalization depended
upon entrepreneurial discovery of international market opportunity, (No. 1) which was 
distinguished from successful search of information because it involved natural alertness of
entrepreneur to possible international opportunities. 

However, in comparison with the theoretical frame of reference, the findings indicated that in 
addition to entrepreneurs’ knowledge of international market opportunities (perceived
opportunities) and international outlook, initiation of the international activities was
dependent on the entrepreneurs’ perceptions of the domestic environment. In fact, consistent
with Aharoni (1966) and Wiedersheim-Paul et al. (1978), findings indicated that domestic
environment was a key initiating factor that induced the entrepreneurs to initiate
internationalization as a strategic action (Porter, 1990). Therefore, we need to modify the 
theoretical frame of reference to indicate the priority of the entrepreneurs’ motivation to
discover international market opportunities, as well as to clarify role of entrepreneurs’
perceptions of the domestic environment as an initiating force.

In order to know how entrepreneurs came to discover international market opportunities, this
study embraced Granovetter’s (1985) view of economic action, which considered
entrepreneurs as being active in a social context. This means we aimed to distinguish the
network within which they were embedded, because it could lead us to the critical issue of
how the entrepreneurs came to identify the information about the international market
opportunities (Aldrich & Zimmer, 1986). Therefore, in the theoretical frame of reference,
social networks of the entrepreneurs (No. 2) were distinguished as the main source of
information about international opportunities.

In contrast with the theoretical frame of reference, the findings of the empirical study
distinguished the firms’ business networks (agents, customers, business partners) as the main
sources of information about international market opportunities. In addition to business 
networks, findings identified international trade fairs and the internet as other sources of
information. Few entrepreneurs referred to their social networks (friend and families) as their
sources of information and finance. However, it should be highlighted that the respondents
were not interested in providing more detailed information about their sources of information
and relationships. Therefore, with respect to the findings, we concluded that we had to
replace the entrepreneur’s social network with the firm’s business network and other sources
of information in the revised version of the theoretical frame of reference.

Meanwhile, since opportunities spring up everywhere, the social network was not considered
sufficient for explaining how information about market opportunities is converted into action

291



(Burt, 1990). Realization of the opportunities is dependent on the beneficiaries of that
information. Therefore, we looked at the variation of action of the entrepreneurs, which
depends on their motivation (No. 3), attitude (No. 4) and behavior (No. 5). Therefore, in
order to internationalize, entrepreneurs need to have the willingness and intention to be
international, which requires international orientation and outlook. On the other hand, since
realization of the opportunities depends upon entrepreneurial behavior (active, proactive and
aggressive), because they are competing with other entrepreneurs who seek to outdo them by
offering better deals to the customers (Kirzner, 1997), the attempt was made to distinguish the 
entrepreneurs’ competitive behavior.

Consistent with the theoretical frame of reference, the findings indicated that entrepreneurs’
impact was not limited to the initiation of international activity.  It continued during the
process of internationalization so that parts of the process reflected entrepreneurs’ perceptions
and attitudes, way of thinking, while the other parts indicated the behavior and action-
oriented function of the entrepreneurs. In addition to alertness to the international
opportunities, findings distinguished entrepreneurs’ intention and willingness to be
international as significant.

Entrepreneurs’ intentions towards having an international firm ware realized either through
establishment of firms that were international from inception, or through initiation of
development projects that had enabled the firms to meet both domestic and market demands.
These alternatives reflect the receptiveness of the entrepreneurs to international market
opportunities, which together with entrepreneurs’ competencies, experience in seeing and
developing new combinations of resources and ability to provide finance for new projects
resulted in internationalization of the SMEs. Therefore, we need to know the firms’
motivating forces (No. 6) and characteristics (No. 7).

Although the entrepreneurs’ attitudes and behavior were important in turning knowledge of
opportunities into action, their behavior was also affected by their environment, which either
facilitated or impeded the consistency between attitude and behavior (Eshghi, 1992). This 
means that internationalization was partly dependent on the domestic environment. Since
internationalization was assumed as an entrepreneurial action, we looked at the economic
freedom (Kirzner, 1997) and entrepreneurial conditions (No. 8) (GEM, 1999-2002) that have
facilitated international and entrepreneurial activities. Meanwhile, consistent with these two
characteristics of domestic environment, we looked at the state of competition in each
industry (No. 9) and freedom of entry, which led entrepreneurs to outdo their competitors.

However, with respect to the characteristics of the firms, the findings indicated that
international SMEs were significantly different from SMEs that adopted international
operations due to their position in the domestic market, uncertainty and instability in the 
domestic market. These SMEs were significantly different with respect to coordination of their
goals and international operations (Aharoni, 1966), coordination of resources with their
international operations (employees’ support for international activities, all product qualified
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for international market, and firm’s experience). Therefore the theoretical frame of reference
should be modified with respect to the significant characteristics of the international firms that 
distinguish them from sporadic exporting firms. 

With respect to the impact of domestic environment on the process of internationalization of
SMEs, findings indicated that the domestic environment not only supplied the firms with
opportunities that were overlooked by others, it also provided facilitating and impeding 
conditions that influence the process. The findings indicated that instability and uncertainty,
lack of general national policy for export promotion, lack of support for export activities and
country’s image were some of the environmental factors influencing the international
operations of SMEs. Meanwhile, the findings also indicated that competition was very 
intensive in the domestic market and the SMEs were significantly concerned about
information about their competitors and adoption of competitive policy.

However, to take advantage of and realize opportunities, entrepreneurs must posses the
necessary capacity (GEM, 1999-2002); tangible and intangible resources that are individual 
properties that accrued to the entrepreneurs through education and experience. This means
that entrepreneurs’ skills and experience (No. 10) were assumed as important in realization of
opportunities and selection of entry mode and market (Andersson, 2000). Therefore, we
aimed to determine whether the entrepreneurs’ skills and experiences had influenced their
actions in entering the market with a new idea, with a better product, with a more attractive
price or with a new technique of production (Schumpeter, 1934, 1942).

In fact, consistent with the theoretical frame of reference, the findings indicated that in order 
to realize the international market opportunities, not only were the entrepreneurs intentional
and receptive towards international activities, but they have also been proactive in realizing
the opportunities. They also had the necessary skills (technical and business management) and
the experience (No. 10) required for selection of appropriate policies for entering the market
and selecting the market. In order to be competitive in the international market, entrepreneurs
have generally been focused on product policies (high-quality products, product development 
and diversification) and marketing policies (pricing policies). This means that the theoretical
frame of reference needs to be modified in order to indicate the competitive policies.

Therefore, based on the comparative analysis of the findings of the study and the theoretical
frame of reference, in the next section we deal with theoretical findings and possible 
adjustment and revision of the theoretical frame of reference.

7-3-2- Revision of the Theoretical Frame of Reference

Findings from the study have increased the understanding of internationalization of SMEs
through investigation of the impact of entrepreneurs on the process of internationalization of
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SMEs in Iran. With respect to the definition of internationalization adopted in this study, the
overall findings distinguished two groups of SMEs that are active in the international markets.

The first group includes the “international SMEs”, which have initiated international activities
due to the international outlook and willingness of entrepreneurs and their perception of
domestic environment conditions and knowledge of international market opportunities. In
fact, entrepreneurs’ intentions to be international along with their receptive attitude and
proactive behavior towards international market opportunities have resulted in international
entrepreneurial actions that have been reflected either in:

establishment of SMEs that were international from inception, or 
application of innovative changes in the SMEs that had been successful in domestic
environment before becoming international

The second group includes the SMEs that have started their international activities due to
problems in the domestic market and the position of the SMEs in the domestic environment, 
which in some cases have pushed firms towards international activities. However, with respect 
to uncertainty and instability in the domestic market, they responded to export demand as
long as it was profitable and could enable them to solve temporary problems such as lack of
foreign exchange. Therefore, these SMEs have generally satisfied export demand by using 
their extra production capacity and continued to do so as long as there was no more profitable
demand in domestic market. Therefore, with respect to the definition adopted for
“internationalization” in this study, this group of SMEs includes sporadic exporters whose
international activities depend on their position in domestic market.

Therefore, with respect to the findings, it could be concluded that the process of
internationalization of SMEs in Iran is an “entrepreneurial and opportunity-based process” that is
affected by entrepreneurs in two ways. The first is the mental orientation that reflects the “way
of thinking” of the entrepreneurs and discovery of international market opportunities, and the 
second is the “action-oriented function” that reflects the entrepreneurial action of the
entrepreneurs in realization of the international market opportunities and selection of entry
mode and market. However, the findings have confirmed that internationalization has either
reflected the “motivation, perception, attitude” of the entrepreneur towards international activities
or the actual carrying out of activities abroad – “international entrepreneurial action”. In fact, the
findings indicate that the “hierarchy of effects model” (Gnepa, 2000), according to which
“behavior” is normally preceded by the two cognitive stages of awareness (knowledge/belief)
and attitude (evaluation), is applicable to the process of internationalization of SMEs in Iran. 

However, it should be highlighted that the contribution of this study is based on 20 case
studies conducted in Iran. The main contribution might be that the “Theory of
Entrepreneurial Discovery”, which explains “how” and “why” a market works, is appropriate
to explain the internationalization process of SMEs in Iran. First of all, this theory enabled us
to see “internationalization” as a decision-making process that distinguished the role and 
impact of the entrepreneur. This role is extended from seeing the driving forces 
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(knowledge/belief), to receptiveness (evaluation of opportunities) and entrepreneurial action
(realization of opportunities).

In fact, conceptualization of “internationalization of SMEs” as an entrepreneurial action
enabled us to discern the preference of the entrepreneur at the moment of action. By
emphasizing discovery of opportunity instead of placing the emphasis on maximizing decision, 
the actions of purposeful human beings who have exercised entrepreneurial judgment in
making their way in an uncertain world have been highlighted.

Based on this theory, we distinguished internationalization of SMEs from the
internationalization processes in large enterprises that manage to develop international market
activities based on the successful search for information. Unlike large firms that search actively
for information, these SMEs have been characterized by a natural alertness to possible 
opportunities (or the danger of possible disaster), which is characteristic of human beings.

The next theoretical findings that should be emphasized concern the impact and role of the 
domestic environment. In fact, entrepreneurs’ perceptions of the domestic environment have
influenced the process of internationalization of SMEs not only as an initiating force, but also
as source of opportunities overlooked by others. Meanwhile, due to the small size of the firms 
and the role of government in economic activities of the firms in Iran, impact of domestic
environment was considered influential in providing facilitating or impeding conditions. 
However, the findings have indicated that, in addition to economic freedom that has enabled
competition and the discovery of opportunities, “entrepreneurial conditions” at the national
level were necessary for internationalization of SMEs. 

However, contrary to the theoretical frame of reference, due to the existence of different
sources of information about international market opportunities, the notion of “social
network” should be replaced by a more comprehensive indicator: “sources of information
about international market opportunities”. This new group of variables includes factors such as
business network, international trade fairs, the internet, families and friends. Meanwhile, with
respect to the significant influence of competitive policies on realization of international
opportunities in SMEs, “competitive policies” as a new group of variables is added to the
theoretical frame of reference.

Although the findings of the study confirm the theoretical frame of reference, but they also
suggest that some modifications are needed. The main modification concerns the pattern and
relationships between groups of variables (boxes) so that it can show the hierarchy of motives,
awareness (knowledge/belief), attitude (evaluation), behavior and action. In fact, we need to
modify the original theoretical frame of reference to show this pattern. Therefore, all
motivating forces including entrepreneur’s international outlook/perceptions, perceived
opportunities, and domestic market condition are shown as a group of variables,
“Entrepreneur’s motivation”. Meanwhile, data about the firm is limited to the firm’s
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characteristics, which include the variables that are significantly different for international
SMEs (Figure 7.2). 

In summary, the modified theoretical frame of reference indicates that entrepreneur’s motives
and intentions (No. 1) for being international along with knowledge of international market
opportunities (No. 2) result in discovery of international market opportunities (No. 3)
overlooked by other competitors. However, since the realization of the opportunities and
selection of the entry mode and market depend upon the receptive attitude (No. 4) and
proactive behavior (No. 5) of the entrepreneurs, the stage of awareness is followed by
entrepreneur’s attitude and behavior. This proactive behavior along with the entrepreneur’s
“competencies” and “capabilities” in providing finance and experience (No. 6) either results
in establishment of a firm that is international from inception or application of innovative 
changes in the firm (No. 7).

And finally, consistent with the original theoretical frame of reference, the revised version
indicates that domestic environment (No. 8) and state of industry (No. 9) not only influence
the entrepreneur’s motivation, attitude and behavior but also the entrepreneur’s action in
realization of international market opportunities through selection of appropriate competitive
policies for market selection and entry. However, since the internationalization is considered
as a process, bi-directional arrows between the internationalization, firm, entrepreneur and
entrepreneur’s motivation boxes reflect the interaction between them over time. 
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Figure 7.2 Revised Theoretical Frame of Reference

(11) Competitive Policies
Product Policies
Marketing Policies

(10) Entrepreneur’s Characteristics (Skills & Experience)
Technical Skills
Business Management Skills
Personal Entrepreneurial skills
Experience

Internationalization (Selection Entry Mode and Market Selection) 

Domestic Environment
(8) Economic Freedom &Entrepreneurial
Conditions

Uncertainty and instability 
Country’s image abroad
National infrastructure for exporting
Transportation and banking system
National policy for export promotion
Fiscal support of the government
Administration condition for establishment of 

(2) Sources of Information about International Opportunities
Business network (agents, customers, business partners)
Specialized trade fairs
Market research
Internet
Friends, families and colleagues 

Firm

(7) Characteristics
Coordination of goals and international
activities
Employees’ support
All product qualified for international
Experience in international market
Access to resources for international 
market
Fortuitous orders

(6) Competencies & Capabilities
Capability in providing finance
Experience

Entrepreneur(s)

(3) Entrepreneurial Discovery of the International Market Opportunities
Entrepreneur’s knowledge and experience

(5) Behavior
Active, Proactive, Aggressive

(4) Attitude
Alertness to Opportunities 
Entrepreneurial Orientation (Risk-taking,
Innovation, Proactiveness)
Willingness, Intention

(1) Entrepreneurs’ Motivations
Perception of domestic market
International Outlook and Perceptions
Perceiving international Opportunities
Willingness for being international 
Profit and growth

(9) State of Industry in the Market
Information about the competitors
Free competition in domestic market
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7-4- Implications for Practitioners 

The main finding is that entrepreneurs themselves, the way they think, the choices they make
and their competencies and behavior are crucial to the internationalization of the SMEs.
Awareness of the fact that it is possible to influence the destiny of their firms should be
encouraging for SMEs’ managers. The internationalization of the SME is not the result of 
deterministic forces outside the control of the SME, but it should be wanted and triggered by
the entrepreneur. Internationalization is largely influenced by conscious decisions made by the
entrepreneur. Therefore, it is possible for the SME managers to take such actions that will
allow the firm to internationalize, to make profit and continue to grow. Moreover, in broad
terms, entrepreneurs’ motivations seem to be very important and the “entrepreneur’s
willingness” has a great influence on the actual internationalization of the SME. 

For some SMEs, surviving domestic problems was of the utmost importance, as illustrated by
findings in the present research. Therefore, it is important to stress that for firms that are
encountering domestic problems, it is important to become international. International SMEs
have a greater chance of surviving domestic problems. Thus, the SME entrepreneurs who feel
survival in the domestic market is an important goal may consider internationalization as a
suitable growth strategy. Furthermore, since factors contributing to internationalization also
contribute to growth, internationalization and growth are closely associated. Innovation
(establishment of new firm or innovative change in existing firm), awareness, receptiveness
attitude and proactive behavior are stressed as central for internationalization, as well as for
growth.

Therefore, in order to fulfill the objective of internationalization, SME entrepreneurs should
pay attention to factors that influence the process. First of all, international outlook and
willingness to pursue international activities or the ways entrepreneurs think about
international activities are the primary issues that should be considered by the entrepreneurs.
In the next stage, it is important to be able to get informed about international market
opportunities. In this respect, it is important to be conscious of and alert to international
market opportunities. Of particular importance is the ability to create relationships with the
sources of information about international market opportunities. However, the importance of 
detecting new business opportunities implies the importance of external information. The next 
step is to match these opportunities with the firm’s core competencies in order to determine
whether the opportunity is suitable or not, and subsequently grasp the opportunity, which
depends upon the entrepreneur’s skills and financial resources.

Although, the findings of this study have not provided enough information about the social
networks within which the entrepreneurs are embedded, due to the confidentiality of
information, they do confirm that sources of information about opportunities are outside the 
firm. Entrepreneurs’ emphasis on the impact of “experience” on the process of
internationalization partly reflects their knowledge of the relationships and their awareness of
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the sources of the information. Therefore, in addition to being alert, receptive and proactive
towards international market opportunities and flexible to change, the findings implicitly 
confirm that entrepreneurs should realize that certain circumstances demand that they learn
specific business norms and values, establish social or business networks and take advantage of
relationships and informal systems to develop their business.

Finally, with respect to the broad impact of domestic environment on internationalization of
the SMEs in Iran, it is important to have good knowledge of domestic environment
opportunities and threats in order to direct their impact in favor of the firm’s international
activities.

7-5- Limitations and Methodological Remarks

According to Marshal & Rossman (1999), any study has limitations. The limitation of any
study will vary depending on the deliberate and unconscious choices taken. However,
choosing to study something implies that something else will not be studied. Therefore, the
first limitation is connected with the problem area and purpose of the study as discussed in 
Chapter Three (p.101). Limitation concerns the relevance of chosen theoretical frame of
reference and how far-reaching conclusions can be drawn from the findings. As discussed in
Chapter Four, in order to establish correct operational measures for the concepts being studied
(validity), the theoretical frame of reference was developed on the basis of integration of
different theoretical approaches. Meanwhile, to increase the validity and reliability of findings,
analyses were developed based on both qualitative and quantitative data (data triangulation).
Finally, to limit the bias in interpretation of data, both qualitative and quantitative data were
presented and analyzed on the basis of the theoretical frame of reference and the embedded
units of analysis. Thus, although analyses were started and carried out based on the realities
stated by the interviewees, analysis of quantitative data was used secondary to confirm the
findings from the cross-cases analyses.

Meanwhile, with respect to replication logic governing selection of cases, we primarily divided
the 20 cases into two clusters48 that enabled us to distinguish the perception variables that were
significantly different between the two clusters. Consistency between the significant variables
and findings from the cross-case analyses enabled us to identify two groups in selected cases:
the “international SMEs” and the “sporadic exporter SMEs”. However, the small number of 
the cases is another limitation that does not permit us to use more complicated statistical
techniques. Therefore, with respect to the driving forces and influential factors identified, it
should be highlighted that the findings are based on 20 case studies. Meanwhile, with respect

48 Cluster 1 includes the SMEs that were international from inception and Cluster 2 includes the SMEs 
that have started their international operations after establishment in domestic market. 
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to the relationships between the variables, findings from the within-in case and cross-case
analyses implicitly distinguish the relationship between variables.

7-6- Prospects for Future Research 

The limitations of this research and its findings should be noted with a view to extending the
present study. This section contains some explicit suggestions for future research related to
research method and theory as well as empirical issues. I hope these suggestions will encourage
others to conduct studies in order to advance our knowledge of the impact of entrepreneurs
on internationalization of SMEs and possibly confirm, refine or dispute the propositions made
in this dissertation. 

The main limitation that restricts the development of the findings is the number of samples,
which is limited to 20 cases selected purposefully; therefore, selection of a greater number of
samples might allow application of more statistical techniques and give a clearer picture of the
driving forces and influential factors and their causal relationships.

The present research indicated that it is possible to conduct case studies on SMEs. However,
survey can be used to challenge and/or to confirm the findings from the case study. Survey 
also provides the possibility of adopting appropriate methods for investigating causal
relationships between the influential factors.

With respect to the vital role of domestic environment and entrepreneurial condition required
for development of entrepreneurial activities, the research could be extended to investigate the
entrepreneurial condition at national level to determine whether or not the national
environment is appropriate for entrepreneurial activities and therefore, internationalization of
the SMEs.

This dissertation may also be seen as an explicit empirical step in the study of successful
entrepreneurship, in terms of international SMEs. Therefore, the investigation might be 
extended to opportunity-oriented domestic and international SMEs in order to compare the 
behavior of domestic and international entrepreneurs.

The sample we used does not constitute a random sample, because only those entrepreneurs
who were qualified for and willing to participate in the study were interviewed.
Generalization from the research results should be made with caution. A fruitful direction for
further research is to replicate the principal features of this study within different regions
and/or different developing countries with larger samples.
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Appendix 1.1 Findings of the Pilot Study 

1-Number /Date 1/ 08.06.2002 2 / 09.06.2002 3 / 11.06.2002
2-Name Jameh Baft Taban Teflon Sang Sazan 
3-Date of Establishment 1983   1986 1970
4-Number of employees 45   35 4
5-Interviewee Managing Director – Owner (main shareholder) Managing Director - Shareholder Managing Direc
6-Nature of Business Producer of clothes, pullovers for men, women Manufacturer of non-stick cookware Handling intern

of eight produce
7- Driving forces that 
influence the firm’s decision 
for involving in international 
market

- Instability of local market 
- Traditional distribution channel of clothes 
- Export has protected us from the local market 
problems and fluctuations 
- opportunity to learn from the international 
market and develop the business 
- increasing the quality of production 

Earning foreign exchange for importing raw 
materials

- No difference 
market
- Existence of d

8- Method, policies, etc. used 
to start the operation 

- participation in exhibitions 
-membership in Chamber of Commerce 
-developing good relationships with the dealers

- Participation in exhibitions  
- selling in exhibition  

- Participation in
- Membership in
- Using relation
- Influence and 
getting order 
- direct export a

9- Methods, policies, using at 
the present 

- export through agent / specialized dealers due 
to their knowledge from the market 
- exporting 100% of our product 

No more operations in international market -developing our
of Commerces 
- membership in
and receiving ex
- receiving orde
- developing rel

10- Plan for the future - to find a European partner for financial and 
technological support 

Increasing local market share  - using new met
- making a web 

11- Countries they are 
operation or have operated 

- West Europe is target market/ Germany, 
England, France 

Lebanon, Pakistan, Sri Lanka, some of African 
countries

Italy, Germany, 

12- The reasons of selecting 
these markets 

West Europe is appropriate market for clothes, 
crystal-clear business regulations  

Participating in exhibition Italy is the cente
importer, close r
company
Saudi Arabia is a
exhibition (six m

13- The future target market To increase present export and enter other 
European countries

No plan for the future  Transportation p



Continuous Appendix 1.1 

1-Number /Date 4 / 12.06.2002 5 / 15.06.2002 6 / 13.06.20
2-Name Galestian    Baft-e-Iran Shahr Pazavar
3-Date of Establishment 1929   1983 1977
4-Number of employees 100   24????? 140
5-Interviewee Commercial Manager – Shareholder (family 

business)
Managing Director - Shareholder Sales Enginee

operations
6-Nature of Business Manufacturer of classical hand crafted furniture Manufacturer of different types of knitted fabrics Manufacturer
7- Driving forces that 
influence the firm’s decision 
for involving in international 
market

- Receiving orders from friends and relatives who 
have immigrated to other countries and 
encourage us in entering international market 
- Lack of local competitor that promote the 
quality of our product 

- Excess production capacity 
- Intensive competitive local market 
- Crisis in textile industry in local market 
- To improve the quality of our product 
- collapse of Soviet Union and presence of 
dealers from Central Asia States applying for 
different products 

- Changing p
- Lack of loc
- Cooperatio
relationships 

8- Method, policies, etc. used 
to start the operation 

Direct export to old customers immigrated to 
other countries after revolution 
Participation in exhibition 
Establishing a joint venture in Armenia 
Giving sales representative to some of immigrated 
old colleagues

- Exporting through dealers from Central Asia 
States  
- Establishing several shops in northern provinces 
of Iran 
- Exporting through the supplier of our 
machineries
- Exporting through relatives and friends 
immigrated to European countries 
- Participation in different exhibitions for 
identifying dealers and importers of textile 
products

- marketing i
director who
company in D
- Receiving q
- Exporting s

9- Methods, policies, using at 
the present 

Direct export 
Joint venture in Armenia 

Indirect export through dealers Introducing o
the Sale repre
supplier of ou

10- Plan for the future Cannot plan , much depends on political and 
economic situation

No data available In the proces
months after 
magazine, pa

11- Countries they are 
operation or have operated 

U.S.A, Canada, European countries, Australia, 
Central Asia  

Central Asia States, Germany Dubai, Germ

12- The reasons of selecting 
these markets 

Relative, friends, and old customers immigrated 
to these countries. Close cultural, ethical 
relationships with Armenia. We have problem 
with Central Asia due to lack of regulations and 
reliable banking system. 

Neighbor countries 
Receiving order  

Relationship 
one of relativ
possibility of 

13- The future target market To use modern policies to develop our business 
not only relationships 

No plan for the future  Persian Gulf 



Continuous Appendix 1.1 

1-Number /Date 7 / 16.06.2002 8 / 18.06.2002 9 / 19.06.2002
2-Name Sanaye Plastic Khouzestan  Rang Afarin Shoka Shoe 
3-Date of Establishment 1984 1969 1984
4-Number of employees 57  61 70
5-Interviewee Managing Director – Owner Administration Manager Managing Direc
6-Nature of Business Manufacturer of packaging 

containers for diaries, dried 
fruits, airline trays

Manufacturer of Coating for car & ship industry  Manufacturer of
boots, shoes, and

7- Driving forces that 
influence the firm’s decision 
for involving in international 
market

Producing high quality 
products and believing in 
necessity of being in 
international market

We have two technology transfer agreement one for coating for car 
industry concluded before revolution and the second one concluded 
recently for production of coating for ship industry with a Norwegian 
company. Low demand for new product (coating for ship industry) in 
local market, surplus production capacity, growth & development 

Earning foreign 
saturation of loc

8- Method, policies, etc. used 
to start the operation 

Exporting directly to Middle 
East Countries 

Through an Iranian company established in Dubai that concluded an 
agreement with Sharejeh Tanker company. Using databases in 
Emirate to introduce our company and its products.   

Participation in 
in a contract for
in Azerbaijan th
ended in establis
of our activities 

9- Methods, policies, using at 
the present 

We have to stop our 
operations due to internal 
environmental problem  

Establishing a warehouse in Dubai to meet the customers demand. 
Charging the warehouse on the basis of the information gathered 
from the Emirate market with the assistance of our technology 
supplier

Operating still th
to entrance of v
intensive, decide
prices. Delivery 

10- Plan for the future To solve our problems in 
local market 

On the basis of technology transfer we have the responsibility of 
supplying coating to Middle East market therefore are focused on 
making agreements with Holding shipping service companies that 
provide dying service along other services. Also focused on making 
agreement with tanker companies in other middle east countries.  
And oil industry is our next target. 

To keep our ma

11- Countries they are 
operation or have operated 

Middle East Countries Persian Gulf Littoral States are our target markets, first we entered 
Dubai and recently entered Bahrain. Started exporting to Singapore. 

Central Asia Sta
Tajikistan, UK, 
Arabia  

12- The reasons of selecting 
these markets 

Near to Iran According to our technology transfer agreement Middle East Market 
belongs to us. Dubai is one the most well-known harbors that has 
graving docks for servicing the vessels,  so it is the best market for our 
products. Not only Dubai but also all States in this region are our 
target market both for having important harbors and secondly because 
of the Oil that transported by tankers and maintenance of tankers that 
is a Hugh industry.

Central Asian St
and experience g
soviet Union, an
countries that su
Germany, and R
exhibition and e
of relatives imm
Saudi Arabia thr

13- The future target market No specific plan  Other States in Persian Gulf We are still focu
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1-Number /Date 10 / 20.06.2002 11 / 01.07.2002 12 / 06.07.2
2-Name Sanaye Choob Majlesi Ghoncheh Kesht-O-San
3-Date of Establishment 1991   1993 1985
4-Number of employees 55   40 40
5-Interviewee Managing Director – Owner Managing Director – Owner Administratio
6-Nature of Business Manufacturer of classical style (French & Italian) 

furniture
Producer of clothes for babies and children Producer of n

7- Driving forces that 
influence the firm’s decision 
for involving in international 
market

Believe in globalization and necessity of operating 
in international level, growth of our firm, and 
development of our country. Type of our 
product and lack of local market demand for our 
product

Growth and development, knowledge of market, 
knowing that qualified products has its market 
and our products are qualified for international 
market, prestige  

The essential
such food, dr
artificial essen
these items w
agreement ar
essences with
enter internat

8- Method, policies, etc. used 
to start the operation 

By defining our target market  that are ex-
colonies of France, Italy, Spain, and Portugal and 
participating in exhibitions in these countries we 
developed our presence in this markets by 
creating relationships with Embassies, commercial 
attachés, business advisers, and friends that are our 
‘information lobby’ for estimating market 
demand. Then we selected agents in theses 
countries and are exporting through them on the 
basis of commission. 

Participation in an exhibition in Germany – 
Berlin
Selling to Europe through big dealers and usually 
with customers’ brand 
Exporting to Persian Gulf State with our brand 

Several Irania
of shareholde
We export ve

9- Methods, policies, using at 
the present 

Now exporting 100% of our products to these 
countries, very close relationships with our 
customers. Visiting them every six months and 
inviting them to Iran every year. Establishing 
web site and advertising in business directories 

Quality is our competency, we are focused to 
increase the quality, we operate through big 
dealers that I can’t explain how we find them  

The only way
cooperation w
power in this

10- Plan for the future To develop our business in the target market To increase production capacity to meet new 
orders, exporting 90% of production 

We should fi
market.

11- Countries they are 
operation or have operated 

Ex-colonies of France, Italy, Portugal, and Spain 
in West-Africa and South America. And also 
exporting to France and Persian Gulf States 

Europe (Germany, France, Belgium), Persian 
Gulf States (United Arab Emirates) 

European cou
and Arab cou
Emirates)

12- The reasons of selecting 
these markets 

Because they have taste for classical French and 
Italian furniture but they don’t afford the original 
one but they afford copies that are cheaper 

Europe;  because it is the best market for 
qualified products and big dealers of clothes are 
there

No data avail

13- The future target market No specific plan  I am going to U.S.A for an award for quality of 
our product, let see what is its impact on our 
operation

No data avail
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1-Number /Date 13 / 07.07.2002 14 / 08.07.2002 
2-Name S.S. Karchnejat Sanaye Felezi Klar Ind. 
3-Date of Establishment 1958 1980 
4-Number of employees 103 98
5-Interviewee Managing Director – Owner- Mechanical engineer graduated in Germany Managing Director - Owner 
6-Nature of Business Manufacturer of hexagonal wire netting, iron/barbed wire, electrode Producer of safety and leisure shoes 
7- Driving forces that 
influence the firm’s 
decision for involving in 
international market  

We have two groups of products, different types of wire (our old products, and 
electrode that is our new product. Almost 5 to 6 years ago we exported several cargos 
of our old products to Dubai. But we have to stop because our prices were not 
competitive. We have the same problem in local market. Our prices are not 
competitive in local market. Our prices are not competitive with them. Due to this 
problem we have a new production line, electrode that is technology intensive. We 
are very successful in this market, we managed to replace foreign competitors in local 
market and now we know that we can enter international market. In the beginning it 
was for prestige and receiving confirmation for the quality of our product. We have 
been successful in this field and now working on world market with confidence. 

For growth and development. Deve
shoes anymore, they have know-how
to developing countries. I am gradua
export has great influence in our suc

8- Method, policies, etc. 
used to start the operation 

The old products exported through an old friend, a classmate in Germany, who has 
business in Dubai. With respect to electrode, we have made agreement with two 
manufacturer of electrode, in Germany and in Middle East. We prefer to focus on 
production and quality of product and to leave other issues to our partners. 

We are cooperating with a German 
years they trust us and now it is mor
cooperating with them. 

9- Methods, policies, using 
at the present 

We are in close relation with these two factories who have been introduced to us by 
the company belong to my classmate in Dubai and doing our best to be qualified by 
German company in order to supply our product to world market with their brand.  

The German factory has several supp
don’t have any agreement; it is based
us by know-how and we do our bes
them, good quality, on time delivery

10- Plan for the future We have already made agreement with German producers and are focused to increase 
our quality. At the same time we have been very successful in local market and 
success in world market had added to our prestige in local market and increased our 
local sale. So we have a lot work to develop the quality and quantity of our product. 

Our problem now is price, due to fi
increase of production factors, the bu
we continue our relationships but ha

11- Countries they are 
operation or have operated 

We have exported to Dubai, but our target market is European countries, first 
Germany and Persian gulf States, and particularly Dubai. 

We deliver to German producer and
market

12- The reasons of 
selecting these markets 

We found good relationship in Dubai that provides the possibility of connecting with 
the German producer, of course the background of my education and life in Germany 
was very important in this process.

No data available  

13- The future target 
market

Our target markets are European countries No specific plan  
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1-Number /Date 15 / 11.07.2002  16 / 16.07.2002 
2-Name Manta Barij Essence
3-Date of Establishment 1977  1985
4-Number of employees 11??????  40
5-Interviewee Public Relation Manager Administration Manager
6-Nature of Business Producer of Pasta Producer of concentrated rose water and

extraction of medicines from plant essenc
7- Driving forces that 
influence the firm’s decision 
for involving in international 
market

Growth and development, profit, and acquaintance with new technology Entering international market is part of o
faced some barriers and problems. We ha
them. The first was obtaining pharmaceu
problem and now we have the problem 
because of the nature of products is limit
and flowers. 

8- Method, policies, etc. used 
to start the operation 

We started exporting to Central Asia States on 1998 that was very 
successful, but we missed our positions because of the quality of product. 
Despite of enjoying the latest production technology, due to raw material 
(problem in importing additives) we missed market. 

Several traders who were Iranian tried to
were not successful because they need ph
did not have in the beginning. So it stop

9- Methods, policies, using at 
the present 

We are still exporting to some countries particularly African countries and 
have very good local market but still planning for entering European 
market

After receiving pharmaceutical license, d
increase sharply in local as such that most
is not enough to meet market demand. S
cooperation of our local competitors that
their activities. 

10- Plan for the future Our problem is raw material (floor and additives), so if we can make a 
buy-back agreement with an European company then we can import our 
raw material. Otherwise it is very expensive and not profitable. Our main 
competitor has made buy-back agreement with the supplier of their 
machineries that is a large multinational company. We are negotiating with 
two companies; first an Italian company that is supplier of our machineries 
and a Canadian company to made a buy-back agreement. 

We have created a production network. 
are focused on production of type of plan
geographical place and type of plant is av
their production to us and we use them f
production of medicine. And have focuse
on rare and seasonal plant.  We expect th
production as such to have extra capacity

11- Countries they are 
operation or have operated 

Central Asia States, Eastern European countries, African Countries UK, France, Germany, Dubai, Kuwait, S

12- The reasons of selecting 
these markets 

They are good markets for our products, easy to communicate and 
transport

We did not choose them 

13- The future target market European countries No specific plan  



    Appendix 2.1- Summary McDougall & Oviatt Review Article 

Authors, Year Title / Key Issues Principal Findings & Recommen

Cooperative Alliances 

Coviello & Munro,  
1992

‘Internationalizing the entrepreneurial technology-
intensive firm: growth through linkage development 

Role of linkages in technology venture 
internationalization

Smaller technology-intensive entrepreneurial firms do not follow 
more common to larger firms. Linkage partners tended to play a d
internationalization, e.g. providing international marketing suppor

Hara & Kanai, 1994 Entrepreneurial networks across oceans to promote 
international strategic alliances for small business 

Technology strategic alliances

For small independent firms, creation of alliances across national 
that relies upon the building and nurturing of a series of entrepren
success is “networker of networks2 a key person or company who
network of local networks. Social events, such as international sym
or conventions are important mechanisms for identifying potentia

Howard, 1990 Can small business help countries compete? 

Small business networks & public entrepreneurship 

Argues importance of networks for small businesses, citing examp
and Silicon Valley. New rules for small business competition: for
customers, suppliers, and partners, maintain a creative tension bet
cooperation, and focus on continual innovation. Presents example
entrepreneurship”) that are helping small manufacturing companie

Shan, 1990 An empirical analysis of organizational strategies by 
entrepreneurial high technology firms 

Technology cooperative relationships

Firms are more likely to seek cooperative arrangements in comme
foreign. 

Tallman & Shenkar, 
1990

International cooperative venture strategies: outward 
investment and small firms from NICs 

Cooperative ventures for firms from NICs

Current models of international firm and cooperative ventures sho
application to small NIC firms. Small NIC firms have strategic co
the large MNCs typically studied. 

Economic Development Initiatives

Abetti & Wheeler, 1990 Planning and building the infrastructure for technological 
entrepreneurship
Technology-based regional economic development

Presents guidelines for developing, operating & marketing an infr
entrepreneurship.

Harper, 1991 Enterprise development in poorer nations Most initiatives by foreign agencies designed to encourage enterp
more problems than benefits. Argues for a minimalist approach, i



Enterprise development in poorer nations government and foreign involvement. Accessible credit at reas
the most effective programs. 

Kotabe & Czinkot, 1992 State government promotion of manufacturing exports: a 
gap analysis 
Assistance needs of export firms

Benefits of exporting mainly increased both at home and in fo
profitability, except in experienced exporters where profits als
assistance. Assistance most desired with logistic-related proble
and foreign market intelligence assistance. More export assista
exporters than is being provided. 

Levie, 1993 Can governments nurture young growing firms? 
Quantitative evidence from a three nation study 

New venture government support

Focused government subsidies are negatively associated with 

Levie, 1994 Can governments nurture growing young firms? 
Qualitative evidence from a three nation study 

Government nurturing policies toward young firms

Governmental selective nurturing policies (i.e., “picking winne
negative effects on early growth. Proposed that general nurturi
flow enhancement) does promote early growth as intended. 

Entrepreneur Characteristics & Motivations 

Baum, Olian, Erez, 
Schnell, Smith, Sims, 
Scully & Smith, 1993 

Nationally and work role interactions: a cultural contrast 
of Israeli and U.S. entrepreneurs’ versus manager’s need 
Comparative characteristics of entrepreneurs & managers

Entrepreneurs showed significantly higher needs for autonomy
differences with managers on needs for achievement and domi
higher needs for affiliation, autonomy, and dominance. U.S. sa
achievement. Interaction between country and role affects nee
Suggests cultural differences are important. 

Kolvereid, 1992 Growth aspirations among Norwegian entrepreneurs 
Growth aspirations of Norwegian entrepreneurs, 
international tangential to study

Firms with revenue and employment growth aspirations are sig
customers and have a higher percentage of sales exported than
aspirations. In comparing sample with data on British & New 
higher reluctance to grow on Norwegian entrepreneurs.  

Lerner & Hendeles, 
1993

New entrepreneurs and entrepreneurial aspirations among 
immigrants from the former USSR in Israel 
Distinctions between salaried & self-employed 
immigrants

Self-employment rate low compared to the general Israeli popu
entrepreneur higher than actual rate. Business and managerial 
the predictor of differences between those who want to be entr
salaried position. 

McGrath  & MacMillan, 
1992

More like each other than anyone else? A cross cultural 
study of entrepreneurial perceptions 

Entrepreneur perceptions about themselves

Suggests there is a basic set of beliefs entrepreneurs hold abou
their society that, from the perspective of the entrepreneur, dif
beliefs transcends cultures and these perceived differences ma
activity.  

McGrath, MacMillan 
&Scheinberg  1992 

Elitists, risk-takers, and rugged individualists? An 
exploratory analysis of cultural differences between 
entrepreneurs and non-entrepreneurs  
Cultural differences in beliefs & values of entrepreneurs 

Entrepreneurs found to have a characteristic value orientation 
dimensions- high power-distance, high individualism, low unc
masculinity. Results suggest entrepreneurs share a distinctive p
no matter what their base culture.  



& non-entrepreneurs 
Muzyka, Vries, & 
Ullmann, 1991 

Cross-cultural aspects of entrepreneurship: an European 
view
Cross-cultural motivations of entrepreneurs

Motivations and influences for becoming entrepreneur vary from 
Entrepreneurial management practice does not vary significantly. 
initiatives for fostering entrepreneurial activity need to be sensitiv
drivers. 

Ohe, Honjo, Oliva, & 
MacMillan, 1991 

Entrepreneurs in Japan and Silicon Valley: a study of 
perceived differences 
Differences in U.S. & Japanese entrepreneurs

U.S. high-tech and Japanese entrepreneurs both require a certain m
and corporate difference to become entrepreneurs. Because of the
environment in Japan, Japanese entrepreneurs require a strong per
than U.S. entrepreneurs. They also differ in background (occupati

Shane, Kolveried, & 
Westhead, 1991 

An exploratory examination of the reasons leading to new 
firm formation across country and gender 
Entrepreneur motivations for starting ventures

Only the desire for job freedom motivated venture initiators acros
boundaries. All other reasons were determined by an interaction o
Points out that results are disheartening for those who quest for a 
venture initiators start businesses. 

Yang, McGrath, 
MacMillan & Tsai, 
1991

Three faces of entrepreneurship: an exploration of values 
of entrepreneurs from mainland China, Taiwan, and U.S. 
Cross-cultural values of entrepreneurs

Taiwan & China share many values and exhibit similar entreprene
U.S. different. Argues that culture important to consider in future 
motivations and behavior and highlights need to utilize internation
universally applicable paradigm for entrepreneurship. 

Exporting and Other Market Entry 

Agarwal & 
Ramaswami, 1992 

Choice of foreign market entry mode: impact of 
ownership, location and internalization factors 
Foreign market entry modes

Size acts as constraint on firms entering international markets. Sm
multinational experience have higher propensity for no entry throu
mode in high potential markets. Results indicate the smaller, less 
firms to complement their resource needs in order to service a pot
market. 

Beamish, Craig, & 
McLellan, 1993 

The performance characteristics of Canadian versus U.K. 
exporters in small and medium sized firms 
Export performance

U.K. export performance related to use of direct sales distribution
long-term distributor relations and broad geographic market focus
performance related to superior product characteristics and divers

Bonaccorsi, 1992 On the relationship between firm size and export behavior 
of firms 
Influence of size on exporting

Export intensity is not positively related to firm size. Presents arg
widely accepted proposition that organization size is positively re

Bonaccorsi, 1993 What do we know about exporting by small Italian 
manufacturing firms? 

Literature review of Italian firm exporting

Small Italians exporters succeed despite their lack of control of m
absence of formalized international marketing programs. Product 
flexibility, and adaptation to individual customers are key success
international commitment to exporting, mainly through agents and
Informational sources are mainly personal sources. Government e
play a great role in their success. 

Czinkota, 1994 A national export assistance policy for new and growing 
businesses

Rational small firms successfully exporting into today’s market – 
crucial for niche marketing, clear lines of accountability make eas



Government export assistance policy
flexible decision-making framework, short response time, and 
effects. Identifies dimensions that should guide export assistan
tightness of focus, coordination of approaches, emphasis on str
factors, and boldness of vision.  

Dichtl, Koeglmayr, & 
Mueller, 1990 

International orientation as a precondition for export 
success
Export inclination

Develops measurement procedure for distinguishing between m
market-oriented and will be less likely to participate in export 
oriented colleagues. 

Erramilli & D’Souza, 
1993

Venturing into foreign markets: the case of the small 
service firm 
Foreign market entry choice

In higher level capital intensity industries, small firms are less 
to enter culturally distant markets and to choose FDI modes of
intensity there is no difference between small and large firms. 

Holzmuller & Kasper, 
1991

On a theory of export performance: personal and 
organizational determinants of export trade activities 
observed in SMEs 

Export performance

Export performance primarily determined by organization cha
organization culture, and only secondarily by individual psych
objective features of decision-makers’ characteristics. Compan
employees) had little effect. 

Jaffe & Pasternak, 1994 An attitudinal model to determine the export intention of 
non-exporting, small manufacturers,  
Intention to export

 Managerial perception of organizational readiness is a predict
Perception of firm differential advantage and risk of doing bus
export intention. 

Lim, Sharkey, & Kim, 
1991

An empirical test of an export adoption model  

Test of export adoption model

Empirical support for export adoption model. The four-stage e
from awareness to interest to adoption. 

Ramaseshan & Patton, 
1994

Factors influencing international channel choice of small 
business exporters 
Antecedents of channel choices of small business 
exporters

Small firms with higher exports (% total sales volume) ad stro
heritage ten to use independent channels (outside sales agents,
Small firms with high service requirement products tend to use
sales force, middlemen in a foreign country). The traditional “
selections are not followed by sample 

Seringhaus, 1993 Comparative marketing behavior of Canadian and 
Austrian high-tech exporters 
Comparative exporting marketing behavior

High-tech exporters in Canada and Austria differ in their outw
perceived importance of information sources and market resea

Walters & Samiee, 1990 A model for assessing performance in small U.S. 
exporting firms 
Export performance

Variables correlated with small firm export success vary accor
performance. In comparison to large firms, small firms exporte
less likely to have specialized exporting unit and to conduct ex
collection.

New Venture & IPOs 

Diomande, 1990 Business creation with minimal resources: some lessons 
from the African experience 
Starting  business in a resource-starved environment

Describes venture start-up process in West Africa and argues t
to try to export venture formation techniques from developed c



Keeley, Roure, Goto, & 
Yoshimura, 1990 

An international comparison of new ventures 
New venture performance criteria

Research supports the general view that performance is related to 
industry, & strategy, however specific influence varies between c

Matsuda, Vanderwerf, 
& Scarbrough, 1994 

A comparison of Japanese and U.S. firms completing 
initial public offering 
Comparative study of firm characteristics

Japanese firms were older, larger, and more often led by original f
investment strategies of Japanese firms focused on new product d
R&D spending, and investment in capital plant. U.S. firms left R&
and reported interest in exploiting existing markets and buying oth

McDougall, Shane, & 
Oviatt, 1994 

Explaining the formation of INV: the limits of theories 
from international business research 

International new venture

Formation process of international new ventures is not explained 
field of international business, specially-monopolistic advantage t
stage theory of internationalization, oligopolistic reaction theory, 

Oviatt & McDougall, 
1994

Toward a theory of INV 
Theory of international new venture (INV)

Four necessary and sufficient elements are needed foe existence o
new ventures-organizational formation through internalization of 
reliance on alternative governance structure to access resources, e
location advantages, and control over unique resources. 

Oviatt, McDougall, 
Simon, & Shrader, 1991 

A new venture without geographic limits: case history of 
a global start-up 
Formation of international new ventures (global start-ups)

Six forces drive the creation of global start-ups: best resources ma
yard, financing may be easier, economies of scale drive entrepren
rapid world-wide communications mean competitors react quickly
establishing world-wide standard, and domestic inertia is difficult
of internationalization are challenged.  

Oviatt, McDougall, 
Simon & Shader, 1994 International new venture formation

Case of INV presented in three parts. Venture headquartered in th
Holland, product’s first public exhibition in Canada, and early sal
Venture eventually failed. 

Ray, 1991 International opportunity identification in small Canadian 
exporting firms 
New venture international opportunity identification

Industry experience, previous business experience and internation
important factors in international opportunity identification.

Reynolds, Storey, & 
Westhead, 1994 

Regional characteristics affecting entrepreneurship: a 
cross-national comparison 
Processes affecting new firm births

Three processes -growth in demand, a population of business orga
firms, and a dense, urbanized context – were found to have an imp
countries. Other processes-related to unemployment, personal wea
or government actions- had weak or mixed effects.  

Tyebjee, 1990 The internationalization of high tech ventures 
Internationalization of new high technology ventures

Argues traditional export-based measures of international involve
today’s global business world and presents a modified measure. F
international involvement are different from those which make th
Management’s activities and adaptation of the product are stronge

VanderWerf, 1991 Tests of performance correlates in the high-speed circuit 
industry 
Cross-cultural new venture performance

Except for being startups, the higher-performance U.S. ventures m
Japanese ventures than they did other U.S. ventures. Higher-perfo
those with less management experience outside industry, indepen
employed aggressive strategies. 

Vesper, vesper, & Cho, International communication in a start-up At earlier stage, logistics discussed frequently and products and p



1994
Communication issues in an international start-up

compensation, received relatively little mention. Two years lat
mention of topics reversal. Correspondence revealed disagreem
personal strains between collaborators. Venture more market-f
Entrepreneurs wrestled with questions of ethics and did not co
personal cost. 

Transitioning Economies 

Abetti, O’Such, & 
Porowski, 1992 

Olanning and building the infrastructure for technological 
entrepreneurship: field studies in the U.S.A, France, and 
Mexico 

Transition of Central & Eastern Europe through 
technological entrepreneurship

Argues that technological entrepreneurship can succeed in Cen
countries and will greatly contribute to their economic renewa
to achieve this success and should be regarded as a profitable i
business development. 

Dyson, 1991 Micro capitalism: Eastern Europe’s computer future 

Computer entrepreneurs in Central Europe & Soviet 
Union

Describes entrepreneurial processes in Central Europe and Sov
computer entrepreneurs. Details history of Graphisoft, an inter
other new firms and joint ventures. Describes entry of several 
system of Moscow. 

Hoy, Pivoda, & 
Machrie, 19992 

A virus theory of organizational transformation 
Competing in Eastern Europe

Case shows how a tiny venture can absorb two larger state-ow
multi-national competitor. Demonstrates how new venture ow
grow their firms even if they lack adequate resources.  

Lyles, Carter, & Baird, 
1994

Partnering in establishing new ventures: the experience in 
Hungary 
Partnerships of small firms in a transitioning economy

U.S. partnerships did not seem to offer advantages to their Hun
indicate that they had greater access to financial or other resou
or that they were clear about their implementation process.  

Welfens, 1992 Foreign investment in the East European transition 
Privatization & FDI in Eastern Europe

Privatization-including new business ventures-are vital for Eas
outward orientation and sustaining capital inflows. FDI is criti
liberal investment policies are required.  

Venture Financing 

Choy, 1990 Sources of business financing and financing practices: a 
comparison among U.S. and Asian countries 
Comparison of venture financing in 3 East Asian 
countries & US

Compares similarities and differences in the sources of financi
government, venturecapital, etc.) in the U.S., China, Japan, an

Harrison & Mason, 
1991

Informal venture capital in the U.K. and the U.S.A: a 
comparison of investor characteristics, investment 
preferences and decision-making  
Cross-cultural characteristics & behavior of informal 

U.K. informal investors invest less, operate independently, hav
gain expectations, and are less satisfied overall with performan
U.S. investors. U.K. informal VC market appear to operate les
potential contribution to venture financing. 



investors
Hurry, Miller & 
Bowman, 1992 

Calls on high-technology: Japenese exploration of venture 
capital investment in the U.S.  
Comparison of Japanese & U.S. venture capital firms

VC industry in Japan described and compared to U.S. No signific
stated time horizons. Findings suggest that Japanese and U.S. VC
U.S. followed a project strategy and did not conclude venturing w
Strategic logic of Japanese investment an implicit call option on n
was further investment in product development, manufacturing an

Landstrom, 1993 Informal risk capital in Sweden and some international 
comparison  
Investment risk

Swedish investors were the most professional. Americans took the
most highly involved. 

Manigart, 1994 The founding rate of venture capital firms in three 
European countries (1979 to 1990) 
Venture capital firm founding dates

Major factor that influences the overall founding rate in each of th
density of the industry, i.e., number of organizations that already 

Manigart, Joos, & Vos, 
1992

The performance of publicly traded European venture 
capital companies 
Venture capital, risk & return

VC companies specializing in a specific investment had a higher r
companies had lower return than general companies. Systematic r
is higher than that of general companies. U.K. companies had a si
continental companies. 

Myzyka, Bygrave, 
Leleux, & Hay, 1993 

Entrepreneurs’ perception about realizing enterprise 
value: a Pan-European perspective 
Financing ventures

First preference was retained earnings, then borrowing from bank
VCs, then selling equity through IPOs, to VCs, financial institutio
wealthy individuals, in that order. Entrepreneurs disliked informa
especially family and friends. 

Muzyka, Birley, Lelux, 
Rossell, & Bendixen, 
1993

Financial structure and decisions of venture capital firms: 
a Pan-European perspective 
Venture capital investment criteria

Human factors are the most important. Several distinct of VCs can
investment criteria. There are no apparent differences in investme
VCs.

Muzyka & Hay, 1994 European management buy-out funds: opportunity 
selection criteria 

MBO investors’ assessment of opportunity

MBO investors are similar to VCs in terms of the factors utilized 
opportunities. MBO investors favor a leader who is an effective c
long-term consensus builder. Favor teams whereby change can be
quickly. 

Roure, Keeley, & 
Keller, 1992 

Venture capital strategies in Europe and the U.S. adapting 
to the 1990s 
Cross-cultural venture capital strategies

U.S. VCs emphasize technology. European emphasized buy-outs 
industrial products. In most cases VCs react to “local” developme



Appendix 2.2

The Areas and components of the EFW Index 

1. Size of Government: Expenditures, Taxes, and Enterprises 
A. General government consumption spending as a percentage of total consumption 
B. Transfers and subsidies as a percentage of GDP 
C. Government enterprises and investment as a percentage of GDP 
D. Top marginal tax rate (and income threshold to which it applies) 

2. Legal Structure and Security of property Rights 
A. Judicial independence: The judiciary is independent and not subject to interference by the 

government or parties in disputes (GCR) 
B. Impartial courts; A trusted legal framework exists for private businesses to challenge the legality 

of government actions or regulations (GCR) 
C. Protection of intellectual property (GCR) 
D. Military interference in the rule of law and the political process (IGRC) 
E. Integrity of the legal system (ICRG) 

3. Access to Sound Money 
A. Average annual growth of the money supply in the last five years minus average annual 

growth of real GDP in the last ten years 
B. Standard inflation variability in the last five years 
C. Recent inflation rate 
D. Freedom to own foreign currency bank accounts domestically and abroad 

4. Freedom to Exchange with Foreigners 
A. Taxes on international trade 

i. Revenue from taxes on international trade as a percentage of exports plus imports 
ii. Mean tariff rate 
iii. Standard deviation of tariff rates 

B. Regulatory trade barriers 
i. Hidden import barriers: No barriers other than published tariffs and quotas (GCR) 
ii. Costs of importing: The combined effect of import tariffs, license fees, bank fees, 

and the time required for administrative red-tape raises costs of importing equipment 
by (10= 10% or less; 0 = more than 50%) (GCR) 

C. Actual size of trade sector compared to expected size 
D. Differences between official exchange rate and black market rate 
E. International capital controls 

i. Access to citizens to foreign capital markets and foreign access to domestic capital 
market (GCR) 

ii. Restrictions on the freedom of citizens to engage in capital market exchange with 
foreigners – index of capital controls among 13 IMP categories  

5. Regulation of Credit, Labor, and Business 
A. Credit market Regulations 

i. Ownership of banks: Percentage of deposits held in privately owned banks 
ii. Competition: Domestic banks face competition from foreign banks (GCR) 
iii. Extension of credit: Percentage of credit extended to private sector 
iv. Avoidance of interest rate controls and regulations that lead to negative real interest 

rates



v. Interest rate controls: Interest rate controls on bank deposits and/or loans are freely 
determined by the market (GCR)  

B. Labor Market Regulations 
i. Impact of minimum wage: The minimum wage, set by law, has little impact on wages 

because it is too low or not obeyed 9GCR) 
ii. Hiring and firing practices: Hiring and firing practices of companies are determined by 

private contract (GCR) 
iii. Share of labor force whose wages are set by centralized collective bargaining (GCR) 
iv. Unemployment Benefits: The unemployment benefits system preserves the incentive 

to work 
v. Use of conscripts to obtain military personnel 

C. Business Regulations 
i. Price controls: Extent to which businesses are free to set their own prices 
ii. Administrative conditions and new businesses: Administrative procedures are an 

important obstacle to starting a new business (GCR) 
iii. Time with government bureaucracy: Senior management spends a substantial amount 

of time dealing with government bureaucracy (GCR) 
iv. Starting a new business; Starting a new business is generally easy (GCR) 
v. Irregular payments: Irregular, additional payments connected with import and export 

permits, business licenses, exchange controls, tax assessments, police protection, or loan 
applications are very rare (GCR) 

Note: GCR = global Competitiveness Report; ICRG = International Country Risk 
Guide

Source: Economic Freedom of the World: 2002 Annual Report, p.8-9 



Attachment 4.1 - Interview Guide 

A. General information about the firm 

Position in the firm 
Owner, inherited, founded,…… 
Date of establishment 
Type of product 
No. of employees 
Board members / decision makers 

B. Information about the international activities of the firm, when, how, and where 
started

What were your primary motivations to enter the international market? 
What did you think about internationalization in the beginning? 
How was your position in the domestic market when you started your international activities?  
How did you start?  
Who did support you during these operations? Information, financial & etc. wise 

C. The main motivations of the entrepreneur in international activities 

Profit?
Growth? 
Competition in domestic market? 
Others (please specify) 
Has your motivation changed since you started your international activities? 

D. Entrepreneurs’ perception of international market opportunities

How are you informed about market opportunities? 
Are the sources of information about market opportunities inside or outside of the firm? 
How do you react when you are informed? 
How do you grasp the market opportunities? How do you act when you are informed? 
Where do you think opportunities exist for Iranian companies? In what areas do you think do 
opportunities exist? 
Do you think experience is important? 
How do you check the trustworthiness of the information? 
How do you ensure the legitimacy of the information? 

E. Entrepreneurs’ attitude towards international activities 

How do you define it?  
Do you have any license or technical cooperation agreement? Do you consider it as an 
international activity?  
What about exporting? What do you think about international market? 



Does international market have a priority over domestic market for you? 

F. The present behavior of the entrepreneur in international market 

What is your program in realizing the opportunities? 
Are you focused on product development? Innovation? Diversification? Modification? Or, 
Are you focused on marketing operation?  

o Modification of customers’ orders 
o Price modification 
o Distribution policy 

Are you sub-supplier of any producer? Network relationships? 
How does your experience affect your decision-making? 
Do you think your education influence your decision? How? 
How do you make decision about the target market? 
What factors do influence your decisions? 

G. Entrepreneur’s characteristics 

Education 
Experience

H. Firm’s Characteristics & motivations 

How does your perception of the following variables affect the internationalization process? 
Experiential knowledge 
Favorable attitude towards exporting 
Spare resources 
Qualified product 
Goal of the firm 
Product line 
History of the firm 
Fortuitous orders from foreign customers 
Competition
Market opportunities 
Economic integration 
Firm demographic characteristics 
Type of management, process of decision making 
Marketing variables 
Production variables 
R&D variables  
Level of competition in the market 
Competitors (domestic/international) 

I.  Domestic Environment 

What is your perception of the following factors/variables? 
Trade policy,
Fiscal burden of government 



Government intervention in the economy 
Monetary policy 
Capital flows and foreign investment 
Banking and finance 
Wages
Prices
Property rights 
Regulations,
Black market.  

Size of the government: expenditure, taxes, and enterprises 
Legal structure and security of property rights 

o Judicial independence 
o Impartial courts: a trusted legal framework exists for private businesses to challenge the 

legality of government actions or regulation 
o Protection of intellectual property 
o Military interference in rule of law and the political process 
o Integrity of the legal system 

Access to sound money 
o Inflation 
o Freedom to own foreign currency bank accounts domestically and abroad 

Freedom of exchange with foreigners 
o Taxes on international trade 
o Regulatory trade barriers 
o Actual size of trade sector compared to expected size 
o Difference between official exchange rate and black market rate 
o Access to foreign capital markets and foreign access to domestic capital market 

Regulation of credit, labor and business  
o Credit market regulation 

Access to credit from private banks 
Interest rate of bank deposits and loans 

o Labor market regulations 
Impact of minimum wage 
Hiring and firing practices 
Unemployment benefits 

o Business regulations 
Price controls 
Administrative conditions and new businesses 
Time spending to deal with government bureaucracy 
Starting new business is easy 
Irregular, additional payments connected with import and export permits, 
business licenses, exchange controls, tax assessments, police protection, or loan 
applications  

J. State of industry in the market – competition / freedom of entry 

Who are your competitors in domestic market? 
How do you identify your competitors? 
How do you get information about your competitors?  
Do you classify your competitors? 
How do you offer the best possibilities to your customers? 



How do you define your competitive policy? 
Is the entry into the market free? 
How are the general conditions of competition in the market? 



Appendix 4-2- Questionnaire 

A. Introduction - General Questions

1. What is your position in the company?

………………………………………………………….

2. Do you know when the firm was founded? 

………………………………………………………….

3. Have you started, inherited or bought the business or are employed? 

………………………………………………………………………………………………

4. What is (are) the main product(s) of the firm?

………………………………………………………………………………………………

………………………………………………………………………………………………

5. Approximately how many employees does the firm have today?  ………………. 

6. How many persons are on the board?  …………… persons 

7. Are there any other persons on the board in addition to owners and owner

families? If yes, how many?      No Yes, ……. Persons 

8. Does the firm have a management team or equivalent? (not board) 

Approximately how many persons influence the decision-making process? 

No Yes, …….. persons

9. Do you primarily sell your products to other firms or consumers?

Almost exclusively consumers Mixed Almost exclusively other firm

10. Do you remember when you have started your international operations?

 Yes, 13……    No 



B. International Activities & Motives 

1. What was your primary motivation for entering the international market?

………………………………………………………………………………………………

2. What did you think about international activities in the beginning? 

Very strongly somewhat      neutral     somewhat very strongly

 negative 1 negative 2          3                  positive 4               positive 5

3. How was your position in the domestic market?

Very unsatisfactory 1     2          3             4       5 very satisfactory 

4. What type of your international activities are you engaged in? 

Indirect Exporting  Direct Exporting          License Agreement

Technical Agreements Management Contract Alliance

Turnkey Contract  Franchising   Subcontracting 

Joint Venture  Sole Venture/Acquisition  Production Networking

Others What? ……………………………………………………………………. 

In which countries ………………………………………………………………………………. 

5. Approximately how many percent of your sales volume is exported? 

Less then 5% 5-25% 25-50% 50-75% 75-95%       over 95% 

6. Approximately how many percent of your turnover is acquired from your 

international activities? 

Less then 5% 5-25% 25-50% 50-75% 75-95%       over 95% 



7. Are you satisfied with the firm’s export development over the last three years? 

Very unsatisfactory 1    2          3             4       5 very satisfactory 

C. Motivations

1. What is (are) your main motivation(s) in each international activity? 

Perceiving Domestic Last
Opportunities   Profit  Growth     Competition   Resort  Other

Indirect Exporting

Direct Exporting 

License Agreement

Technical Agreement

Management Contract 

Alliance

Turnkey contract 

Franchising

Subcontracting

Joint Venture

Sole Venture/Acquisition

Production Networking 

Others

D. Entrepreneurs’ perception of international opportunities and social networks

1. Do you think any opportunity exist for your company in international market? 

Strongly No  1  2  3  4  5   Strongly Yes 



2. In which countries, do you think opportunities exist for your company?

……………………………………………………………………………………….

3.  If there are good opportunities abroad, do you get informed in some ways?

Strongly No  1  2  3  4  5 Strongly Yes 

4. If there are good opportunities abroad, do you think one of your family members 

or friends would like to inform you? 

Strongly No  1  2  3  4  5 Strongly Yes 

5. If there are good opportunities abroad, do you think one of your colleagues,

customers, or suppliers would like to inform you? 

Strongly No  1  2  3  4   5 Strongly Yes 

6. If you get informed from the opportunities in other countries, do you react? 

Strongly No 1 2  3  4 5 Strongly Yes 

7.  Do you think experience is important in grasping the opportunities? 

Strongly No  1  2  3  4  5 Strongly Yes 

8. Do you check the trustworthiness of the information received about the

opportunities?

Never 1  2  3  4    5 Always



9. Do you check the legitimacy of the information received about the opportunities?

Never 1  2  3  4   5 Always

10. Do your relatives or friends support your activities in international market 

through providing financial resources? 

Never 1  2  3  4    5 Always

E. Entrepreneurs’ attitude towards international opportunities 

1. What do you think about international activities? 

Not very important 1  2        3  4       5 very important 

2. Is the knowledge of international opportunities important for you? 

not very important 1  2        3              4       5 very important 

3. When you get informed from an opportunity abroad, what do you do?

………………………………………………………………………………………………

………………………………………………………………………………………………

………………………………………………………………………………………………

………………………………………………………………………………………………

4. Are you risk-taking towards international activities?

Completely not 1  2        3  4       5 completely yes 

5. Are you intentional in realizing the opportunities?

Completely unwillingness 1  2     3        4         5 completely willingness



6. How could you describe your action when you get informed from the

international opportunities? 

Not very active 1     active 2 proactive 3   aggressive 4      5 very aggressive 

F. Entrepreneurs’ Behavior towards international opportunities 

1. Do you follow any specific program in realizing the opportunities in other 

countries? Yes                      No

2. Do your experiences affect your decisions about opportunities in international

market?

Not very much 1 2 3 4 5 very much

3. Does your education affect your decisions about opportunities in international

market?

Not very much 1  2  3  4  5 very much

4. Regarding your product(s), are you focused on: 

Product development   Innovation  Diversification 

Modification   Others 

5. Regarding marketing operations, are you focused on: 

Modification on customers’ orders   Price modification

Distribution policy others

6. Are you a sub-supplier of any producer? Yes                          No 

7. Do you have strategic alliance with any foreign company?  Yes                     No 



8. If you already are active in the international market, do you remember how you 

get informed about the opportunities? 

1.……………………………………………………………………………………………

2……………………………………………………………………………………………

3……………………………………………………………………………………………

4……………………………………………………………………………………………

5……………………………………………………………………………………………

8. Do you select target market on the basis of market research?

Completely false 1  2      3     4        5 completely true 

9. Do you select target market on the basis of information received from relatives

or friends? 

Completely false 1  2           3 4 5 completely true 

10. Which one(s) of the following factors prohibit your decision about extending 

your activities to new markets? 

geographical distance differences in language        political system

cultural differences      level of education   size of the market

tariffs         non-tariff barriers   transport cost 

etc. ………………………………………………………………………………………… 

G. Entrepreneurs’ characteristics and entry mode 

1. What is your educational background? 

……………………………………………………………………………..

2. What is your professional background? 

……………………………………………………………………………..



3. Do your technical skills affect the mode of entering international market? 

Completely false 1       2     3 4  5 completely true 

4. Do your business management skills affect the mode of entering international

market?

Completely false 1        2     3 4 5 completely true 

5. Do you prefer to look for new geographical market in your international

activities?

Completely false 1        2     3  4  5 completely true 

6. Are you usually looking for new customers in your international activities? 

Completely false 1        2     3  4  5 completely true 

7. In order to be competitive, do you supply new products in international market? 

Completely false 1       2     3  4  5 completely true 

8. In order to be competitive, do you launch new marketing practice (such as 

modified prices, advertising campaign etc.) in international market? 

Completely false 1        2     3 4 5 completely true 

9. Are you developing new product to launch in international market?

Completely false 1        2     3  4  5 completely true 



10. Does your education affect the selection of target market?     Yes                 No

11. Does your experience affect the selection of target market?  Yes No

H. The firms’ characteristics & motivations 

1. Does the firm’s experience in international market affect your decisions about the 

entry mode and market selection? 

Completely no 1  2        3              4  5 completely yes 

2. Do your employees support the firms’ activities in international market?

Completely no 1  2        3              4  5 completely yes 

3. Does the firm have access to enough resources for its international activities?

Completely no 1  2        3              4  5 completely yes 

4. Are all of your products qualified for international market?

none of them 1  2        3              4  5 all of them 

5. Which ones of the products are qualified for international market?

…………………………………………………………………………………………

…………………………………………………………………………………………

…………………………………………………………………………………………

6. What is the competitive advantage of this product(s) in the world market?

…………………………………………………………………………………………

…………………………………………………………………………………………



7. Are the firms’ operations in the world market adapted with its objectives? 

Completely no 1  2        3              4  5 completely yes 

8. Have you ever received fortuitous orders (by accident or chance) from foreign 

customers?

Not at all 1  2        3  4  5 very regularly 

9. Do the firm’s goals influence your decision in entering international operations? 

Completely false 1        2     3  4  5 completely true 

12. What are the characteristics of the board’s members (education / experience)? 

……………………………………………………….

……………………………………………………….

……………………………………………………….

13. What is the process of decision-making in your firm? 

………………………………………………………………………………………………

………………………………………………………………………………………………

14. From your view, what are the main competencies of the firm in the world

market?

………………………………………………………. ……………………………… 

………………………………………………………. ……………………………… 

………………………………………………………. ……………………………… 

15. From your view, what is the core competency of the firm? 

………………………………………………………………………………………………

………………………………………………………………………………………………



I. Domestic Environment

Findings of the previous studies show that the following factors in domestic market

influence the international activities of the firms, what do you think?

1. Trade policy 

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 

2. Fiscal burden of the government 

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 

3. Government intervention in the economy 

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 

4. Monetary policy

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 

5. Capital flows and foreign investment 

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 

6. Banking and finance system 

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 



7. Level of wages

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 

8. Legal structure and security of property rights

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 

9. Trade regulations

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 

10. Black market

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 

11. Size of the government (expenditure, taxes, and enterprises) 

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 

12. Rate of inflation

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 

13. Freedom to own foreign currency 

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 

14. Taxes on international trade 

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 



15. Regulatory trade barriers

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 

16. Access to foreign capital markets

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 

17. Access to credit from private banks

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 

18. Interest rate of bank deposits and loans 

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 

19. Minimum wages

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 

20. Hiring and firing practice 

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 

21. Price controls 

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 



22. Administrative conditions and new business 

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 

23. Time spending to deal with government bureaucracy 

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 

24. Starting new business is easy 

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 

25. Irregular, additional payments connected with various permits, business 

licenses, exchange controls, tax assessments, or loan controls 

Completely somewhat     neither false somewhat completely

false 1 false 2     nor true 3 true 4              true 5 

J.  State of industry in the market – competition & free entry

1. Do you know all of your competitors in the domestic market? 

Completely no 1  2        3              4  5 completely yes 

2. Do you know all of your competitors in the world market? 

Completely no 1  2        3              4 5 completely yes 

3. Is it important to have information about competitors? 

Not important 2  2  3  4         5 Very important



4. How do you get access to information about your competitors? 

…………………………………………………………………………………………….

…………………………………………………………………………………………….

5. Do you follow any competitive policy?           Yes                           No 

6. How important is your competitive policy in your performance?

Not very important 1  2  3        4 5 very important

7. Is the entry into the domestic market free?

Completely restricted 1  2  3           4 5 completely free 

8. How the general conditions of competition are in the market? 

Not very intensive 1  2  3          4  5 very intensive 




