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ingly towards foreign markets, they have showed their potential for the business growth 
and their role for the nations wellbeing has been noted as significant.  
       Since the previous internationalization studies have concentrated on researching 
multinational enterprises, this study concentrates to explore international performance of 
Finnish SMEs by utilizing the international performance model written by Amal & Filho 
(2009). Data for the research was gathered by interviewing three Finnish information 
technology SMEs that have lately managed to broaden their business towards interna-
tional markets. By conducting a qualitative research, the aim was to explore and deepen 
understanding how entrepreneurial resources, international market selection, network-
ing, entry models and possible market barriers have an influence on international per-
formance of SMEs.  
       Results showed that internationalization of Finnish SMEs is not sequential, and the 
potential markets are not chosen according to which countries are physically or cultural-
ly close to domestic markets. First target markets are mostly chosen because of the stra-
tegic reasons. Easiness to access, market size and the market growth were identified as 
key factors when selecting markets. Results also indicated that the role of manage-
ment/entrepreneur of the company is the most significant determinant for the interna-
tional performance of SMEs. The role of the management is to provide the needed re-
sources, establish international relations and prove their own willingness to take the or-
ganization towards international markets.   
        In addition, internationalization can be considered as a prerequisite when the goal 
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bilities for the SMEs in IT-industry as international markets do. 
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1 INTRODUCTION 

1.1 Background of the study 

Internationalization has become more vital subject since globalization and 
technological development force and tempt more than decades ago both big 
and small companies towards integrated global markets (Johanson & Vahlne, 
2003). Especially when it comes to Small and Medium-sized Enterprises (SMEs), 
their interest towards international market expansion has increased 
significantly and their role for the nations development and wellbeing has been 
recognized as crucial (Euroopan unioni, 2015, 3-5; Coviello & Munro, 1995; 
Oviatt & McDougall, 1995).  
 Researches about internationalization reveal the possible challenges, risks 
and opportunities regarding to SMEs’ possibilities to expand internationally 
(Ruzzier, Hisrich & Antoncic, 2006; Oviatt & McDougall, 2005). Some of the 
traditional international theories suggest internationalization of SMEs as a 
sequential process where companies follow their partners by internationalizing 
to the nearby markets (Johanson & Vahlne 2003; Johanson & Vahlne, 1977; 
Johanson & Wiedersheim- Paul, 1975). On the contrary, present international 
theories challenge this more traditional view by suggesting SMEs’ 
internationalization process more as strategic. This illustrate, that SMEs are no 
longer willing to expand their business operations along to their partners to the 
nearby markets, but more often choose markets which offer the best profits and 
value. (Ojala, 2009; Ojala & Tyrväinen, 2007.)  
 Then again, some theories present internationalization of SMEs as a 
process that is highly depended on the internal resources enabled by the 
company management (Ramsey, Barakat, Mitchell, Ganey & Voloshin, 2016; 
Amal & Filho, 2009; Moen, Gavlen and Endresen, 2004). McDougall and Oviatt 
(2000, 903) confirm this by pointing how international entrepreneurship can be 
considered as “a combination of innovative, proactive, and risk- seeking 
behavior that support company to cross national borders”. Especially when 
entering international markets for the first time, entrepreneur’s ability to create 
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and utilize external networks such as joint ventures, strategic alliances as well 
as strategic networks can be perceived as determinant for the SME’s 
international performance (Che Senik, Scott- Ladd, Entrekin & Adham, 2011; 
Ojala, 2009; Håkansson & Ford, 2002).  
 Entrepreneurial orientation and resource development do not only 
influence on company willingness to involve in international operations but 
also to the whole performance of a SME (Ngoma, Ernest, Nangoli, Christopher, 
2017). Oviatt and McDougall (1993; 2005) add their suggestion about SMEs’ 
ability to compete and survive among MNEs because of their proactive entry 
model strategies. Hereby, theory called International New Ventures present 
SMEs as organizations who despite their young age manage in a short time 
enter foreign markets by utilizing all the possible resources they can achieve 
(Oviatt & McDougall, 2005).  
 Nevertheless, SMEs have rapidly increased their participation in 
international operations, yet it is not possible for the SMEs to enter foreign 
markets without facing similar problems and challenges that Multinational 
Enterprises (MNEs) have been facing (Zarei, Nasseri & Tajeddin, 2011). 
Business in foreign markets can be perceived more complicated than business 
in domestic market since several market factors such as political environment, 
legal systems, economic development and customer perceptions vary 
significantly between the markets (Hill, 2003, 38). In addition, physical distance 
and cultural differences challenge especially SMEs by forcing them to research 
and determine the possible risks and barriers that the global competition 
involve (Ruzzier, et al., 2006).  Hence, Awuah, Osarenkhoe and Gebrekidan 
(2011) suggest why determinants behind the international performance of SMEs 
require more precise examination to understand how independent factors such 
as market selection, form of entry and level of commitment influence on 
internationalization of SMEs. 
 Since SMEs are no longer passive players in the global markets, and the 
previous researches has concentrated more on examining the 
internationalization processes of MNEs, there is a need for studying more 
precisely internationalization operations that are required from the SMEs to 
enter, survive and grow internationally (Zarei et al., 2011; Autio, 2005; Shaw & 
Darroch, 2004; Gankema, Snuif & Zwart, 2000). Hereby, the purpose of this 
study is to explore how entrepreneurial resources, network relationships and 
international strategies influence on SMEs international performance. By 
interviewing three case companies from Business to Business (B2B) field, this 
study aims to deepen understanding about the internationalization of SMEs 
and offers information that support other SMEs in their internationalization 
operations. The perspective of this study has limited to concentrate on 
exploring internationalization of Finnish SMEs operating in IT- industry.  
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1.2 Purpose of the study 

The purpose of this study is to examine entrepreneurial resources, network re-
lationships, international strategies and possible market barriers that have an 
influence on performance of Finnish SMEs when expanding business in interna-
tional B2B- markets. To explore determinants that can be considered as crucial 
for the SMEs’ international performance, the study has been conducted as a 
qualitative research by interviewing three SMEs from Finland that have started 
their internationalization operations lately. Also, since the rapid development 
of digitalization has increased demand for information technology solutions, 
the perspective for this study has limited to concentrate on exploring SMEs 
working among IT- solutions. By researching the chosen case companies, the 
purpose is to deepen understanding about the determinants that have an influ-
ence on international performance of SMEs. Additionally, this study aims to 
offer information that encourages also other Finnish SMEs to reach for business 
growth over the domestic markets. 
 
To reach the purpose of this study, two main research questions and four sub-
questions are defined:  

 
1. Which determinants support international performance of SMEs? 
 

• What are the most crucial entrepreneurial capabilities and resources for the 
international performance of SMEs? 

• Which international market selection factors are considered as crucial for the 
international performance of SMEs? 

• What is the meaning of networks for SMEs’ internationalization?  

• What kind of entry models support SMEs to enter and grow in foreign mar-
kets? 

 
2. What are the main barriers to the SMEs’ internationalization? 

1.3 Concepts of the study 

Internationalization 
 
Internationalization of a company can be perceived as a comprehensive process 
where company involves its resources in international operations to expand 
business towards foreign markets. Hereby, internationalization can be consid-
ered as a part of expansion strategy, where the company aim is to achieve 
planned market share by widening business operations into foreign markets, 
for example with the help of connections and networks. (Schweizer, Vahlne & 



10 
 
Johanson, 2010; Vahvaselkä, 2009, 17.) Calof and Beamish (1995) continue defi-
nition by presenting internationalization as a process, where organizations 
adopt even their behavioral aspects into foreign environment in addition of 
strategies, structures and resources. As a conclusion, internationalization can be 
defined as below:  
 

“Internationalization of a firm can be considered as a process of increasing 
involvement in international operations where the firm transfer products, 
services and resources across countries when expanding its trade outside 
the domestic markets and thus required to select which countries to oper-
ate and the mode of operation.”  
 
(Luostarinen & Welch 1990, 360; Welch & Luostarinen, 1988, 156) 

 
Small or medium-sized enterprise 
 
Small or medium-sized enterprises (or SMEs) are defined as organizations who 
employ less than 250 workers, have annual revenue maximum 50 million euros 
and have the balance sheet mostly 43 million euros. The definition of SMEs has 
been conducted by the EU Commission as a practical tool since its purpose is to 
protect and ease regulation and market barriers for the SMEs. For example, 
when applying certain funds from the EU, company is obligated to fulfill the 
requirements and determined definition. (Euroopan unioni, 2015, 3-5.)  
  
Physical distance 
 
Physical distance can be considered as differences between home and foreign 
market environment in culture, language, politics and education. When consid-
ering the physical distance in internationalization operations, company evalu-
ates whether the differences in potential target market are greater than expecta-
tions and whether these differences may disturb information flow and business 
operations. (Puthusserry, Child & Rodrigues, 2013; Vahlne & Wiedersheim- 
Paul, 1975.) 

1.4 Structure of the study  

This research paper consists of five phases. In this first chapter the most im-
portant concepts regarding to the study are explained and short introduction to 
information technology as an industry presented. After the first chapter the 
main internationalization theories about internationalization of SMEs are pre-
sented. In section three the used methodology of this study and the case com-
panies are introduced. In chapter four the results of this study are analyzed. 
Lastly in chapter five there is a conclusion part where the theoretical and practi-
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cal conclusions as well as managerial implications are discussed. The structure 
of this study is showed in figure 1.  
 
 
 
 
 
 
 
 
 
 
 
 
        
 
 
 
 
 
 
 
 
FIGURE 1 Structure of the study 

1.5 IT- industry in Finland 

Information (communications) technology or ICT/IT- industry concerns solu-
tions such as data center systems, enterprise software, devices as well as IT- and 
communication services. As table 1 indicates, globally ICT-field has a strong 
prediction in growth. Enterprises are investing increasingly in different infor-
mation technology solutions because of the overall digitalization and digital 
transformation that occurs in organizations. This indicate that the usage of 
cloud and Software as a Services (SaaS) solutions are continuously growing and 
there is an increasing need for ICT/IT-services worldwide. (Garfinkel, 2018.)  
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TABLE 1 Worldwide IT Spending forecast / Billions of U.S. Dollars (Garfinkel, J. 2018, 
Gartner) 

When it comes to Finnish markets, ICT/IT-industry can be considered as 
one of the most successful fields in Finland. In year 2018 the total net revenue of 
all IT-enterprises was around 13 billion euros, which mean that in ten years IT-
sector has almost doubled its revenue. This indicate 6% increase in ICT-sector 
from the year 2017 and indicate, that also in Finland digitalization speeds up 
the growing need for IT-solutions. The demand for IT-services can be also no-
ticed from the research made in 2018, where the statistics show (figure 2) that 
the orders from the year 2017 have increased in 20%. (Kolehmainen, 2019; Palo-
kangas & Rautaporras, 2019; Rajala, 2019.)   

 
FIGURE 2 ICT-sector booking development from the year 2008 till the year 2018 (Palokan-
gas & Rautaporras, 2019) 
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2 THEORIES OF INTERNATIONALIZATION 

2.1 Internationalization of SMEs 

Beginning from the middle of the twentieth century, globalization has encoura-
ged increasingly small- and medium-sized enterprises towards internationaliza-
tion by increasing the importance of understanding internationalization proces-
ses of SMEs. Reasons and operations behind successful internationalization of 
SMEs have been tried to explore in the light of already existing models. Still 
despite various attempts to define internationalization processes, expansion 
over domestic markets seems to turn out as a challenge especially for the SMEs. 
To understand how SMEs execute successful international market entries, in-
formation about the factors behind internationalization operations are needed. 
(Olejnik & Swoboda, 2012; Amal & Filho, 2009.)  
 Amal and Filho (2009) suggest internationalization of SMEs to occur in 
most cases via existing relationship networks. Also, Che Senik, et al. (2011) 
underline the significance of relationships and networks both internal and 
external for the internationalization of SMEs. Networking with larger operators 
or especially public institutions in foreign country may assist smaller 
organizations to succeed in international processes. In addition, alliances and 
cooperation help companies to gather vital knowledge by learning about 
markets and competitors. This knowledge not only reveal possible 
opportunities but also guide companies to formulate strategies according to 
country demand and local business environment when considering expansion 
in a certain country. (Amal & Filho, 2009; Andersen & Buvik, 2002; Etemad, 
Wright & Dana, 2001.) 
 In addition of existing networks, Amal and Filho (2009) emphasize 
entrepreneurial attitude as a vital part of internationalization of SMEs. 
Entrepreneurial attitude refers to entrepreneurs proactive, innovative and risk- 
taking stance to discover and gather market knowledge by transforming this 
knowledge into market opportunities, commitment and finally value for the 
organization. Also, Ngoma, et al. (2017) point out that entrepreneurial 
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orientation does not only influence on SMEs’ willingness to involve in 
internationalization processes but also the whole performance in a foreign 
market. With the support of entrepreneurial orientation and company’s 
proactive, innovative and risk- seeking attitude, SMEs facilitate their 
internationalization processes. As shown in figure 3, Amal and Filho (2009) 
present entrepreneurial attitude and networking as factors that support SME’s 
in internationalization strategy formation and finally determine the company 
performance in foreign markets.   
 
 
 

 
 
 
 
 
 

 

 
 

 
FIGURE 3 Analytical framework: International entrepreneurship approach and 
relationship network model (Amal & Filho, 2009, 612) 

2.2 Entrepreneurial resources 

Several international studies aim to discover reasons and models that support 
companies towards internationalization (Johanson & Vahlne, 2003; Oviatt & 
McDougall, 1994). Nevertheless, these models do not consider the possible en-
trepreneurial capabilities and internal resources that small or new companies 
claim when considering expansion towards foreign markets. Since the amount 
of available resources can be perceived as determinant factor to grow interna-
tionally, international model called Resource- based view (or RBV) has become 
an influential part of international business theories. (Peng, 2001; Westhead, 
Wright & Ucbasaran, 2001.)  
 Resource- based view concentrates on examining the meaning of entre-
preneurs’ aspirations and ability to offer and ensure resources that SMEs re-
quire when expanding business internationally (Westhead et al., 2001). Since 
the amount of tangible and intangible resources determine how well small 
companies will succeed, the meaning of entrepreneurs is crucial. By gathering 
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inimitable and valuable resources companies ensure advantage against compet-
itors and enhance their possibilities to succeed in global markets. (Bloodgood, 
Sapienza, Almeida, 1996; Barney, 1991.) Here the link between resource-based 
view and internationalization can be understood by defining different ways 
that entrepreneurs or management in an organization can support its company 
to internationalize by offering general human capital, management know-how, 
industry- specific know-how as well as financial resources. Manageri-
al/entrepreneurial resources are showed in figure 4. 
 General human capital refers to the resources including skills, experience, 
know-how as well as intangible and tangible resources enabled by the 
entrepreneur. In the late 1980’s Miesenbock (1988) presented and in the 1990’s 
Storey (1994) continued by stating how the entrepreneur itself is the key-
variable to push his/her company towards internationalization. Also, later in 
the 20th century McDougall and Oviatt (2000, 903) confirmed previous theories 
by picturing the meaning of entrepreneur’s attitude as a resource that push 
organizations to internationalize:   
 
 “International entrepreneurship is a combination of innovative, proactive, 
 and risk- seeking behavior that crosses national borders and is intended to 
 create value in organizations.”  
 
 In addition to attitudinal orientation towards internationalization, general 
human capital refers to entrepreneur’s own capabilities concerning education, 
skills and previous experience in international operations. Together risk-
seeking orientation and entrepreneurs own capabilities can be considered to 
support personnel development and international performance of a company. 
(Cooper, Gimeno- Gascon & Woo, 1994.) 
 Management know-how refers to entrepreneur’s ability to name suitable 
partners and create networks with right people including advisors and inves-
tors. Within the managerial skills leaders can acquire extra or needed resources 
and present or implement competitive strategies for the expansion. (Carter, Wil-
liams & Reynolds, 1997.) Cooper et al. (1994) continue theory by adding the as-
pect of management experience and previous working experience which to-
gether help company owners to identify and create beneficial networks with 
suitable suppliers and customers. Entrepreneurial skills and resources, 
knowledge concerning target markets and the number of partners and net-
works influence on possible market selection and expansion strategies depend-
ing on the previous experience in international operations. Knowledge about 
the markets, products and services offer ultimate advantage when selecting the 
most potential markets to enter. Partners and networks share knowledge and 
expertise by reducing the liability of newness. (Cooper, Folta, Woo, 1995; 
Cooper et al., 1994.) 
 Industry-specific know-how consider knowledge and resources that can 
be gathered by experiencing and concentrating business operations in certain 
markets. Industry-specific know-how offer company advantage over competi-
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tors when operating in certain markets together local networks and specific cus-
tomers. This “learned” knowhow from working in certain markets or industry 
can be utilized also when for example widening business operations towards 
new markets. (Westhead et al., 2001.)  
 Ability to acquire financial capital refer to entrepreneur’s ability to offer 
and overcome problems relating to financial resources. (Cooper et al., 1994.) 
Since there is usually a lack of funds and financial capital at the beginning of 
internationalization, entrepreneur’s ability to acquire and direct capital in a 
company aim managerial skills and experience as a decision- maker. Depending 
on the decision- maker and their skills, financial capital can be directed either to 
current market operations or it can be used to enter new markets. (Westhead et 
al., 2001.)  
                 
 
 
 
 
 
 
 
 
 
 
          
              
              
 
FIGURE 4 International entrepreneurship - resources and capabilities 

2.3 International market selection 

Entrepreneurial capabilities and resources do not seem to suffice when consid-
ering company ability to enter and succeed in foreign markets. Market factors 
such as foreign market attractiveness measured in potential market growth ap-
pears to be one remarkable determinant when measuring commitment to ex-
pand in a foreign country. (Brouthers, 2002.) Also, lack of knowledge about the 
competitors, potential customers as well as market development create barriers 
or may even prevent possible internationalization operations. By conducting 
comprehensive analyses about the markets and by creating networks with mar-
ket operators, companies gather vital information about foreign markets and 
support internal evaluation processes concerning expansion strategies. (Äijö, 
2008, 60, 100.)   
 International market selection (or IMS) can be considered as one of the 
most crucial decisions company makes before entering international markets 
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(Papadopoulos, Chen & Thomas, 2002). Today, organizations are not only 
forced to follow but also understand international competition in the markets. 
Globalization together technological development increase international trade 
and grow standard of living and affluence as well as customer perceptions 
across the world by changing rapidly environment that companies are working 
with. This constant change accelerates uncertainty and unpredictability by forc-
ing companies continuously examine their business environment. (Young & 
Javalgi, 2007; Javalgi & White, 2002.)   
 IMS and the possible entry model is highly dependent on market 
knowledge, physical distance as well as market entry barriers (Johanson & 
Vahlne, 2009; Ramsey et al, 2006; Moen et al., 2004).  By evaluating market de-
terminants including present market situation and the possible future devel-
opment, the total market value for the company can be examined and the most 
potential markets chosen. Most importantly, by researching potential expansion 
markets companies can evaluate their performance and integration into foreign 
environment. (Äijö, 2008, 98-99.) According to Äijö (2008, 101), market selection 
process can be considered as follow:  

 
“Company choices the most potential markets according to which markets 
offer the biggest potential in sales and revenues when choosing the most 
suitable products and services.”  

2.3.1 Market factors and the meaning of physical distance 

As noted already from the 1980s, the most important and primary factor that 
drive companies to expand in a certain country or market is the idea of long-
term market potential and possible value that the host market can be evaluated 
to offer (Yoshida, 1987). Previously IMS of SMEs is perceived as ad-hoc or op-
portunistic (Van Hoorn, 1979). Then again present studies emphasize systemat-
ic international market selection of SMEs more valuable since it can be per-
ceived to have a straight positive influence on the company’s international per-
formance (Brouthers & Nakos, 2005). Relating to this, long-term market poten-
tial can be considered as a market- demand and systematic international market 
selection strategy where the aim is to discover and calculate opportunities the 
market has before entering in it (Sakarya, Eckman & Hyllegard, 2007).  
 Various theorists have researched and named different market factors as 
determinants that affect IMS and eventually market performance. Johanson 
(1977) suggest factors such as market size and growth rate as most important 
evaluation criteria. Russow and Okoroafo (1996) as well as Brouthers and 
Nakos (2005) emphasize the meaning of product adaptation as one of the most 
important measurements which also refer to understanding of local buying be-
havior and customer receptiveness towards foreign products or services. In ad-
dition of these, Sakarya et al. (2007) present how the competition in the market 
should be evaluated as a crucial part of IMS. Äijö (2008, 102, 109) confirm this 
by showing how competition in the target markets can be confronted from two 
perspectives. Direct competition considers similar companies with the same 
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kind of offerings and indirect competition considers the competitors whose aim 
is to solve the same problems with different types of solutions. 
 When it comes to cultural differences, current internationalization studies 
have increasingly paid attention to the meaning of physical distance as a part of 
IMS. Especially when company is involving in international operations for the 
first time, physical distance and cultural differences seems to be considered as a 
vital to affect company willingness to expand either close to domestic markets 
or more distant markets. (Ojala & Tyväinen, 2007; Bell, 1995.) Especially tradi-
tional international studies emphasize internationalization as sequential where 
geographical, cultural and physical distance have a major impact on market 
selection process. Those studies suggest how internationalization starts from 
the nearby markets and continues towards more distant countries as the market 
knowledge increases and networks develop. (Johanson & Vahlne, 1977; Johan-
son & Wiedersheim- Paul, 1975.)  
 As noted, generally SMEs are being perceived as organizations who fol-
low their already existing networks into physically close markets. Nevertheless, 
this trend seems to be changed as the present studies suggest how the psychic 
distance have decreased its meaning among SMEs. (Ojala, 2009; Nordström; 
1991.) Technological development and new communication technologies enable 
and support SMEs to contact and create networks across the world (Nordström, 
1991). Hereby Ojala (2009) and Nordström (1991) both suggest IMS of SMEs 
more strategic and explain why physically distant markets can be perceived 
also as important choices for the SMEs especially when starting internationali-
zation processes for the first time. According to them, physically distant mar-
kets offer more opportunities than markets nearby. It can be also mentioned, 
that the IMS by the SMEs is more dependent on the market size and the oppor-
tunities it is offering than the location, cultural differences or already existing 
networks (Ojala, 2009; Ojala & Tyrväinen, 2007). Hence comprehensive evalua-
tion of market growth, product or service adaptation, market competition as 
well as cultural differences support company to evaluate possible risks as well 
as easiness of access to the market (Sakarya et al., 2007).   
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2.4 Internationalization models  

Internationalization is considered as one of the most important paths for the 
business growth. Within the geographical expansion firms are able to reach new 
customers and increase their profits and resources. (Lu & Beamish, 2001.) To 
understand, which aspects or factors have an eventual impact on international 
performance of SMEs, models of internationalization have been determined 
(Nisar, Boateng, Wu and Leung, 2012; Johanson & Vahlne, 2003). In this chapter 
three different internationalization models are presented. All the models high-
light different factors that can be considered to have an influence on SMEs abil-
ity to enter towards international markets. 

First model presented by the two most famous internationalization model- 
researchers Johanson and Vahlne published their internationalization model 
first in 1977 and redefined it later in years 2003 and 2009. In their model Johan-
son and Vahlne present traditional view to internationalization by showing the 
meaning of market knowledge and business network creation and learning as 
vital parts of internationalization. They suggest international market expansion 
to occur sequentially. Hereby the meaning of physical distance in their model is 
evident; when the knowledge about physically close markets increase, compa-
nies begin to widen business operations gradually towards more distant mar-
kets. 

Second international model presented by Oviatt and McDougall (2005; 
1993) challenge previous traditional internationalization models by pointing 
how small and new firms can compete and succeed in global markets among 
MNEs. Their model called International new ventures challenge traditional in-
ternationalization models by presenting the internationalization of a company 
as a proactive. The core of their model is to name elements and modes, how 
smaller firms nevertheless their young age manage to enter and grow interna-
tionally.  

Third model called networking model concentrates on showing the mean-
ing of networks. Model presents why networks are crucial for SMEs when start-
ing internationalization operations and how networks impact on international 
performance of SMEs when continuing expansion in foreign markets. Addi-
tionally, model interprets why networks do not always direct IMS when it 
comes to SMEs and their internationalization. 

2.4.1 Uppsala-model 

Internationalization model called Uppsala- model presents sequential view to 
the internationalization of a firm. The model has been presented as U- model 
(as the name Uppsala) since it does not refer to any certain type of a firm. (An-
dersen, 1992; Johanson & Vahlne, 1977.) Johanson and Vahlne presented their 
model first in 1977. After that, the model has been redefined since the global 
business environment and technological competition in the present markets 
have changed the economic and regulatory environment that companies are 
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working (Johanson & Vahlne, 2009; 2003; 1977). Within the rapid change of 
business environment, Johanson and Vahlne (2009; 2003) formulated their pre-
sent internationalization model by emphasizing how certain factors such as 
market and experimental knowledge as well as business networks and relation-
ships have an impact on company’s commitment, intention and eventually suc-
cessful entry to the markets. As a vital part of the internationalization theory, 
Johanson and Vahlne (1977) highlight the meaning of physical distance which 
give theory its sequential nature. The sentence below presents the core ideology 
of the model.   
 

“Foreign market expansion is a matter first of developing the firm’s rela-
tionships in the specific market, second of establishing and developing 
supporting relationships, third of developing relationships that are similar 
as, or connected to the focal ones. Although all this development may be 
confined to one country market it may as well cross-country borders and 
lead to entry into other foreign markets.  
 
(Johanson & Vahlne, 2003, 97.) 

 
Johanson and Vahlne (2009; 1977) underline the importance of market- specific 
and experimental knowledge about markets as a significant factor to motivate 
and increase company commitment towards internationalization. The depend-
ency between market knowledge and market commitment can be explained by 
discovering how the state of a company changes when knowledge about mar-
kets increase. When company examines potential expansion markets, possible 
market challenges and opportunities can be identified, and the company may 
evaluate its ability to perform in a market before entering in it. (Carlson, 1974.) 
To receive better understanding how the market knowledge formulates, Johan-
son and Vahlne (1977) have divided the knowledge formulation into market- 
specific, general and experimental knowledge. 

Market- specific knowledge concern the characteristics of a certain nation-
al market and its business environment and structure of the market system, cul-
tural aspects as well as features of competitors. General knowledge refers to a 
present context for example potential target customers and understanding how 
to plan marketing methods according to market demands. Market- specific and 
general knowledge, which can be considered under the same concept objective 
knowledge are both required when considering resources and capabilities that 
the company possibly need to involve in international operations. Hereby objec-
tive knowledge is vital since it effects straight to company commitment. The 
greater the amount of objective knowledge is, the greater is the company’s 
commitment towards internationalization. (Johanson & Vahlne, 2009; 1977.)      

Objective knowledge (general and market- specific) and the formulation of 
it is significantly related to experimental knowledge. Objective knowledge can 
be gained by examining markets, but the real concrete knowledge increases 
when working with other market operators. (Johanson & Vahlne, 1977.) Johan-
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son and Vahlne (1977) explain the meaning of experimental knowledge by 
comparing the experimental knowledge between domestic markets and foreign 
markets. Companies are more committed to entry in new areas in domestic 
markets since they already have gathered knowledge by experiencing and op-
erating with familiar business environment within other organizations. When 
planning entry into foreign markets for the first time, lack of experimental 
knowledge occurs. In these cases, objective knowledge support organizations 
by offering information about the opportunities and possible risks that foreign 
markets involve. (Johanson & Vahlne, 1977.) Market commitment and market 
knowledge are dependent to each other. When the knowledge about potential 
markets increases, more it affects to commitment level of a company by chang-
ing the state and current activities (see figure 6). 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
FIGURE 6 The basic mechanism of internationalization: state and change aspects (Johanson 
& Vahlne, 1977, 26) 
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experience and learn how other market operators such as customers, intermedi-
ates, competitors and public authorities act and react in different situations. Re-
lationships between companies develop when they learn about each other’s 
needs, strategies, resources and business environment. This process usually re-
quires a lot of time and commitment to succeed and ensure business growth 
also in the future. (Johanson and Vahlne, 2003.)  
 Network learning process can be divided into three different ways of 
learning. These views are customer- supplier relationship, firm- to firm rela-
tionship and third- party relationship. Customer- supplier relationship presents 
the development of relationship where the learning occurs by adopting and 
understanding other party’s actions. This occurs by understanding how partner 
will probably react in certain situations and how the relationship can be 
strengthened, for example by adopting practices from partner and adjusting 
those into own style. (Johanson & Vahlne, 2003.) 

In firm- to firm relationship it is common that the relationship is based on 
changing skills with partners. These skills can be utilized afterwards, for exam-
ple when creating new relations with new firms. Usually this kind of experi-
mental learning process simplify the relationship formation with the companies 
that are somehow similar to company’s previous partners. This similarity may 
concern factors such as size of a partner or technological, cultural and institu-
tional environments. (Johanson & Vahlne, 2003.) 

The last model of relationship formulation through third-party relation-
ships perceives coordination skills development together all operators that are 
part of business network. When company is a part of wider network, coordina-
tion skills is demanded especially in cases where company acts between the 
customer and supplier. Hence it is crucial to ensure value creation for the both 
sides for example by confirming that the production chain works and the end- 
products are delivered to the customer in time. (Johanson & Vahlne, 2003.)  

Johanson and Vahlne (2009) state that the internationalization process is, 
in other words commitment to build and develop relationships and networks, 
that are crucial to the internationalization of a company. By learning from dif-
ferent kind of relationships, companies gain vital information about the busi-
ness environment and are more prepared and willing to formulate new and 
develop already existing relationships. In addition, by gaining information 
about the markets and other actors, companies reduce uncertainty and enhance 
trust towards markets and other market operators. (Johanson and Vahlne, 2003.)  
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FIGURE 7 Redefined business network internationalization process model (Johanson & 
Vahlne, 2009, 1424) 

2.4.2 International New Ventures  

Even though most of the international theories have concentrated on examining 
MNEs and their internationalization, lately some of the internationalization 
theorists have paid more attention to SMEs and their growing role in the global 
markets (Zahra, 2005). Modern low-cost technologies and presence of increased 
amount of people with international experience have made it possible for the 
smaller firms to consider international expansion and entry towards global 
markets (Oviatt & McDougall, 2005; 1994). Regarding to this, theory of Interna-
tional new ventures has been established by the theorists Oviatt and McDougall 
(2005; 1994), who created the theory to challenge more traditional views of in-
ternationalization that, for example Uppsala- model represents. Since the tradi-
tional internationalization models do not consider the formation and success of 
SMEs, Oviatt and McDougall (1994) have revised their model by highlighting 
the distinguishing characteristics that support small and new companies to in-
ternationalize and compete in global markets.  

International new ventures refer to small organizations who have man-
aged to grow company success in a short time by expanding company busi-
nesses internationally (Zahra, 2005). Also, Oviatt & McDougall (1995) present 
INVs as organizations who at their young age enter foreign markets by utilizing 
possible resources (material, people, time, finance) in multiple countries. In 
comparison to most MNEs and their international expansion, INVs age is more 
relevant indicator than the size of a company. Most new ventures begin their 
internationalization operations with a proactive strategy and gain resources 
through alliances and cooperation to support their internationalization. Hence, 
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foreign direct investments are not required, and international processes may 
begin in the very early phase. (Oviatt & McDougall, 2005.)  

As mentioned, new ventures aim to take advantage over resources that 
other operators are offering but only by controlling the amount of resources 
rather than owning them (Oviatt & McDougall, 2005). This can be enabled 
trough entrepreneurial attitude and strong resilience to access into the needed 
resources. Additionally, international diversity and the market entries offer an 
ultimate chance for new ventures to learn and develop their skills. This learning 
and knowledge gathering can be also utilized in the further operations. (Zahra, 
Ireland & Hitt, 2000.) 

As already beginning from the 1990s, Oviatt and McDougall (1994) pre-
sented basic elements that can be combined into INVs to explain their existence 
and success. To understand better different models INVs use to enter foreign 
markets, new ventures can be divided into three models depending on how 
they coordinate above mentioned elements and in how many countries they 
choose to enter (Oviatt & McDougall, 1994). These international new venture 
types are presented also in figure 8.  
 
New International Market Makers 
 
New international market makers can be divided into export/import start-ups 
and multinational traders. Export/import start-ups refer to organizations which 
entrepreneur usually chooses to focus on serving nations that are familiar. Mul-
tinational traders often expand in various countries and constantly scan for new 
opportunities through already existing networks or where they see opportuni-
ties to arrange new ones. Typical for the new international market makers is, 
that they are organizations who profit by importing/exporting goods or ser-
vices into nations where they are demanded. Direct investments are usually 
kept at minimum level and the market selection is usually done in countries 
where the competitors do not exist yet. (Oviatt & McDougall, 1994.) 

There are three typical elements that can be combined into new interna-
tional market makers. Firstly, their high ability to opt and enter markets where 
the competition level is low. Secondly, entry to the markets occurs within great 
amount of market knowledge and expertise in creating loyal and stable net-
works and business partners. Thirdly, international new ventures are usually 
organizations who concentrate on exporting/importing inbound or outbound 
logistics with minimum resources. (Oviatt & McDougall, 1994.) 

 
Geographically Focused Start- Ups 
 
Geographically focused start- ups expand their business actions in market areas 
where they can serve specialized needs and enter to the new markets by 
utilizing foreign market resources. Hence, geographically focused start- ups 
differ from new international market makers since they are restricted to operate 
in particular markets and offer wider range of value chain activities, such as 
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technological development, human resources as well as production. This kind 
of specified allocation in certain markets give remarkable advantage for the 
operating company. When directing operations in specified markets, company 
may gather tacit knowledge about the markets and arrange alliances and 
networks with locals. Created networks and social coordination is usually 
inimitable and offer advantage over competitors. (Oviatt & McDougall, 2005.) 
 
Global Start-ups 
 
Global start-ups refer to organizations who proactively scan and search 
potential expansion targets by acquiring resources and selling in markets where 
they assume to have greatest value. Global start- ups hence refer to 
organizations who don’t limit geographically markets where to operate and 
search for advantage by coordinating multiple organizational activities. As a 
type global start- up is the most radical and thus also the most difficult to 
develop since it demands skills, active coordination and constant market 
research. Despite its challenging nature, global start-ups can be also successful 
since it may offer alliances, inimitable social networks and various business 
activities in multiple countries. (Oviatt & McDougall, 2005.) 
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FIGURE 8 Types of International new ventures (Oviatt & McDougall, 2005, 37) 
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of physical distance as one of the key factors when planning internationaliza-
tion and market selection (Johanson & Vahlne, 2003), networking model con-
centrates on examining the meaning of relationship building and development 
as a key factor to select and enter foreign markets. 
 According to networking model, internationalization of a company begins 
when a firm starts to develop relationships and networks in a foreign country. 
The expanding company is usually being perceived as dependent on other op-
erator’s resources. These resources can be reached only by creating and devel-
oping company position in a network. (Johanson & Mattsson, 1988.) Later, 
Håkansson and Ford (2002) state and describe networks as a complex interac-
tion where all parts in a network are connected to each other to strive opportu-
nities and benefits by cooperating and developing relationships. Nevertheless, 
the advantages and opportunities that networks offer, understanding the possi-
ble restrictions is required. As the companies work together, they share re-
sources and knowledge and have a possibility to influence on each other. Here-
by it is vital to evaluate the total meaning of a certain network for the company. 
Business networks and cooperation offer possibility to benefit from others but 
those also offer ability to force over others. (Håkansson & Ford, 2002.) 
 Relations in the networks can be active or passive regarding to the com-
pany’s expanding intentions. In active networking the initiative is usually taken 
by the seller for example when the expanding company does not have any suit-
able networks, so the company will start building relations to facilitate possible 
market entry. (Loane & Bell, 2006; Johanson & Mattsson, 1988.) In passive net-
works the initiative comes outside of the firm. This refer to the situation where 
the company does not actively create new connections but is involved in new 
operations when for example customers or importers offer new opportunities 
for the company. (Johanson & Vahlne, 2003.) 

Relationships and networks can be created together within various actors 
for example with customers, distributors, suppliers, competitors, non-
organizations or other parties who currently operate in the market. In addition 
of active and passive networking, relationships creation can be divided into 
formal, informal and intermediary relationship formulation. Formal relation-
ships refer to the relationship between other business actors. Informal relation-
ships refer to other social contacts that the company has with its friends and 
family members. (Ojala, 2009.) Intermediary relationship concerns the third-
party involvement in networking operations where the buyer and the seller 
have no direct contact with each other. In those cases, third-party actors offer 
links for the buyers and sellers from different markets by supporting their net-
work creation and internationalization. (Oviatt & McDougall, 2005.)  

Even the previous studies present SMEs as organizations who enter physi-
cally close markets since they tend to follow their already existing formal and 
informal connections (Coviello & Cox, 2006; Bell, 1995). However, Ojala (2009) 
reveals the changed internationalization behavioral by stating that SMEs more 
often choose to expand their businesses in more distant countries. When start-
ing internationalization operations for the first time, market entry model and 
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the target market seems to be chosen preferably without having any influence 
from the networks even the company would have some already existing net-
works close to domestic markets.  

2.5 Market entry barriers 

Since countries differ significantly between political environment, legal systems, 
economic development and culturally, companies are forced to confront diver-
gent market areas and challenges within them (Hill, 2003, 38). Internationaliza-
tion challenges SMEs more than MNEs by demanding skills, resources and abil-
ity to manage also unique challenges that foreign markets offer (Lu & Beamish, 
2001). Not only external factors challenge companies in their internationaliza-
tion operations, but also internal factors such as limited amount of resources, 
lack of managerial experience, information sources as well as weak planning 
systems challenge SMEs to reach business growth internationally. Especially 
when it comes to SMEs and their first expansion towards international markets, 
examination of possible market barriers and how to manage these to ensure 
successful entry to the new markets is required. (Karagozogly & Lindell, 1998.) 
 To understand what are the factors that might prevent SMEs internation-
alization, examination of market entry barriers even more precise level is justi-
fied (Karagozogly & Lindell, 1998). Also, Andersson and Wictor (2003) present 
the meaning of examination of market barriers by suggesting how entrepre-
neurs evaluate and observe the impression that the macro-environment gives as 
more important than international entry strategies. Shaw and Darroch (2004) 
confirm this by suggesting how possible market entry barriers not only influ-
ence on company’s willingness to go abroad but also to the selection of the most 
potential markets and company’s involvement in international operations. Re-
garding to this, Shaw and Darroch (2004) have categorized market entry barri-
ers into five sections to describe the diversity of different challenges that organ-
izations may confront while internationalizing (see table 2).  

2.5.1 Financial barriers 

Financial barriers refer to a company’s general financial resources and the pos-
sible lack of it (Burpitt & Rondinelli, 2000). Financial resources can be consid-
ered as most important resources that SMEs need to enter foreign markets and 
grow internationally (Shaw and Darroch, 2004). Hereby, the meaning of man-
agement’s ability to access additional financial capital and cover the costs when 
starting internationalization operations is crucial (Rhee, 2002; Burpitt & Ron-
dinelli, 2000).  
 Company’s motivation to consider or continue international expansion is 
highly dependent on estimations of the possible sales, profit and growth that 
the company is able to reach within expansion (Burpitt & Rondinelli, 2000). 
Hutchinson, Quinn, Alexander and Doherty (2009) present the meaning of re-
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turn on investment (or ROI) as a crucial metric especially for the smaller com-
panies. To continue expansion in foreign markets, smaller companies require 
ROI to ensure that the business in foreign markets is profitable enough 
(Hutchinson et al., 2009).  

2.5.2 Managerial barriers 

Managerial barriers refer to the entrepreneurial attitude towards internationali-
zation operations. For example, in the situation where the company has a lack 
of international experience and skills may entrepreneurs prevent company to 
consider internationalization operations. On the contrary, an ambitious entre-
preneur can push SME towards internationalization with own networks and 
risk-seeking attitude. (Andersson and Wictor, 2003; Rhee, 2002; Burpitt and 
Rondinelli, 2000.) Especially if the company reaches new skills and networks 
through international operations, positive experience in international opera-
tions increases company willingness to continue international expansion (Ram-
sey et al., 2016). 
 Additionally, difficulties to cooperate with partners and networks can be 
considered as managerial barriers (Andersson & Wictor, 2003; Karagozogly & 
Lindell, 1998). Karagozogly and Lindell (1988) even emphasize managerial 
skills to create and utilize networks as most crucial to promote SMEs interna-
tional business operations. Hence, if the company or management has difficul-
ties to find suitable partners and networks, difficulties relating to international-
ization may occur.  

2.5.3 Firm specific barriers 

Firm- specific barriers include all the other internal resources company requires 
(excluding financial and managerial resources) when entering international 
markets. Arndt, Buch and Mattes (2012) suggest factors such as firm size and 
productivity as determinants for small companies to succeed internationally. 
Calof (1993) confirm this by showing how size of a firm and the amount of 
available resources have a straight connection to the willingness to go abroad. 
Smaller companies do not perceive internationalization as desirable until they 
have a certain amount of resources.  
 In addition of a firm size and productivity, Hutchinson et al. (2009) name 
strategic, operational, informational and process-based obstacles that challenge 
especially smaller firms in their internationalization operations. These obstacles 
refer to challenges that include managerial and company matters in generally. 
The lack of experience in international business and ability to facilitate market 
growth challenge management in strategy formation and resource development. 
Operational obstacles consider firm’s cost base as well as margin profit (Morgan 
& Katsikeas, 1997). Process-based obstacles refer to the rejections and limitation 
that smaller companies have when considering the most suitable entry models 
(Papadopoulos, 1987). Lastly, informational obstacles occur if the company 
lacks from skilled personnel and their ability to adopt and manage information 
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regarding to international operations and network management (Morgan & 
Katsikeas, 1997). 

2.5.4 Market-based barriers 

Market- based barriers (including both domestic and international market per-
spectives) refer to the barriers that concern the level of environmental percep-
tions and easiness to access to the market. For example, psychic distance or cul-
tural differences between the home and target market as well as the lack of 
market knowledge may prevent company to consider internationalization. 
(Rundh, 2001.) Hutchinson et al. (2009) state as the foreign market legislation 
and governmental regulations (for example tariffs) as well as economic and po-
litical situation can be considered also as one of the main reasons that challenge 
or may even prevent internationalization in certain countries.  
 Market- based barriers do not consider only the easiness of access to the 
market but also the ability to operate and manage business in a foreign envi-
ronment. Questions regarding to distribution are crucial. Success in a foreign 
market can be measured by evaluating how easily the expanding company is 
able to reach the distribution channels and networks in cases where the local 
operators are dominating local markets. (Karagozoglu & Lindell, 1998.) 

2.5.5 Industry specific barriers 

Industry specific barriers refer to general competition in a certain market as 
well as more specific market factors such as technological development in a 
certain country (Karagozoglu & Lindell, 1998). Korsakienė and Tvaronavičienė 
(2012) confirm that not only the lack of market information or country 
legislations and bureaucracy challenge SMEs, but also the general competition 
against other competitors like MNEs and local market players. 
 
TABLE 2 Summary of barriers to internationalization (modified from Shaw & Darroch, 
2004, 330) 
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FIRM SPECIFIC  
BARRIERS 
 

• Company size and productivity 

• Strategic obstacles 

• Operational obstacles 

• Informational obstacles 

• Process- based obstacles 
 

 
MARKET- BASED 
BARRIERS 
 

 

• Environmental perception 

• Economic environment 

• Market regulation and legislation 

• Cultural differences (physical distance) 

• Domestic market players and access to distribution 
 

 
INDUSTRY SPECIFIC  
BARRIERS 
 

 

• Competition 

• Technology 
 

 

2.6 Summary of international performance of SMEs 

As mentioned, during the last decades SMEs have increased their involvement 
in international operations (Nummela, Loane, & Bell, 2006) and it is not unusual 
for the smaller organizations to expand business operations over domestic mar-
kets at their young age (Rhee, 2002; Oviatt & McDougall; 1995). Behind the 
SMEs success to enter and grow internationally is the international market se-
lection and possible entry models that companies consider before entering for-
eign markets (Sakarya et al., 2007).  Additionally, the meaning of entrepreneur-
ship can be considered as crucial since the entrepreneurs themselves are typical-
ly persons who have a strong capability to see opportunities internationally and 
strive for these by exploiting foreign markets (McDougall & Oviatt, 2005). 
Hence, the theories about internationalization and entrepreneurial orientation 
have both moved towards born global phenomenon that represents the model 
about organizations whose focus is to concentrate on internationalization right 
after the foundation of the company (Korsakienė & Tvaronavičienė, 2012).  
 As Canabal and White (2008) suggest, only one theory is not sufficient 
enough to explain the company motivation and choice for entry modes. Early 
theories of internationalization present internationalization as a sequential and 
consider internationalization to start with less resources by limiting the com-
mitment of an organization to the international operations (Cavusgil, 1980). 
This stage approach was developed when Johanson and Vahlne (1977; 2003) 
brought their learning approach to internationalization theories by emphasizing 
the meaning of physical distance for the first time. Later, contingency approach 
was developed to challenge more traditional views by highlighting organiza-
tions ability to evaluate and take opportunities abroad without considering the 
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psychic distance as a determinant (Okoroafo, 1990). Networking model then 
again concentrated on pointing the importance of networks and relationships in 
internationalization (Che Senik et al., 2011; Ojala, 2009; Håkansson & Ford, 
2002). 
 Despite the models of internationalization have developed during the cen-
turies, internationalization can be still perceived as complex. As Korsakienė and 
Tvaronavičienė (2012) presents in their model, reason to internationalize, envi-
ronment selection and the choice of entry model cannot be separated, and the 
total internationalization process should be evaluated by considering all the 
aspects presented in figure 9. 
  
 

 
 
 
 
 
  
 
 
 
 
 
 
 

FIGURE 9 Internationalization process (Korsakienė & Tvaronavičienė, 2012, 299)  
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3 RESEARCH METHODOLOGY 

In this chapter the chosen methodology of a research is presented. Silverman 
(2015, 112) present methodology and methods of a research as techniques which 
aim is to offer appropriate approach towards selected research topic and mod-
els. Chosen methods work as techniques that determine how the needed infor-
mation can be gathered and analyzed to answer research questions. Alasuutari 
(2011, 82) confirm this by presenting that the most important observations can-
not be highlighted from the gathered data without suitable research methodol-
ogy. Hence, the aim of a methodology is to combine research topic, methods 
and the models that are used in a research (Silverman, 2015, 109-116). In the 
figure 10 the methodological process of this research is presented.  
                                               
 
 
 
 
 
 
 
        
 
 
 
 
 
 
 
 
 
  
FIGURE 10 Methodological process  
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3.1 Qualitative research  

As considering the purpose of this study, qualitative research was an appropri-
ate choice for this research. Since the aim of this research was to deepen under-
standing of international performance of Finnish information technology SMEs, 
qualitative research as a methodology offered a possibility to research phenom-
enon and discover factors precisely. Hirsjärvi, Remes and Sajavaara (2007, 157) 
also confirm this by presenting how the purpose of a qualitative research is to 
explore and describe comprehensively the researched phenomena. By conduct-
ing semi-structured interviews for three case companies there were possibility 
to gather data from versatile sources and compare whether there were differ-
ences or similarities between the chosen organizations and whether there was 
something exceptional that emerged via interviews. This way qualitative re-
search as a method offered possibility to deepen understanding how Finnish 
SMEs manage to enter and grow internationally. Also Flick (2011, 12.) notes that 
within the qualitative research the aim is to explain and understand real life 
phenomena to find or reveal facts instead of verifying or standardizing already 
existing phenomena.  
 Qualitative research is usually conducted by utilizing methods that give 
opportunity for the researcher to understand deeply researched objects. Hence, 
typical methods to gather data in qualitative researches are interviews and ob-
servations. Also, texts such as diaries, journals or other everyday life material 
can be determined as valuable data sources that support data gathering in qual-
itative researches. (Aaltola & Valli, 2001, 68; Metsämuuronen 2005, 209.) As the 
aim was explore extensively researched phenomena, semi-structured interviews 
were suitable method for data gathering. Semi- structured interviews allowed 
for the interviewees to tell about the internationalization cases and bring out 
factors without leading. 

The purpose of the research direct how the study itself should be conduct-
ed. There are four research types which determine the purpose of the study; 
explorative, descriptive, correlative and predictive. Qualitative research can be 
considered as explorative when the purpose of a research is to examine little 
known phenomena by revealing new information. Descriptive research aims to 
describe researched phenomena, for example by picturing the features or other 
interesting characteristics. Correlative research tries to explore and explain cor-
relations between researched objects by showing cause and effect relations and 
can be utilized, for example when predicting future scenarios. (Tuomi, 2007, 
125-127.) Since this research aims to examine how Finnish SMEs manage to en-
ter international markets, the study can be determined as explorative.  
 The relation to the theory in qualitative researches can be considered in 
two ways. The purpose of a research can be to produce new theory or confirm 
already existing models and theories. (Tuomi, 2007, 110.) As Tuomi (2007, 128) 
presets, research can be analyzed as data-based or theory-based. In data-based 
analysis the aim is to analyze data according to the results without relation to 
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previous theories or observations. This reasoning method is called as inductive 
reasoning. On the contrary, data can be analyzed based on determined theories 
in a research. This reasoning method is called deductive. In the middle of these 
two reasoning is abductive reasoning which consider both inductive and de-
ductive approaches. When analyzing the results, there have been named theo-
retical frames which direct the way analysis is conducted. The aim of this rea-
soning is to direct analysis according to chosen theories without excluding pos-
sibility to bring out new ideas or observations. (Tuomi, 2007, 129-132.) Since this 
study was conducted as explorative, abductive reasoning was applied to direct 
analyzing process. Within abductive reasoning it was possible to bring out fac-
tors that are commonly noticed as important in SMEs’ internationalization theo-
ries but also give opportunity to reveal something new that support SMEs in 
their internationalization operations and have not been noticed in the previous 
internationalization theories.  

3.2 Selection of case companies 

As mentioned, theoretical framework determines what is the most appropriate 
method to gather and analyze data (Alasuutari, 2011, 82). When the aim of the 
qualitative research is to understand or reveal facts, quantitative research aims 
to verify or standardize already existing phenomena (Flick, 2011, 12; Hirsjärvi, 
Remes & Sajavaara, 2007, 157). By comparing qualitative and quantitative 
methodologies, it is possible to understand why purposive sampling and inter-
view as a method was the best option for this research. In qualitative researches 
study target is usually small and the possible participants are selected more 
purposively according to the relevance of the research. This is opposite to the 
quantitative research where the study target is selected randomly, and the sam-
pling is usually large. (Tuomi, 2007, 95-98.) By choosing the study target in a 
purposive manner there is a possibility to select the most suitable data sources 
from which the researcher believes to get the most valuable data and results 
(Aaltola & Valli, 2001, 68).  
 In this research, all the case companies were selected by evaluating the 
suitability of a company according to four criteria. All the companies had to be 
considered as small- or medium sized enterprises and they had to be founded 
in Finland. Also, since the study concentrated on examining internationaliza-
tion of information technology enterprises, company had to work in IT-sector 
and they had to have experience from international business. To ensure that the 
company had enough experience working among international business, one 
criteria was that the company must have at least one office abroad.  
 All the chosen companies filled the requirements. Their suitability was 
ensured by reading facts about the companies, for example by utilizing 
webpages and news. Evaluation criterion about the case companies and short 
introductions are listed below under this chapter and in table 3.   
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Evaluation criterion 

 
(1) Company fulfills the requirements of a SME- definition. 
(2) Company operates in information technology field. 
(3) Company has been founded in Finland. 
(4) Company has at least one office abroad. 

 
Introduction of case companies  

 
Case company A  
 
Company A operates as a data system provider in Finland and is concentrated 
on operating among IT-solutions for health and social care sector. Company 
was founded in 1975 and currently it has about 150 workers. Company head-
quarter locates in Helsinki and it has a subsidiary in Sri Lanka. Company used 
to work internationally in 1970-1980 centuries, but the business operations were 
slowly directed towards Finnish markets. In 2018 company expanded its busi-
nesses to Southeast Asia again.  
 
Case company B  
 
Case company B is an information technology organization from Finland and is 
concentrated on offering digital learning services. Company was founded in 
2003 and in 15 years it has expanded its business actions within rapid speed. 
Today, company operates in ten (10) different countries and it has about 200 
employees.  
 
Case Company C 
 
Case company C offers digital procurement performance solutions globally. 
Company was founded in 2008 and currently they have three offices in Finland 
and one office abroad, in Dubai. Company operates in eleven (11) countries.   
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TABLE 3 Information about the case companies  
  

 
COMPANY  

A 

 
 

COMPANY  
B 
 

 
 

COMPANY 
 C 

 
YEAR OF 
FOUNDATION 

 
1975 

 
2003 

 
2008 

 
AMOUNT OF OFFICES 
IN FINLAND 
 

 
5 

 
4 

 
3 

 
AMOUNT OF OFFICES 
ABROAD 
 

 
1 

 
5 

 
1 

 
AMOUNT OF  
PERSONNEL 

 
150 

 

 
200 

 
60 

 
 
NET REVENUE 
 

 
10,7 million €/ 

year 2018 
 

 
7,9 million €/ 

year 2018 

 
7,04 million €/ 

year 2018 

 
OPERATING  
COUNTIES 

 
1 

 
10 
 

 
11 

 

3.3 Data collection 

In this study the data was collected by conducting semi-structured interviews 
for the selected persons who work in a chosen case company. Semi-structured 
interviews can be considered as appropriate when there are few interviewee, 
the aim is to gather information about the specified subject and there is need for 
examples or comprehensive explanations (Metsämuuronen, 2006, 233-235). Re-
garding to this, since there was a need to reach for specified information about 
internationalization operations, interviewees from the case companies were se-
lected by evaluating the persons history and background. Metsämuuronen 
(2006, 51) specify that the chosen interviewees can be selected according to re-
searcher’s evaluation when it is necessary to choose persons who can be consid-
ered as most valuable for the research. Hence, from all case companies Chief-
Executive Officers (CEO) were interviewed since they all had participated in 
their organization’s internationalization operations and their interviews were 
considered to support the used theoretical frame of this study. One CEO was 
the founder of the organization and one of the CEOs had participated in com-
pany’s internationalization in an early phase, so both were able to tell in a pre-
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cise level about the beginning of the company’s international business activities. 
One of the companies was family owned so the CEO was a son of the founder 
and had a remarkable role as starting and expanding business activities interna-
tionally. Regarding to CEOs’ backgrounds, they were all able to tell accurately 
about the internationalization operations and were able to give valuable data 
for the research.  
 In addition of the CEOs, second interviewees from the case organizations 
were evaluated and selected according to their role and experience in interna-
tional operations as well as by utilizing CEOs’ suggestions. Second interviewees 
from the case companies A and B were chosen and since both had participated 
actively in internationalization operations, they were able to tell in a precise 
level about the internationalization projects in a company. The second inter-
viewee from the case organization C had to be cancelled since the person was 
working in Dubai and the connection for the interview did not eventually work. 
 Nevertheless, all the five interviewees turned out to be very valuable and 
were able to tell in a specified level about the company internationalization op-
erations by using examples and cases from their own business operations 
abroad. Interviews were done in Finnish since all the participants were Finns 
and the native language was chosen to make interview situation more comfort-
able. Detailed information and the titles of the interviewees can be found in ta-
ble 4. 
 Semi-structured interviews can be also named as theme- interviews since 
they usually concentrate on examining chosen themes that are considered ac-
cording to research theories. In theme- interviews there are no tight rules for the 
form of a questions and the order in interviewing situation can be changed.   
(Metsämuuronen, 2006, 235.) Since the aim was gather deep information about 
the SMEs’ international performance according to research theories, semi-
structured interviews offered possibility to hear and gather information from 
the persons who had worked among internationalization and knew most about 
the themes. If using only internet-sources or other material, there would not 
have been the same possibility to hear and understand what were the most cru-
cial factors that supported companies to internationalize and what kind of chal-
lenges they had confronted in different countries.  
 Before the interviews, topic of the research was informed so all the inter-
viewees knew beforehand what the interview will concern about. Interviews 
lasted about 25-50 minutes and the place of questions were changed if neces-
sary. Also, extra questions or clarifications were asked if some answers needed 
more explanation. Three of the interviews were made in face-to-face and those 
interviews were arranged in interviewees own offices. Other two interviews 
were made by utilizing Skype-meetings. Skype had to be used since two of the 
interviewees located in a different town than the researcher. All the interview-
ees gave permission to record session digitally. First interview was made as a 
pilot, so the planned questions could be modified if needed. After the first in-
terview it turned out, that the planned questions gave the needed results and 



38 
 
the interview frame didn’t require any changes. Interview questions are pre-
sented in appendix 1.  

 
TABLE 4 Information about the interviewees 

 
 

COMPANY 
 

THE TITLE OF AN  
INTERVIEWEE 

 

 
INTERVIEW 
DURATION 

ROLE IN 
INTERNATIONAL 

OPERATIONS 
 

 
COMPANY A 

 
Chief Executive  
Officer (CEO) 

 
27 minutes 

 
Leading role 

 
COMPANY A 

 
Sales Director  
(SD) 

 
25 minutes 

 
Actively participates via 

sales operations, meetings 
and fairs. 

 
 
COMPANY B 

 
Chief Executive  
Officer (CEO) 

 
37 minutes 

 
Leading role 

 
COMPANY B 

 
Chief Commercial  
Officer (CCO) 

 
37 minutes 

 
Significant role promoting 
international business op-
erations in a company. Ex-

patriate for two years in 
England when opening 

new office. 
 

 
COMPANY C 

 
Chief Executive  
Officer (CEO) 

 
51 minutes 

 
Leading role 

 

3.4 Data analyses 

In qualitative studies, researchers usually gather data by recording speech 
while interviewing or observing. Additional notes and research diaries can be 
made to support researching process. When starting to analyze gathered data it 
is necessary to modify recordings into text form. (Valli & Aaltola, 2015, 109.) 
This mean, that before the data can be comprehensively analyzed it is necessary 
to transcribe recorded speech into written text (Metsämuuronen, 2006, 242). In 
this study, all the interviews were recorded and before the analyzing process 
recordings were listened carefully and transcribed verbatim in a text form. 
After listening and transcribing, all the results were read comprehensively, and 
notes were made to pick the most important results.  
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 Analyzing process in qualitative researches can be considered as analytical 
a well as synthetical. Analytical nature refers to the method how gathered data 
is usually analyzed by categorizing, coding or outlining results according to 
predetermined themes. By dividing results according to themes, it is possible to 
highlight and pick the most important findings and present only those results 
that support the research topic. Despite this categorizing, synthetical nature in 
qualitative researches ensure that the themes can be still combined into one 
whole thematic that determines the research. (Aaltola & Valli, 2001, 78-79.) In 
this research, after transcribing and reading trough the results the most 
important findings were categorized by the themes that were determined 
according to research theories (entrepreneurial resources, international market 
selection, internationalization entry models and challenges and barriers).  
 As Valli and Aaltola (2015, 110) note, analyzing process in qualitative 
researches mean that the researcher reads, considers and compares the data by 
picking the most important concepts and phrases out from the text. Research 
questions and data itself guide researcher how to analyze gathered data. As the 
purpose of this research was to explore, why Finnish SMEs who operate among 
IT-sector manage to enter international markets and what are the determinants 
that enable expansion over domestic markets, it can be noted that the 
determined research questions guided data analyzing process and supported to 
bring out the most important observations. These observations and results of 
this study are presented in the next chapter 4, results of the study.  
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4 RESULTS OF THE STUDY 

In this chapter the main findings of the study are presented. Presentation of the 
results follow the theoretical fame of this research. Firstly, reasons to interna-
tionalize and company’s entrepreneurial resources regarding to internationali-
zation are presented. Secondly, findings concerning market selection process 
and its relation to entry model has been illustrated. In this part, the meaning of 
networks is also indicated. Thirdly, challenges and barriers that the companies 
had confronted at the beginning and during the internationalization are pre-
sented.  
 For the interviewees convenience, all the interviews were made in Finnish 
and the quotations that are used to confirm the results are translated into Eng-
lish. The original message has been remained. Since the companies participated 
in this study as anonymous, also the names of the interviewees are hidden, and 
the titles have been used as codes to recognize whose quotation it is.  
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4.1 Reasons for internationalization 

4.1.1 Motives to internationalize 

The main reason and motive to consider and start international expansion is 
business growth. All the interviewees confirmed this by explaining how Fin-
land as a market for IT-industry cannot compete against the international mar-
kets and possibilities that those offer for the business growth.   

 
“Finnish markets are eventually very small. You could almost say that 

 Finnish markets are negligible.” Company A, CEO 

 
“If you compare Finnish markets against United States and you choose 

 one market from there, for example Colorado. And if you think that 
 somebody would sell only in Colorado which can be considered basically 
 same size as Finland and would not even try to sell it anywhere else, that 
 would be insane!” Company B, CEO  

 
“If we would have developed this product and concentrated only working 

 in Finnish markets. There would not be market for us. I mean that the 
 Finland as a market is too small if we wanted to grow as big as we are 
 now.” Company B, CCO 

 
“The main reason is, that growth must be achieved.” Company C, CEO 
 

Interviewees also noticed the fact that Finnish markets for the IT-SMEs seems to 
be saturated. Growth can be reached in Finnish markets, but the level of market 
share and the amount of sales cannot be reached as high as it could be by 
expanding internationally. On the other words, if the Finnish SMEs in IT-
industry are willing to take their business to the “next level” they are forced to 
consider internationalization.  
 
 “Finnish markets are basically quite saturated in this industry. We are able 
 to reach growth even remarkable, but if we are willing to achieve even 
 higher increase, we consider internationalization as worth trying.” 
 Company A, SD 
 

“In Sweden, there are three times more money than in Finland. In Holland, 
there is five times more money than in Finland, they are maybe smaller 
countries - - but when you go to United States, business in there is 10-22 
times bigger than the maximum could ever be here in Finland.”  
Company B, CEO 
 

In addition of organizations’ own willingness to grow business operations by 
expanding internationally it seems that Finnish IT-solutions are also noticed as 
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valuable abroad. CEO from the company A told that internationalization was 
not done actively before the company started to receive messages from different 
countries. CEO continued by explaining, how after these contacts they realized 
their potentiality abroad and decided to consider internationalization even 
more pro-actively. Also, other CEO from company B explained that after they 
had translated their webpages into English, they started to receive increasingly 
messages from potential international customers.  
  
 “Our technological solutions are ahead here in Finland when comparing 
 to other markets - - but yes one remarkable factor was that we were 
 contacted and noticed abroad, and it seemed that there were interests 
 towards our solutions. So, this made us realize that could it be that we 
 are the ones who actively start searching for new markets where those 
 potential customers are.” Company A, CEO 
 
 “We received our first contacts through websites. We had translated  those 
 (webpages) into English. And in our webpages, we told about our 
 products and part of our product were open source, so you could try it for 
 free, so we started to receive contacts.” Company B, CEO  

4.1.2 Entrepreneurial resources and capabilities 

Reasons to go international can be also explained by the entrepreneurial orien-
tation and attitude towards internationalization that the entrepreneurs and 
company management have. As mentioned earlier, reasons to expand interna-
tionally in all companies related strongly to their willingness for the bigger 
business growth. Nevertheless, it can be still noted that entrepreneur’s or man-
agements’ own willingness and attitude towards internationalization can be 
considered as one reason to start internationalization in a company. For exam-
ple, CEO from the company B told that in addition of business growth, bore-
dom was one of the reasons to start internationalization. This refer to the mana-
gerial capabilities but also innovative and pro-active attitude to look for new 
challenges.  

 
“I think we had this chance and just basically boredom. We do these same 

 things here (in Finnish markets) all the time, and then we saw the poten-
 tial in there (international markets).” Company B, CEO 

 
Regarding to above mentioned, the role of management for the company inter-
nationalization can be considered as significant in all ways. Without manage-
ments’ own interest and willingness towards internationalization, case compa-
nies would not probably even operate internationally. This shows how im-
portant the entrepreneurial orientation and attitude towards internationaliza-
tion is for the company international performance. 

 



43 
 

“You can put it that way, without me and my own interest towards 
international markets our company would not probably even operate 
internationally at all.” Company A, CEO 

 
Also, when asking from the other interviewees (excluding CEOs) about the 
managements’ ability and willingness to take business towards international 
markets, they described CEOs as brave and hard-working persons who are 
willing to take the key position and push company towards internationalization. 
These results strengthened the theory of how important the role of management 
is for the internationalization of a SME.  

 
“It is a remarkable role. The CEO has practically responded international 

 operations in the company. And when considering sales and customs, he 
 has the most remarkable role.” Company A, SD 

 
“Well of course when they (management) do the decisions to go 
international and they don’t really have a lot of information to make these 
decisions, so they must have this courage to do those minnow decisions 
even you may mistake. - - You take the risks and try a little bit and then 
think again like what works and what not and then just move forward 
quickly. There is no time to stop thinking. I guess that is the 
managements’ role in here.” Company B, CCO 

 
Also, to research managerial attitude and especially risk-taking orientation, all 
the interviewees were asked to describe in what kind of risk do they consider 
internationalization from the company perspective to be. According to the 
results, internationalization should be considered more as a goal that all the 
organizations should reach nevertheless risks that it might include.  
 

“In my opinion, internationalization should primarily set as a goal in an 
organization.  If you think market area especially same size as Finland and 
if we are willing to have more start-ups from Finland, all those 
organizations should consider internationalization as a main goal.” 
Company B, CCO 

  
“Yes, it is a big risk, but you really need to take it. I have to say that before 

 you have tested your products that those are competitive, and you know 
 what you are offering then yes I consider internationalization as an only 
 thing that ensures business growth and success also in the future.”  

Company C, CEO 
 
Answers also showed that interviewees did not consider internationalization as 
a “scary” risk, but more as a risk that can be controlled and by controlling the 
risk it can be turned into beneficial for the company. This indicates that the risks 
regarding to internationalization are noticed, but the risks are not considered as 
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barriers but more as business opportunities that should be taken. Hereby the 
results showed that the orientation and attitude towards internationalization is 
mainly innovative and optimistic. This kind of risk-seeking orientation can be 
also considered as supportive for the company internationalization.  
 

“I would not consider it (internationalization) as a huge risk, I would 
rather consider it as a controlled risk. And I think you should take it. - - 
There is a lot of potential and we have already proofed that we have the 
needed capabilities and skills, so the investing is easier and the risk 
(regarding to internationalization) also decreases all the time.”  
Company A, SD  
 
“Sure, it is a risk, but sure you should take it. If you have possibility to 
earn money abroad then why not? And if you have a thing where the 
market remains as too small here, but it could be big in somewhere else, 
you certainly should take it.” Company B, CEO 

 
General human capital and management know-how 

 
Managerial know-how can be considered as managerial skills to lead and direct 
business actions to the right direction. When asking about the managements’ 
role for the internationalization, all the CEOs noted their role for the 
internationalization as significant. They also mentioned how they are involved 
in international operations in all level for example by supporting sales 
operations, closing deals, planning international strategies and participating 
meetings. Hereby the results show that the meaning of managerial skills are 
crucial to ensure successful performance when operating international markets.  

 
“I consider myself as a head promoter. Usually in international sector I am 
the one who handle the first contacts - - And then of course, I have to 
make business decisions like where we want to participate and where not. 
I need to have quite a deep understanding about the situation.”  
Company A, CEO 
 
“Quite a lot I do participate. I help when we need to assure customers. So, 
I fly for the meetings and then of course I plan internationalization 
strategies for example where we should go and how much are the 
estimated costs before business turns profitable in some country. I 
participate our international operations like every day.” Company B, CEO 

 
“I think I did the hardest work there, where I had possibility to influence 
on it (enhance internationalization in an organization). We started to 
consider it this way: our market in not Finland, our market is Europe and 
that our first operating language is English. We will do everything in 
English and then we translate it into Finnish or some other language and 



45 
 

thirdly, we are still noticing the fact that when recruiting people, they 
have to have this knowledge or skills or something we are able to utilize 
also in the future.” Company C, CEO 
 

Additionally, managerial know-how can be also considered as management’s 
ability to build relationships and networks with right people who support 
internationalization in a company. Especially CEOs from the company B and C 
told, how they had found suitable people to work with them since these 
workers had remarkable role by supporting company in its internationalization 
operations.  

 
“Well for example our London office were opened this way; we had 
meeting with our executive group and there I asked from person x 
whether his kids were still in kindergarten and not in school and whether 
he would be interested in going abroad before kids start their school. - - So, 
I told him, that we would need a person to go in London to open an office. 
What do you think? And he told me that he need to ask from his wife. - - 
and next day we talked, and he told me that yes, he could go to London. 
And so, he went to London and opened a new office for us.”  
Company B, CEO 
 
“It was a prerequisite for us that we hired a Finnish person who had lived 
there since 2002. - - it was kind of a last trigger to decide that we will do it 
(entry to the market) when we got a right person to lead business in there 
(in Dubai).” Company C, CEO  
 

Also, when asking about the employees’ attitude towards internationalization, 
all the companies told, that the attitude towards internationalization in an 
organization is mostly positive. Two of the organizations pointed that 
information flow regarding to international projects could be enhanced more 
and some informational lacks might exist because of the organizational 
structures. In these cases, CEOs told that they had tried to concentrate more on 
informing the whole organization about the international operations. Then 
again company B did not notice the same kind of problem regarding to 
information flow inside the organization. CEO explained how they had 
arranged information flow for the whole organization by building dashboards 
where all the employees could see the real time situation about international 
business operations in an organization. Hereby, the results indicated that 
positive attitude towards internationalization in a whole organization can be 
considered as something that have an influence on company ability to succeed 
in international operations.  
 

“We don’t have had any problems regarding to that (information flow 
inside the company about international projects). We communicate openly, 
and everybody consider internationalization as a positive goal. - - 
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Everybody has also seen how difficult internationalization is and without 
all the extra effort that all the personnel have done, we would have not 
managed and succeeded to do it (international expansion).”  
Company B, CCO 
  
“We share information as much as we have it. And we have these internal 
dashboards where you can see the current situation in an organization. 
And there is this one indicator where you can see the international 
turnover per quarter and percentage.” Company B, CEO 
 
“It is positive (attitude towards internationalization). Everybody is 
committed and excited about it. And our aim is to do it (inform personnel 
about international operations) in two different ways. We have 
communications sector inside the company who organizes all the releases 
and then I have every fourth week a kind of information quarter where we 
go through all these things.” Company C, CEO 
 

Despite general positive attitude that personnel seem to have towards 
internationalization, still one CEO pointed out that there are always some fears 
and prejudices when something new happens. In cases where the lack of 
information exists, it may cause unnecessary uncertainty inside the 
organization. Hereby the meaning of management’s ability to inform personnel 
inside the organization about the new international projects is vital to support 
whole company towards internationalization. 
 

“I think that people are quite positive (regarding to internationalization) 
even there are some fears connected to it (internationalization). But I think 
that it is unfortunately always this way, that when something new 
happens nevertheless it means immigrants, marriage or something else. - - 
But yes, I have done it (inform personnel about the international projects). 
We have communicated a lot for example by showing positive forecasts 
on international sales and by telling what is happening in international 
sector.” Company A, CEO  

 
When asking about the experience and know-how regarding to international 
business, only two of the interviewees had earlier international experience 
when working in other firms. Sales director from the company A told that he 
had worked previously in a company that operated internationally as well the 
CEO from the company C told that he had some previous experience from 
working in an international organization. From the company B, both interview-
ees told that they did not have experience from international business. Also, the 
CEO from the company A told, that he did not have any kind of experience 
from international business. 
 Despite some of the interviewees had experience from international opera-
tions, experience cannot be considered as remarkable factor that has an influ-
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ence on international performance. Results indicate that the previous experi-
ence from working among international business cannot be considered as de-
terminant to influence on company performance to operate internationally. As 
the CEO from the company C stated and SD from the company A told, experi-
ence helps to understand cultural aspects and how business in some countries 
is conducted, but eventually it does not help company to internationalize.   

 
“Partly it had helped that already know what to expect and maybe those 
are cultural aspects you recognize, and you know the differences in 
culture. You don’t know these in advance, but you are able to expect them 
to occur.” Company A, SD  
 
“Maybe it has helped a bit (experience). I learned and knew that things 

 won’t work there like here in Finland. We pay bills on time and we abide 
 by the contracts.  So, I have learned that in there (abroad).”  

Company C, CEO 
 

Industry-specific know-how 
 

Industry-specific know-how refers to the managerial ability to learn about the 
markets and market operators, for example by utilizing local partners. This 
know-how can be beneficial for instance when entering towards new markets. 
When asking about the potential markets where the companies would be 
willing to expand, interviewees did have straight answers about the most 
potential markets as well as markets they did not even consider as potential.  
 

“So, if we think for the next markets, where is potential and we only need 
the investment reserve before expansion. Sweden is one market where is a 
lot of interesting organizations - - which we consider as most potential for 
us and these companies really should have money and need for these 
things. Then France is one quite good. There is a lot of high brand 
organizations, consultant companies and banks. So, we have now one 
customer in France and if we get second then French office would 
probably be good for us.” Company B, CEO 
 

When asking about all the markets in the world and their suitability for the 
company, interviewees explained and reasoned why all the markets could be 
considered as potential but why they still favored some markets over others 
and tackled the idea to go everywhere. This way interviewees showed their 
ability to learn from the markets by giving examples about the market situation 
and possible customers they aimed to reach and pointed out, why it is not wise 
to reach for all the markets. One CEO also pointed the easiness to access to the 
market in the first place and showed why CEO needs to have an ability to 
evaluate the markets after learning. This showed the managerial ability to 
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evaluate markets and direct business actions towards markets that offer the best 
potentiality for the business expansion.  
 Still, as the results show, industry-specific know-how can be considered as 
supportive to guide organizations towards the most potential markets, but its 
meaning for the international performance cannot be considered as crucial as 
other factors. Firm may enter different markets before realizing what are the 
best markets to continue expansion.   
 

“All the markets in the world can be considered as potential, but where is 
realistic and wise to be then we cannot be everywhere. - - It is clear, that 
we have this one focus market in Sri Lanka and from there Southeast Asia 
and all these neighbor countries. We know their demands there. - - You 
cannot be everywhere at the same time, on the contrary coordinated 
approach is better in my opinion. And when we have some reference then 
we can move forward with a stronger volume.” Company A, CEO 
 
“Well, or course you can think that all the markets are possibilities. But 
there are also easier opportunities instead of hard ones. If you think, 
theoretically maybe in Afghanistan somebody could use our products, but 
it is not the easiest market to go.” Company B, CEO 

 
“Well now when we operate in the Middle East, it has showed us that 
Europe is eventually quite small market when comparing to others. - - So, 
the Middle East and Asia are certainly markets we are concentrating on, 
and South Africa is also one that is interesting. - - In South Africa we are 
already, and we have a partner also, so we have already started operations 
there.” Company C, CEO 
 

Ability to Acquire Financial Capital 
 

The results confirmed that management’s ability to offer and direct financial 
resources can be considered as determinant for SMEs to enter and survive in-
ternationally. Evaluation process is highly needed from the management espe-
cially when it comes to financial resources and choices company can make ac-
cording to its resource limits. CEO from the company B showed the meaning of 
financial resources by stating that there is no use of even consider international-
ization if the company does not have the needed financial resources.  

 
 “- - If you don’t have extra 600 000 euros profit, don’t even think about  
 going (internationalizing).” Company B, CEO 

 
Still, two of the CEOs stated that despite limited resources if the decision to go 
international has been made then the needed resources will be organized, and 
resources are not considered as obstacles that prevent the whole internationali-
zation. This refer to the managerial ability but also to the willingness to secure 
needed financial resources to enable international expansion.  
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“At the beginning we can do it with a little less, but when we make the

 decision to go (expand internationally) then the resource must be evaluat-
 ed. And as in Sri Lanka, first we made some research but when we decid-
 ed to enter, then we just organized the needed resources.”  

Company  A, CEO 
 
“It (internationalization) is kind of a  permanent situation and we are 

 searching for bigger and bigger international customers all the time and 
 we must organize it to make it possible and offer resources to enable  
 success.” Company B, CEO 

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
          
              
 
 
FIGURE 12 Most important entrepreneurial resources and capabilities for the SMEs’ inter-
national performance 

4.2 Environment selection and model choice 
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“Yes, we did (market research). But we did not utilize any third parties, 

 we did those by ourselves.” Company A, SD 
 
“We got quite many inbound- contacts. Those were first contacts that we 

 received through our websites. We had made our pages in English. - - 
 First, we were contacted something like once a month then then once in a 
 week, once in a day and the speed just accelerated all the time. Then we 
 participated for several international trades and we found even more po-
 tential customers who were interested so we made offers for them.”  
 Company B, CEO 

 
Also, different kind of trades, meetings and third parties (Finpro, Eu-Gateway 
etc.) were considered to have a role that directed the market selection when 
searching for the first expansion targets. Nevertheless, interviewees pointed 
that third parties maybe supported organization to achieve first contacts and 
get to know to the market, but real understanding about the market and market 
operators was reached only by participating fairs and meetings, where compa-
nies had a real possibility to meet the buyers and potential customers. Hence, 
the usage of third parties can direct market selection process in an organization 
when choosing the first international markets, but their role for the market se-
lection process remains only as supportive. 

 
“I could say this way, that when we started we utilized quite many con-

 sultants. We used Finpro and their help when we did market analysis 
 about the European markets. And we went through it and from there we 
 chose Norway as our first market. But it was no use for us. We received a 
 way much better understanding by participating at fairs where we got to 
 know our potential customers. And from there we were asked to partici-
 pate in one event in Dubai. Then we noticed that here is an empty market 
 for us!” Company C, CEO 

  
Easiness of access and competition 

 
When asking about the market determinants that have an influence on market 
selection, easiness of access was noted as one of the most important factors to 
consider especially when starting internationalization. First market entries can 
be considered as most remarkable since those support company when continu-
ing expansion. Results showed that concentrating on markets that can be easily 
reached as first market entries should be considered as potential targets. Two of 
the CEOs confirmed the meaning of first market entries as most crucial by ex-
plaining how first international customers give company a good reference and 
can further other internationalization projects.  Hereby, easiness of access the 
market should be evaluated as crucial IMS determinant since the first market 
entries may open next expansion possibilities.  



51 
 

 
“But at first, it is just important to take root in somewhere (international 

 markets) and earn reference and complete the first localization.”  
Company  A, CEO 
 
“Take the easiest one. If you have a possibility to open one office per year 
which also requires good profit, you really should not pick the most 
challenging place. - - When we got more customers, we got credibility and 
it is even easier to get next customers.” Company B, CEO 

 
Level of competition in the target market can be noted as a factor that influences 
on the organization’s ability to enter market, but it cannot be considered as a 
determinant that directs the market selection and ensures success in a certain 
market. As an example, CEO from the company B stated that when internation-
alizing, organization should pick the easiest markets. Nevertheless, the second 
interviewee from the same organization B continued by explaining, how they 
noted that their chosen market was not the easiest one when considering the 
competition, but they still ended up choosing this market as one of the first in-
ternationalization targets. This shows, that the level of competition cannot be 
considered as a factor that directs market selection if the organization has a 
strong willingness to operate in a certain area.  

 
“So, we have moved on quite opportunistic and sure we have chosen our 

 markets by ourselves where we want to expand, but if you evaluate the 
 level of difficulty, States is probably the most difficult market to enter. But 
 then again, we were attracted by the idea that half of the global markets 
 are there. If you manage there you can manage anywhere else as well. 
 And I have to say, that there would have been more easier markets logisti-
 cally  and culturally. But this is our example once again, we choose the 
 most difficult markets, where is the hardest competition.”  

Company B, CCO 
 

Then again, company C stated that their first markets were chosen because of 
the lack of competition. Still, as the CEO from the company C told, they had 
chosen Norway because there was no competition, but it ended up being a mis-
take because of the weak technological capabilities in a country. On the other 
hand, they chose Dubai as one expansion market which was also free from 
competition and ended up being a good choice for the company C. Hence, the 
level of competition cannot be considered a crucial determinant for the IMS.  

 
“We had this willingness to go there but also because there was no compe-

 tition. And afterwards we understood why there were not any compete-
 tion. It (Norway) is a big market, same size as Finland and no competitors. 
 This  was kind of green-field idea, but of course their basic infrastructure 
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 was  totally updated, and we did not realize it. So, we did not realize that 
 something very essential was missing.” Company C, CEO 
 
Market size and growth 

 
As mentioned at the beginning of this chapter, all the organizations noticed that 
the size of Finnish markets for IT-industry is minimal when comparing to inter-
national markets. Hereby as the interviewees also noted, market size and 
growth were considered as key factors when choosing potential markets. Where 
is demand and possibility for the growth, market can be considered as potential. 
Hence the market size and potential growth can be perceived as determinants 
that are crucial for the market selection.  

 
“Well, growth in the potential market is the most important. As I men-

 tioned earlier, if we are heading to a certain market there need to be a 
 possibility for the growth so the invests will pay off.” Company A, SD 

 
“Sure, we evaluated the market size and how mature is the market.” 

 Company B, CCO 
 

Product demand and receptiveness 
 

Product demand and receptiveness were considered as directive factors when 
selecting potential markets especially when starting internationalization for the 
first time. Two organizations mentioned that before starting internationaliza-
tion operations, contacts from potential customers made organizations to follow 
the amount of contacts and the market where the contacts were coming from. 
Interest towards organizations was noted to have an influence on market selec-
tion since the demand for the products indicated, that there were potential cus-
tomers for the certain products and services.  

 
“Clearly we have been focusing on Sri Lanka and Southeast Asia and from 

 there all the neighbor countries. We know there is demand for our prod-
 ucts and in that demand we aim to answer.” Company A, CEO 

 
 “So, we can see all the time the amount of contacts and from which coun-
 tries do all these questions come from. And before we build up our own 
 office, we must have at least one customer from that market and it is  so 
 much harder to make a deal when you don’t have presence. But those 
 contacts prove that there is demand in that market.“ Company B, CEO 

 
Also, country receptiveness was considered as a factor that should be observed 
before starting internationalization. Two of the organizations gave an example 
how they had noticed why customer receptiveness is vital for the organization 
survival in a country. For example CEO from the company B explained, why 
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their solutions cannot be considered as valuable for the certain markets such as 
in Southeast Asia.  
 
 “Gross domestic product per person is vital. Because if the salaries in a 
 country are high, then it is more idea to start educating them as well - - For 
 example China, Vietnam or India are not very interesting markets for us 
 even the population in a country would be okay and there would be 
 demand for our products. - - But those are not potential markets 
 because our cost per user is high and those companies should have 
 money to pay for it.” Company B, CEO 
 
Also, CEO from the company C told, how they did not have realized to 
consider market receptiveness before the market entry and ended up paying a 
high price only because their products were not suitable for the potential 
customers.  
 

“In a paper the market seemed very potential and I think that it was good 
 that our Finpro consultant had contacted them, and it really showed that 
 they are interested in. But they just did not have the real ability to adopt 
 our products.” Company C, CEO  
 
Physical distance and culture 

 
When asking about the physical distance and its meaning for the market selec-
tion, none of the organizations did not mention market selection to occur by 
choosing the closest markets. Almost all the answers about physical distance 
emphasized the challenges that geographical distance brings within it but none 
of the organizations did not exclude the idea about market entry to geograph-
ically distant markets. Hence, physical distance was not considered as an obsta-
cle but more as a factor that brings challenges for the organization, for instance 
because of the time differences.   
 

“If you ask my wife, I think physical distance matters the most and is al-
 ways too long. But under these conditions, I have gotten used to it and I 
 cannot consider the situation without my local presence.”  

Company A, CEO 
 
“It (physical distance) is not an obstacle. But we should have considered it 

 more, how far you decide to go. It is quite hard to do night shifts when 
 you are also at the meetings in the morning as well as in the evenings. So, 
 it is not very light, so to say.” Company B, CCO 

 
 “Well it (physical distance) does influence a little bit. Or rather I would say 
 that not physical distance since we have more distance from here to south 
 Africa than to Malaysia, but the time difference is zero (0) so it is very 
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 convenient for us. So rather it is the time difference that influences and not 
 the physical distance.” Company C, CEO 

 
Then again cultural differences in a country were noticed more as factors that 
can have an influence on IMS. Results noted that in cases where a certain mar-
ket seems to offer ultimate possibility for the market entry, cultural issues are 
usually evaluated and entry to the market can be still done nevertheless cultural 
differences. As most of the organizations mentioned, cultural habits and busi-
ness procedures can be learned and those are not factors that have crucial influ-
ence on eventual market selection.  
 Nevertheless, cultural differences relating to country legislation and gov-
ernmental legislation were still considered as factors that may complicate busi-
ness operations and turn out as obstacles for business operations in a certain 
country. Even these cultural aspects were considered as challenges to expand 
and grow in a market, still two organizations mentioned that cultural issues 
remain as secondary if the market offers eventually ultimate possibilities. 

 
“No those doesn’t matter (cultural aspects). Maybe at the beginning you 

 evaluate but you certainly first want to check what are your possibilities to 
 survive there and it is just positive if culture matches so you enjoy your 
 time there also.” Company A, CEO 

 
“Well no, it (cultural differences) is not an obstacle. But if you think for ex

 ample China. - - it is quite challenging market and there are easier than 
 China. There is that regulation and administrative relations and even we 
 know it is a huge market - - it is a very challenging market. - - Cultural as-
 pects influence on priority but we are very opportunistic that if there are 
 good possibilities then culture is not the only determinant in there.”  

Company B, CCO 
 
“Well I don’t think that culture is an obstacle. - - But of course, culture 

 sets certain challenges. - - So, we did some research. And why for example 
 Germany was not a good option for us, is that they want all kind of tax 
 certificates with real  stamps and in our electronic world stamps are not 
 really a thing.” Company C, CEO 

4.2.2 The meaning of networks  

The meaning of networks and relationships varied when asking about the roles 
of relationships at the beginning of internationalization and when continuing 
international operations. It seemed, that before the first market entry, business 
networks and relationships were considered more remarkable than in the fol-
lowing business operations abroad. Nevertheless, the role of networks or con-
tacts were considered more as supportive than determinant for the market en-
try. As the interviewees told, networks and contacts may encourage organiza-
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tions to internationalize but their role for the total performance were not no-
ticed as significant.   
 

“Well those (networks) have had kind of supportive role. You get better
 picture about the culture and then of course some offer good relations. So, 
 you cannot either diminish their value.” Company A, CEO 

 
“We decided to enter markets in which we imagined that we would have 

 some relations. But eventually those networks did not help us at all. May-
 be those were just some kind of encouragement for us. And of course, for 
 example in States we did have some networks and a foundation. Maybe 
 without those we would not have been brave enough to enter the market, 
 even those did not help us at all. We had to do everything by our-
 selves.” Company B, CCO 

 
“I could say that those relations were not very suitable for us after all. 

 Some synergy advantages we had, that we knew some regulatory aspects 
 and so on. But particularly we have started this within the information we 
 are able to reach by ourselves.” Company C, CEO 

 
Also, one organization mentioned that at the beginning of the internationaliza-
tion existing relationships may direct market selection. For example, case com-
pany A had had some networks from their past and these old relations directed 
them to start building international operations in a certain country. Still, those 
relations were not noted as crucial for the eventual performance in a country.  

 
“Our company used to operate there (in Sri Lanka) before, and there were 

 some contacts and relationships which we could partly utilize when we 
 decided to go there again.” Company A, SD 

 
When asking about the networks and relationships and their role after the first 
international operations, answers varied between the companies. It appeared 
that the meaning for networks and relationships depended on the markets 
which organization was operating. For example, in developing countries net-
works were considered to have more significant role than in the European or in 
the US markets.  For example, company B who were operating mostly in Euro-
pean and the US markets told that they did had some networks in target mar-
kets, but those networks never really supported company in its internationali-
zation. Then again company A and C who both operated in developing markets 
pointed out, that the meaning of relationships was supportive and could even 
further internationalization especially in Southeast Asian and in the Middle 
East markets.  

 
 “If you have contacts especially in certain countries whether those are 
 central governmental level or something else, but if you have contacts to 
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 some persons, I have to say that it can speed the localization project in 
 couple years.” Company A, CEO 

 
“Well yes in later phases those matter, and the Middle East especially is a 

 market where we could not operate without a proper leader. And yes, in 
 developing countries networks are crucial. You can notice it in decision 
 making processes. - - You need to have your relations to get to speak in 
 events and to get enough auditors, real ones. And then you can network 
 with people who know enough about the subject.” Company C, CEO 

 
As a conclusion, it can be also mentioned, that none of the organizations did not 
have any significant relationships or networks before the internationalization. 
Hence the meaning of networks cannot be considered as crucial when entering 
international markets for the first time. It can be also noted that networks and 
relations do not ensure internationalization but might operate as encourage-
ment to start international expansion. Also, relations may direct market selec-
tion and have an influence on international performance when operating in cer-
tain markets, for example in developing countries. Then again, for example in 
developed countries the meaning of relationships remains as minimal.  

 
TABLE 5 IMS determinants and their impact on international performance 
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4.2.3 Models to internationalize 

When asking organizations when did the idea of going abroad had come up, it 
appeared that internationalization as an idea was something, that was 
considered already at the very early phase. Company B told that they realized 
that they needed to set up an office for the product development in Russia to 
succeed. Company C told that internationalization was not an option, it had 
been considered as a goal at the beginning. Then again company A had 
originally concentrated on international business in the 1970s-80s when the 
company was founded and now after concentrating on Finnish markets, 
company had decided to start reaching for international markets again.  
  
 “Well actually the organization originally concentrated on international 
 consultation in the 1970-80s. That is where the business originally started. 
 We made some software projects abroad and by that we actually ended up 
 doing business also in Finland nevertheless we are a Finnish company.” 
 Company A, CEO 
 
 “The company was founded in 2003 and it was 2010-2011 when we 
 started to plan and execute our first projects abroad.” Company B, CCO 
 
 “We saw Russia this way: we had lower wage costs in in Russia and very 
 skilled workforce in Petroskoi, only 300-400 kilometers from us. So, 
 when we set up an office there we turned on our product development. 
 If we would have stayed in Finland with Finnish wage costs, we would 
 have never managed it (internationalization).” Company B, CEO 
 
 “The company was founded in 2008 and our first international projects 
 started in 2012- 2013. We had had it all the time that we want to go there 
 (international markets).” Company C, CEO  
 
When asking about the models that organizations utilized when starting 
internationalization, the meaning of third parties, international fairs and events 
as well as partnering were noted. Still, the role of third parties appeared to stay 
more as supportive than eventually crucial for the final market entry. 
 
 “We participated all these EU- initiatives which helped us to make some 
 market research. It was quite rough market research, but it helped us to 
 get to know to these markets and make our own observations and create 
 contacts and so on.” Company A, SD 

 
 “We participated to this contest that aim was to build and show a 
 technology platform, which we developed for this contest. And we won 
 that contest. The main prize was that they took us in San Francisco to 
 present our demos and solutions in an event. - - on our way back home, 
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 we thought that this could be a big thing to go there. Next year we 
 decided to open an office there.” Company B, CCO 
 
Also, as the results showed, sequential internationalization models were not 
considered as best way to internationalize and instead of choosing the closest 
markets it seems that internationalization of SMEs starts by scanning potential 
market entries nevertheless the market location. More importantly interviewees 
pointed out that when starting internationalization, the most important is to 
achieve the first deals since those give credibility for the organization and sup-
port organization to reach for new customers.  

 
“Firstly, we need reference from international sector, so we would be able 

 to concept our goals and solutions which we could then start copying for 
 the new potential markets.” Company A, SD 

 
“You just have to work like crazy, so you will get in, because the first cus- 

 tomers are extremely important. - - Kind of the first customers are so 
 much harder to get and when you have five (5) or ten (10) customers, 
 then after that it is way easier.” Company B, CCO 

 
“We think that the most important is that in a certain market you have ref-

 erence customers. Then they will operate for you as brand ambassadors.” 
 Company C, CEO  

 
Also, it appeared that as the theories suggest, market entry itself can be done 
very quickly after the decision to go abroad has been done.  

 
” When we make the decision to enter (international markets), resources 

 are secured immediately.” Company A, CEO 
 
“For real, those have been very fast-tempo decisions that okay now we are 

 going to set up an organization there. For example, the United States hap-
 pened when we were once participating fairs in there to look for a retailer. 
 All the Americans took us so negatively and none of them wanted to  start 
 selling European products. The atmosphere there was anyhow very cold. 
 So, when sitting at airplane on our way back home we decided  that we 
 will set up an office and start operating there by ourselves. - - And 
 when we arrived back home, I told one of our founders that you should 
 move to US. And that’s it.” Company B, CEO 
 
When asking about the plans before the internationalization, results showed 
that more determined planning and concentration to certain markets seems to 
occur after the first market entries. One of the case companies even told an ex-
ample, how they had planned internationalization to start by entering to closer 
market near to Finland starting from the Norway. Eventually this project failed 
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to succeed nevertheless proper market researches. Hereby, it can be noted that 
systematic planning and idea of entering, for example physically close markets 
do not always ensure successful international performance. As all the organiza-
tions mentioned, after the first projects companies made more precise entry 
strategies by concentrating on certain market areas.  

 
“Well at first we just did those international gigs like one thing here and 

 other thing there. And it was just so awesome to get a customer from Cali-
 fornia. So those things did not really direct the company at first. But after 
 setting up an office to the States, we decided that in a one and half year 
 this will turn to profit. And we had an idea about the potential customers 
 and it started to be more determined, what our goals could be.”  
 Company B, CEO 

 
“We participated a lot to different kind of fairs and events, so eventually 

 we started to receive contacts from different countries. - - But now we are
 concentrating on markets in the Middle East. That is where we will con-
 centrate on. And we put way more effort in there than for example in 
 North Europe.” Company C, CEO 

 
All the interviewees mentioned presence in the local markets as most crucial 
factor to ensure successful perform in foreign markets. Presence in the foreign 
markets offer company ability to learn from the cultural procedures and adjust 
own operations into the foreign environment. Only one organization pointed 
out that in their solutions the local presence was not always necessary. This or-
ganization mentioned, that the factor that influences on the requirement of local 
presence is the operating language. If the solution can be delivered in English, 
local presence is not always required, but if the solutions need to be translated 
into country language, local presence and help of native speakers support or-
ganization to succeed in that certain market.  

 
“You need the local presence and local know-how. Also, local customer 

 knowledge and that exact market knowhow. You need those. - - Also, it 
 influences the amount of investments and timetable like how quickly you 
 manage to do the market entry. That is why we see it is important to have 
 local partners in some markets.” Company A, SD 

 
“We need to have our own presence in the market. If we look at the win-

 rate and calculate how many offers or cases we won, we won significantly 
 more in those countries where we have own people and in those coun-
 tries where we don’t have our own people it is very unlikely for us to win 
 even  we would do the whole selling process by ourselves.”  
 Company B, CCO 

 
“It was Norway we had to use Norwegian if operating with public sector. 

 In the Baltic countries we deliver everything in English, in Denmark eve- 
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 rything is in English. So mostly it determines which language we need 
 to use in a certain country.” Company C, CEO 

 
The results also pointed, that after the first internationalization projects, the ex-
perience in operating international markets gave an extra support for the organ-
izations to continue international expansion. Interviewees told, that first inter-
national operations gave an opportunity to learn about the internationalization 
as a process and potential partners and networks that may support internation-
alization. Also, suitable methods to enter easier towards new markets could be 
learned after the first projects. Even failures or confronted challenges could not 
influence on organizations willingness to continue international expansion. Or-
ganizations told that by mistaken they had learned how to avoid same mistakes 
in the following projects.  

 
“Sure it (experience from working abroad) makes things easier. You know 

 which path to walk and which contacts you should try to reach. So yes, it 
 makes things a lot easier.” Company A, CEO  

 
“Yes, it (experience) does influence. We know in which order things need 

 to be done and how to do a market entry.” Company B, CCO 
 
“It was clear from the beginning that there (international markets) we 

 want to go. - - It is not an obsession, but we have seen it that even we 
 would face some failures it won’t take our willingness to continue interna-
 tionalization. Neither the success, then we can just say that hey, we were 
 right. It is more this way that internationalization requires strong willing-
 ness to go  abroad. If you just push it won’t happen you need to have the 
 willingness to do it.” Company C, CEO 

 
Hence, above mentioned results indicate, that experience by operating interna-
tionally strengthen SMEs willingness to continue international business growth 
which can be also seen in their future goals.  

 
“Currently our aim is to open one office per year, if we just have financial-
ly capabilities. And next year we think that half of our returns comes from 
abroad.” Company B, CEO 

 
“I would say that in the future we are going put even more effort in inter-

 national markets. So, we certainly do consider our future to concentrate on 
 international sector.” Company C, CEO 
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FIGURE 13 Entry model factors supporting the internationalization of SMEs 

4.3 Barriers and challenges 

4.3.1 Financial barriers  

Financial resources in international operations can be determined as one of the 
biggest challenges for the SMEs’ internationalization. Entrepreneurs and man-
agement in a company has the biggest role to enable and offer the needed re-
sources. The meaning of financial resources was noted as the CEO from the 
company B told that nevertheless they would know there would be possible 
markets for them, financial resources prevent them to start internationalization.  

 
“Sure, it is a challenge for an organization like us, and I think it is a 
challenge for bigger organizations as well. - - Maybe financially is the 
hardest. We know what we need to do (regarding to internationalization) 
but the practical implementation depends on resources we don’t have. For 
example, if you want to enter to French speaking market - - we don’t have 
native speakers and we cannot buy translated text from the language 
office because it is not going to be high quality and all that. So, we just 
cannot go (enter to the market). Even we know we have good possibilities 
to sell in there but if you want to hire a new salesperson it is very quickly 
150 000 euros plus other costs and only for the one employee.”  
Company B, CEO  
 
“Of course, there are some financial challenges and funding challenges be-

 cause building a software and product development costs and those are 
 already payed. But the money comes with a long delay. So, there are cer-
 tain financial challenges in here.” Company C, CEO 
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Company C also pointed out that nevertheless management’s ability to ensure 
the needed resources, financial resources can be considered as a factor that not 
only prevent internationalization but may also delay ongoing internationaliza-
tion operations and require extra work from the management. Especially in cas-
es where the customer turns out to be challenging because of the cultural differ-
ences.   

 
“Those (financial challenges) are things that need to handle. But of course, 

 those have an influence on the timetable and the amount of investments.” 
 Company A, SD 

 
“Firstly, we evaluate the size of a customer. We evaluate whether the cus-

 tomer is big enough that it is worth trying to solve their problem. Or is the 
 customer  something that is not worth putting extra effort because it 
 might turn out that it will get so expensive and we are not both going to 
 benefit from the cooperation. - - and unfortunately, in some cases we need 
 lawyers to form contracts and then those contracts are too difficult to han-
 dle and those are really drags for the business.” Company C, CEO 

4.3.2 Managerial barriers  

The results showed that none of the organizations had confronted challenges 
relating to managerial capabilities. All the CEOs from three organizations 
expressed very intensively their interests towards internationalization by 
explaining, why they consider internationalization as an only way for the 
business growth and how they are ready to put an extra effort in 
internationalization operations even it might demand a lot of free time and 
travelling.  
 

“It (creating networks with foreign cultures) is so rewarding! You can 
learn from those and on the other hand it helps you to understand why 
some things or decision making goes differently than you thought. - - In 
worst years I have 205 travelling days and I don’t think it is the most 
convenient situation. Then again, I like the modern way of thinking, that 
you can utilize video meetings and so on.” Company C, CEO 

 
When asking about the interviewees willingness to get to know with foreign 
cultures or create networks with foreign people, all the interviewees noted 
network creation and learning about foreign cultures as pleasant, although in 
some cases a bit hard. Some of the interviewees told that the biggest challenges 
regarding to networking related strongly to the cultural differences and the lack 
of understanding of country manners. Cultural differences require extra effort 
and ability to stretch internationalization processes. 

 
“Well of course making new relations is always a long process.”  
Company  A, SD 
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“With French people we have learned now how to cooperate, with Ger-

 man people little by little, English people are easy but with Americans it 
 took quite a while to understand what means “yes”. For example, you 
 need to have three “yes” before they mean they are willing to proceed and 
 when they eventually say “no” then it means that it’s a deal.”   
 Company B, CCO 

 
“- - In some cultures, they may never say “no” to meetings but it does not 

 mean that they are willing to buy anything. You just offer coffee or tea 
 and you might do it for a year and wonder why nothing proceeds and 
 then you just realize you have been drinking coffee with a wrong person.” 
 Company C, CEO 
 
Also, even all the case companies have managed to enter international markets 
without a lot of previous experience from international business, it turned out 
that experience or extra help regarding to internationalization could support 
SMEs to internationalize. Two of the organizations mentioned that the help of 
third parties had supported them to research potential markets and create net-
works, but the eventual ability of how to enter and operate internationally had 
to be learned by themselves. One of the organizations confirmed this by stating 
that since they did not have any experience or support of how to international-
ize, they had to proceed everything by themselves and it gave a good oppor-
tunity to try what are the best methods of how to enter international markets. 
Nevertheless, he also mentioned that extra help would have maybe directed 
organization straight to the right operations.  

 
“Maybe, because there was really nobody to tell us how you should do 

 this (internationalization). Maybe kind of it was nice that you had this 
 possibility to think and learn by yourself but on the other hand, it would 
 have been nice if there were somebody to advice. So, we wouldn’t have hit 
 all the posts.” Company B, CCO 

 
Also, when asking about the future intentions to continue internationalization, 
previous experience from working abroad reinforced the willingness to expand 
internationally nevertheless challenges that organizations had confronted when 
starting internationalization. Hence it can be noted that the previous experience 
does not only influence on SMEs performance to operate internationally but 
also to their willingness to continue expansion.  

4.3.3 Firm specific barriers 

Firm specific barriers relating to the firm size were not mentioned. Instead of 
naming company size as a challenge, CCO from the company C pointed out, 
that SMEs should be proud of their achievements and show example for the 
other Finnish SMEs.  
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“It feels like it takes like a very long time or at least an eternity to go there 
 (expand internationally)! But then again, when you look afterwards, it’s 
 very little amount of resources we have made it and in some cases is have 
 required a little bit creativity or head standing before we have made it. - - 
 And after all, I am quite proud to say that nevertheless we come from a 
 small city from North-Karelia, international organizations can come any-
 where.” Company B, CCO  

 
Then again, firm specific barriers relating to strategical choices were noted. For 
example, Company B pointed out that the first challenges in internationaliza-
tion was simply to realize what is the best way to enter towards international 
markets. Company A continued this by confirming that firstly the challenges 
relate to the decision making, when is the right time to internationalize and 
how does it effect on organizational structures.  

 
“One thing is the decision-making process. It is not a small decision. You 

 need to reconsider the whole organizational structure and you must con-
 sider all these administrative matters and practical issues. - - There are 
 quite many things and the most challenging thing is to decide when will 
 we do it. - - It demands that the whole organizational structure needs to be 
 rearranged.” Company A, CEO 

 
“Well of course those first projects were not easy. In the first place the 

 idea that we are transforming our business from products to services 
 which is a very big change, and it is also difficult. And then internationali-
 zation is very challenging. So, there are no easy wins at all.”  
 Company B, CCO 

 
Also, since none of the organizations did not have a proper experience from 
working internationally, processes relating to internationalization had to be 
learned and mistakes were made particularly at the beginning of internationali-
zation.  
 
 “Well at first, we had this kind of canal idea, which we realized after two 
 years that it did not work. - - Our next idea was that we would have a re-
 tailer, who would know the technology and could deliver it. We received 
 few sales, but it did not work either. Which we have managed is that we 
 must have local presence.” Company B, CCO 

 
“Well it was not as potential as it seemed according to our market re-

 searches. Norway was not as we expected. Good example is that we did 
 not realize that they don’t have electronic invoicing. - - So, we thought that 
 all the Nordic countries are at the same level in information technology 
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 solutions, so we did not realize in any point that Norway was a total 
 backwater.” Company C, CEO 

 
Firm specific barriers can be also related to the challenges relating to the infor-
mation flow inside the organization. As mentioned earlier, two of the organiza-
tions pointed that nevertheless their aims to inform about the internationaliza-
tion, not everybody inside the company seem to be aware about the interna-
tional projects. Only one of the organizations mentioned that information inside 
the organization was managed well.  
 Additionally, firm-specific challenges were also related to the challenges 
of how to confirm the continuance of internationalization and how to enter to-
wards new markets. These challenges can be combined to the concepting and 
the ability to copy solutions from one country to another.  

 
 “We need to look market by market. Where we can copy our solutions and 
 products, it matters.” Company A, CEO 

 
“I think our challenges are systematic and concern delivery, sales and 

 marketing operations as well as how to organize customer support. I refer 
 to the support of how to keep our customer satisfied so they will spread 
 their satisfaction among others.” Company B, CCO  

4.3.4 Market-based barriers 

Market-based challenges related mostly to the foreign country regulation and 
legislation. Most of the interviewees mentioned, that cultural habits can be 
learned but some legislation matters may prevent the business operations total-
ly. Country regulations and laws also require extra effort from the organiza-
tions and might have in influence on timetables as well as the model of entry.  

 
“There is always some local laws and regulations that we need to take into 

 account and operate with. Those are things that just need to take care, but 
 those always also influence on the timetables and the amount if invest-
 ments.” Company A, SD 

 
 “For example, now we operate in Germany and the data need to be in 
 Germany. Our contracts need to be done with German companies, so we 
 need to have a German organization or others they will not agree to sign 
 the papers if we don’t have a local office there.” Company B, CEO 

 
“There were a lot of national regulation. And taking into consideration of 

 it caused quite a many grey hairs so to say. - - For example, some consider 
 Finnish market as a huge risk because Russia is so close to us. Basically, 
 they do not want to keep secured data in Finnish server rooms, because 
 they are afraid of signal reconnaissance that can be done in Finland.” 
 Company C, CEO 
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Also, all the organizations noted that even internationalization offer more pos-
sibilities for the business growth, it will also set challenges that cannot be pre-
pared because of the political uncertainty. Especially company B brought out 
their concerns regarding to political situations in a country and their impact on 
business operations.  
   

“If we could forecast all the political aspects in advance, it would be great. 
 But we did not guess that Brexit could happen since we operate there, and 
 it will certainly influence on us. We could not forecast the current Presi-
 dent of the United Stated, when we founded an office there. So political 
 risks are hard to know in advance.” Company B, CEO 
 
When asking about the timetables that organizations had planned for the inter-
nationalization it appeared that internationalization is slower process than or-
ganizations assumed. As the CEO from the company C noted, eventually pro-
cesses in abroad happens slower than expected and the planned timetables use 
to stretch.  

 
“Well, all those (timetables) failed. Every single one stretches. And I have 

 to say that we were a bit too over-optimistic.” Company C, CEO 

4.3.5 Industry specific barriers 

None of the organizations mentioned that competition would have been an ob-
stacle for the internationalization. Competition can be though considered as a 
challenging market factor. Also, technology seemed to offer only opportunities 
especially in developing countries. Only one organization brought out chal-
lenges concerning technology when considering international operations in cer-
tain countries. As CEO from the company C told, some countries cannot be con-
sidered as expansion targets because of the lacks in IT-industry.  

 
“Maybe if in some country the intellectual property laws and protection 

 are low, we cannot take our servers there. - - Then we have for example 
 certain Arabian public operators who want to be our customers and then 
 they demand English as well as Arabic services. It is not only because of 
 the laws but also their heritage that everything need to be in their own 
 language. So, in these cases we need to evaluate whether we are willing to 
 take the services or not but then we just do it in Arabic there is nothing 
 else we can do.” Company C, CEO 

 
TABLE 6 Results of the barriers and challenges 
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BARRIER                   

 

 
CONTENT OF THE BARRIER 
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CHALLENGING 

 
FINANCIAL 
BARRIERS 
 

 

• Financial resources 

• Costs of international operations 

• Limited access to capital and credit 
 

 
X 
X 
X 

 
MANAGERIAL  
BARRIERS 
 

 

• Entrepreneurial attitude 

• Previous experience in international opera-
tions 

• Difficulties to cooperate with partners and  
networks 

 

 
 
 
 
 

 
FIRM  
SPECIFIC  
BARRIERS 
 

 

• Company size and productivity 

• Strategic obstacles 

• Operational obstacles 

• Informational obstacles 

• Process- based obstacles 
 

 
 

X 
 
X 
X 

 
MARKET- 
BASED  
BARRIERS 
 

 

• Environmental perception 

• Economic environment 

• Market regulation and legislation 

• Cultural differences (physical distance) 

• Domestic market players and access to distri-
bution 

 

 
X 
 
X 
X 
 

 
INDUSTRY 
SPECIFIC  
BARRIERS 
 

 

• Competition 

• Technology 
 

 
 

X 

 

4.4 International performance of IT-SMEs.  

Nevertheless, challenges or risks that case companies had come across during 
their internationalization, results pointed that the most determinant factor to 
ensure successful international performance depends on the company’s strong 
attitude to enter international markets. As all the CEOs showed their willing-
ness to expand business internationally, challenges or barriers were not consid-
ered as obstacles that would have an influence on company’s ability to continue 
internationalization.  
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“I don’t think we have any challenges or I don’t consider those as chal-
 lenges. I would prefer say that those are things that need to be handled.” 
 Company A, CEO 

 
“Eventually it is just a decision to do it (internationalize). If you do it by 
putting only half effort and wonder that it could happen, it never happens. 
You just must decide that this it is what we are going to do, and this is 
where we are going to concentrate on all our money and then we just see 
what happens and if does not happen then we will do it until we succeed. 
There is no any other way. You just have to decide that now we are going 
to do it and that’s it.” Company B, CEO 

 
“No, those (challenges) don’t really have an influence. Mostly those are

 something you just must find a suitable way to handle.”  
Company C, CEO 
 

In conclusion it can be mentioned that the meaning of managerial attitude and 
willingness to take the organization abroad is the strongest determinant that 
support SMEs to internationalize and perform internationally. Eventually en-
trepreneurs and management are the key promoters who offer capabilities and 
resources for the SMEs internationalization. In addition of that, it can be men-
tioned that comprehensive market researches connected to the strategic interna-
tional market selection enhance company to obtain reference and avoid possible 
challenges relating to the market factors. International resources, networking 
and local presence in the market support organization to enter and adjust to the 
new business culture and operate in a foreign country. Help of third parties 
such as Business Finland or Finpro help organizations when choosing first mar-
kets and creating relationships. Still, their role for the international performance 
of SMEs can be only considered as supportive. 
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5 CONCLUSION   

The aim of this research was to explore international performance of Finnish 
SMEs by utilizing international performance model according to Amal & Filho 
(2009). As the theory suggest, international performance of SMEs can be consid-
ered to consists of entrepreneurship, network relationship and strategies of in-
ternationalization. To research their meaning and impact on the SMEs’ interna-
tionalization, first research question was defined to answer:  
  
1. Which determinants support international performance of SMEs? 

 
To provide answers for the first research question, four sub questions were ap-
plied:  
 

• What are the most crucial entrepreneurial capabilities and resources for the 
international performance of SMEs? 

• Which international market selection factors are considered as crucial for the 
international performance of SMEs? 

• What is the meaning of networks for SMEs’ internationalization?  

• What kind of entry models support SMEs to enter and grow in foreign mar-
kets? 

 
Within these questions, determinants regarding to international perfor-

mance of SMEs could be explored. In addition, since the international perfor-
mance model according to Amal and Filho (2009) doesn’t consider possible 
challenges relating to SMEs’ internationalization, model about the challenges 
and barriers modified by Shaw and Darroch (2004) were added. Relating to the 
importance of understanding the meaning of challenges and barriers as signifi-
cant part of international performance, second main research question was de-
fined to determine:  

 
2. What are the main barriers to the SMEs’ internationalization? 
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Answers for the research questions and the conclusion of this research follow 
the structure of the results and are presented according to it (see figure 14). 

 
 
 
 
 
 
 
        
 
 
 
 
FIGURE 14 Structure of the conclusion 

5.1 Theoretical contributions 

The first main research question of this study was approached by researching 
the meaning of entrepreneurship, network relationship and strategies of inter-
nationalization. As Amal and Filho (2009) suggest, entrepreneurial resources 
can be determined as one of the most crucial determinants that support SMEs 
towards internationalization and ensure the success in international markets. 
Results in this study confirmed this by showing how meaningful is the role that 
management or entrepreneurs have especially at the beginning of the interna-
tionalization. As the results indicated, entrepreneurs or the management in an 
organization operate as key players who create networks and enable the needed 
internal as well as external resources. Also, McDougall and Oviatt (2000, 209) 
note that “international entrepreneurship is a combination of innovative, proac-
tive, and risk- seeking behavior that crosses national borders and is intended to 
create value in organizations”. Results confirmed this by pointing entrepre-
neurs or management as persons who are willing and capable to lead interna-
tional operations and can make decisions regarding to internationalization nev-
ertheless their lack of international experience. From this point of view, the re-
sults pointed that previous experience from international business or industry-
specific know-how were not considered as remarkable factors to influence on 
international performance. More importantly, entrepreneurial innovativeness, 
risks-seeking attitude, ability to offer financial capital and capability to control 
the risks relating to internationalization were considered as significant factors to 
influence on international performance of SMEs.  
 When considering the IMS of SMEs, systematic international market selec-
tion was not mentioned as crucial for the international performance. Even the 
traditional theorists Johanson and Vahlne (2003) suggests the market selection 
for the SMEs as a systematic process, the results point that the IMS and the 
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whole internationalization of SMEs is more strategic. Reasons and motives to 
internationalize relate strongly to the organization’s willingness for the bigger 
growth and market shares. Physical distance and cultural aspects have an influ-
ence on easiness of access and ability to operate in the market. Hence when en-
tering international markets for the first time, easiness of access and customer 
receptiveness were considered as most crucial market determinants. Easiness of 
access to the market support organization to reach the first market entry and 
support SMEs in their future internationalization operations by giving the 
needed reference. This support the ideology that Äijö (2008, 101) presents about 
the market selection process by stating that “company choices the most poten-
tial markets according to which markets offer the biggest potential in sales and 
revenues when choosing the most suitable products and services”. Hereby 
SMEs preferably choose markets which can be easily reached, offer possibility 
for the business growth and give company the needed reference for the future 
internationalization operations.  
 Results about the physical distance did not confirm the traditional interna-
tional theories which present internationalization of SMEs as a sequential pro-
cess where organizations enter first physically close markets by learning and 
utilizing the help of networks (Johanson & Vahlne, 2003). In this study, results 
showed that markets were not chosen according to the networks. Instead, net-
works and relationships were mentioned only as supportive players that en-
courage SMEs towards internationalization but their role for the international 
performance itself were considered as minor. Nevertheless, the meaning of 
networks for the international expansion after the first market entry varied. In 
developing countries relationships with market operators were considered 
more crucial than for example in developed countries. Relating to this, the 
meaning of networks and relationships cannot be considered as crucial as Che 
Senik et al. (2011) and Håkansson and Ford (2002) suggest, but their role for the 
SMEs’ international performance cannot be still underestimated.  
 Models that support SMEs to internationalize confirmed more theories 
about the international new ventures (Oviatt & McDougal, 1993; 2005) and net-
working (Che Senik et al., 2011). Results showed that it is typical for the SMEs 
to start considering internationalization and enter foreign markets at their early 
age. Different fairs, events and third parties such as Business Finland, Finpro, 
EU-gateway etc. can be considered as supportive partners to encourage to-
wards internationalization. Business relationships are also noted as supportive, 
for example in the cases where SME has the need for external resources. After 
the first market entries, market selection occurs more as geographically focus-
ing on strategically important markets than by following networks. In addition, 
localization and presence in the host market are considered as one of the most 
crucial determinants to ensure successful performance in the target market. Lo-
calization can be related to the learning processes that Johanson and Vahlne 
(2003) emphasize in their model. By focusing on certain markets, business prac-
tices and networking can be learned, and the future internationalization sup-
ported within this learning.  
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When considering the challenges and barriers results did not confirm the 
idea that Shaw and Darroch (2004) suggest how possible market entry barriers 
will have an influence on company’s willingness and the level of involvement 
to go abroad. On the contrary, it seems that SMEs’ strong willingness support 
organizations to enter markets despite challenges or barriers they confront. It 
can be still mentioned, that since the limited amount of financial resources that 
SMEs suffer, SMEs are forced to evaluate their expansion targets in a more pre-
cise level. Also, firm specific barriers challenge SMEs’ internationalization. 
These challenges relate strongly to the lack of knowledge of how to enter mar-
kets and organize firm’s internal processes and strategies. Here the role of a 
management or entrepreneurs is to ensure sufficient information flow and 
needed resources to manage internationalization. It can be also mentioned that 
even cultural aspects and physical distance were not considered as obstacles, 
especially time differences, market legislation and regulation challenge SMEs 
by requiring extra work and flexibility in timetables. 

5.2 Managerial implications 

From the managerial point of view, this study offers useful information for the 
SMEs who consider internationalization. As Awuah et al. (2011) note, by 
exploring individual factors the determinants relating to international 
performance of SMEs can be understood. Hence this study aims to encourage 
other Finnish organizations to internationalize by offering information about 
the internationalization of SMEs and real case organizations’ experiences from 
working abroad. 
 Globally integrated markets and the tightening competition push SMEs 
increasingly towards international markets (Johanson & Vahlne, 2003). 
Nevertheless, Finland is a small market and it doesn’t offer same business 
volume and potential as international markets do especially for the SMEs 
working among IT- industry. So, when starting business in Finland it is crucial 
to acknowledge that internationalization may be the only solution to achieve 
business growth. Willingness to expand internationally can be considered to 
begin by the decision made by entrepreneur or management. Also, Amal and 
Filho (2009) emphasize the meaning of entrepreneur as crucial for the SMEs’ 
international performance. Relating to this, it can be noted that 
internationalization requires a strong willingness to internationalize from the 
company management and its ability to enhance internationalization in an 
organization. It is vital for the international performance that the 
entrepreneur/management in an organization obtain the needed managerial 
skills to evaluate and manage international business so the resources for the 
expansion are secured. Westhead et al. (2001) confirm this by pointing, that the 
role for the entrepreneur is indeed to offer the needed resources. This consider 
both, internal and external as well as intangible and tangible resources. 
Especially entrepreneur’s ability to support internal resources and for example 
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the information flow inside organization is crucial, so the whole firm is oriented 
towards internationalization.   
 Even though various international theories emphasize the meaning of 
networks and relationships in internationalization of SMEs (Che Senik, et al., 
2011; Amal & Filho, 2009), results note that their role remains only as 
supportive. Management should understand, that networks and relationships 
are required to formulate to learn about the potential markets and customers 
but their eventual meaning for the market entry cannot be acknowledged. Still 
networks seem to support some organizations in their following 
internationalization operations after the first market entries. When operating in 
developing countries the meaning of networks is more significant than for 
example in the European markets.   
 Since the internationalization and international market selection of SMEs 
is considered more as strategic (Ojala, 2009) and the potential target markets are 
not considered according to the physical distance, there is still a need for 
recognizing of how physical distance challenges SMEs from the practical point 
of view. For instance, even the company utilizes electronic tools and 
teleworking, physical distance set challenges for the SMEs especially because of 
the time differences. Also, cultural differences such as language requirements, 
legislation and regulation in a host market set a demand for the local presence. 
Hence it can be noted that the local presence in some countries do not only 
support business operations but can be considered as prerequisite to operate in 
certain countries.  
 As a conclusion it can be mentioned that before the internationalization 
begins in an organization there are multiple determinants that should be taken 
into consideration by the company management. As Äijö (2008, 60, 100) 
presents, the lack of knowledge about the competitors, potential customers as 
well as market development create barriers or may even prevent possible 
internationalization operations. Hence comprehensive analyses about the 
markets support organization to evaluate and consider the determinants 
relating to the market. After the evaluation process managerial ability to lead, 
enable the needed resources and control risks as well as challenges support 
SMEs to perform internationally.    

5.3 Evaluation of the research 

To evaluate how reliable the conducted research is, validity and reliability are 
used as criterion that measure trustworthy of the results in the study. Validity 
measures the research topic and evaluates whether the study is concentrated on 
studying what it is meant to research. Validity can be separated into external 
and internal. External validity measures whether the gathered results can be 
generalized. This concern the evaluation of the selected research frame and the 
chosen sample according to research goals. Internal validity can be evaluated 
by considering, whether the selected theories and concepts are right and 
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whether the chosen methodology supports the research goal. Hence, internal 
validity measures the research itself by evaluating whether the selected theories 
and concepts are extensive enough. (Metsämuuronen, 2006, 55, 115.)  

When considering the internal validity of this research, it can be men-
tioned that the chosen theories and methodology supports the aim of this study. 
Theories have been chosen after learning comprehensively literature about the 
internationalization of SMEs. Concepts of this study have been explained, and 
the research questions determined according to the theorical frame. When con-
sidering the external validity of this research it can be mentioned that the crite-
rion for the case organizations were defined well and all the case organizations 
were evaluated and chosen carefully. Since the aim of this research was to ex-
plore and offer information about the determinants that can be considered as 
crucial for the SMEs’ international performance, it can be noted that there is no 
need to generalize the results. It is vital to understand that even all the organi-
zations worked among IT- industry their services and products were different 
and some of them had concentrated on operating in Asian markets and some in 
Europe. Hence it can be noted that the purpose of this study is more to deepen 
understanding and offer information that supports other SMEs in their interna-
tionalization processes than generalize the results.  

Reliability of the study indicates how well the chosen methodology 
measures the researched topic when using the same instrument and same sub-
jects for many times. Hereby reliability of the research evaluates the repeatabil-
ity of the chosen instruments and subjects. (Metsämuuronen, 2006, 115.) To 
strengthen the reliability of this research, there were certain criterion that all the 
interviewees had to fulfill before participating in this study. All the case organi-
zations had to deliver the definition of a SME and they all had to have ongoing 
international business operations and experience from working abroad. To en-
sure the needed experience, one criterion was that all the organizations had to 
have at least one office abroad. Interviewees were also selected by choosing the 
persons, who were evaluated to know most about the international operations 
in an organization.  

Regarding to this, it can be mentioned that the reliability of the research 
was good. All the interviewees were able to give valuable answers and tell in a 
precise level about the internationalization operations in their organization. Al-
together it can be noted that nevertheless one of the interviewees were not able 
to participate in this study, three case organizations and five participants of-
fered the needed data for this research. 

5.4 Limitations and future research suggestions 

The first limitation in this research concerns the sample of the research. Since 
the amount of the case organizations was relatively small, the results cannot be 
generalized. If the amount of case organizations would have been greater, there 
would have been possibility to generalize the results. Finding and interviewing 
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more organizations would have taken a lot of time and since the results never-
theless started to repeat, the decision was made to stay in three organizations.  
 Second limitation of this research relates to the complexity and the object 
of the research. Even though all the organizations were IT-organizations, they 
operated in different markets which influenced a little bit on their answers for 
example, when asking about the meaning of relationships and networks. Also, 
since there is a lot of previous internationalization theories, all the perspectives 
were not able to consider in this research and only some of the theories had to 
be chosen. This mean that some perspectives had to be excluded from this re-
search.   
 About the future research suggestions. Since the study target of this study 
was small and it concentrated on exploring internationalization of IT-
enterprises working among B2B sector, the future researches could concentrate 
on examining larger samples and organizations from different industries. Inter-
esting perspective would be also to investigate internationalization of Finnish 
B2C organizations for example by comparing the internationalization of B2B 
and B2C SMEs. Also, as the European Union and several studies present SMEs’ 
role for the nation’s wealth as significant, it would be important in the future to 
pay attention more on SMEs internationalization processes for example by ex-
amining their total value for the nations from the economic point of view.  
 Because Finland as a market is small and most of the Finnish organiza-
tions are SMEs, it would be beneficial for the whole country to study more 
about internationalization of Finnish organizations to support their internation-
alization in the future. The perspectives could concentrate on examining the 
meaning of marketing and social media platforms and how these could support 
SMEs to promote their visibility among international markets and international 
customers. Researches and success stories about SMEs internationalization 
would also operate as encouragements for the other Finnish organizations. This 
could then again increase the awareness of Finnish professionality among in-
ternational operators and spread knowledge about Finnish knowhow and skills.  
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APPENDICES 

APPENDIX 1 – Interview questions 
 

Basic questions 
 

1. What is your role in this company? 
 
2. What is your role when concerning international operations? 
 
3. Which year was this company founded? 
 
4. In which year the idea to go international markets came up for the first 
time? 
 
5. In which year the first international projects/business started? 
 
6. In how many countries do you operate? 

 
Modes 
  

7. Could you tell me about the company reasons and goals regarding to in-

ternationalization? 

 

8. Where did the idea to go international come up and in which year? 

• Could you tell me about the first international project in this organiza-

tion? 

 

9. Which factors do you consider as determinants that ensured the entry to 

the international markets? 

 

10. Could you describe, how did the first market entry influence on com-

pany’s future intentions regarding to internationalization?  

 

11. At the beginning of internationalization, what kind of goals did the 

company have regarding to international expansion? 

• Goals regarding to markets? 

• Goals regarding to timetables? 

 

12. How has the company succeeded to stay in these timetables and goals?  

 

13. Are you constantly searching for new potential markets? 
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14. Is the organization concentrated on operating in a certain market-area 
or does the company see all the markets as potential targets? 

 
Market selection 
 

15. Could you tell me about the market selection process? 
 

16. Before the internationalization, were there conducted any market re-

searches about the potential markets?  

• If yes, what were the criteria you evaluated in a target market? 

 

17. Which was the first market you succeeded to expand? 

 

18. Which factors influenced on your decision to expand to that market? 

 

19. What about after the first market entry, which markets did you decide 

to continue expansion? 

• Why exactly to these markets? 

 

20. What about the cultural issues (political, economic situation etc.) re-

garding to market selection. Did cultural differences have an influence on 

market selection? 

 

21. What about the physical distance. Could you describe how the physi-

cal distance influenced on market selection? 

 

22. Before the international expansion, did the company have any net-

works or partners abroad?  

• Did these business networks influence on the market selection process? 

• If yes, could you describe how? 

Entrepreneurship – Resource- Based View 
 

23. How would you describe resources company has in the light of inter-

nationalization (skills and knowhow, personnel, finance, networks)? 

 

24. How would you describe the role of management/entrepreneur in the 

light of internationalization? 

 

25. Did the company management/entrepreneur have previous experi-

ence from international business?  

• What kind of experience? 
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• How has the previous experience influenced on your ability to manage 

internationalization in this company? 

 

26. Is the company actively seeking for new networks or business partners 

abroad? 

 

27. Who in the company particularly seeks for these new networks or 

partners? 

 

28. Do you personally enjoy creating new relationships and exploring new 

cultures? 

 

29. Do you consider internationalization as a huge risk but still as a risk 

that is worth taking? 

 

30. What about the information regarding to international operations, do 

all the personnel in a company know what is happening in international 

sector? 

 

31. How would you describe the attitude of personnel regarding to inter-

nationalization in a company?  

 

32. Do you consider their attitude as positive or negative? 

• Why negative/positive? 

 
Networks 
 

33. How would you describe the role that networks had when starting in-

ternationalization? 

 

34. What about after the first expansion, what kind of role did the relation-

ships and networks have when continuing the expansion to the next mar-

kets? 

 

35. Where did these relations/networks come from? 

 

36. After the first international expansion, how did the first internationali-

zation project influence on company’s willingness to continue expansion? 

 

37. Could you describe how has the experience of working internationally 

influenced on company performance especially when comparing the first 

expansion and the coming market expansions? 
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Barriers 
 

38. What kind of barriers did the company confront at the beginning of the 

internationalization? 

• Internal challenges? 

• External challenges? 

 

39. How did these challenges or barriers influence on company intention 

to continue internationalization especially when the organization was en-

tering to new markets for the first time? 

 

40. What about after the first market entry, have the company confronted 

new or different kind of challenges than at the beginning of the interna-

tionalization? 

• Internal challenges? 

• External challenges? 

 

41. How have the company managed with the challenges or barriers?  

 
 
 
 
 


