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III 

POVZETEK 

Doktorska disertacija je osredotočena na strategije internacionalizacije malih in srednje 

velikih podjetij (MSP) v okviru trga Združenih arabskih emiratov s posebnim poudarkom na 

dejavnikih in moderatorjih, ki vplivajo na odločitev o načinu vstopa na tuji trg, ter uspešnostjo 

podjetja na tem trgu. Posebna pozornost je namenjena vrstam konkurenčnih prednosti, 

zmožnostim podjetij, njihovim poslovnim mrežam ter kulturnim, psihološkim, 

institucionalnim, administrativnim, ekonomskim in geografskim dimenzijam razdalje med 

domačim in tujim trgom. Ti dejavniki in moderatorji odločitve o načinu vstopa na tuji trg in 

na uspešnost podjetja so tudi prikazani v predlaganem konceptualnem modelu. V empiričnem 

delu je predstavljena raziskava z rezultati analize, ki so tudi obravnavani v sklepu. 

Ključne besede: konkurenčne prednosti, zmožnosti podjetja, poslovne mreže, način vstopa, 

uspešnost, kulturna razdalja, psihološka razdalja, geografska razdalja, značilnosti tujega trga. 

 

SUMMARY 

This doctoral dissertation focuses on the internationalisation strategies of small and medium-

sized enterprises (SMEs) in the United Arab Emirates market, specifically determinants and 

moderators of foreign market entry mode choice and their corresponding performance. We 

pay particular attention to types of competitive advantage, firm capabilities and their network 

ties, as well as the cultural, psychic, institutional, administrative, economic, and geographic 

distance dimensions between a firm’s home and host country. The determinants and 

moderators regarding the choice of foreign market entry mode and firm performance are also 

presented in the proposed conceptual model. Research and analytical results are presented in 

the empirical section, which are also discussed in the conclusion. 

Key words: competitive advantage, firm capabilities, network ties, market entry mode, firm 

performance, cultural distance, psychic distance, geographic distance, host country 

characteristics. 
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1 INTRODUCTION 

Firm internationalisation is a bedrock research area within the discipline of international 

business (IB) (Laanti, Gabrielsson and Gabrielsson 2007). Even though small and medium-

sized enterprises (SMEs) have started to face similar problems with internationalisation and 

operations in international markets as those of multinational enterprises (MNEs) (Ruzzier, 

Antončič and Konečnik 2006), there are some particularities regarding their 

internationalisation compared to MNEs. In SMEs, decision-makers' knowledge, attitudes, 

motivation, and other characteristics (Chetty and Campbell-Hunt 2003; Aharoni, Tihanyi and 

Connelly 2011), as well as business networks, resources, international orientation, financial 

internationalisation and other aspects associated with their international expansion (Cerrato, 

Crosato and Depperu 2016) play a key role in the decisions and strategies surrounding 

internationalisation. Consequently, operations and decision-making processes in SMEs are 

different than those in MNEs due to their unique characteristics regarding their size and 

owners/managers’ characteristics (e.g. Dow, Liesch and Welch 2018; Gilmore, Carson and 

Grant 2001; Knight and Kim 2009). Some of these characteristics also have an impact on their 

level of control, risk, and resource commitment, which in turn impacts their 

internationalisation strategies (Laufs and Schwens 2014). Most often, export is the preferred 

mode of foreign market entry for SMEs (Tan, Brewer and Liesch 2018; Yurdagul et al. 2012).  

Due to SME's constraints in terms of available resources, the development of new products 

and services (Pullen et al. 2009) and SMEs’ competences play a significant role in their 

internationalisation strategies (Knight and Cavusgil 2004; Knight and Kim 2009; Zahra, 

Ireland and Hitt 2000).  More importantly however, SMEs are characterised by different 

processes (Dow, Liesch and Welch 2018; Tan, Brewer and Liesch 2018), factors (Ruzzier, 

Antončič and Konečnik 2006) and archetypes (Cerrato, Crosato and Depperu 2016) in relation 

to their internationalisation. At the same time, they also need to minimise costs, as they have 

greater financial constraints than MNEs and often do not have other products or services to 

compensate for an eventual lack of sales (Pullen et al. 2009). Another specific aspect of SMEs 

is that their sales and marketing activities are usually carried out through personal contact 

networks, which represent a significant source of competitive advantage that is important for 

the firm’s success in foreign markets (Gilmore, Carson and Grant 2001), particularly in 

emerging markets (Hitt, Lee and Yucel 2002). 

Within emerging markets, we focus our research on the United Arab Emirates (UAE), which 

has a fast-developing economy and serves as a dynamic and favourable meeting point for 

businesses (Lawes 2014). Due to its strategic location between Europe, Asia, and Africa, as 

well as other country characteristics, the UAE serves as a regional hub for many international 

businesses (Lawes 2014). In this market, the specific business culture resulting primarily from 

Arab culture, requires businesses to establish solid network ties with local business partners 
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by developing trust through consistent and respectful behaviour over time (Marsh 2015). 

Studies in IB discipline in this market are very limited, both for MNEs and SMEs, and 

considering the very specific characteristics present in the market concerning its advantageous 

location, economic situation, and multinational population, this market represents a unique 

context for IB research.  

Firms deciding to enter foreign markets are concerned primarily with three important choices: 

which markets to enter, how to enter (Lee and Lieberman 2010; Morschett, Schramm-Klein 

and Swoboda 2010; Nisar et al. 2012) and when to enter (Antončič and Hisrich 2001; 

Hilmersson and Johanson 2016). With reference to market entry modes (MEM), the choice 

between a sole venture or a joint venture (JV) represents a critical decision, as it may impact a 

firm’s success in the foreign market (Agarwal and Ramaswami 1992; Anderson and Gatignon 

1986; Erramilli and Rao 1993). In this regard, SMEs need to be particularly cautious in their 

foreign MEM choice, as they tend to have limited resources and usually lack international 

experience, skills, and know-how (Collinson and Houlden 2005; Oviatt and Phillips 

McDougall 1994; Pinho 2007). Authors from this field study foreign market entry strategies 

and MEM choices, but in most cases, they focus on specific determinants of MEM choice, 

where a sequence of antecedents and determinants, as well as a market-related and firm-

related context is not properly considered and evaluated. Therefore, in our research we try to 

analyse in greater depth the sequence of antecedents and determinants leading SMEs to enter 

or exit the UAE market based on SME, owner/decision-maker, and home and host country 

characteristics. 

Within foreign market entry strategy, we are also interested in the ‘born global’ concept, 

which has been researched in the last two decades (e.g. Laanti, Gabrielsson and Gabrielsson 

2007, Oviatt and Phillips McDougall 1994; Nisar et al. 2012; Rhee 2008). In this area, we are 

particularly interested in Nisar et al. (2012) arguments about born global being in most cases 

related to high-tech firms or Rugman, Verbeke and Nguyen (2011) arguments about born 

global being limited to a few IT firms from India and Israel. Considering the latest 

developments in IB discipline and technology, we anticipate different results. 

Firm performance is a very important aspect of IB and a key construct in management, IB and 

other fields. Performance is one of the objectives of a firm’s international expansion and is 

commonly used as the final dependent variable (Santos and Brito 2012). Financial 

performance (Al-Matari, Al-Swidi and Fadzil 2014, Kim, Hwang and Burgers 1989; Zou, 

Taylor and Osland 1998) has been predominantly used to measure firm performance, 

however, in the last few decades, we have witnessed an increase in other non-financial 

measures of firm performance, such as strategic performance indicators (Kaplan 2001), 

particularly a firm’s long-term competitiveness (Rašković and Makovec Brenčič 2013; Yiu, 

Lau and Bruton 2007; Zou, Taylor and Osland 1998), management satisfaction indicators 

(Akyol and Akehurst 2003), export performance indicators (Chiao, Yang and Yu 2006), and 
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customer satisfaction indicators, as well as employee satisfaction, social performance, and 

environmental performance (Santos and Brito 2012).  

Another area of focus in IB studies is represented by firms’ various types of competitive 

advantage (CA). Although creating and maintaining sustainable CAs is one of the key 

objectives of a firm’s strategic management (Biloslavo et al. 2012), this is even more 

important for internationalising firms that need to be able to compete in foreign markets with 

established or incumbent firms. Related to CA, a firm’s resources and capabilities represent 

another important element in IB studies. In line with the Resource-Based View (RBV) theory, 

a firm’s resources and capabilities are at the core of its business strategy development as they 

are the primary sources of firm performance (Grant 1991). With reference to Cas (Buckley 

and Ghauri 1993; Pleitner, Brunner and Haberssat 1998; Ruzzier and Konečnik Ruzzier 2006) 

and capabilities, (Grant 1991) and their impact on MEM choice, our research focuses in more 

detail on how these types of CA impact MEM choice. 

Another recent approach in IB is represented by network theory, where networks are 

considered the starting point in a firm’s internationalisation analysis (Ruzzier, Hisrich and 

Antončič 2006). Due to the fact that ability to succeed in a foreign market is dependent on a 

firm’s ability to overcome the obstacles facing them in terms of building business 

relationships embedded in the surrounding institutional environment (Hilmersson 2009), a 

firm’s network represents a significant success factor in the entry into foreign markets 

(Yoshino and Rangan 1995) in overcoming the barriers of the foreign institutional 

environment (Hilmersson 2009) as well as the liability of foreignness (Yiu, Lau and Bruton 

2007). On this basis, and considering the specific characteristics of the Emirati market and its 

business culture, we also focus on the role of network ties as antecedents and determinants of 

both market entry strategies and firm performance in the foreign market. 

Research in IB has long embraced cultural distance, psychic distance, and economic distance 

as well as other distance dimensions such as geographic distance, administrative distance, 

and institutional distance, as central to understanding and explaining the IB phenomena. 

However, recent studies on cultural and other distance dimensions comparing the impact of 

home and host country characteristics’ (HHCC) impact on firms’ internationalisation 

strategies brought new conclusions in the field. Based on their research, Harzing and Pudelko 

(2016), it is argued that when HHCC are included, the cultural distance effect on firms' IB 

becomes insignificant. With reference to HHCC, other authors also emphasise the importance 

and impact of location advantages on foreign market entry strategies, which are based on 

HHCC and their impact on cross-border activities and choice of MEM (e.g. Agarwal and 

Ramaswami 1992; Demirbag, Tatoglu and Glaister 2008; Lauf and Schwens 2014). In this 

context, considering the specific characteristics of the Emirati market as either the home or 

host market, our research also focuses on evaluating the impact of various distance 
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dimensions on SMEs’ market entry strategies and firm performance compared to the impact 

of HHCC.  

Considering all of the focus areas mentioned above over the last five decades, IB literature 

has focused primarily on MNEs from developed countries. It has only been in the late 1990’s 

that SME internationalisation has started to draw the attention and efforts of researchers, who 

have started to recognise the significant role played by SMEs in international markets (Chiao, 

Yang and Yu 2006). This new focus on SMEs is mostly based on the increase in the number 

of SMEs looking to expand into international markets (Gankema, Snuif and Zwart 2000) as a 

result of business becoming more global and integrated (Chiao, Yang and Yu 2006). 

Within this framework, this doctoral dissertation researches the antecedents, determinants and 

consequences of SMEs internationalisation strategies, focusing on cultural and other distance 

dimensions, types of CA, firm capabilities, and network ties, and their impact on SMEs’ 

foreign MEM choices, and subsequently, firm performance in such foreign markets.  

First, the types of CA, firm capabilities, and network ties represent the key foci of the 

research, wherein they are considered determinants of SMEs’ foreign MEM choice and firm 

performance in the markets entered. These factors include firm-specific advantages, 

internalisation advantages, home and host country location advantages, ownership 

advantages, business and institutional network ties, international marketing skills, 

international innovativeness, and international/export entrepreneurship. Secondly, cultural, 

psychic, geographic, institutional, and economic distances represent an additional focus in the 

research, considering them primarily as moderators as part of the impact of CAs, resources, 

and capabilities on MEM choice and firm performance.  

Previous studies in the field have focused exclusively on cultural and other distance 

dimensions in relation to firms’ internationalisation and performance (e.g. Bhaskaran and 

Gligorovska 2009; Chang et al. 2012; Conley and Ligon 2002), or the impact of CAs, 

resources, or capabilities on a firm's internationalisation and performance (e.g. Chiao, Yang 

and Yu 2006; Cronin, Brady and Hult 2000; Paladino 2006). Instead, our research provides a 

more comprehensive view of the factors and decision-making process of SMEs’ entry into, 

and performance in foreign markets, through combining these important elements (CAs, 

resources, and capabilities, as well as distance dimensions) in a firm’s internationalisation 

process. However, in our research, we have also try to identify other significant antecedents 

and determinants of SMEs’ MEM choice and performance, resulting from the perception of 

SME decision-makers regarding key determinants and antecedents of their choices of MEM 

and firm performance. This enables us to discover and consider other relevant factors 

influencing these two key variables in SME IB, unlike the majority of other studies conducted 

in this field, where researchers have focused exclusively on pre-defined independent variables 

as determinants of MEM choice and firm performance. 
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Within the above presented research framework, we have developed a conceptual model that 

represents the conceptual starting point of our empirical research and serves as a guide 

throughout the research process. The model is composed of four main sections, which are 

presented in detail in chapter 7: 

− Independent variables: types of CA, firm capabilities, network ties, and MEM in relation 

to firm performance; 

− Dependent variables: MEM and firm performance; 

− Moderators: cultural distance and other distance dimensions; 

− Control variables: industry type and ownership structure. 

In the empirical research, we employ a sequential mixed methods approach. The empirical 

research is split into two main phases:  

1. Phase 1, which includes a preliminary research employing quantitative methodology, 

wherein we apply a descriptive statistics analysis due to the small number of responses;  

2. Phase 2, in which we employ a qualitative research approach to answer our research 

questions with the use of individual, in-depth, semi-structured interviews and documents, 

which we analyse through content analysis with the use of coding and document analysis.  

Our research population is either SMEs that entered the UAE (considered the host market) or 

SMEs with headquarters in the UAE (considered home market) that entered other foreign 

markets. Within this framework, our tentative sample in the quantitative part of the research 

includes 27 SMEs, while the sample in the qualitative part of the research includes 20 SMEs.  

1.1 Problem Definition 

The doctoral dissertation is based on two main assumptions: First, cultural distance and other 

distance dimensions represent a significant factor in firm internationalisation (Chang et al. 

2012; Drogendijk and Slangen 2006; Harzing and Pudelko 2016; Ionaşcu, Meyer and Estrin 

2004; Popli et al. 2015; Shenkar 2001), where SMEs also suffer from liability of foreignness 

(LoF) (Yiu, Lau and Bruton 2007) and strive for legitimacy (Laufs and Schwens 2014) in the 

newly entered host market, particularly in emerging economies; and second, a firm’s 

resources, capabilities, and competitive advantages, which affect the design and deployment 

of companies’ market entry strategies (Verbeke 2013). 

The research focuses on SME entry into foreign markets. Three main challenges are faced 

when entering foreign markets: First, a lack of international experience, knowledge, and 

know-how (Collinson and Houlden 2005; Johanson and Vahlne 1977; Oviatt and Phillips 

McDougall 1994; Pinho 2007; Ruzzier, Hisrich and Antončič 2006) concerning SMEs that 

have just begun their internationalisation; Second, the presence of local and foreign 

competition that already exists in the market; and third, relatively poor market knowledge 

about the competition, laws and regulations, and, more importantly, the characteristics and 
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behaviours of consumers, causing them to suffer from LoF (Yiu, Lau and Bruton 2007) while 

striving for legitimacy (Laufs and Schwens 2014). These challenges are also reflected in 

different levels of cultural, psychic, institutional, economic, and geographic distances, which 

may impact foreign MEM choice. Furthermore, firm-specific transferable and non-

transferable advantages (Dunning 1993; Hennart and Park 1993; Rugman and Verbeke 2001; 

Yiu, Lau and Bruton 2007), resources (Ruzzier, Antončič and Konečnik 2006) and 

capabilities (Carr 1999; Morrison 2009) also play a significant role in SMEs’ MEM decisions.   

Cultural distance (CD) between countries can be defined as the level to which norms and 

values shared in one country differ from those shared in another country (Chen and Hu 2002; 

Drogendijk and Slangen 2006; Hofstede 2001; Kogut and Singh 1988). Other definitions of 

CD consider some specific differences that exist between cultures, where authors talk about 

“language, political system (Benito and Gripsrud 1992), tastes, living habits (Li and 

Guisinger, 1992), religion, history (Mariotti and Piscitello, 1995), routines, legal systems, 

business practices (Morosini, Shane and Singh, 1998)” (Em 2011, 8). In general, the more 

these (and other) aspects of culture differ between two countries, the higher level of CD is 

present between them (Em 2011; Shenkar 2001). CD has been widely used in IB studies, 

mostly applied to foreign market entry (Shenkar 2001), however, it has been applied less 

within research on SME internationalisation. 

Similar to CD, psychic distance (PD) represents another relevant factor in a firm’s 

internationalisation process. Introduced by Beckerman in 1956 as an obstacle to trade, PD can 

be defined as “the degree to which a firm is uncertain of the characteristics of a foreign 

market” (Kogut and Singh 1988, 413), and includes (among others) differences in language, 

culture, geography, level of education, level of economic development, dominant religion, 

business practices, business language, level of industrial development, time zones, form of 

government, levels of emigration, political and legal systems and various others (Dow and 

Karunaratna 2006; Håkanson and Ambos 2010; Johanson and Wiedersheim-Paul 1975; Ojala 

2015; Sousa and Lages 2011). 

In addition to cultural and psychic distance, institutional, economic, and geographic distances 

have also been used in IB studies, although in most cases this has been as part of cultural or 

psychic distances. Institutional distance (ID) reflects differences in societal institutions and 

comprises three different constructs: normative, regulative and cognitive, which reflect the 

differences between two economies (Gubbi at al. 2010). Economic distance (ED), on the other 

hand, “represents differences in consumer wealth, income level and distribution, infrastructure 

characteristics, the cost and quality of natural, financial and human resources, and prevailing 

business practices” (Verbeke 2013, 134). Geographic distance (GD) can be defined as “the 

physical separation between one location and another, typically involving the space between 

the home of a firm and the foreign location in which it is selling, or exploring possible sales” 

(Ojala 2015, 826). However, GD is not just a matter of how distant two countries are in terms 
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of kilometres; there are other attributes to be considered, such as: country size, access to 

ocean and waterways, average within-country distance to borders; presence of a common land 

border, topography, differences in time zones and in climate (Ghemawat 2001; Ghemawat 

2013). Considering the relevance of institutional, economic and geographic distances in IB 

strategy, these will also be researched and analysed alongside cultural and psychic distance. 

Numerous research studies concerning resources, capabilities, and CAs have been employed 

during the last few decades due to the rapid globalisation of the world economy since the 

early 1980s (Jansson and Sandberg 2008; Lee and Slater 2007). Some of these studies have 

examined the different roles taken by subsidiary companies in contribution to the CAs of a 

multinational corporation (MNC) (e.g. Ghoshal and Nohria 1989; Gupta and Govindarajan 

1994; Jarillo and Martinez 1990; Roth and Morrison 1992) or have investigated how 

subsidiary companies are able to contribute to the CAs of the MNC (Birkinshaw, Hood and 

Jonsson 1998). Others have focused on researching the role of CAs in companies’ 

internationalisation processes, although most case studies have researched large firms from 

developed countries (Chiao, Yang and Yu 2006). Other authors have focused on firm’s 

resources (e.g. Agarwal and Ramaswami 1992; Grant 1991; Knight and Kim 2009; Pinho 

2007; Ruzzier, Antončič and Konečnik 2006) and capabilities (e.g. Grant 1991; Katsikea and 

Skarmeas 2003; Pinho 2007; Young et al. 1989) in relation to a firm's internationalisation 

strategies. 

This doctoral dissertation focuses on resources, capabilities, and CAs and how they impact 

SMEs’ foreign market entry strategies. Internationally transferable CAs and non-transferable 

CAs represent a critical resource base for the firm to achieve success in the marketplace 

(Verbeke 2013). Resources, capabilities and CAs will be researched and analysed in the 

internationalisation context of SMEs separately and in relation to cultural, psychic, 

institutional, economic, and geographic distances. As mentioned above, there are many 

studies analysing cultural and psychic distance in the internationalisation context of SMEs, as 

well as those analysing resources, capabilities, and CAs in the internationalisation process. 

Nevertheless, actual research considering cultural distance (or other distance dimensions) and 

resources, capabilities, and CAs in the internationalisation context of SMEs, has not yet been 

executed, although these aspects represent important factors in a firm’s internationalisation 

process. Furthermore, most research does not focus on the perceptions and opinions of 

decision-makers regarding motives, factors of influence, context, or other antecedents and 

determinants impacting their decision to enter into foreign markets, or their choice of MEM 

and resulting firm performance.  

Based on the aforementioned, the research problem of the doctoral dissertation is to 

determine if, and understand how, different levels of cultural, psychic, institutional, economic 

and geographic distances, as well as the presence of resources, capabilities, and CAs, affect 

SMEs choice of MEM and their firm performance in the foreign market. In this way, the 
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research focuses on managerial perception of the studied phenomena (Aharoni, Tihanyi and 

Connelly 2011; Dow, Liesch and Welch 2018; Johanson and Vahlne 1977; Johanson and 

Wiedersheim-Paul 1975; Tan, Brewer and Liesch 2018). On this basis, the research of the 

doctoral dissertation aims at identifying two main impacts. First, how the decision-makers 

within SMEs perceive the impact of smaller or larger levels of cultural, psychic, institutional, 

economic, and geographic distances in combination (or in absence of) various resources, 

capabilities, and CAs on their choice of MEM when these enter new markets. Second, how 

SME’s decision-makers perceive the impact of these distance dimensions, resources, 

capabilities and CAs on SMEs’ performance in the foreign market. 

The research is conducted on a sample of two main categories of SMEs: Those that entered 

the Emirati market and those with headquarters in the UAE that entered other foreign markets. 

The UAE is an emerging market (Lawes 2014) that has been selected due to its specific 

characteristics, including a particular business culture based on Arab culture (Nydell 2014), a 

high level of internationalisation and multiculturalism present in the country (Dubai Chamber 

2015), specific location advantages (UAE Government 2016), opportunities in the market 

(Lawes 2014), high GDP per capita and economic growth (Al Muhairi 2015), and 

consequentially a high purchasing power of the population (on average), as well as specific 

success barriers for foreign businesses.  

1.2 Purpose and Objectives 

The main purpose of this research is to identify and understand the antecedents, determinants, 

and moderators of SME market entry strategies and firm performance in relation to the 

Emirati market based on the perception of SME decision-makers. 

Based on the identified research problem and purpose, the main objectives of this doctoral 

dissertation are the following: 

− To conduct an in-depth and detailed study and review of the contemporary international 

literature concerning the research fields. 

− To determine how specific resources, capabilities, and CAs impact the entry mode an 

SME chooses when entering a foreign market. 

− To determine how the level of cultural distance influences the entry mode an SME 

chooses when entering a foreign market. 

− To determine how the level of other distance dimensions (psychic, institutional, 

economic, and geographic) influences the entry mode an SME chooses when entering a 

foreign market. 

− To identify which entry mode is more likely to be chosen by an SME with specific 

resources, capabilities, and CAs when cultural distance and other distance dimensions 

between home and host countries are larger. 

− To identify which entry mode is more likely to be chosen by an SME with specific 
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resources, capabilities, and CAs when cultural distance and other distance dimensions 

between home and host countries are smaller.  

− To determine how different types of resources, capabilities, and competitive advantages 

impact firm performance in the foreign market. 

− To determine how cultural distance and other distance dimensions between home and 

host countries influence firm performance in the foreign market. 

1.3 Research Questions 

Based on the outlined research purpose and main objectives, we have defined the following 

research questions (RQs): 

− RQ 1: Which are the main antecedents and determinants of foreign market entry choice 

according to SME decision-makers? 

− RQ 2: Which are the main antecedents and determinants of foreign MEM choice 

according to SME decision-makers? 

− RQ 3: How do SME decision-makers perceive the impact of competitive advantages, 

capabilities, and network ties in the choice of the foreign MEM?  

− RQ 4: How do SME decision-makers perceive the impact of cultural, economic, 

institutional, psychic, and geographic distance on the choice of foreign MEM? 

− RQ 5: Which are the main antecedents and determinants of firm performance in foreign 

markets according to SME decision-makers? 

− RQ 6: How do SME decision-makers perceive the impact of competitive advantages, 

capabilities, and network ties on firm performance in foreign markets? 

− RQ 7: How do SME decision-makers perceive the impact of cultural, economic, 

institutional, psychic, and geographic distance on firm performance in foreign markets? 

1.4 Assumptions and Limitations 

Within this doctoral dissertation research, we assume that: 

− Cultural, psychic, economic, institutional, and geographic distances impact the way a 

business develops a foreign market entry strategy.   

− Operations, decision-making processes and internationalisation strategies in SMEs are 

different from those in MNEs.  

− SMEs entering foreign markets need to overcome LoF, especially when entering 

emerging markets. 

− Foreign SMEs that entered the Emirati market, and UAE-based SMEs that entered 

foreign markets, have distinctive resources, capabilities, and types of competitive 

advantages.  

− Foreign SMEs that entered the Emirati market, and UAE-based SMEs that entered 
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foreign markets, face varying levels of cultural, economic, institutional, and geographic 

distance between their home and host country. 

The limitations of the doctoral dissertation research include the following: 

− The research is cross-sectional, as data has been gathered from respondents at a specific 

point of time and is therefore limited to the market conditions present in that particular 

period. 

− Research results cannot be generalised as they result from qualitative research and 

analysis based on a sample of 20 SME decision-makers. 

− The research is limited to foreign SMEs that entered the Emirati market with at least a 10 

percent foreign equity stake, or through exporting, as well as UAE-based SMEs that 

entered other foreign markets. 

− The research is limited to the Emirati market, which is considered to be either the home 

country or the host country. 

− The study of foreign market entry strategies used by businesses entering the Emirati 

market is limited to the analysis of resources, capabilities, and CAs, as well as cultural, 

psychic, economic, institutional, and geographic distances in relation to the choice of 

MEM and firm performance in the host country. 

− The research is limited to the following MEM options: 1) FDI, including greenfield 

investment (WOS or JV), mergers and acquisitions, and 2) non-equity modes, such as 

exporting and contractual agreements (licensing, franchising, and other).  

1.5 Scientific Contribution  

Research conducted in relation to cultural distance, resources, capabilities, and CAs in 

relation to SME market entry strategies has been conducted primarily on a population 

represented by MNEs, even though in most cases studies covered specific countries and 

industries. Nevertheless, no research has combined cultural, psychic, institutional, economic, 

and geographic distance and resources, as well as capabilities and CAs with market entry 

strategies and firm performance on an SMEs population, even though these variables 

represent important factors in a firm’s internationalisation process. 

By studying resources, capabilities and CAs, as well as the impact of cultural and other 

distance dimensions on MEM choice and firm performance on an SMEs population, the 

results of this doctoral dissertation research brings an original scientific contribution in 

strategic management and IB by providing a better understanding of the role that cultural and 

other distance dimensions combined with firm resources, capabilities and CAs play within 

SMEs’ internationalisation process and performance. With our research we also focus on the 

sequence of antecedents and determinants, as well as a market-related and firm-related 

context in relation to market entry strategies, MEM choice and firm performance. By 

analysing these factors in more details and in sequence, we will be able to provide a more in-
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depth understanding on how these variables impact the decision-making process of SMEs 

decision-makers in relation to foreign market entry strategies and ultimately on their firm 

performance in foreign markets. 

Further to this, the UAE is the market of focus in this research (as either a home or host 

country), which is defined as an emerging, non-Western market, noting that most literature 

and studies focus on Western developed markets or, more recently, on large emerging markets 

in Asia and South America (Li, Yi and Cui 2017). Additionally, in our research we consider 

cultural, psychic, institutional, economic, and geographic distance, while most other research 

has been conducted only on cultural or psychic distance, and in some cases on geographic 

distance or other distance dimensions. Based on the very specific characteristics of the 

Emirati market and its business culture, in our research the role of networks and ties is quite 

significant, similar to research conducted within the IB field for other emerging markets. 

Finally, considering the UAE as either a home or host country provides a unique perspective 

enabling us to identify the various benefits and challenges faced by SMEs operating in this 

market, something that is not a common approach in IB studies. 

Apart from the scientific contribution to strategic management and IB theory, this doctoral 

dissertation also contribute to SME decision-makers, by highlighting key aspects to be 

considered when choosing a foreign market, as well as the most suitable MEM; the benefits 

and challenges related to various distance dimensions; market characteristics; firm resources; 

and capabilities and CAs in relation to MEM options, as well as key determinants related to 

firm performance regarding foreign operations. Furthermore, we also provide SME decision-

makers with practical advice in relation to foreign market assessments, MEM choice, 

partnership-related choices, and important aspects for consideration in regard to increased 

levels of firm performance. 

1.6 Doctoral Dissertation Structure 

The doctoral dissertation is divided into five main sections: The first four sections are 

organised into nine chapters, followed by a list of references and sources with almost 500 

items, a summary of the dissertation in Slovenian, and accompanying appendices, as 

graphically illustrated in Figure 1. The Introduction section includes chapter 1 and its sub-

chapters, including the introduction, problem definition, purpose and objectives, research 

questions, assumptions and limitations, scientific contribution, and doctoral dissertation 

structure. The General Theory section (part one) is dedicated to theory chapters from two to 

six with respective sub-chapters, which provide a general theoretical framework related to 

SME internationalisation (chapter 2); dependent variables theory, which includes foreign 

market entry strategies (chapter 3); firm performance (chapter 4); independent variables 

theory, including resources, capabilities, and competitive advantages (chapter 5); as well as 

the role of distance in international business (chapter 6).  
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Figure 1: Doctoral Dissertation Structure 

 

 

Chapter 1: Introduction 

Part 2: SPECIFIC THEORY 

Chapter 7: Conceptual Model 

Part 3: METHODOLOGY AND EMPIRICAL RESULTS 

Chapter 8: Empirical Research 

Part 4: DISUSSION AND CONCLUSIONS 

Chapter 9: Conclusion and Recommendations 

Part 1: THEORETICAL FRAMEWORK 

Chapter 2: SMEs’ internationalisation 

(OUTCOMES) 

Chapter 3:  

Foreign market entry strategies 

Chapter 4:  

Firm performance 

(ANTECEDENTS AND DETERMINANTS) 

Chapter 5:  

Resources, capabilities and 

competitive advantage 

Chapter 6:  

The role of distance in 

international business 

Part 5: REFERENCES, SUMMARY IN SLOVENIAN LANGUAGE 

AND APPENDICES 
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The conceptual model that we have developed is presented in chapter 7 within the Specific 

Theory section (part two). This is followed by the Methodology and Empirical Results section 

(part three), including chapter 8 and respective sub-chapters, which cover empirical research 

methodology and the failed survey research details, as well as its summary and assessment of 

results, followed by qualitative research details and its results, concluding with details 

regarding employed triangulation. Discussion and Conclusions (part four) is the last section 

of the doctoral dissertation, which includes chapter 9 and respective sub-chapters covering a 

discussion and conclusion, covering research contributions, managerial implications, 

limitations, generalisations, and recommendations for future research. The above summarised 

structure is illustrated in Figure 1 above.  
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2 SME INTERNATIONALISATION 

Every internationalising firm faces opportunities and challenges in foreign markets (Morrison 

2009), and in the case of SMEs, even though they have limited resources compared to MNEs, 

they face similar problems in terms of internationalisation and operations in foreign markets 

(Ruzzier, Antončič and Konečnik 2006). Rapid developments in technology over the last two 

decades has also simplified the internationalisation process for SMEs, with SMEs now having 

at their disposal more comprehensive tools for their international expansion, such as remote 

working, artificial intelligence, the internet of things, mobile apps, and social media, among 

others (Dabic et al. 2019). Furthermore, rapid changes to the business environment worldwide 

over the last two decades has had a significant impact on most companies, particularly in their 

internationalisation processes (Laanti, Gabrielsson and Gabrielsson 2007). However, recent 

studies into IB has seen the emergence of the regional internationalisation concept. Based on 

their research results, Rugman and Verbeke (2003) point out a growing trend of MNEs 

operating mostly at regional level. As a result, the regional context and its characteristics have 

become increasingly important for MNEs’ strategic decision-making and product offering 

(Rugman and Verbeke 2003). 

With the exception of some MNEs that have upstream activities, IB research results indicate 

that products based on downstream activities that are readily accepted by global customers 

rarely exist (Rugman and Verbeke 2004), as customers’ tastes, technologies, and competition 

change rapidly (Rugman, Oh and Lim 2011). Indeed, it is true that a large part of the 

competitiveness of international firms is achieved within their home region, where they 

develop their source of location-specific advantages. Most of these firms also operate within 

their home region, as they cannot transfer their competitiveness to other regions (Rugman, Oh 

and Lim 2011). A firm can improve its scope and scale economies offering standardised 

products or services in one region, but only because customers there are likely to accept them 

without requiring significant modifications (Rugman, Oh and Lim 2011). However, this will 

most probably not be the case for customers in other regions. Therefore, instead of global 

strategies, firms should pursue regional strategies, as “international competitiveness depends 

to a great extent on a firm’s capability to build FSAs based upon national and home region 

CSAs, and to exploit these FSAs regionally” (Rugman, Oh and Lim 2011, 21). 

Rugman and Verbeke (2004) explain that even though 90 percent of the world’s stock of FDI 

is held by the 500 largest MNEs, most of these companies are not global (present in foreign 

markets around the world), as they “have the vast majority of their sales within their home leg 

of the ‘triad’, namely in North America, the European Union (EU) or Asia” (Rugman and 

Verbeke 2004, 3). In this context, Rugman and Verbeke’s (2004, 13) research results indicate 

that “operating in the home triad region may be associated with new needs for the 

development of region-bound FSAs, imposed by regional integration,” which creates 
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challenges and opportunities for MNEs “as they need to complement the conventional 

bundles of non-location-bound FSAs and location-bound FSAs with a set of region-bound 

FSAs”. Moreover, their research results suggest that many MNEs have region-bound FSAs, 

which means that these FSAs can only be used in specific geographical regions (Rugman and 

Verbeke 2004), while still being location-bound as they cannot be deployed globally 

(Rugman and Verbeke 2003).  

Initially, IB literature has focused primarily on MNEs from developed countries, however, 

since the 1990’s, SME internationalisation has started to draw attention (Dabic et al. 2019) 

and effort from researchers, who have started to recognise the significant role played by 

SMEs in international markets (Chiao, Yang and Yu 2006). Ruzzier, Hisrich and Antončič 

(2006) also point out that IB studies focus almost exclusively on MNEs, while research on 

SMEs is more focused on particular stages of internationalisation or export development 

models.  

OECD (2005) defines small and medium-sized enterprises (SMEs) as independent firms, 

which employ fewer than a specific number of employees, where this number varies across 

countries, but the most frequent is 250 employees. However, in some countries the limit is set 

at 200 and in some others even at 500 employees. Eurostat (2014) defines SMEs as having 

fewer than 250 persons employed and further subdivides SMEs into: 

− Micro enterprises: with fewer than 10 persons employed; 

− Small enterprises: with 10 to 49 persons employed; 

− Medium-sized enterprises: with 50 to 249 persons employed.  

Enterprises with 250 or more persons employed are defined as large enterprises. 

The North American Industry Classification System (NAICS) has a different size standard, 

which is usually based on the number of employees or average annual receipts. This size 

standard represents the largest size that a business may be to remain classified as a small or 

medium-sized business, and data regarding the number of employees or average annual 

receipts varies by sector (SBA – U.S. Small Business Administration 2016). On the other 

hand, in the Gulf Cooperation Council (GCC) countries, there are three main criteria used to 

define the size of a firm, including the number of employees, annual turnover, and firm assets, 

however there is no consistent definition or standard forming the basis on which small, 

medium, or large companies are categorised (Ashoor 2013). Furthermore, SME definitions 

differ not only between countries, but even within the same country. In Appendix 1 are 

summarised definitions of SMEs in GCC countries. 

With reference to the United Arab Emirates (UAE), according to the Khalifa Fund SME 

Financing White Paper (Khalifa Fund 2013), there is no unified SME definition. Since 2013, 

Abu Dhabi’s formal definition of an SME is based on the number of persons employed in the 

company (Khalifa Fund 2013):  
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− Micro: with fewer than five employees;  

− Small: with five to 19 employees; 

− Medium: with 20 to 49 employees.  

On the other hand, Dubai SME (Mohammed Bin Rashid Establishment for SME 

Development 2013), an agency of the Department of Economic Development – Government 

of Dubai, defines an SME in Dubai as a firm that meets thresholds of turnover and number of 

employees in relation to manufacturing, trading, or services sectors. Within each of these 

sectors, the size of a firm is classified on sector-specific thresholds. Table 1 below shows the 

SME definition for Dubai by sector and size of business. 

Table 1: SME Definition for Dubai 

 

 Trading Manufacturing Services 

 

Employees 

Turnover 

USD (in 

millions) 

Employees 

Turnover 

USD (in 

millions) 

Employees 

Turnover 

USD (in 

millions) 

Micro Up to 9 Up to 2.5  Up to 20 Up to 2.7 Up to 20 Up to 2.7 

Small Up to 35 Up to 13.5  Up to 100 Up to 27 Up to 100 Up to 27 

Medium Up to 75 Up to 68 Up to 250 Up to 68 Up to 250 Up to 68 

 

Source: Mohammed Bin Rashid Establishment for SME Development (Dubai SME) 2013, 13. 

Nowadays, SMEs account for more than 95 percent of all firms in many countries and 

therefore play a major role in both developing and developed economies (Chiao, Yang and Yu 

2006). Based on data prepared in 2017 by the European Commission, in 2016 the 

overwhelming majority (99.8 percent) of enterprises active in the European Union’s (EU) 

non-financial business economy were SMEs (Muller et al. 2017). Across the EU’s non-

financial business economy comprising 28 countries, SMEs accounted for 57 percent of the 

value added generated in 2016, wherein 93 percent of firms were micro enterprises, which 

employ less than 10 persons (Muller et al. 2017). Based on data from the United States 

International Trade Commission - USITC (2010), in 2006, SMEs accounted for 99.9 percent 

of the 27 million employer and non-employer private non-farm businesses in the United 

States of America (USA), employing approximately half of the 120 million workers from the 

non-farm private sector in the USA. SMEs are also recognised as an important source for the 

innovation of processes, services, and products, even more efficient in innovation than large 

firms (USITC 2010). 

With reference to the GCC region, composed of Bahrain, Kuwait, Oman, Saudi Arabia, Qatar, 

and the UAE, SMEs accounted for 90 percent of total companies in 2014, with a total of over 

1.1 million SMEs (BLOOVO Middle East 2016). In the UAE in particular, there were 
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350,000 SMEs, representing 94 percent of the total companies registered in the country in 

2014, contributing about 30 percent of GDP in the GCC. Furthermore, SMEs also contributed 

to 72 percent of employment in the UAE, leading among the GCC countries in terms of the 

percentage of jobs created by SMEs. With reference to the activities of SMEs in the UAE, 60 

percent of SMEs operate in trading, 35 percent in services, and only 5 percent in the 

manufacturing sector (BLOOVO Middle East 2016). With reference to the emirate of Dubai 

in particular, according to the Dubai Statistics Centre Database, about 95 percent of the total 

firms in Dubai are SMEs, employing around 42 percent of its workforce and contributing to 

roughly 40 percent of its GDP (Mohammed Bin Rashid Establishment for SME Development 

2013).  

Operation and decision-making processes within SMEs are different from those in MNEs as 

they have some unique characteristics based on their size and the characteristics of their 

owners/managers (e.g. Gilmore, Carson and Grant 2001; Knight and Kim 2009). Laufs and 

Schwens (2014) argue that some of these particular characteristics have an impact on their 

level of control, risk, and resource commitment, which in turn impacts their MEM choice. 

Additionally, due to their resource limitations, firm competences play a significant role in 

international SM as they allow them to enter foreign markets and develop effective IB 

strategies (Knight and Kim 2009), as well as to succeed in foreign markets (e.g. Knight and 

Cavusgil 2004; Knight and Kim 2009; Zahra, Ireland and Hitt 2000).  

Knight and Kim (2009) argue that international SMEs should develop unique competences 

that are difficult to imitate in order to achieve IB success. Similarly, Pullen et al. (2009) state 

that in order to succeed, new product development is of significant importance to SMEs. 

Despite this, SMEs also need to minimise costs, as they have greater financial constraints in 

comparison to MNEs, more manpower bottlenecks, and often do not have other products or 

services to compensate for an eventual lack of sales. On the other hand, the main advantages 

of SMEs are related to innovation, including less bureaucratic procedures and operations 

when compared to MNEs, as well as greater incentives for success (Pullen et al. 2009).  

Another specific aspect of SMEs is that their marketing activities are usually carried out 

through personal contact networks, and therefore, an owner or manager’s networks represent a 

significant source of CA, important for the firm’s success (Gilmore, Carson and Grant 2001). 

These networks are built around SME owner/manager interactions and activities, such as 

social networks (Starr and MacMillan 1990), business networks (Donckels and Lambrecht 

1997), personal contact networks (Knoke and Kuklinski 1982), and industry networks 

(Gilmore, Carson and Grant 2001), as well as marketing networks (Piercy and Cravens 1995), 

which usually develop in an unstructured and coincidental way, and are mostly informal, 

interactive, habitual, and based on people-oriented activities (Gilmore, Carson and Grant 

2001).  
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2.1 Internationalisation Theories 

Firm internationalisation is a bedrock research area within the IB discipline (Laanti, 

Gabrielsson and Gabrielsson 2007). Various authors argue that internationalisation can 

increase a firm’s capabilities and managerial skills, improve resources, and provide a better 

flexibility for undertaking diversified business risks (e.g. Katsikea and Skarmeas 2003; Pinho 

2007; Young et al. 1989). It can also increase involvement in foreign markets and benefit can 

be drawn from international competitors, which may also lead the firm to become a stronger 

player in its home country market (e.g. Lages and Montgomery 2004; Pinho 2007). Welch 

and Luostarinen (1988, 36) define internationalisation as “the process of increasing 

involvement in international operations”, while Calof and Beamish (1995, 116) define it as 

“the process of adapting firms’ operations (strategy, structure, resources, etc.) to international 

environments”.  

Two dominant streams of research concerning internationalisation are present in 

contemporary literature (Kuada 2006): 

1. The first stream focuses on the initial stages of a firm’s foreign market entry, where 

scholars are focused on understanding the market entry process, including the motives for 

internationalisation, MEM choices, and internationalisation strategies aimed at improving 

firm performance. 

2. The second stream focuses on the latter stages of a firm’s internationalisation process, 

such as locating parts for production or outsourcing some of their value creation activities 

abroad.  

Our research follows the line of the first stream, focusing on a firm’s choice of market entry 

strategies and resulting firm performance in the foreign market.  

A firm entering a new foreign market strives for legitimacy (Laufs and Schwens 2014; Yiu 

and Makino 2002) and suffers from the LoF, which can arise from costs based on a 

company’s unfamiliarity with a foreign market (Buckley and Casson 1976; Chiao, Yang and 

Yu 2006; Hilmersson 2009; Hymer 1976; Rhee 2008; Yiu, Lau and Bruton 2007; Zaheer 

1995) or the lack of roots in that market (Zaheer 1995). Over the last three decades, we have 

witnessed an increasing number of firms entering foreign markets soon after their inception 

(Laanti, Gabrielsson and Gabrielsson 2007; McAuley 1999; Oviatt and Phillips McDougall 

1994; Ruzzier and Konečnik Ruzzier 2006; Shrader, Oviatt and Phillips McDougall 2000) or 

even simultaneously with domestic business operations (Laanti, Gabrielsson and Gabrielsson 

2007). Oviatt and Phillips McDougall (1994) has called these firms ‘international new 

ventures’, while, in more recent years, various authors refer to them as ‘born global’ firms 

(Laanti, Gabrielsson and Gabrielsson 2007; Rhee 2008; Ruzzier and Konečnik Ruzzier 2006). 

On this topic, Nisar et al. (2012) argue, that a born global firm is in most cases a high-tech 

firm, and Rugman, Verbeke and Nguyen (2011, 35) argue that “there appears to be no robust 

empirical evidence of any ‘born global’ firms other than a few IT firms from India and 
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possibly some small firms from Israel”. In any case, based on this new phenomenon, arising 

as a result of fast changing technological, economic, and social conditions, Ruzzier and 

Konečnik Ruzzier (2006, 17) argue that “the time dimension is another strategic decision in 

the internationalisation process that has to be considered”, in addition to operation, market, 

and product dimensions. Furthermore, the time aspect of internationalisation represents a 

bridge between incremental internationalisation and internationalisation at, or soon after, 

inception, and is thus crucial (Antončič and Hisrich 2001) in the firm’s IB strategy, especially 

in the decision to enter or exit specific foreign markets (Ruzzier and Konečnik Ruzzier 2006). 

In the end, SMEs entering foreign markets directly after inception face the liabilities of 

newness and foreignness at the same time, so the correct entry strategy for the foreign market 

is critical for their survival (Rhee 2008).  

With reference to location advantages, Harzing and Pudelko’s (2016, 1) argue that when 

home and host country context characteristics are included, the CD effect on IB becomes 

insignificant. They suggest that, “instead of cultural distance, host or home country 

characteristics, such as investment restrictions, political risk, economic development, access 

to capital, or cultural traits (rather than cultural distance) are more likely explanatory factors” 

with regard to firms’ internationalisation strategies (Harzing and Pudelko 2016, 3). On the 

other hand, Knight and Kim (2009, 259) put forward that the international orientation of the 

firm, its international marketing skills, international innovativeness, as well as the firm’s 

international market orientation, represent the most important attributes of SMEs in their IB. 

Another recent approach in IB is represented by the network theory, where the network is 

considered the starting point of a firm’s internationalisation analysis (Ruzzier, Hisrich and 

Antončič 2006), and represents a significant success factor for companies entering into 

foreign markets (Yoshino and Rangan 1995) and their ability to overcome foreign 

institutional environment’s barriers (Hilmersson 2009) and deal with the LoF (Yiu, Lau and 

Bruton 2007). 

SMEs have a particularity with reference to internationalisation compared to large companies 

or MNEs. In fact, in SMEs, knowledge, attitudes, motivation, and other characteristics of the 

decision-maker play a key role in a firm’s internationalisation decision and strategy (Chetty 

and Campbell-Hunt 2003). In other words, to achieve success in international markets, the 

firm needs to have appropriate products or services, as well as a strategy, but it also requires 

decision-makers to have appropriate attitudes and characteristics, as these will determine how 

decision-makers perceive the benefits, costs, and risks of internationalisation (Chetty and 

Campbell-Hunt 2003). 

Researchers have adopted various measures that are used as proxies of internationalisation in 

a number of studies in IB (Chiao, Yang and Yu 2006), including: Ratio of foreign assets to 

total assets (Daniels and Bracker 1989); Ratio of foreign sales to total sales (Geringer, 

Beamish and DaCosta 1989, 2000; Grant 1987; Grant, Jammine and Thomas 1988; Tallman 
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and Li 1996); Number of overseas employees to number of total employees (Kim, Hwang and 

Burgers 1989); Number of FDIs (Delios and Beamish 1999); Number of foreign subsidiaries 

(Tallman and Li 1996), and entropy index weighted by foreign sales (Hitt, Hoskisson and 

Kim 1997; Wan 1998). However, there is still no consensus on the most suitable indicators to 

measure internationalisation. 

2.2 Internationalisation in Emerging Markets 

Emerging economies represent attractive markets for businesses as they offer potential cost 

advantages (e.g. inexpensive skilled labour and trained managers), innovation advantages 

(e.g. finding innovative solutions for local needs and demands), and represent new output 

markets (Verbeke 2013). However, in the past decade, firms from these markets have become 

increasingly active in outbound FDI (Li, Yi and Cui 2017). Recent literature regarding IB in 

emerging markets is mostly focused on the major economies from Asia and South America, 

particularly China, Brazil, India, and Russia. Countries in the Middle East are usually not the 

focus of these studies, even though they hold many of the key characteristics of emerging 

economies (Rogmans 2012). A possible reason for the lack of attention given to Middle 

Eastern countries is their fragmentation into smaller markets compared to the four large 

economies listed above. Moreover, limited research in IB is focused on the 

internationalisation process for SMEs from emerging markets, as most of the existing 

literature is focused on SME internationalisation in western developed economies (Senik et al. 

2014). 

From a market-seeking internationalisation perspective in emerging economies, some of the 

most critical decision-making criteria in the selection of the target foreign market include its 

attractiveness, infrastructure, quality of life, taxation, and cost of doing business, as well as 

institutions and political risk, among others (Rogmans 2012). From an SME 

internationalisation in emerging economy perspective on the other hand, Senik (2014) 

emphasises six factors for the SME internationalisation process, namely: Triggering, internal, 

external, networking, barriers and challenges, and operations. Decision-makers need to 

consider and carefully analyse all of these and other factors before deciding which market 

they want to enter. In this context, decision-makers need to give particular attention to 

institutional voids (Cantwell, Dunning and Lundan 2010; Gao et al. 2017; Khanna and Palepu 

1997, Rogmans 2012) that are present in emerging markets, which represent a challenge for 

doing business in these markets but also offer opportunities for businesses with the right 

assets and skills to fill the existing voids (Rogmans 2012). In this context, Cuervo-Cazurra 

and Ramamurti (2014) emphasise the importance of the ‘escape investments’ motive for 

emerging country MNE internationalisation, as they try to avoid institutional voids (Cuervo-

Cazurra and Narula 2015). Other institutional particularities of emerging markets include the 

diversity of inward investors and distinctive regulatory environments, which may inhibit 

international business (Henisz 2003; Ionaşcu, Meyer and Estrin 2004), raise transaction costs, 
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and increase risk levels (Child et al. 2003; Demirbag, Tatoglu and Glaister 2008; Meyer 2001; 

Uhlenbruck 2004). 

Considering outbound internationalisation from emerging markets, inward internationalisation 

from foreign firms has brought significant benefits to emerging market firms (Li, Yi and Cui 

2017; Luo and Tung 2007), such as foreign product distribution or forming joint ventures 

with foreign firms. This provides opportunities for emerging market firms to acquire relevant 

know-how, resources, and capabilities from their foreign partners (Li, Yi and Cui 2017). 

Furthermore, emerging market firms use internationalisation as a springboard to acquire 

important strategic resources while reducing their home market challenges (Luo and Tung 

2007).  

The Middle East is a large emerging market, characterised by rapid growth, major oil and gas 

reserves, and a strategic location between Europe, Asia, and Africa (Rogmans 2012). 

Although various MEMs are available to foreign businesses, some countries in the Middle 

East have significant restrictions on full foreign ownership (Rogmans 2012) as well as other 

restrictions that may greatly impact the choice of MEM. Furthermore, businesses entering 

these markets suffer from the LoF when attempting to develop business relationships 

(Hilmersson 2009) and need to consider the characteristics and impact of business networks 

(Hitt, Lee and Yucel 2002) specific for this region. Country specific characteristics also have 

a direct impact on internationalisation strategies in Middle Eastern markets, which seem to be 

as important as firm and industry specific factors (Demirbag, Tatoglu and Glaister 2008).  

2.3 Emirati Market 

Within emerging markets in the Middle East, our research focuses on the UAE, which, among 

other particularities, has a fast-developing economy and serves as a regional hub for many 

international businesses (Lawes 2014). The UAE is a federation of seven territories, called 

emirates, which became an independent nation in 1971 (Nydell 2014, 205) with the uniting of 

six emirates on 2 December 1971, with the seventh emirate joining the federation on 10 

February 1972 (UAE Government 2016). The UAE’s capital is Abu Dhabi, while the largest 

city by population density is Dubai (UAE Government 2016), which “has become a 

prosperous commercial centre for the whole Gulf region” (Nydell 2014, 205).  

The per capita income in the UAE is the second highest in the Gulf, after Qatar. Oil and 

natural gas provide 85 percent of the UAE government's revenue. Despite this, the country 

has started to diversify its economy in the recent years, including the construction sector and 

the manufacturing of metals and textiles, as well as it also having a large service sector 

(Nydell 2014). The UAE also depends heavily on foreign workers, referred to as ‘expats’, and 

who comprise around 99 percent of the total work force, of which around 67 percent are from 

South Asia (Nydell 2014). 
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In the next five sub-chapters (2.3.1 to 2.3.5) we provide a short overview of the UAE’s 

economy, business characteristics, and socio-cultural environment, as well as the impact the 

religion of Islam has on business and the particularities of the Emirati market. More 

information on the UAE’s historical, geographical, political, and religious background are 

presented in Appendix 2.  

2.3.1 Economy  

The increased integration of emerging markets within the global economy has led to new 

competitive landscapes for firms from these markets, as well as for firms operating therein 

(Kotabe and Kothari 2016). A key characteristic of emerging markets is that they are 

undergoing economic, social, and political developments, which represent the basis for firms 

from these markets being competitive in international markets (Hernandez and Guillén 2018). 

In this context, the UAE is an emerging market, as it has been developing its economic, 

social, and political environment since the 1970s (Nydell 2014). Furthermore, it is also the 

most developed country within the emerging markets of the GCC, while it also leads the 

region in terms of global competitiveness (Schwab 2017). Indeed, “As emerging markets 

continue to drive the global economy, the UAE’s proximity to the Middle East, Africa, India, 

and the Far East means worldwide organisations are increasingly choosing the country as a 

dynamic and well-placed meeting point” (Lawes 2014, 163). 

The UAE is one of the most dynamic economies in the world, having achieved rapid and 

remarkable growth in various sectors while also providing a safe, attractive, and stable 

economy despite the current global economic recession, recent fluctuations in oil prices 

(Dubai Chamber 2015), and instabilities in the region (Lawes 2014). The country also enjoys 

a strategic location between Europe, Asia, and Africa, and thus Chinese businesses, Indian 

traders, Latin Americans, and Western nationals use the UAE, especially Dubai, as a hub to 

access these three regions and the rest of the world (Kuntze and Hormann 2008; UAE 

Government 2016). One of the UAE’s economic advantages is represented by the low cost of 

labour (Explorer Group 2015) available from the Indian Subcontinent, employed primarily in 

the construction industry, as well as from South Asia, who are employed largely in the 

tourism and hospitality sector. Additionally, Western expats relocate to the UAE to enjoy tax-

free benefits, higher incomes in all sectors, and a good life provided by the booming service 

industry, while each year millions of tourists from all over the world arrive to enjoy this 

unique destination (Lawes 2014). 

In 1957, Abu Dhabi began producing and exporting oil, followed by Dubai in 1969 and 

Sharjah in 1973 (Dubai Chamber 2015; Nydell 2014). The huge revenues resulting from this 

brought the industry to the forefront of the UAE economy (Dubai Chamber 2015) and 

transformed the former fishing villages into modern cities with high-rise buildings (Nydell 

2014). Currently, the UAE is home to the world’s seventh largest oil and natural gas reserves, 
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holding 4 percent of the world’s oil reserves and 3.5 percent of gas reserves (UAE 

Government 2016). The revenue obtained from the oil and gas industry has enabled the UAE 

government to initiate social and economic development as well as develop the country's 

infrastructure and industries, where nowadays non-oil sectors contribute to over 67 percent of 

the country’s GDP (UAE Government 2016). Key non-oil sectors in UAE include banking 

and finance, construction, hospitality and tourism, aviation, healthcare, trade and logistics, 

among others (Explorer Group 2015).  

In 2016, the UAE’s GDP was recorded at USD 371.4 billion and GDP per capita reaching 

USD 37,677.9 (Schwab 2017). Although the UAE is still considered a tax-free haven, on 1 

January 2018, 5 percent value added tax (VAT) was introduced in the country. Despite this, 

some products and services are exempt from VAT, and there is no tax on business profit or 

private incomes (UAE Ministry of Finance 2017). According to The Global Competitiveness 

Report 2017-2018, the UAE ranks 17th, continuing to lead the Arab World in competitiveness 

(Schwab 2017). This is based on ranking and scores for the 12 pillars composing the Global 

Competitiveness Index, among which the UAE ranks very well in goods market efficiency 

(rank three), institutions (rank five), infrastructure (rank five), labour market efficiency (rank 

11), and business sophistication (rank 13) (Schwab 2017).   

2.3.2 Business 

Located in a strategic position in the centre of the Middle East and home to more than 200 

nationalities, the UAE is “one of the most cosmopolitan countries in the world” and also “one 

of the most progressive, open-minded countries in the region” (Lawes 2014, 3). The country 

attracts many investors and entrepreneurs based on its stability, its strategic location between 

East and West, its lack of taxation, continuous business development, and other benefits, even 

though there are still niches and gaps in the market that need to be filled (Lawes 2014). The 

key incentives and enablers offered by the UAE to foreign investors include: 1) No personal 

or corporate income tax, (2) Tax holiday on profits, (3) 100 percent foreign ownership of 

companies in Free Trade Zones (FTZs), and (4) 100 percent repatriation of profits and capital 

with respect to foreign enterprises in FTZs (BLOOVO Middle East 2016). 

When setting up a company in the UAE, there are two main options: ‘Mainland’ or ‘free 

trade zones’, each of which provide different advantages to a business and its owners. All 

companies set up on mainland (outside a free trade zone) are required to obtain a valid trade 

license, which determines the type of business activity permitted to be practiced. When 

choosing a mainland registered company, there are two main options; first, sponsorship from 

a UAE national, who will have a minimum 51 percent stake in the business (in which case the 

company will either be a limited liability company or a shareholding company); second, 

sponsorship from a local service agent (applicable if setting up a branch of an existing 
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company, a sole proprietorship company or a civil business) (Explorer Group 2015; Lawes 

2014). 

The UAE has over 30 free trade zones that are specialised in various types of activities and 

provide certain benefits to businesses registered there, such as exemption from corporate taxes 

and export or import duties, full foreign ownership, and 100 percent profit repatriation, among 

others (UAE Government 2016). The free trade zones also have their own rules and 

procedures for company setup, and encourage foreign investment, but also include significant 

annual fees (Lawes 2014). Each free trade zone is specialised in specific activities (such as 

media, information technology, science and engineering, textiles, healthcare, and many 

others), and is autonomously run by its own authority. However, businesses registered in a 

free trade zone cannot conduct business in the UAE mainland market without locally 

appointed distributors or specific additional licenses (Lawes 2014). 

Apart from its advantageous location, the UAE offers many other benefits for business 

operations and travelling, including transportation projects, such as the Dubai Metro, 

nationwide rail expansions and airports, good road infrastructure, inexpensive taxi services, 

and a good and continually improving infrastructure (Lawes 2014). The UAE also has a great 

variety of business hotels, the large part of which are based in Dubai and Abu Dhabi, 

providing business facilities and equipment where firms can host events, conferences, 

meetings, and other business gatherings (Lawes 2014). Furthermore, conferences and 

exhibitions from various industries are growing rapidly in the UAE (Lawes 2014), featuring 

some of the largest exhibitions in the region, such as ADIPEC (Abu Dhabi International 

Petroleum Exhibition and Conference), Gulfood, The Big 5, The Hotel Show and many 

others. The UAE also boasts various platforms for business support and advice, with 

dedicated business groups, networks, councils, workshops, seminars and so on, which provide 

tools to businesses to grow and succeed in the market (Lawes 2014). 

2.3.3 Socio-Cultural Environment 

The population of the UAE is over 9.5 million (as of 2018), of which 72 percent are male and 

28 percent female (Global Media Insights 2018). The UAE’s population includes 

predominantly Arab and Asian nationals, as well as nationals from many other countries 

(Dubai Chamber 2015), of which 11 percent are UAE nationals (called Emiratis), 27 percent 

Indians, 13 percent Pakistanis, 6 percent Filipinos, and 4 percent Egyptians, while the 

remaining 39 percent are expats from other countries (Global Media Insights 2018). Emirati 

citizens enjoy certain privileges over foreigners (e.g. ability to own a property in any area, the 

right to sponsor mainland businesses, increased job opportunities through the ‘Emiratisation’ 

campaign etc.) (Lawes 2014). Over half of the population of the UAE is between 15 to 49 

years of age, and about 25 percent of the population is younger than 20 (Kuntze and Hormann 

2008). With reference to income inequality in the UAE, as of 2016, the top 10 percent share 
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of national income holds 63 percent, followed by the middle 40 percent share holding 28 

percent, while the bottom 50 percent share holds only 9 percent of the total national income 

(World Inequality Database 2017). Islam is the national religion in the UAE (Lawes 2014), 

while Arabic is the official language. All official documents and communications in Arabic, 

however, English is widely used in the country (Dubai Chamber 2015; Marsh 2015; UAE 

Government 2016). 

The UAE has a rich heritage with some distinct Arab and Islamic features, including family 

cohesion, solidarity, hospitality, and tolerance, as well as dignity, reputation, honour, and 

pride (Nydell 2014; UAE Government 2016). Arabs are very loyal to their families, have a 

conservative social morality, are polite, generous, humanitarian, and loyal (Nydell 2014). 

Emirati families live together and have a cohesive bond, the basis of which coming from 

Islam and tribal ties, and share the traditional values of sharing and cooperation. Emiratis are 

social, and thus like to hold regular gatherings and meet people, treating their guests with 

utmost honour (UAE Government 2016). As a result of their cultural heritage, Arab business-

related characteristics and relationships include their wider introductions, visiting patterns, 

business friendships, and social formalities and etiquette, where relationships are very 

personalised and friendships start and develop quickly. They are also much more relaxed 

about timing, unlike Westerners, and often, successful business relationships will depend on 

the cultivation of good personal relations and patience (Marsh 2015; Nydell 2014). As a 

result, in order to conduct business successfully with Arabs, regular contact with clients 

through phone calls and visits helps to maintain good relationships, however, this also results 

in slower business processes and decision-making (Explorer Group 2015; Marsh 2015). In 

this context, networking is one of the most important tools in sales and marketing in the UAE, 

particularly at more sociable events, and can represent the difference between success and 

failure in this market (Explorer Group 2015; Marsh 2015).  

In recent years, the role of women in business has started to improve in the UAE, despite it 

being a long way off the status of developed countries, with just 2.5 percent of businesses 

owned by women in the UAE compared to 37 percent globally (Explorer Group 2015). As per 

the Global Competitiveness Report 2017-2018, the UAE also ranks only 121st (out of 140 

countries) in female participation in the labour force (Schwab 2018).  Despite this however, 

there are a few outlets in UAE where women can connect and network, and the government 

has taken various initiatives to support and improve the status of women in business in the 

country, such as business networks available only to women (e.g. Dubai Business Women’s 

Council, International Business Women’s Group, Heels & Deals etc.) (Explorer Group 2015).  

Social change is evident within Arab society, most of which as a result of the adoption of 

Western technology, healthcare systems, consumer products, education, financial structures, 

and even political ideas. Although Arabs see the benefits of modernisation, they adopt the 

technology that is beneficial to their society while rejecting harmful aspects, which allows 
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them to retain their traditional values. The influence of the Western world is clearly visible in 

the architecture and planning of Arab cities, where skyscrapers with air conditioning replaced 

their traditional houses and old city districts (Nydell 2014). 

2.3.4 Impact of Religion on Business 

In Arab society, religious affiliation is essential, and Arabs respect every person that sincerely 

practices a religion, be it Islam, Christianity, Hinduism, or any other. An Arab's whole way of 

life is affected by his religion on a daily basis. Their language has many religious expressions, 

religion is taught in schools, people give religious names, and decorate their cars and homes 

with religious symbols and artefacts, and so on (Nydell 2014). The official religion of the 

UAE is Islam, although practice of other, non-Islamic religious beliefs is allowed (Embassy 

of the UAE 2016; Lawes 2014; UAE Government 2016) and there are many Christian 

churches and a Hindu temple in the country (Embassy of the UAE 2016; Lawes 2014; UAE 

The National Council of Tourism & Antiquities 2016). 

In addition to Arab culture, to some extent, religion also impacts the way business is 

conducted in the UAE. For example, as the Islamic holy day is Friday (Explorer Group 2015), 

the working week in the UAE (and rest of the Middle East) is from Sunday to Thursday, 

where Friday and Saturday are weekend days, unlike Saturday and Sunday in most other 

countries. Muslims pray five times daily (Nydell 2014), including during official working 

hours. Based on the Islamic religion, conservative public attire is expected in the UAE, 

particularly for women (Explorer Group 2015), which also impacts business attire. Other 

particularities include separate areas for men and women in various government and 

commercial spaces, where even some retail spaces may allow access only to men or to women 

(e.g. beauty salons, swimming pools and others). Other considerations include non-Muslim 

businessmen taking care not to offer pork or alcohol to Muslim business partners, as this may 

cause offence (Explorer Group 2015). Every year, Muslims observe a month of fasting, which 

is called Ramadan (BBC 2016; Nydell 2014). The holy month of Ramadan brings a festive 

atmosphere, with activities taking place late at night and iftar meals shared with families and 

friends. This is accompanied by shorter working hours and changes to shop opening and 

closing times (Nydell 2014), resulting in a general business slowdown (Explorer Group 

2015).  

2.3.5 Particularities of Emirati Market 

We have selected the Emirati market because of its specific characteristics, of which we 

would like to summarise and emphasise the following particularities present in the country 

relevant to SME internationalisation into and from the Emirati market: 

− Its strategic location between Europe, Asia and Africa (UAE Government 2016); 
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− Other location advantages (UAE Government 2016) and opportunities in the market 

(Lawes 2014), such as the low cost of labour from Asia, lack of taxation, higher per 

capita incomes, booming service industry, continuous business development, stability, 

good infrastructure, and excellent business support services (Lawes 2014);  

− A high level of internationalisation and multiculturalism (Dubai Chamber 2015), with 

over 200 nationalities, making the UAE one of the most open-minded and progressive 

countries in the Middle East (Lawes 2014); 

− A particular business culture based on Arab culture and the Islamic religion (Nydell 

2014), requiring continuous interaction with key customers and building long-term 

relationships, where personal and business networks are extremely important to the 

success of a business (Explorer Group 2015; Marsh 2015; Nydell 2014); 

− A traditional and conservative society but a relatively liberal legal system for this region 

(Nydell 2014); 

− Oil and gas resources are the primary source of government revenue but with a 

diversified economy including other industries (Lawes 2014; Nydell 2014); 

− The most robust economy in the Middle East region, bringing further confidence to 

foreign businessmen and investors (Al Muhairi 2015); 

− One of the most dynamic economies in the world, with a rapid growth in investment, 

finance, commerce, industry, services, and oil and gas, with a safe and stable economy 

despite the current global economic recession (Dubai Chamber 2015); 

− The UAE’s superior risk profile compared to most other countries in the Middle East and 

other emerging markets worldwide (Kuntze and Mormann 2008); 

− The institutional voids in UAE, as in all emerging markets, which represent challenges 

for some business, but opportunities for other businesses that can take advantage of these 

gaps (Rogmans 2012) to create niche markets. 

All these and other aspects make the UAE a unique market, especially for foreign SMEs 

planning to enter the market, as they need to adapt their way of doing business in line with the 

requirements of the local cultures, especially Emirati, but also Indian, Pakistani, Filipino, 

European, and other nationalities. Furthermore, due to its more liberal and open-minded 

approaches, SMEs in the UAE also need to adapt their way of doing business in other 

countries in the Middle East, which are more conservative. On the other hand, when planning 

to expand into European, Asian, and other countries outside the Middle East region, SMEs 

from the UAE should adapt the way they do business in many other aspects, including 

language considerations and adapting to local business customs, as well as different local 

tastes and needs, among others. 

Despite the many opportunities and advantages available to businesses in the UAE, many are 

left with disappointing results as they are not prepared for the local business culture, which 

requires flexibility, patience, and long-term commitment (Kuntze and Hormann 2008).  
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3 FOREIGN MARKET ENTRY STRATEGIES 

Firms deciding to enter foreign markets are concerned primarily with three important choices: 

which markets to enter, how to enter (Lee and Lieberman 2010; Morschett, Schramm-Klein 

and Swoboda 2010; Nisar et al. 2012) and when to enter (Antončič and Hisrich 2001; 

Hilmersson and Johanson 2016). The time dimension of a firm’s internationalisation process 

represents a bridge between incremental internationalisation and internationalisation at, or 

soon after, inception, and is thus crucial (Antončič and Hisrich 2001) in the firm’s IB strategy. 

With reference to market entry modes (MEMs), the choice between a sole venture or a 

partnership represents a critical decision, as it may impact a firm’s success in a foreign market 

(Agarwal and Ramaswami 1992; Anderson and Gatignon 1986; Erramilli and Rao 1993). 

Therefore, the firm needs to decide how to organise foreign operations considering the costs 

and benefits of various types of MEM (Pinho 2007). SMEs need to be particularly cautious in 

this choice, as they usually lack international experience, skills, and various know-how 

(Collinson and Houlden 2005; Oviatt and Phillips McDougall 1994; Pinho 2007). 

Relevant literature uses various theoretical approaches regarding a firm's choice of MEMs. 

Table 2 below shows those most used. 

Table 2: Theoretical Approaches of Firm MEM Choice 

 

Theoretical approach Authors 

Eclectic (OLI) Paradigm 
De Villa, Rajwani and Lawton 2015; Dunning 1988; Laufs 

and Schwens 2014 

Transaction Cost Theory 
De Villa, Rajwani and Lawton 2015; Laufs and Schwens 

2014 

Institutional Theory 
De Villa, Rajwani and Lawton 2015; Laufs and Schwens 

2014; Scott 1995 

Network Theory 

Håkansson 1982; Håkansson and Johanson in 1992; Halinen 

and Törnroos in 1998; Hosseini and Dadfar 2012; Johanson 

and Mattsson 1988; Johanson and Vahlne 2009 

Resource-Based View 
Barney 1991; Chiao, Yang and Yu 2006; Grant 1991; 

Ionaşcu, Meyer and Estrin 2004 

Uppsala Model 

De Villa, Rajwani and Lawton 2015; Dow and Karunaratna 

2006; Johanson and Vahlne 1977; Johanson and 

Wiedersheim-Paul 1975 

Real Options Chi et al. 2019; De Villa, Rajwani and Lawton 2015 

Internalisation Theory  Buckley 2014; Rugman and Verbeke 2003 



 

29 

According to Dunning’s (1988) Eclectic (OLI) Paradigm, the following factors influence the 

choice of MEM: ownership advantages (firm specific assets and skills), locational advantages 

(based on market characteristics), and internalisation advantages (which analyse the costs 

associated with selecting a MEM) (De Villa, Rajwani and Lawton 2015; Laufs and Schwens 

2014). On the other hand, the transaction cost analysis approach is based on a firm’s cost 

minimisation (De Villa, Rajwani and Lawton 2015), as it focuses exclusively on the costs 

related to the transaction (Erramilli and Rao 1993). According to transaction cost economics, 

firms choose a certain MEM with the aim of minimising controlling and monitoring costs 

(Laufs and Schwens 2014) of foreign operations. 

According to the institutional approach, different country environments present formal (laws 

and rules) and informal (cultural values and norms) institutional constraints on organisational 

behaviour (De Villa, Rajwani and Lawton 2015; Henisz and Swaminathan 2008; Scott 1995) 

and regulate the host country business environment, which can influence a firm’s MEM and 

affect perceived risk (Brouthers 2002; Demirbag, Tatoglu and Glaister 2008). This is 

particularly relevant in emerging economies, where host countries design and implement 

policies to protect local businesses (Demirbag, Tatoglu and Glaister 2008). Next, network 

theory focuses on the business network as the starting point of a firm’s internationalisation 

(McAuley 1999; Ruzzier, Hisrich and Antončič 2006). Based on the network approach, SMEs 

undertake foreign market entry initiatives arising from opportunities created through their 

formal (business-related) and informal (e.g. family and friends) network relationships, in 

addition to the firm’s entrepreneur/manager’s strategic decisions (Coviello and Munro 1995).  

In line with resource-based view (RBV), a firm’s resources and capabilities determine its core 

CAs (Barney 1991), which represent the drivers of the firm’s internationalisation activities. 

Furthermore, Ruzzier, Hisrich and Antončič (2006, 486) argue that in strategic management, 

the RBV “focuses on sustainable and unique costly-to-copy attributes of the firm as the 

sources of economic rents, i.e. as the fundamental drivers of the performance and sustainable 

competitive advantage needed for internationalization”. From a different perspective, the 

Uppsala Model approach explains that transnational corporations expand their operations 

gradually; they first start entering foreign markets with lower levels of cultural distance and 

similar institutional conditions, and then move on to more distant and different host countries 

(De Villa, Rajwani and Lawton 2015; Johanson and Vahlne 1977; Johanson and Vahlne 1990; 

Johanson and Wiedersheim-Paul 1975). This doctoral dissertation research is based on both 

the RBV and the Uppsala Model, as we focus on a firm’s resources, capabilities, and CAs as 

key antecedents and determinants of firm’s internationalisation strategies and performance in 

foreign markets, while considering the moderating factors of cultural distance and other 

distance dimensions in this internationalisation process. 

According to the Real Options Theory, “a real option is a right, free of any obligation, to take 

a specific future action at some cost with regard to a tangible or intangible asset” (Chi et al. 
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2019, 526). From an IB perspective, the Real Options concept has been applied through its 

central idea of assessing uncertainties within the firm and in the foreign market, which can be 

seen as sources of threats, but more importantly, as opportunities for internationalising firms 

(De Villa, Rajwani and Lawton 2015). 

Internalisation Theory is focused on MNEs, particularly with regard to the understanding of 

their existence, strategy, and persistence. According to this theory, a firm (MNE) is delineated 

as an organisational alternative to markets, replacing external markets with internal ones 

(Buckley 2014).   

Collectively, these mainstream research approaches describe experiential knowledge, 

endogenous uncertainty, organisational capabilities or FSAs, know-how, and firm size as 

antecedents of MEM decisions. They also expose the following moderators influencing the 

choice of MEM: cost, culture, competition, host country specific advantages, exogenous 

uncertainty, competition, institutional risk, and networks (De Villa, Rajwani and Lawton 

2015). However, with reference to SMEs, organisational behaviour and the choice of foreign 

market entry strategies “cannot be fully understood without considering the characteristics of 

entrepreneur and employees” (Rhee 2008, 109). Authors often ignore the decision-makers, 

assuming they are rational and economic, unbiased and experienced only in their home 

country, but Nebus and Chai (2014) argue that these assumptions are questionable, and that 

various explanatory shortcomings of IB decision making models can be eliminated by 

including the views of the decision-maker. 

3.1 Foreign Market Entry Modes 

MEMs can be considered as alternative options available to firms for transferring resources 

between their home and host countries (Demirbag, Tatoglu and Glaister 2008). Although 

firms can enter foreign markets with various MEMs, exporting is often the starting phase of a 

firm’s internationalisation process, as well as the most common mode of market entry 

(Yurdagul et al. 2012), particularly in case of SMEs (Young 1987). The choice of MEM is 

very important because it is associated with risks in the host country (Hill, Hwang and Kim 

1990; Laufs and Schwens 2014; Nisar et al. 2012), the level of control over foreign operations 

(Anderson and Gatignon 1986; Laufs and Schwens 2014; Nisar et al. 2012), the level of 

resource commitment (Laufs and Schwens 2014; Nisar et al. 2012; Rhee 2008), and 

ownership and costs (Nisar et al. 2012). Although foreign markets can offer greater 

opportunities for firms than those available in their home country, “there is no single best 

internationalization strategy” (Morrison 2009, 239). The decision regarding each firm’s 

internationalisation strategy depends on the firm’s characteristics, its cultural environment, 

the type of industry in which the firm operates, and the institutional and cultural environment 

in the target host country (Morrison 2009), among other factors. 
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With reference to firm size, inconsistent findings regarding its impact on the choice of MEM 

are found within the relevant literature. However, empirical evidence shows that larger firms 

usually possess greater competencies and resources than smaller firms, putting them in a 

better position for investment and effectively competing in foreign markets (Agarwal and 

Ramaswami 1992; Pinho 2007). In this context, a significant distinction needs to be made 

between equity and non-equity modes (De Villa, Rajwani and Lawton 2015; Pan and Tse 

2000), as they differ dramatically in terms of resource commitment and level of control, risk 

and returns, and other characteristics and implications (Anderson and Gatignon 1986; Pan and 

Tse 2000; Pinho 2007).  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2: Foreign Market Entry Modes 

 

Various authors provide different categorisations of MEMs. In Figure 2 above, we show the 

categorisation of foreign MEMs used in our research, which include: 

− Equity modes, referred to as foreign direct investment (FDI), which include: Greenfield 

investments, such as WOS and JVs, and mergers and acquisitions (M&A); 

− Non-equity modes, which include: Exporting and contractual agreements, such as 

licensing, franchising, sub-contracting, joint research and development (R&D), joint 

marketing, and other types of contractual agreements. 

In the figure we also show a separate category representing JVs and contractual agreements as 

part of strategic alliance partnerships. 

With reference to MEM choice motives, based on their research results, Nisar et al. (2012) 

argue that JVs and M&A are often used to increase or protect a firm’s market share, as they 
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enable faster foreign market entries and facilitate international expansion. On the other hand, 

WOS choice motives include access to natural resources, economies of scale and R&D 

activities. The results of their study indicate that JV and M&A are used as defensive strategies 

to overcoming challenges from competitors, while WOS is used to obtain control (Nisar et al. 

2012). The authors further explain that traditionally, MEM strategies have been assessed 

based on financial results, but their study suggests also strategic motives that influence MEM 

choice, including speed of entry, increase in market share, and facilitating international 

expansion (Nisar et al. 2012). Table 3 below shows the key motives of firm influencer's 

foreign MEM choice as indicated by authors in the relevant IB literature. 

Table 3: Motives and Influencers of Foreign MEM Choice 

 

Motives and influencers Authors 

Parent firm size 

Agarwal and Ramaswami 1992; Demirbag, Tatoglu 

and Glaister 2008; Caves and Mehra 1986; Kogut and 

Singh 1988; Pinho 2007 

Firm’s multinational 

experience 

Demirbag, Tatoglu and Glaister 2008; Hennart and 

Reddy 1997; Kogut and Singh 1988 

Firm’s R&D intensity 

Brouthers and Brouthers 2000; Demirbag, Tatoglu and 

Glaister 2008; Kogut and Singh 1988; Padmanabhan 

and Cho 1995, 1999; Pinho 2007 

Relative size of the investment 

Brouthers and Brouthers 2000; Demirbag, Tatoglu and 

Glaister 2008; Hennart and Park 1993; Padmanabhan 

and Cho 1995 

Degree of product 

diversification 

Caves and Mehra 1986; Demirbag, Tatoglu and 

Glaister 2008 

Experience in foreign markets 
Demirbag, Tatoglu and Glaister 2008; Padmanabhan 

and Cho 1999; Pinho 2007  

From an SME point of view, Pinho (2007) argues that relevant predictors of SME choice of 

equity modes include: International experience, potential for growth, a firm’s ability to 

innovate, market specific knowledge, and market sales. On the other hand, Laufs and 

Schwens (2014, 1109) point out three other characteristics that are likely to influence SME 

choice of MEM: “The level of commitment to the foreign market, how they deal with risks in 

the host country, and the controllability of foreign market activities”. The authors also 

indicate that SMEs’ limited financial and personnel resources can limit their ability to choose 

high commitment foreign MEMs (Laufs and Schwens 2014). Furthermore, due to the type of 

SME ownership structure and management characteristics, MEM choice may differ from 

large MNEs. Family-owned firms, for instance, are often less willing to share control with a 

partner in a JV or other partnership (Fernández and Nieto 2006; Laufs and Scwens 2014). 
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Considering the above summaries and other antecedents and determinants of MEM choice by 

decision-makers present in relevant literature, our research focuses on resources, capabilities, 

and CAs as the most relevant predictors of MEM choice, while also considering moderating 

factors of cultural and other distance dimensions. However, as emphasised by Nebus and Chai 

(2014), we also ask SME decision-makers participating in the research to share all other 

antecedents and determinants that they perceive to have had an impact on their choice of 

MEM.  

In the following three sub-chapters (3.2, 3.3. and 3.4), we review in more detail each of the 

foreign MEMs present in Figure 2. 

3.2 Foreign Direct Investment 

FDI is considered an investment by a firm in a business located in a foreign country 

(Morrison 2009), in which the firm allocates their resource bundles to perform business 

activities in the foreign country while retaining strategic control of the business in that 

country (Verbeke 2013). As such, a key aspect of FDI is represented by the control of the 

investing firm over the foreign country business (Morrison 2009).  

 

Dunning’s eclectic paradigm (1988) suggests three primary motivations leading firms to 

perform activities in a host country: foreign market seeking, efficiency (cost reduction) 

seeking, and resource seeking. Similarly, Verbeke (2013) distinguishes four key motivations 

for performing activities in a host country, where in addition to the three motivations already 

provided by Dunning, Verbeke introduces another type of motivation: Strategic resource 

seeking. However, we need to point out that these motives are not mutually exclusive, but 

rather can be combined in different ways by the firm in various foreign markets (Zhang, 

Duysters and Filippov 2012). 

 

With reference to market seeking motives, market size is also generally recognised as an 

important determinant of FDI. Indeed, “as markets increase in size, so do opportunities for the 

efficient utilisation of resources and the exploitation of economies of scale and scope” 

(Buckley et al. 2007, 503). In case of emerging economy investors, market-seeking FDI is 

undertaken for traditional trade supporting reasons, efficiency-seeking FDI occurs when 

outward investors seek lower-cost locations for operations, while resource-seeking FDI comes 

about to acquire or secure a supply of raw materials and energy sources in short supply in the 

home country (Buckley et al. 2007). However, Yiu, Lau and Bruton (2007, 520) argue that 

firms in emerging economies “engage in FDI for enhancing their competitiveness rather than 

exploiting their existing set of advantages”. Furthermore, Tao, Zhanmiug and Xiaoguang 

(2013) argue that firms entering host countries which are less developed than their home 

countries have better chances of survival in the host market, while also being able to better 

exploit their managerial and technological advantages.   
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Greenfield Investment 

A greenfield investment can be defined as an “FDI which involves the investor in setting up 

an operation from scratch in a new location” (Morrison 2009, 43). As illustrated in Figure 2 in 

the previous sub-chapter, greenfield investment can be split into two different market entry 

modes: a WOS, where the investing firm is the sole investor of the new foreign operation, and 

a JV, where the investing firm invests in a new foreign operation as a co-investor with one or 

more strategic alliance partners.  

A WOS represents a start-up investment in new foreign operations and facilities, offering the 

greatest level of control over new operations in the host market but requiring the greatest 

investments and the longest set-up time (Tang and Liu 2011). As pointed out by Brouthers 

(2002), firms usually enter attractive foreign markets through WOS primarily because this 

mode can lead to the greatest opportunities for long-term profitability of the foreign 

subsidiary (Nisar et al. 2012). In this regard, Siripaisalpipat and Hoshino (2002, 44) a rgue 

that a WOS “is more likely to perform well if the parent firm possesses higher specific 

advantages”. 

Another form of greenfield investment is represented by JVs, which refer to a common 

investment in a new setup of foreign operations by two or more firms that share joint 

ownership as well as joint control over these new operations (Kogut and Singh 1988; Tang 

and Liu 2011). JVs are usually established by a foreign partner who tries to draw resources 

from a local partner to minimise risk and increase chances of success in that market; however, 

they might lead to issues between the two investing partners, as their interests may differ over 

time (Chang and Rosenzweig 2001; Tang and Liu 2011). 

Literature suggests that the main reasons for why firms choose JVs instead of sole ventures 

include the difficulty and higher costs of transferring their managerial techniques and values 

(Richman and Copen 1972) when managing the host country’s labour force and relationships 

with suppliers, buyers, and governments (Franko 1971; Richman and Copen 1972; Stopford 

and Wells 1972). This is also the case when assessing the costs and risks associated with 

investing and operating in foreign markets (Caves 1982; Davidson 1980) (in Agarwal 1994). 

In cases of greater CD between home and host country, the unfamiliarity with the host 

country may lead to transaction costs, and thus firms might prefer to form JVs with local 

firms instead of choosing a WOS (Nisar et al. 2012) as this can facilitate the adaptation of 

products to the local market requirements as well as share risks with the local partner (Chen 

and Hu 2002; Nisar et al. 2012). 
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Mergers and Acquisitions 

Firms have at their disposal two other forms of FDI: Mergers and acquisitions. Gaughan 

(2011, 12) defines a merger as “a combination of two corporations in which only one 

corporation survives and the merged corporation goes out of existence”. On the other hand, an 

acquisition refers to the purchase of an existing firm, providing the investing firm full 

ownership and control over the acquired firm (Kogut and Singh 1988; Tang and Liu 2011). 

According to Andrade, Mitchell and Stafford (2001), economic theory provides various 

reasons leading firms to invest in mergers, including: increased efficiency, creation of market 

power, establishment of market discipline, diversification, and attempts to over-expand 

through acquirer management. At the same time, Brouthers, van Hastenburg and van den Ven 

(1998) provide a different categorisation of the motives leading firms to invest in mergers: 

enhancement of the firm’s economic performance, managers’ personal benefits, and strategic 

motives. However, Chang and Rosenzweig (2001) point out at some risks related to 

acquisitions, such as the inability of the acquiring firm to properly assess the actual value of 

the acquired firm, which may result in the risk of overpaying for the acquired firm. This 

comes in addition to challenges faced by the acquiring firm after acquisition, such as cross-

cultural integration, for example (Tang and Liu 2011). Furthermore, Rossi and Volpin (2004, 

278) argue that in M&A “frictions such as transaction costs, information asymmetries, and 

agency conflicts can prevent efficient transfer of control”. 

In Appendix 3 we highlight the main aspects to be considered in the choice between JVs, 

mergers and acquisitions. 

3.3 Non-Equity Modes 

Non-equity modes can be split into two different MEMs. One is exporting, where a firm 

enters foreign markets by selling its products or services from its home country either directly 

to customers or indirectly in the foreign market (De Villa, Rajwani and Lawton 2015). The 

other is contractual agreements, where the firm enters the foreign market with strategic 

alliance partners or agents to produce and/or distribute goods in the foreign market (De Villa, 

Rajwani and Lawton 2015) through licensing, franchising, sub-contracting, joint marketing, 

joint manufacturing, joint R&D activities, and other agreements.  

Exporting 

Exporting usually requires minimal resource commitment and low financial risks, allowing 

greater strategic and structural flexibility in the foreign market (Young et al. 1989), and as 

such,  is the most popular mode of internationalisation, especially for SMEs (Leonidou, 

Katsikeas and Samiee 2002), as they generally lack the resources to enter foreign markets 
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through FDI (Chiao, Yang and Yu 2006; Zahra, Neubaum and Huse 1997). When firms 

decide to enter foreign markets through exporting, local distributors can provide significant 

insights into the local market, including best business practices, suitable marketing strategies, 

targeting and characterising the needs of customers, knowledge of local regulations, and the 

ability to hire the right staff (Arnold 2000). When deciding to deal with local distributors, the 

exporting firm should work on proper strategic planning for distributor selection as well as 

governance of the relationships with local distributors in order to succeed in the host country 

(Arnold 2000; Verbeke 2013).  

Exporting can provide various benefits to exporting firms, such as improving management 

capabilities and innovation of products and processes, strengthening the firm’s financial 

performance, and improving the production capacity utilisation (Terpstra and Sarathy 1997). 

As such, exporting remains attractive to many firms, especially SMEs, when compared to 

MEMs, which require higher levels of resource commitment (Piercy, Kaleka and Katsikeas 

1998). 

Contractual Agreements 

Contractual agreements are the most basic strategic alliances and include agreements for 

various forms of business cooperation and partnerships, as summarised in Table 4 below. 

Table 4: Common Types of Contractual Agreements 

 

Type of Contractual 

Agreement 
Authors 

Licensing 
Contractor and Lorange 1988; Ruzzier and Konečnik 

Ruzzier 2006; Yoshino and Rangan 1995 

Franchising Morrison 2009; Ruzzier and Konečnik Ruzzier 2006 

Sub-contracting Ruzzier and Konečnik Ruzzier 2006 

Service agreements Contractor and Lorange 1988 

Joint R&D activities 
Contractor and Lorange 1988; Morrison 2009; 

Yoshino and Rangan 1995 

Joint marketing Chadwick et al. 2011; Contractor and Lorange 1988 

Joint manufacturing Chadwick et al. 2011 

Joint distribution Yoshino and Rangan 1995 

Co-production Contractor and Lorange 1988 

Supply-buyer relationships Contractor and Lorange 1988 

Strategic alliances provide a range of diverse benefits, such as sharing costs and risks 

(Verbeke 2013; Zhang, Duysters and Filippov 2012), allowing goals to be met faster (Zhang, 

Duysters and Filippov 2012); gaining benefits from the partner’s complementary resources 
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(Verbeke 2013); accelerating ROI (Zhang, Duysters and Filippov 2012), accessing markets 

and resources (Zhang, Duysters and Filippov 2012); increasing efficiency through economies 

of scale and scope (Zhang, Duysters and Filippov 2012); and developing faster key 

capabilities aimed at delivering products and services that are valued by customers in the 

foreign market (Verbeke 2013). However, Verbeke (2013, 358) points out that in order for 

both firms to benefit from the alliance, “each must share some but not all of its knowledge 

and skills. Each partner must acquire new knowledge and skills and foster new FSAs without 

transferring its proprietary strengths”. 

3.4 Strategic Alliance Partners 

Firms enter into strategic alliances with partners to increase their market power, production, 

marketing, research, and other functions, as well as to provide products and services in 

foreign markets (Barringer and Harrison 2000; Chadwick et al. 2011). Zhang, Duysters and 

Filippov (2012, 105-106) argue that “alliances are intensive cooperative arrangements 

between two legally independent entities, aimed at realising competitive advantages for both 

partners (De Man et al., 2001), or temporary cooperative agreements in which two or more 

firms share reciprocal inputs to realise improved competitive positions for the partners 

involved while maintaining their own corporate identities (Heimeriks, 2004)”. 

Strategic alliances can be categorised into contractual relationships and equity partnerships 

(Zhang, Duysters and Filippov 2012). Contractual relationships are the most basic alliances 

and include licensing, franchising, sub-contracting, joint marketing, joint manufacturing, joint 

R&D activities, and other agreements, while in contrast, equity partnerships “are formed in 

terms of equity investment (Gulati and Singh, 1998; Nooteboom, 1999; Todeva and Knoke, 

2005) and JV (Lei and Slocum, 1991; Konke, 2001)” (Zhang, Duysters and Filippov 2012, 

106).  

One of the key aspects of strategic alliances is their propensity to be established on a short-

term basis, as their aim is to achieve specific common goals shared by the two partners. 

Despite this, once these common goals have been achieved, the alliance is usually terminated 

(Zhang, Duysters and Filippov 2012). The most common motives leading firms to enter into 

strategic alliances include: Access to critical resources and increasing market power 

(Barringer and Harrison 2000; Chadwick et al. 2011); Taking advantage of complementary 

assets (Chadwick et al. 2011); Obtaining resources (e.g. local facilities, knowledge, business 

networks etc.) (Barringer and Harrison 2000; Chadwick et al. 2011); Retaininig resources 

(Barringer and Harrison 2000; Chadwick et al. 2011); and sharing R&D costs required for the 

development of new products (Hamel, Doz and Prahalad 1989; Verbeke 2013). Furthermore, 

partnerships may offset losses in one foreign market with gains in other foreign markets 

(Boateng and Glaister 2003; Nisar et al. 2012). 
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Hamel, Doz and Prahalad (1989) identified four key principles that successful companies 

adhere to when forming strategic alliances. First, collaboration is competition but in a 

different form. Second, harmony is not the most important measure of success. Third, 

cooperation has limits, and therefore companies must defend against competitive 

compromise. Finally, learning from partners is paramount (Verbeke 2013, 356). Nevertheless, 

firms entering strategic alliances face various risks, such as knowledge dissipation (Verbeke 

2013), as well as dependence, exploitation and the abuse of one partner by the other 

(Anderson and Jap 2005; Verbeke 2013). In some cases, firms can even risk their FSAs being 

absorbed by the strategic alliance partner (Hamel, Doz and Prahalad 1989; Verbeke 2013). 
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4 FIRM PERFORMANCE 

Firm performance is one of the most relevant constructs in management and it is also 

commonly used as the final dependent variable in various studies (Santos and Brito 2012). 

Although different authors focus on various types or elements of firm performance, overall, 

they all seem to cover one important aspect; in one way or another, they talk about achieving 

predefined expectations.  

Within firm performance, two relevant theories have been studied during the last few decades: 

the shareholder theory and the stakeholder theory. In line with the shareholder theory, firms 

operate primarily to maximise the profits of its shareholders (or stockholders) (Friedman 

1962, 112), while the stakeholder theory advocates that the interests of all firm’s stakeholders 

should be taken into account in a firm’s management decision-making (DesJardins and 

McCall 2004; Freeman 1994; Jensen 2001; Tse 2011). Critics of shareholder theory focus on 

the fact that this model neglects the relevance of other firm’s internal and external players, 

such as employees, customers, suppliers, the government, and society, as they all contribute to 

the performance of the firm (Tse 2011, 53). They argue that the firm is not an isolated system 

(Biloslavo and Rusjan Figelj 2008, A191), and thus has the responsibility of serving the 

interests of all its internal and external stakeholders (Ayuso et al. 2007, Clarkson 1995; 

Donaldson and Preston 1995; Ruf et al. 2001; Tse 2011) as its exchange relationship with 

stakeholders influences firm performance (Biloslavo and Rusjan Figelj 2008, A191). 

However, one of the problems of the stakeholder theory is the difficulty that managers face in 

trying to satisfy the interests of multiple stakeholders (Tse 2011, 58), as these are often in 

conflict with each other (Biloslavo and Rusjan Figelj 2008, A191).   

A critical aspect of firm performance is its management, whose objective is to provide a 

proactive control system in which the corporate and functional strategies are deployed 

companywide and feedback is obtained through a performance measurement system (Bititci, 

Carrie and McDevitt 1997). On a basic level, performance management should define and 

control how a firm uses various systems to manage its performance. In this context, 

performance measurement is critical for the effective performance management of any firm 

(Demirbag et al. 2006), as it can provide significant information that can enable performance 

to be monitored, as well as enhancing management, report progress, and improving 

motivation and communication, as well as pinpointing problems (Waggoner, Neely and 

Kennerley 1999). As such, performance measurement is at the core of the performance 

management process and serves to effectively and efficiently manage performance (Al-

Matari, Al-Swidi and Fadzil 2014). 

We can identify a variety of indicators of firm performance present in empirical studies 

conducted over the past few decades. In most cases, financial performance is used with 
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accounting measures of profitability (Santos and Brito 2012). Apart from financial 

performance indicators, such as growth, profitability, and market value, some of the more 

recently developed groups of firm performance indicators are focused on non-financial 

strategic performance, management satisfaction, customer satisfaction, employee satisfaction, 

as well as export performance, social performance and environmental performance. Table 5 

below shows the most common performance indicators presented in the relevant literature. 

Table 5: Types of Performance Indicators 

 

Performance Indicator Authors 

Financial performance 

indicators  

Al-Matari, Al-Swidi and Fadzil 2014; Chakravarthy 1986; 

Cho and Pucik 2005; Glick, Washburn and Miller 2005; 

Geringer, Tallman and Olsen 2000; Kim, Hwang and Burgers 

1989; Morck and Yeung 1991; Santos and Brito 2012; 

Venkatraman and Ramanujam 1986; Whetten 1987; Zou, 

Taylor and Osland 1998 

Non-financial strategic 

performance indicators 

Burney, Henle and Widener 2009; De Waal 2013; Kaplan and 

Norton 1992; Micheli and Manzoni 2010; Robins, Tallman 

and Fladmoe-Lindquist 2002; Simon 1995; Marr 2006; Zou, 

Taylor and Osland 1998 

Management 

satisfaction indicators 

Akyol and Akehurst 2003; Bonoma and Clarke 1988; 

Cadogan, Diamantopoulos and Siguaw 2002; 

Diamantopoulos 1999; Katsikeas, Leonidou and Morgan 

2000; Lages 2000; Lages, Lages and Lages 2005; Lages, Jap 

and Griffith 2008; Seifert and Ford 1989; Sousa 2004; Wang 

and Olsen 2002; Zahra, Neubaum and Huse 1997; Zou, 

Taylor and Osland 1998 

Customer satisfaction 

indicators 

Anderson, Fornell and Lehmann 1994; Angelova and Zekiri 

2011; Boulding et al. 1993; Cengiz 2010; Connolly, Conlon 

and Deutsch 1980; Cronin, Brady and Hult 2000; Danaher 

and Haddrell 1996; Giese and Cote 2000; Hallowell 1996; 

Luo and Bhattacharya 2006; Santos and Brito 2012; Zammuto 

1984 

Export performance 

indicators 

Bartlett and Ghoshal 1989; Cavusgil and Zou 1994; Chiao, 

Yang and Yu 2006; Katsikeas, Leonidou and Morgan 2000; 

Leonidou, Katsikeas and Samiee 2002; Piercy, Kaleka and 

Katsikeas 1998; Sousa 2004; Zou, Taylor and Osland 1998 

Employee satisfaction Santos and Brito 2012 

Social performance  Santos and Brito 2012 

Environmental 

performance 
Santos and Brito 2012 
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In the next sub-chapters, we focus on the first five indicators listed above. 

4.1 Financial Performance 

Achieving financial performance usually satisfies firm owners, shareholders, or other 

investors (Chakravarthy 1986) and is often represented by the firm’s profits, growth, and 

market value (Cho and Pucik 2005; Venkatraman and Ramanujam 1986). Glick, Washburn 

and Miller (2005) state that profitability measures a firm’s past ability to generate returns, 

while Whetten (1987) argues that growth demonstrates a firm’s past ability to increase its 

size.  

Thus, to properly assess a firm’s financial performance, proper financial measures need to be 

adopted. Some of the most commonly used financial performance measures include: Return 

on Assets (ROA) (Delios and Beamish 1999; Gomes and Ramaswamy 1999; Grant 1987; 

Grant, Jammine and Thomas 1988; Hitt, Hoskisson and Kim 1997; Kim, Hwang and Burgers 

1989); Return on Sales (ROS) (Daniels and Bracker 1989; Geringer, Beamish and DaCosta 

1989; Kim, Hwang and Burgers 1989; Tallman and Li 1996); Return on Equity (ROE) (Grant 

1987; Wan 1998), Sales Growth (Geringer, Tallman and Olsen 2000; Kim, Hwang and 

Burgers 1989); Tobin’s Q (Morck and Yeung 1991; Ramírez-Alesón and Espitia-Escuer 

2001); and Return on Stock Price (Chiao, Yang and Yu 2006, 481).  

Many other objective approaches and measures have been used in studies to measure financial 

performance. However, each financial performance measure falls into one of these two 

categories: accounting-based measures and market-based measures (Al-Matari, Al-Swidi and 

Fadzil 2014). In general, accounting-based measures are considered effective indicators of 

firm profitability, in which the two most frequently used measures are ROA and ROE, 

followed by Profit Margin (PM), ROS and Earnings per Share (EPS) (Al-Matari, Al-Swidi 

and Fadzil 2014). Other accounting-based indicators that have been used to measure firms’ 

financial performance include: Return on Investment (ROI), Operating Cash Flow (OCF), 

Operation Profit (OP), Growth in Sales (GRO), Return on Capital Employed (ROCE), 

Expense to Assets (ETA), Cash to Assets (CTA), Sales to Assets (STS), Expenses to Sale 

(ETS), Labour Productivity (LP), Cost of Capital (COC), Return on Revenue (ROR), Profit 

Per Employee (PPE), Return on Fixed Assets (ROFA), and others (Al-Matari, Al-Swidi and 

Fadzil 2014). Some researchers have criticised the accounting-based measurement of firm 

performance (Aaker and Jacobson 1987). Geringer, Beamish and DaCosta (1989) for example 

argued that ROS is appropriate only for IB studies, due to the fact that it is reported in terms 

of foreign exchange spot rate and could result in manipulation of asset valuations. However, 

most scholars consider accounting-based measures acceptable (Chiao, Yang and Yu 2006). 

On the other hand, market-based measurement of firm performance is categorised as long-

term and is defined by expectations of the firm’s future performance, which are in turn based 
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on previous or current performance (Shan and McIver Ron 2011; Al-Matari, Al-Swidi and 

Fadzil 2014). Market-based measurement includes measures such as Tobin’s Q, Market Value 

Added (MVA), Market-to-Book Value (MTBV), Annual Stock Return (RET), Divided Yield 

(DY), Price-Earnings Ratio (PE), Log of Market Capitalization, Stock Repurchases, Superior 

to Cumulative Abnormal Returns (CARs) and other (Al-Matari, Al-Swidi and Fadzil 2014). 

Of these, Tobin’s Q is the most used market-based measurement and refers to a traditional 

measure of the firm's expected future performance over the long-run (Bozec, Dia and Bozec 

2010).  

4.2 Strategic Performance 

In today’s competitive environment, businesses can no longer rely exclusively on financial 

figures as they indicate only a part of their performance, providing information only on past 

performance. Furthermore, with the introduction of stakeholder theory, firms need to consider 

the interests of all firm’s stakeholders in their decision-making (DesJardins and McCall 2004; 

Freeman 1994; Jensen 2001; Tse 2011), meaning that non-financial indicators also need to be 

also taken into consideration. As a result, over the last few decades, managers have started 

using new, non-financial indicators to reflect a firm’s strategic performance. 

When competing in international markets, firms require new approaches toward strategic 

performance management (SPM) (Marr 2006). For this purpose, the firm needs to create an 

environment in which everyone understands and is involved in the firm’s strategic direction. 

The base for SPM is therefore a shared understanding of the firm's strategy at all 

organisational levels (Marr 2006). Based on study results, De Waal (2013) argues that the 

main motives driving managers to implement an SPM system in a firm include the need to 

have better control over the organisation and to improve firm performance. The 

implementation and use of an SPM system helps the firm to define strategic objectives, direct 

focus, and motivate employees to act toward achieving them (De Wall 2013; Micheli and 

Manzoni 2010). Several studies also suggest that SMP generally leads to improved firm 

performance (Micheli and Manzoni 2010) and that firms that use an SPM system perform 

better than other firms, both financially and non-financially (De Waal 2013). On the other 

hand, study results also show potential disadvantages connected to the use of SPM. In fact, if 

the implementation of the SPM system is done poorly, measurement and management 

processes can be very expensive and even harmful to the firm (Micheli and Manzoni 2010).  

Within SPM, performance measurement plays a significant role and includes collecting, 

analysing, and distributing information relevant for the effective execution of other sub-

processes, as well as to support decision-making (De Waal 2013). To properly manage 

strategic performance, the firm needs to develop measures for customer value proposition, 

core competencies, and the underlying resources. By doing so, defined measures become 

future performance indicators that represent the basis for SPM (Marr 2006). Within the 
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performance measurement process, information and data are presented in two distinctive 

forms: 1) As critical success factors (CSFs), which provide qualitative descriptions of an 

element of the firm strategy; and 2) As key performance indicators (KPIs), which quantify 

CSFs and make them measurable. The use of CSFs and KPIs enables measurement, analysis, 

and control over the achievement of strategic objectives. Without them it will remain unclear 

whether strategic objectives are being achieved (De Waal 2013).  

Strategic performance measurement systems (SPMSs) include multiple financial and non-

financial measures (Burney, Henle and Widener 2009), wherein the most used indicators for 

measuring strategic performance include: 

− Financial indicators, such as growth, sales, and profitability;  

− Non-financial indicators, which are usually based on the use of a Likert scale to provide 

manager assessment, including overall strategic performance, management development, 

labour productivity, quality of products and services, and achievement of strategic goals, 

as well as other measures (Robins, Tallman and Fladmoe-Lindquist 2002). 

To remedy the deficiency in financial accounting performance indicators, in 1992, Kaplan and 

Norton devised the Balanced Scorecard, an SPM system extensively used in business that 

applies a set of financial and non-financial performance indicators covering four main 

perspectives: financial perspective, customer perspective, internal business perspective, and 

innovation and learning perspective. Based on survey results, Burney, Henle and Widener 

(2009) argue that over 80 percent of global companies (that participated in the survey) use a 

variation of the Balanced Scorecard.  

After decades of practice and academic research in strategic performance measurement, little 

consensus has been reached regarding its benefits and limitations (Micheli and Manzoni 

2010). In their article, Micheli and Manzoni (2010) present that the design and purpose of 

SPMS, as well as clarity over the nature and objectives of SPMS, needs to be considered in 

order for strategic performance measurement to effectively contribute to firm performance, as 

well as to resolve a number of apparent paradoxes. Firms need to define their SPMS as 

strategic or operational, and design it based on the roles assigned to strategic performance 

measurement. Although the implementation and use of an SPM system helps the firm to 

define strategic objectives, SPMSs alone cannot guarantee business performance, rather they 

need to be used in combination with rituals, routines, training programmes, reward, and 

recognition systems, as well as other mechanisms in the firm (Micheli and Manzoni 2010). 

Only in this way can they successfully help a firm to achieve its strategic goals and 

performance. 
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4.3 Management Satisfaction 

Satisfaction as a measure was introduced by Bonoma and Clarke (1988) in the marketing field 

and was then empirically tested by Seifert and Ford (1989) in the exporting field. The 

measurement of manager satisfaction overcame certain limitations related to the previous 

exclusive use of financial performance measures. With the use of non-financial and subjective 

measures of firm performance, other important organisational and environmental factors 

related to performance were taken into account (Lages 2000). 

Although, only a few studies examined management satisfaction when measuring firm 

performance, with literature paying only a little attention to the factors that lead to manager 

satisfaction with export performance (Wang and Olsen 2002), over the last three decades 

there has been a gradual increase in IB studies that have taken into consideration management 

satisfaction as one of the variables of export performance (Akyol and Akehurst 2003; 

Cadogan, Diamantopoulos and Siguaw 2002; Diamantopoulos 1999; Katsikeas, Leonidou and 

Morgan 2000; Lages 2000; Lages, Lages and Lages 2005; Lages, Jap and Griffith 2008; 

Seifert and Ford 1989; Sousa 2004; Wang and Olsen 2002; Zahra, Neubaum and Huse 1997; 

Zou, Taylor and Osland 1998). 

In the management satisfaction context, managerial perception is a key element to keep in 

mind, as managers' expectations regarding firm performance and their perceptions 

surrounding the achievement of those expectations and goals play a key role (Lages, Jap and 

Griffith 2008) in their strategic decision-making. Managerial perception is also important to 

consider within management satisfaction measures, as aside from the perceived degree of firm 

success, it also reflects managers’ opinions on their key strategic performance indicators, such 

as market expansion and penetration, competitive response, and other strategic business 

aspects (Sousa 2004).  

Many items for measuring management satisfaction with export performance have been 

introduced and used by researchers over the last two decades. In the table set out in Appendix 

4, we show an overview of the main measures used in the reviewed literature. 

In measuring management satisfaction with export performance, Wang and Olsen (2002) 

proposed and tested a model, which considers management satisfaction and export 

performance as both a dependent variable and also an indicator of export success. With their 

model, the authors propose that exporter satisfaction “is primarily a function of 

disconfirmation and performance” and suggest that “the firm’s export-related knowledge and 

marketing expertise positively affect disconfirmation and performance” (Wang and Olsen 

2002, 42). Based on their research results, Wang and Olsen (2002) argue that background 

knowledge, export marketing expertise, and export performance represent the three 

antecedents of management satisfaction with export performance. Furthermore, their results 

suggest “that exporter satisfaction is driven by the manager’s perception of the firm’s 
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exporting performance in terms of both profitability and disconfirmation of prior 

expectations” Wang and Olsen (2002, 54). 

4.4 Customer Satisfaction 

In today’s competitive markets, monitoring, analysing, and responding to changing consumer 

preferences and other market information faster than competitors are essential behaviours for 

companies (Halaç, Biloslavo and Bulut 2013). As such, customer satisfaction has become one 

of the key aspects for a firm's successful operation. Thus, in order to effectively compete in 

local and international markets, companies must be customer-oriented, providing customers 

with goods and services that match their expectations (Santos and Brito 2012). In this regard, 

customer satisfaction represents one of the central approaches to product and service quality, 

serving as a base for a customer-oriented business culture and management (Cengiz 2010).  

A very important characteristic of customer satisfaction is its highly personal nature, which is 

greatly influenced by individual expectations (Cengiz 2010). Boulding et al. (1993) present 

two different conceptualisations of customer satisfaction: Transaction-specific and 

cumulative. From a transaction-specific perspective, customer satisfaction is considered a 

post-purchase evaluation of a specific purchase occasion, thus based on a particular product or 

service encounter; while cumulative customer satisfaction considers the overall evaluation of 

a purchase and consumption experience with a product or service over time, thus providing a 

more fundamental indicator of firm performance (Anderson, Fornell and Lehmann 1994). 

Based on this, it is the cumulative satisfaction that most motivates a firm’s investments into 

achieving higher customer satisfaction (Anderson, Fornell and Lehmann 1994). 

In relevant literature we find many factors affecting customer satisfaction, such as 

friendliness, courtesy, knowledge and helpfulness of employees, billing accuracy, clarity and 

timelines, competitive pricing, product or service quality, good value, quick service and other 

factors (Angelova and Zekiri 2011). However, based on their research, Fornell et al. (1996, 9) 

argue that there are three main antecedents of overall customer satisfaction: perceived quality 

of the product or service, perceived value, considered “the perceived level of product quality 

relative to the price paid”, and customer expectations, including both prior-consumption 

experience with the product or service as well as a forecast of the future quality of the product 

or service.  

Another key element in customer satisfaction is represented by customer perception 

(Angelova and Zekiri 2011; Giese and Cote 2000; Fornell et al. 1996; Oliver 1981; Tse and 

Wilton 1988), which plays an important role in relation to expectations and the highly 

personal characteristics of satisfaction evaluation. Furthermore, customer satisfaction is also 

the result of a customer’s perception of the product or service value in terms of perceived 

quality relative to price and other attributes (Cronin, Brady and Hult 2000), or relative to the 
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value expected from competitors’ products or services (Hallowell 1996). Based on many 

research studies and definitions concerning customer satisfaction, we can conclude that, as 

identified by Fornell et al. (1996), expectations, perceived quality, and perceived value play a 

very important role in the formation of customer satisfaction (Angelova and Zekiri 2011; 

Cengiz 2010; Churchill and Surprenant 1982; Cronin, Brady and Hult 2000; Giese and Cote 

2000; Hallowell 1996; Luo and Bhattacharya 2006; Oliver 1981; Tse and Wilton 1998).  

Results from various studies indicate that higher levels of customer satisfaction lead to greater 

customer loyalty (Anderson, Fornell and Rust 1997; Bearden and Teel 1983; Boulding et al. 

1993; Rust and Zahorik 1993) and increased customer retention (Anderson, Fornell and 

Mazvancheryl 2004; Cengiz 2010) in addition to aggregate retention rate, market share, and 

higher profits (Rust and Zahorik 1993). In this context, customers’ beliefs regarding the 

perceived higher value of products and services provided by one company compared to 

competitors results in distinctive loyalty behaviours, such as relationship continuance, 

increased relationship scale or scope, and word of mouth recommendations (Hallowell 1996). 

Various authors argue that increased customer loyalty and/or retention leads to increased 

profits through higher future revenues (Anderson, Fornell and Mazvancheryl 2004; Cengiz 

2010; Hallowell 1996; Luo and Bhattacharya 2006; Reicheld and Sasser 1990; Rust, Zahorik 

and Keiningham 1994); Higher levels of cash flow (Luo and Bhattacharya 2006); Reduced 

costs of future transactions (Anderson, Fornell and Rust 1997, 2004; Cengiz 2010; Reicheld 

and Sasser 1990); Reduced costs for the acquisition of customers (Hallowell 1996; Reicheld 

and Sasser 1990); Lower customer price sensitivity (price elasticities) (Anderson, Fornell and 

Rust 1997; Hallowell 1996; Reicheld and Sasser 1990); Reduced costs to serve customers 

familiar with the company’s service delivery system (Hallowell 1996; Reicheld and Sasser 

1990); Increased market value (Anderson, Fornell and Mazvancheryl 2004; Fornell et al. 

2006; Luo and Bhattacharya 2006); Increased shareholder value (Anderson, Fornell and 

Mazvancheryl 2004), and minimised likelihood of customers defecting if quality falters 

(Anderson, Fornell and Rust 1997) or in case of competition and environmental chocks 

(Anderson et al. 2004; Cengiz 2010).  

In literature, we can find various measures of customer satisfaction, such as customer 

responses to single questions with the use of a Likert scale (Hallowell 1996), managerial 

assessment regarding customer satisfaction with the use of a Likert scale (Paladino 2006), or 

through the use of service index and price index, which reflect customer satisfaction with 

service and price (Schneider and Bowen 1995).  

4.5 Export Performance 

Over the past six decades, export performance has been looked at in detail and has become the 

most researched theme in exporting research in the 2000s (Leonidou, Katsikeas and 

Coudounaris 2010). Substantial empirical research has been undertaken to identify the factors 
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responsible for successful exporting, focusing on five major groups of variables that influence 

export performance: Managerial, organisational, and environmental (Leonidou, Katsikeas and 

Samiee 2002; Leonidou, Katsikeas and Coudounaris 2010), as well as targeting and market 

mix variables (Leonidou, Katsikeas and Samiee 2002). In more contemporary research related 

to export performance, authors have also focused on export competitive advantage, 

organisational learning, and export market orientation as contributing factors to export 

performance (Leonidou, Katsikeas and Coudounaris 2010). However, the measurement of 

export performance in empirical studies is a controversial issue for international researchers 

(Piercy, Kaleka and Katsikeas 1998) due to the lack of consensus on how export performance 

should be measured. 

Research studies on export performance Zou, Taylor and Osland (1998) have identified five 

main groups of determinants for export performance:  

− Firm characteristics; 

− Product characteristics; 

− Market characteristics; 

− Industry characteristics; 

− Export marketing strategy.  

In another study, Piercy, Kaleka and Katsikeas (1998) emphasise the importance of CAs in 

export performance, suggesting that in evaluating export market opportunities, firms should 

pay serious attention to the resources and skills required to achieve a CA in the foreign 

market, as well as ways of re-engineering their resources and skills for exporting. 

Nevertheless, building on previous research on exporting, Kahiya (2018) also emphasises the 

role of export barriers in reducing export performance, particularly in case of procedural, 

competition, and trade-related barriers. Furthermore, research findings indicate an inverse 

relationship between management aspirations and predispositions, as well as knowledge and 

experience barriers with export performance (Kahiya 2018). In other research, Arteaga-Ortiz 

and Fernández-Ortiz (2010 in Paul, Parhasarathy and Gupta 2017) indicate that knowledge, 

resources, procedure, and exogenous barriers are key factors with regard to export barriers. In 

another study, Kundu and Katz (2003 in Paul, Parhasarathy and Gupta 2017) also argue that 

the owner characteristics play a significant role in export performance. 

Various export performance measures have been used in studies, such as export success, 

management satisfaction with overall export performance, meeting management expectations, 

overall export performance compared to competitors, and strategic export performance (Sousa 

2004), among others. In the table presented in Appendix 5, we provide an overview of the 

main measures of export performance used in the reviewed literature, in addition to 

management satisfaction measures already highlighted in the respective chapter. 

In research studies on export performance, Zou, Taylor and Osland (1998) identified three 

different groups of indicators used to measure export performance: financial performance, 
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which is based on financial outcomes of exporting (e.g. export sales, export sales growth, 

export profits and export intensity); strategic performance, which considers the attainment of 

strategic goals (e.g. improved competitiveness, increased market share, and strengthened 

strategic position); and management satisfaction, which advocates the use of perceptual or 

attitudinal measures of performance (e.g. perceived export success and satisfaction with the 

export ventures, propensity to export, attitude toward exporting and attitude toward 

overcoming barriers to exporting). Similarly, in their study, Lages, Jap and Griffith (2008) 

considered the following three dimensions regarding export performance: export intensity, 

measured as a percentage of exports compared to a firm’s total sales and profits; export 

achievement, measured as a firm’s level achievement of its export goals in terms of sales, 

profitability and market share, as well as overall performance of the export venture; and 

export satisfaction, measured by the assessment of the effectiveness of marketing 

programmes in terms of sales, profitability, and market share, as well as overall performance 

of the export venture. 

In their research, Akyol and Akehurst (2003) used objective and subjective measures of export 

performance, where objective measures included export sales and export growth, while 

subjective measures were based on managers’ perception of export performance compared to 

major competitors in the industry. These subjective measures included: satisfaction with 

export operations, competitive performance, and overall export performance, all of which 

were measured with the use of a five-point scale. Another similar grouping of export 

performance indicators was used by Cadogan, Diamantopoulos and Siguaw (2002): level of 

management satisfaction in achieving export objectives (e.g. export sales volume, export 

profits, export market share, and rate of new market entry) measured with the use of a seven-

item scale; growth in export sales, measured as a percentage change over the past three years; 

and global assessment of export sales, measured by respondents rating of a firm’s overall 

export performance with the use of a seven-point scale. 

Based on the literature review conducted by Sousa (2004), they discovered around 50 

different export performance indicators, which, as the author concludes, indicates a lack of 

consensus regarding the concept of export performance itself. This large number of different 

performance indicators makes it difficult to compare findings from various studies, thus 

restricting the advancement of export performance literature. In their research, 

Diamantopoulos (1999) also argues that authors only use one type of multi-item measures—

scales of reflective indicators, while neglecting cause indicators, regardless of their 

appropriateness in many instances. Other authors have also emphasised conflicting findings 

on export performance as found in relevant literature, as well as the lack of consensus on how 

export performance should be measured (Cavusgil and Zou 1994; Zou, Taylor and Osland 

1998). As there is no unified performance measurement that would allow us to compare 

different studies, and since most of the literature on export studies has been conducted in a 
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one-country context, the development of an export performance measurement that can be used 

across countries is necessary (Zou, Taylor and Osland 1998). 

Considering all of the firm performance measures highlighted in chapter 4 and its respective 

sub-chapters, in our research we will focus primarily on financial performance measures, 

strategic performance measures, management satisfaction, and customer satisfaction 

measures, in which export performance is measured primarily through proxies of the above 

listed four categories. However, performance levels shared by SME decision-makers 

participating in our research represent the key performance measures considered in the 

empirical research analysis. 
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5 RESOURCES, CAPABILITIES AND COMPETITIVE ADVANTAGE 

Within the IB discipline, resources, capabilities, and CAs represent three very important 

elements in explaining a firm's internationalisation strategies. In line with the RBV, a firm’s 

resources and capabilities are at the core of its business strategy development as they are the 

primary sources of firm performance (Grant 1991) and can generate CAs. In the relevant 

literature, we can find different resource categories that generate CAs: Financial resources, 

physical resources, reputation, organisational resources (Grant 1991), human resources 

(Barney 1991; Grant 1991; Yiu, Lau and Bruton 2007), technological resources (Grant 1991), 

and know-how (Barney 1991; Yiu, Lau and Bruton 2007), marketing knowledge, 

management expertise, and organisational climate (Barney 1991; Yiu, Lau and Bruton 2007), 

among others. Authors have also proposed various characteristics that a firm should possess 

in terms of resources in order to support a sustainable CA (Barney 1991; Grant 1991; Ruzzier, 

Antončič and Konečnik 2006). Barney (1991), for example, argues that a firm's resources 

need to be valuable, rare, imperfectly imitable, and not substitutable in order to generate 

sustainable CA. On the other hand, Grant (1991) argues that the characteristics of a firm’s 

resources and capabilities, which are likely to generate sustainable CA, include durability, 

transparency, transferability, and replicability.  

Another important element in the IB discipline is represented by network theory, where the 

network is considered the starting point of a firm’s internationalisation analysis (Ruzzier, 

Hisrich and Antončič 2006). As the ability to succeed in a foreign market depends on a firm’s 

ability to overcome barriers experienced in building business relationships embedded within 

the surrounding institutional environment (Hilmersson 2009), a firm’s network represents a 

significant success factor when entering into foreign markets (Yoshino and Rangan 1995) to 

overcome the barriers of foreign institutional environments (Hilmersson 2009) and the LoF 

(Yiu, Lau and Bruton 2007). 

On these bases, subsequent sub-chapters cover in greater detail, the impact of types of CA 

(sub-chapter 5.1), firm capabilities (sub-chapter 5.2), and network ties (sub-chapter 5.2) on 

firm internationalisation. 

5.1 Types of Competitive Advantage 

One of the key objectives of a firm’s strategic management is creating and maintaining 

sustainable CAs, which constitute the base for achieving superior business results and serve as 

a key factor in ensuring the existence and development of the firm (Biloslavo et al. 2012). 

However, CAs are even more important for an internationalising firm that needs to compete in 

a foreign market with established or incumbent firms. Based on their study results, Ruzzier, 

Antončič and Konečnik (2006) argue that SMEs planning to internationalise require a strong 
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resource base in terms of organisational, financial, human, and social resources before 

embarking on internationalisation, while Siripaisalpipat and Hoshino (2000) argue that a 

foreign subsidiary is more likely to perform higher if the parent company possesses higher 

specific CAs.  

Rašković and Makovec Brenčič (2013) in turn argue that the development and management of 

buyer-supplier relationships also represents an important source of CA for firms, and that 

buyer-supplier relationships represent some of the key intangible resources. Furthermore, 

SMEs’ utilising their CAs and discovering niche markets, can also compensate for their 

disadvantages (Buckley and Ghauri 1993; Pleitner, Brunner and Haberssat 1998; Ruzzier and 

Konečnik Ruzzier 2006), such as the Lof, limited financial and human resources, and limited 

experience in the foreign market, among other factors. 

Rugman and Verbeke (2001) argue that a firm’s FSAs and country specific advantages 

(CSAs) represent the two determinants that constitute the base of the Eclectic Paradigm 

(Dunning 1993) and the modern internalisation theory of MNEs (Rugman and Verbeke 1992). 

They further argue that firms rely on FSAs and CSAs to obtain a CA in international markets, 

and as such, they represent the most critical parameters for the study of a firm's international 

expansion patterns (Rugman and Verbeke 2001).  

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 3: Eclectic Paradigm Motives for FDI in FSA/CSA Matrix 

Source: Rugman 2010, 7. 

In Figure 3 above, Rugman (2010) incorporates Dunning’s four motives for FDI (natural 

resource-seeking, market-seeking, efficiency-seeking and strategic asset-seeking) into his 

FSA/CSA matrix. In line with Figure 3, cell one represents the situation when a firm’s FSAs 

do not matter while host country CSAs do matter in determining outward FDI. Here, 

resource-seeking FDI, market-seeking FDI, and also efficiency-seeking FDI are largely 

LO         HI 

L
O

 
 

  
H

I 

Firm-Specific Advantages 

C
o
u
n
tr

y
-S

p
ec

if
ic

 A
d
v
an

ta
g
es

 

1       3 

Resource-seeking 

Market-seeking 

Efficiency-seeking 

2       4 

Asset-seeking 

No FDI No FDI 



 

52 

explained by strong CSAs. Furthermore, cell three includes asset-seeking FDI, even though 

this is weak and mostly related to firms from emerging economies. Lastly, in cases 

represented by cell two and four, where there is either a lack of both FSAs and CSAs or only 

CSAs, Rugman (2010) suggests that FDI will not take place in the host country. 

In following sub-chapters, we discuss in more detail five key types of CAs: internalisation 

advantages, FSAs, home country location advantages, host country location advantages, and 

ownership advantages. These types of CAs are also included in our conceptual model (chapter 

7) and represent some of the key antecedents and determinants of SMEs internationalisation 

strategies and firm performance in our empirical research. 

5.1.1 Internalisation Advantages 

According to Buckley and Casson (2009), there are two distinct forms of internalisation. First, 

operational internalisation, which is related to products’ production and distribution 

processes. Second, knowledge internalisation, related to the flow of knowledge originating 

from R&D activities. Internalisation advantages in a firm arise from the greater ease with 

which a firm appropriates a full return on its ownership of specific assets, as well as from the 

coordination of its complementary assets’ use (Cantwell and Narula 2001). But they are also 

related to the relative risks and costs of sharing a firm’s assets and skills with a counterpart 

firm based in the host country versus integrating these assets and skills within the firm. These 

include the risks of proprietary knowledge dissipation, the risk of making and enforcing 

contracts in a foreign country, as well as the risk of services’ quality deterioration, if operated 

jointly with a partner or licensee from the host country (Agarwal and Ramaswami 1992). As 

such costs and risks are difficult to estimate, researchers have recommended to measure the 

contractual risk associated with sharing the skills and assets of the firm (Agarwal and 

Ramaswami 1992; Dunning 1980), in order to assess the risks and costs involved.  

Internalisation advantages are part of Dunning’s (1988) Eclectic Paradigm or OLI 

Framework, which also includes ownership advantages and location advantages. According to 

Dunning, there are two types of CA: one that is attributable to the ownership of unique 

intangible assets, such as, for instance, a firm’s own technology, and one that is attributable to 

the ownership of complementary assets, such as the firm’s ability to effectively coordinate IB 

activities, create new technologies and other.  

Internalisation theory is focused on the notion that whenever business can be done within the 

firm at lower costs, they will pursue to develop their own internal markets, and will continue 

to do so as long as the costs and benefits of further internalisation are equivalent to the margin 

(Ruzzier, Hisrich and Antončič 2006). With reference to MEM choice, internalisation theory 

predicts that in cases where a country experiences high political risk, market-oriented firms 
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will tend to prefer FDI to non-equity modes, while the opposite is valid for resource-oriented 

firms (Buckley and Casson 1981; Buckley et al. 2007). 

5.1.2 Firm-Specific Advantages 

FSAs can be defined as “the advantages derived from specific assets, particularly intangible 

assets, and capabilities which bring a superior competitive position to the possessing firm” 

(Siripaisalpipat and Hoshino 2000, 34). Hymer (1976) was one of the first researchers to 

acknowledge that FSAs play a critical role in firm’s IB. Since that period, various studies 

have linked FSAs to firms’ internationalisation activities (Chiao, Yang and Yu 2006). In 

particular, research results show that firms with FSAs that enable them to more easily bear 

risks and manage business in more ‘distant’ countries, will be more interested in entering 

those countries through MEMs that offer greater levels of control (Agarwal 1994; Anderson 

and Gatignon 1986; Caves and Mehra 1986; Davidson 1980; Gatignon and Anderson 1988). 

From an RBV perspective, FSAs are conceptualised at firm level, considering there is 

heterogeneity among firms and thus only the deployment of unique resources will allow a 

firm to achieve sustainable CAs (Barney 1991; Chiao, Yang and Yu 2006). Similarly, Knight 

and Kim (2009) argue that SMEs, which lack substantial financial and human resources, may 

leverage a collection of more fundamental, intangible resources, such as specific know-how, 

skills and management competences, to facilitate their success in foreign markets.  

FSAs can be classified in various subgroups. Two main classifications of FSAs include 

subgroups based on location, which include transferable, non-transferable and location 

advantages (Verbeke 2013), and subgroups based on resources and capabilities types, which 

include transaction-specific advantages and international management capabilities 

(Siripaisalpipat and Hoshino 2000). Internationally transferable FSAs are represented by a set 

of a company’s internal strengths (e.g. technological, marketing or administrative knowledge, 

while non-transferable FSAs cannot be easily transferred, deployed and exploited in foreign 

markets (e.g. stand-alone resources linked to location advantages, local marketing knowledge, 

reputational resources, local best practices, the firm’s domestic recombination capability etc.)  

(Verbeke 2013). Location advantages, on the other hand, represent the set of strengths related 

to a specific location, which can be used by all firms that operate in that location (Verbeke 

2013), and can be split into two main categories: home country location advantages and host 

country location advantages (e.g. Demirbag, Tatoglu and Glaister 2008; Harzing and Pudelko 

2016; Laufs and Schwens 2014; Morschett, Schramm-Klein and Swoboda 2010), which we 

discuss in more details in sub-chapters 5.1.3 and 5.1.4. 

From another perspective, Siripaisalpipat and Hoshino (2000) argue that transaction-specific 

advantages are the key resources that often derive from the possession of vital intangible 

assets such as proprietary product, specialized technology or knowledge, and specific know-
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how, which appear to be the primary factors for MNEs’ success in their international 

subsidiaries. International management capabilities, on the other hand, include the learning 

skills acquired from the previous IB management, which can be applied to new foreign 

market entries (Siripaisalpipat and Hoshino 2000).  

Apart from above main classifications of FSAs, various authors emphasize the importance of 

other types of FSAs, such as for example: unique products that are difficult for competitors to 

imitate (Yalcinkaya, Calantone and Griffith 2007; Lisboa, Skarmeas and Lages 2011), 

marketing intensity (Chiao, Yang and Yu 2006; Hennart 1991; Kotabe, Srinivasan and Aulakh 

2002), R&D intensity (Chiao, Yang and Yu 2006; Delios and Beamish 1999; Kotabe, 

Srinivasan and Aulakh 2002), and cultural experience reserve (cultural experience in foreign 

markets gained through prior cross-border M&A) (Popli et al. 2015). In relevant literature, 

authors (e.g. Prahalad and Hamel 1990; Verbeke 2013) also argue that higher-order FSAs 

represent a firm’s core competencies, which include, the firm’s shared knowledge and 

routines, the firm’s ability to integrate multiple technologies, which are then reflected in the 

recombination of internal resources (collective learning, communication, organising 

interdepartmental value-creation skills and harmonizing multiple technologies), and 

competence carriers (routines and recombination abilities of key employees) (Verbeke 2013).  

5.1.3 Home Country Location Advantages 

A firm’s home country environment characteristics can represent location advantages or 

disadvantages for the firm’s internationalisation. The home country environment of the firm 

determines its institutional context and consists of a set of opportunities, which are 

determined by institutions and factors (Laufs and Schwens 2014; Wan and Hoskisson 2003). 

Home country institutions can be broadly classified in societal, political and legal institutions 

(Demirbag, Tatoglu and Glaister 2008), while home country environment factors can be 

classified into three categories (Demirbag, Tatoglu and Glaister 2008; Wan and Hoskisson 

2003): endowed factors, which derive from the natural environment; advanced factors, which 

consist of the country’s capital goods, financial resources and infrastructure; and human 

factors, such as the quality of labour, for example. 

Porter (1990) argues that the set of a firm’s home country location advantages represent the 

basis of the firm’s ability to compete internationally. In the context where the host countries 

are less developed than home countries, Tao, Zhanmiug and Xiaoguang (2013) argue that the 

local firms are not as competitive as the foreign entrants, which provides relatively low 

acquisition costs in the host country and smaller resistance from local businesses in case of 

FDI. Furthermore, the foreign entrants can transfer and exploit their higher technologies and 

managerial experience developed in the home country. Furthermore, Cuervo-Cazurra et al. 

(2018) emphasize the role of four key traditional concepts in the home country influence on a 
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firm’s internationalisation, namely: comparative advantage, comparative disadvantage, 

country-of-origin advantage, and country-of-origin liability. 

In recent literature, we can find a set of various home country characteristics that are relevant 

in a firm's choice of MEM. Harzing and Pudelko (2016), for instance, argue that specific 

home country cultural traits (e.g. uncertainty avoidance and short-term vs. long-term 

orientation) are relevant in explaining MEM choice. In this regard, the authors argue that 

where countries rank very high on uncertainty avoidance and long-term orientation, firms will 

prefer greenfield investments over acquisitions, while by contrast, in countries ranking lower 

on uncertainty avoidance and short-term orientation, firms will prefer acquisitions 

significantly more. On the other hand, Morschett, Schramm-Klein and Swoboda (2010) argue 

that there are two main home country characteristics influencing MEM choice: Power 

distance and uncertainty avoidance tendency. In their research, the authors conclude that a 

higher power distance in the home country is a strong positive antecedent for the choice of a 

greenfield investment, while uncertainty avoidance showed highly heterogeneous results. 

However, the empirical research conducted by Harzing and Pudelko (2016, 16) led to 

different results, upon which the authors conclude that “home country characteristics, 

uncertainty avoidance, and long-term orientation are significantly positively and access to 

capital significantly negatively correlated with greenfield investments”.  

5.1.4 Host Country Location Advantages 

Many authors of relevant literature argue that various factors influence firms' entry mode 

decisions (e.g. Harzing and Pudelko 2016; Lauf and Schwens 2014; Morrison 2009; 

Morschett, Schramm-Klein and Swoboda 2010). However, the attractiveness of a foreign 

market and the specific characteristics of the host country market seem to be a major factor in 

a firm’s MEM choice (Morschett, Schramm-Klein and Swoboda 2010; Nisar et al. 2012), 

which also includes the formal and informal institutional context of the host country (Laufs 

and Schwens 2014; Schwens, Aiche and Kabst 2011). 

A vast range of host country characteristics important to a firm’s internationalisation is 

present in the relevant literature. As part of the host country characteristics that reflect the 

attractiveness level of a market, Table 6 below highlights the most common. 

In this context, although the location advantages of a host market can act as potential drivers 

for a firm's internationalisation and are available to all firms in the host country market 

(Dunning 1988), not all firms are able to exploit these advantages efficiently and effectively 

(Pinho 2007).  

 



 

56 

Table 6: Host Country Characteristics Relevant to Firm Internationalisation 

 

Host Country Characteristics Authors 

Level of economic development Harzing and Pudelko 2016 

Societal institutions 
Demirbag, Tatoglu and Glaister 

2008 

Market size 

Agarwal and Ramaswami 1992; 

Morschett, Schramm-Klein and 

Swoboda 2010 

Market potential 
Demirbag, Tatoglu and Glaister 

2008 

Market growth potential 
Agarwal and Ramaswami 1992; 

Brouthers 2002; Nisar et al. 2012 

Industrial sales growth Luo 2001 

Acceptability of leasing as a financial tool Agarwal and Ramaswami 1992 

Government’s attitudes toward foreign firms in 

general and the leasing industry in particular 

Agarwal and Ramaswami 1992 

Governance quality Chang et al. 2012 

Incentives 
Demirbag, Tatoglu and Glaister 

2008 

Comparative cost advantages 
Demirbag, Tatoglu and Glaister 

2008 

Quality of inputs 
Demirbag, Tatoglu and Glaister 

2008 

Openness to foreign investment 
Demirbag, Tatoglu and Glaister 

2010 

Competitive situation 
Demirbag, Tatoglu and Glaister 

2010 

Aside from the aforementioned, there are also host country characteristics that usually 

indicate less attractive foreign markets, such as those presented in Table 7 below. 

Among other host country characteristics, political and legal systems represent a significant 

factor that firms must take into consideration before deciding to enter a foreign market, as 

they regulate a country's formation and governance, as well as its business activities 

(Morrison 2009). In this context, host country government restrictions represent another 

significant factor in foreign firms’ market entry, as they might be forced to enter the country 

through a specific entry mode, such as a JV with a domestic partner, for example (Harzing 

and Pudelko 2016).  
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Table 7: Host Country Characteristics Indicating Less Attractive Foreign Markets 

 

Host Country Characteristics Authors 

Political risk 

Agarwal and Ramaswami 1992; Demirbag, 

Tatoglu and Glaister 2008; Harzing and Pudelko 

2016; Morrison 2009; Pinho 2007; Yurdagul et al. 

2012 

Legal risk 

Agarwal and Ramaswami 1992; Demirbag, 

Tatoglu and Glaister 2008; Morrison 2009; Pinho 

2007 

Legal restrictions Morschett, Schramm-Klein and Swoboda 2010 

Investment risk 
Agarwal and Ramaswami 1992; Demirbag, 

Tatoglu and Glaister 2008; Pinho 2007 

Investment restrictions Harzing and Pudelko 2016 

Government restrictions 
Demirbag, Tatoglu and Glaister 2008; Harzing 

and Pudelko 2016 

Risk of government interfering 

with the repatriation of profits and 

the control of foreign assets 

Agarwal and Ramaswami 1992 

Risk of a breakdown in 

international trade and investment 

policies 

Agarwal and Ramaswami 1992 

Country risk Morschett, Schramm-Klein and Swoboda 2010 

Trade barriers Morschett, Schramm-Klein and Swoboda 2010 

Taxes and liabilities Yurdagul et al. 2012 

Unstable economy 
Agarwal and Ramaswami 1992; Nakos and 

Brouthers 2002; Pinho 2007; Yurdagul et al. 2012 

Economic development levels also represent another significant characteristic of host 

countries impacting a firm’s decision regarding the most suitable MEM. For example, in 

developed economies, host country specific factors are of secondary importance to MEM, 

while in emerging economies these have a direct impact on MEM choice and appear to be as 

important as firm and industry specific factors (Demirbag, Tatoglu and Glaister 2008). In the 

context where host countries have a higher economic development level than home countries, 

Tao, Zhanmiug and Xiaoguang (2013) argue that the host country has the following CSAs: 

Advanced technologies and infrastructure, steady business traditions, and a mature legal 

system, which can ensure safe acquisition transactions and lower relative operation risks. On 

the other hand, in emerging economies, institutions and their characteristics need to be 

considered carefully by foreign firms entering these markets, as institutional immaturity raises 

transaction costs and increases risk levels (Demirbag, Tatoglu and Glaister 2008; Meyer 

2001). 
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5.1.5 Ownership Advantages 

Ownership advantages (OA) represent another important category of CAs. Dunning (1985, 

1998 and 2000) provides two main categorisations of OA: First, asset-based (i.e. unique 

possession of firm-specific and country-specific tangible and intangible assets) and 

transaction-based OA (i.e. the firm’s ability to coordinate its complementary activities better 

than its competitors) (Dunning 1985; Cuervo and Pheng 2003); and secondly, static (resulting 

from the firm’s resources and capabilities that generate income at a given moment of time) 

and dynamic OA (resulting from the firm’s ability to sustain and increase its assets, which 

generate income, over time) (Dunning 2000). 

Table 8: Ownership Advantages 

 

Ownership Advantages Authors 

Multinational (or international) 

experience 

Agarwal 1994; Agarwal and Ramaswami 1992; 

Anderson and Gatignon 1986; Gatignon and Anderson 

1988; Johanson and Vahlne 1977; Nakos and Brouthers 

2002; Pinho 2007; Ruzzier et al. 2007 

Ability to develop 

differentiated products 

Agarwal and Ramaswami 1992; Cuervo and Pheng 2003; 

Hymer 1976; Nakos and Brouthers 2002; Pinho 2007 

Proprietary products 
Kimura and Pugel 1995; Siripaisalpipat and Hoshino 

2000 

Product or process 

technologies 

Cuervo and Pheng 2003; Hymer 1976; Kimura and Pugel 

1995; Siripaisalpipat and Hoshino 2000 

Specialised know-how about 

production 

Kimura and Pugel 1995; Siripaisalpipat and Hoshino 

2000 

Management expertise Cuervo and Pheng 2003; Hymer 1976 

Management know-how De Villa, Rajwani and Lawton 2015 

Management and marketing 

capabilities 

Cuervo and Pheng 2003; Kimura and Pugel 1995; 

Siripaisalpipat and Hoshino 2000 

Organisational capabilities Cuervo and Pheng 2003; Hymer 1976 

Firm size 
Agarwal and Ramaswami 1992; Nakos and Brouthers 

2002; Pinho 2007 

Firm age 
Laufs and Schwens 2014; De Villa, Rajwani and Lawton 

2015 

Ability to introduce new 

technologies and new 

organisational and 

administrative processes 

Pinho 2007 

Relational assets Buckley et al. 2007; Dunning 2001 

Firm’s name and reputation Cuervo and Pheng 2003 
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Aside from the above categorisation, relevant literature indicates that researchers have 

identified a number of other OAs, as summarised in Table 8 above. 

To compete successfully in international markets, firms must also possess superior skills and 

assets, which can be defined as ‘asset power’, which is reflected by a firm’s size, its 

multinational experience, and its ability to develop differentiated products (Agarwal and 

Ramaswami 1992), as well as by its proprietary products, technologies, specialised production 

know-how, and marketing or management capabilities (Kimura and Pugel 1995; 

Siripaisalpipat and Hoshino 2000).  In this context, empirical evidence indicates that the 

bigger the size of the firm, the greater the chances are that the firm will choose FDI as their 

foreign MEM (Agarwal and Ramaswami 1992; Buckley and Casson 1976; Caves and Mehra 

1986; Cho 1985; Kimura 1989; Yu and Ito 1988). 

The results of empirical studies further show that higher control modes of foreign market 

entry are preferred by firms possessing higher levels of differentiated products (Agarwal and 

Ramaswami 1992; Caves 1982; Pinho 2007; Stopford and Wells 1972), as well as the ability 

to introduce new technologies and new administrative and organisational processes (Pinho 

2007). Furthermore, researchers argue that to avoid the risk of losing CAs and to maximise 

their return, firms prefer choosing equity entry modes (Agarwal and Ramaswami 1992; 

Anderson and Gatignon 1986; Hill, Hwang and Kim 1990; Pinho 2007), even though this 

might run counter to potential returns (Nakos and Brouthers 2002; Osborne 1996; Pinho 

2007). 

In the relevant literature, researchers have also emphasised the significance of owner/manager 

characteristics in terms of SME internationalisation strategies, particularly within network 

relationship theory approaches (Collinson and Houlden 2005). In this regard, authors argue 

that an SME’s propensity to internationalisation is linked to specific decision-maker 

characteristics, such as knowledge, experience, attitudes, perceptions, number of foreign 

languages spoken, and whether the manager was born, or has lived abroad (Nisar et al. 2012; 

Reuber and Fischer 1997; Ruzzier et al. 2007). A number of other objective characteristics, 

such as age and education level (McConnell 1979; Pinho 2007; Schlegelmilch 1986; Ursic 

and Czinkota 1989) and subjective characteristics of SME decision-makers, such as 

managerial perceptions, psychological traits, behaviours, and attitudes (Erramilli and Rao 

1990; Pinho 2007; Reid 1983; Reuber and Fischer 1997), have been examined in regard to 

their possible impact on a firm’s internationalisation strategies. In this context, decision-

makers that are willing to engage in high-risk activities perceive a lower degree of risks 

related to international operations (Pinho 2007). On the other hand, the lack of experiential 

knowledge can generate uncertainty, which may lead to perceptions of greater risk, leading 

decision-makers to become more cautious about any substantial investment in 

internationalisation, especially when they are risk-averse (Erramilli and Rao 1990) and would 

therefore tend to choose equity market entry modes (Pinho 2007). 
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As most types of OAs are represented by intangible assets, there are only a few measures of 

OAs that can be found in the relevant literature. International experience, for example, can be 

measured by the percentage of total earnings attributed to foreign operations, perceived 

degree of multinationality, and perceived readiness to handle IB (Agarwal and Ramaswami 

1992). A firm’s ability to develop differentiated products can be measured by the perceived 

ability of the firm to create new and creatively structured leasing transactions (Agarwal and 

Ramaswami 1992), while management know-how can be measured by the perceived 

management capability and management success (De Villa, Rajwani and Lawton 2015). More 

tangible assets, such as firm age, can be measured by a firm’s actual years of operation (De 

Villa, Rajwani and Lawton 2015), while firm size can be measured by sales volume (Agarwal 

and Ramaswami 1992), total assets (Agarwal and Ramaswami 1992; Kogut and Singh 1988; 

Yu and Ito 1988), equity and deposits (Agarwal and Ramaswami 1992; Cho 1985), number of 

employees (Agarwal and Ramaswami 1992), and domestic market sales (Agarwal and 

Ramaswami 1992; Kimura 1989).  

5.2 Firm Capabilities 

Within the IB discipline, a firm's capabilities approach has only recently started to receive the 

attention of scholars (Teece 2017). Within the context of a firm's capabilities with regard to 

internationalisation, our research focuses on international marketing, international 

innovativeness, and international and export entrepreneurship, each of which is covered in 

more details in following sub-chapters.  

In today’s globalised markets, the role of marketing has gradually increased in relation to firm 

performance in international markets. It is with the support of a marketing strategy that a firm 

develops international strategies for entry into foreign markets, which involves the analysis of 

a range of potential markets, their suitability, and the best strategy to market a firm’s products 

and services (Morrison 2009). In this regard, designing, pricing, communication, and 

distribution of the right products and services for the right markets has become increasingly 

competitive, and hence, the role marketing plays in a firm’s internationalisation has become 

critical to firm success (Morrison 2009).  

It is important to note, however, that advances in technology, communication, and travel have 

revolutionised trade and commerce globally and have granted additional value to non-

location-bound FSAs (Levitt 1983). As a consequence, firms with technology-based FSAs are 

more likely to enter foreign markets (Dunning 1993; Hennart and Park 1993; Yiu, Lau and 

Bruton 2007), and with continuous investment into the innovation of business models, 

processes, channels, products, and services (Carr 1999), such firms can establish and maintain 

superior performance and outdistance competitors, thus guaranteeing long-term profitability 

in those markets (Freeman 1994; Siguaw, Simpson and Enz 2006). 
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International entrepreneurship (IE) is based on the theoretical foundation of entrepreneurship 

and IB, including cross-border entrepreneurship as well as the study of entrepreneurship in 

multiple countries (Hessels 2008). Entrepreneurship discipline traditionally paid limited 

attention to SME cross-border activities, while the IB discipline focused mostly on the 

internationalisation of MNEs (Hessels 2008; McDougall and Oviatt 2000). In recent years, 

however, IB has also started to pay substantial attention to the internationalisation of SMEs 

and new ventures (Hessels 2008), and recent research results suggest that the information and 

cognitive-based capabilities represent a significant prerequisite for the successful 

internationalisation of SMEs (Miocevic and Crnjak-Karanovic 2010). Furthermore, based on 

more recent research, Teece (2018, 48) argues that “strong dynamic capabilities enable the 

creation and implementation of effective business models”. 

In following sub-chapters, we discuss in more detail these three categories of firm 

capabilities: international marketing, international innovativeness, and international and 

export entrepreneurship. These capabilities are also included in our conceptual model (chapter 

7) and represent some of the key antecedents and determinants of SME internationalisation 

strategies and firm performance in our empirical research. 

5.2.1 International Marketing  

In recent years, firms have gradually increased their engagement in international marketing 

activities. As markets have become more globalised (Leonidou et al. 2018), competition in 

international markets has intensified and the speed of technological development has been 

incredible (Hollensen 2017). It is therefore very important for firms to develop strong 

international marketing strategies that represent long-term CAs (Moretti and Biloslavo 2011), 

which need to be developed considering the results shown by export performance measures 

(Katsikeas, Leonidou and Morgan 2000). In the last two decades, the international marketing 

discipline has covered various topics, within which global strategy issues have been an 

important focus, as they have performance implications for firms operating in foreign markets 

(Leonidou et al. 2018).   

When firms internationalise, they need to consider whether their marketing strategy should be 

global for a standardised product, or regional and adapted to the conditions of each specific 

foreign market (Cavusgil and Zou 1994; Morrison 2009). In this regard, Morrison (2009, 280) 

argues that the global marketing strategy “may benefit from both a global perspective and 

adaptations for local markets, thus integrating global and local strategic considerations”.  

Based on their research results, Morgan, Katsikeas and Vorhies (2012, 282) argue that the 

marketing capabilities of a firm represent an important predictor of the firm’s “ability to 

effectively implement planned export marketing strategy”. Furthermore, Zeriti et al. (2014, 

61) argue: “Managers should concentrate their limited attention and resources on five drivers 
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of sustainable export marketing strategy adaptations (i.e., economic and technological 

conditions, competitive intensity, customer characteristics, and stakeholder pressure) that 

together shape the nature of strategic fit and its performance relevance”. However, to take 

advantage of the opportunities available in foreign markets, firms need to properly structure 

their global marketing efforts and decide whether global marketing “should be structured 

along functions, products, geographical areas or combinations of the three” (Hollensen 2011, 

685). 

The implementation of a well-designed international marketing strategy can influence firm 

performance in foreign markets (Leonidou, Katsikeas and Samiee 2002). As such, superior 

marketing capabilities play a significant role in this context, as they provide the basis for the 

way the firm performs its cross-border activities (Cavusgil and Zou 1994; Knight and Kim 

2009), enabling managers to create successful marketing strategies and adapt them more 

effectively to foreign business environments (Knight and Kim 2009). In this regard, the 

research conducted by Morgan, Katsikeas and Vorhies (2012) indicate that although export 

marketing capabilities impact performance mostly indirectly, they also have two significant 

direct effects. First, architectural marketing capabilities support the direct determination of 

financial performance in the host market. Second, specialised marketing capabilities support 

the direct determination of a firm’s export market performance. 

Knight and Kim (2009, 260) argue that international marketing capabilities help firms to 

reach and serve customers in foreign markets more effectively. In the relevant literature 

concerning marketing capabilities, we can find two main focuses of their strategic relevance: 

as types of the firm’s competitive advantage, and as preventers of firm’s failure.  

5.2.2 International Innovativeness 

In today’s globalised, highly competitive markets, a firm's survival depends heavily on 

innovation due to increasingly demanding customers that have ever-changing needs for 

products and services, and who require the highest quality at competitive prices (Morrison 

2009). Following this shortening of product and business model lifecycles, as well as the 

growing levels of competition and market complexity present nowadays, innovation has 

become a significant priority in modern firms (Lisboa, Skarmeas and Lages 2011; Wiklund 

and Shepherd 2003). In this context, firms with technology-based FSAs are more likely to 

enter foreign markets (Dunning 1993; Hennart and Park 1993; Yiu, Lau and Bruton 2007), 

and with continuous investment into the innovation of business models, processes, channels, 

products, and services (Carr 1999), they can establish and maintain superior performance and 

outdistance competitors, thus guaranteeing long-term profitability in those markets (Freeman 

1994; Siguaw, Simpson and Enz 2006). 
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In the relevant literature, authors argue that innovation comes from two major sources: firm’s 

in-house R&D activities and market intelligence about external factors, such as other the 

innovations of other firms (Lewin and Massini 2003; Knight and Kim 2009), but also through 

alliances with other firms (Inkpen 2005). In this context, Likar and Kopač (2005) suggest a 

combination of technology and market driven R&D activities to exploit their investments and 

efforts in considerably better manner in order to create products and services that are more 

attractive to the market. In their research article, Birkinshaw and Fry (1998) indicate the 

importance of the subsidiary role of R&D, making a key distinction between internal 

initiatives, which reflect the attempts of subsidiary managers to become the chosen location 

for new R&D investments, and external initiatives, which result from the subsidiary managers 

identifying an opportunity in the local environment (Birkinshaw and Fry 1998).  

Research results show that SMEs with recently innovated products are more likely to act in 

cross-border trading activities, compared to other SMEs (Hessels 2007), and that international 

innovativeness can be a potential driver of SME performance in foreign markets (Knight and 

Kim 2009; Kotabe 1990; Porter 1990). In the case of born global firms, international 

innovativeness is in most cases fundamental to their CAs, where the most significant 

innovation is often developed even prior to the firm’s inception (Laanti, Gabrielsson and 

Gabrielsson 2007). 

From an IB perspective, international innovativeness represents a crucial dimension for a 

firm's success in international markets, as it can positively influence their performance 

(Knight and Cavusgil 2004; Knight and Kim 2009). One of the more recent and 

comprehensive studies on international innovativeness was conducted by Knight and Kim 

(2009), wherein the authors used managerial assessments with a seven-point Likert scale to 

measure international innovativeness, with the seven indicators relating to product 

technology, industry specialists, innovative operating approaches, and new products 

development, as well as measures of international market orientation, international 

orientation, and international marketing capabilities.  

5.2.3 International and Export Entrepreneurship 

IE includes cross-border entrepreneurship and the study of entrepreneurship in multiple 

countries (Hessels 2008). Although the discipline of entrepreneurship traditionally paid 

limited attention to SME cross-border activities, (Hessels 2008; McDougall and Oviatt 2000) 

in recent years, IB also started to pay substantial attention to the internationalisation of SMEs 

and new ventures (Hessels 2008). Oviatt and Phillips McDougall (2005, 540) define 

international entrepreneurship (IE) as “the discovery, enactment, evaluation, and exploitation 

of opportunities—across national borders—to create future goods and services”. From a 

purely export-related perspective however, Navarro (2016, 250) states that export 

entrepreneurship (EE) “is considered to be a process associated with those in charge of the 
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export activity through which they decide when (speed), how (degree) and where (scope) the 

firm is going to develop its export activity”.  

Within SMEs, the role of the entrepreneur is very important for a firm’s performance and 

survival and can be seen as a strategist that finds a match between the firm’s strengths and 

weaknesses within the environmental opportunities and threats (Ruzzier, Hisrich and 

Antončič 2006). This is of particular importance in internationalising SMEs, where the 

“international experience of the top management team is valuable for helping ventures 

penetrate within foreign markets” (Fernhaber, Gilbert and Phillips McDougall 2008). Other 

authors also point out that entrepreneur’s characteristics and attitudes influence the firm’s 

internationalisation process (Lages, Jap and Griffith 2008) and that this can also affect the 

firm’s export orientation (Navarro et al. 2010). Additionally, experience in, and knowledge of 

the foreign market can lead to significant advantages for an internationalising SME, including 

knowing and understanding customer needs, local competition, and the business environment 

in general. This knowledge influences the export manager's export market orientation for a 

particular foreign market, in which a higher export performance would be expected (Miocevic 

and Crnjak-Karanovic 2010). Furthermore, experience, and the existence of an export 

department in charge of export activity, offers a greater basis for decision-making, increasing 

a firm’s orientation toward international markets (Navarro, Schmidt and Rey-Moreno 2015). 

As such, Miocevic and Crnjak-Karanovic (2010) argue that their results point out that a global 

mindset is a crucial capability for exporting SMEs. 

Based on their research, Navarro, Schmidt and Rey-Moreno (2015) indicate that EE positively 

and directly affects export performance. As Acedo and Jones (2007) suggest, export firms 

should therefore develop accelerated internationalisation strategies through appropriate 

planning of foreign market entry times and modes. Moreover, Zucchella and Magnani (2016) 

suggest that to build CA, international entrepreneurial firms explore and exploit opportunities 

in foreign markets by establishing new relations with time (precocity, speed, and acceleration 

of international growth) and space (i.e. value chain activities locations and learning processes 

from various locations). 

Despite this, there are also other influencers of firm performance in foreign markets. In their 

research, Fernhaber, Gilbert and Phillips McDougall (2008) highlight that international 

knowledge is critical to an internationalising firm’s success, particularly in the case of new 

ventures, as it helps them to increase their awareness of new opportunities in foreign markets, 

while, at the same time, decrease the costs of entry. On the other hand, the results obtained by 

Fernhaber, Gilbert and Phillips McDougall (2008) suggest that a larger size, but also a higher 

R&D intensity, help internationalising firms expand to multiple geographical locations, which 

results in minimising the effects of competitors in their local region. Drawing on the resource-

based and organisation learning theories, Lisboa, Skarmeas and Lages (2011) indicate that 

entrepreneurial orientation causes the deployment of product development explorative and 
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cross-border exploitative capabilities, which is also important for determining new product 

performance. These findings are also consistent with other research results present in the 

relevant literature, which indicate that product development explorative capabilities play a 

pivotal role in the introduction of innovative products (Yalcinkaya, Calantone and Griffith 

2007), and that capabilities related to market knowledge development and customer 

relationship management can help firms deliver distinctive and unique product offerings 

(Lisboa, Skarmeas and Lages 2011; Yli-Renko and Janakiraman 2008).  

5.3 Network Perspective on Internationalisation 

As a number of studies have already demonstrated the important role of networks for a firm’s 

internationalisation (Johanson and Vahlne 2009), its internationalisation process and success 

can also be analysed using a firm’s network as a starting point. This provides a basis for 

understanding how firms can be seen as actors, embedded within business networks 

(McAuley 1999; Ruzzier, Hisrich and Antončič 2006). As network analysis is focused on the 

interactions and relationships between such actors, network theory and analysis can be applied 

to a variety of different analysis levels within society (Rašković, Udovič and Žnidaršič 2015). 

In fact, companies are embedded in a number of social networks, where each company shapes 

the network context of other companies present within the network, and at the same time each 

company is also shaped by the network (Rašković and Makovec Brenčič 2010, 4). The 

network in which the firm is embedded is both enabling and constraining, and “includes 

actors engaged in a wide variety of interdependent relationships” (Johanson and Vahlne 2009, 

1423).  

Within network-based theories used in internationalisation studies, two main streams 

combining business networks and the internationalisation process (Hosseini and Dadfar 2012) 

are present: One stream only considers the business network as a variable that may influence 

the internationalisation process in some way (Coviello and Munro 1997; Kontinen and Ojala 

2011; Zain and Ng 2006), while the other uses the network perspective as its framework 

theory (Elo 2005).  

Based on this framework, the network theories presented in Figure 4 below are summarised in 

Appendix 6, and include: 

− Networking Theories, which include: IMP Interaction Model, ARA-Model, Network 

Embeddedness Model, Social Network Analysis, Relationship Approach and Network 

Mapping Technique.  

− Internationalisation Theories, which include: Revised Uppsala Model, Network-based 

Internationalisation Approach. 
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Figure 4: Taxonomy of Internationalisation Networking 

Source: Hosseini and Dadfar 2012, 183. 

 

The network approach considers primarily complex, multifunctional relationships, which are 

embedded in a net of interconnected relationships within a network (Holmlund and Törnroos 

1997). These relationships may help SMEs to overcome distance barriers, something of 

particular importance for SMEs, as their main resources are usually tied to those available 

only through their network relationships (Ojala 2015). Based on their research, Coviello and 

Munro (1995) argue that a firm's foreign market entry initiatives emerge from opportunities 

that are created through their formal (business-related) and informal (e.g. family and friends) 

network relationships, and not solely from the strategic decisions made by a firm’s 

entrepreneur/manager. Furthermore, in their article, Tang and Liu (2001) focus on the 

network-based theory of foreign MEM and post-entry performance, in which they draw 

attention to a firm’s internal network (i.e. firm headquarters and subsidiaries bound by 

ownership ties) and external network (i.e. customers, suppliers, competitors, regulatory bodies 

etc.).  

In following sub-chapters, we discuss in more detail two key types of network ties relevant to 

SME internationalisation: Business network ties and institutional network ties, which are also 

included in our conceptual model (chapter 7), representing some of the key antecedents and 

determinants of SME internationalisation strategies and firm performance within our 

empirical research. 

5.3.1 Business Network Ties 

In the relevant literature, we find various definitions of business networks. Johanson and 

Vahlne (2009, 1413) refer to “business networks as a market structure in which the 
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internationalizing firm is embedded”, and Holmlund and Törnroos (1997, 304), for example, 

define a business network as “a set of connected actors that perform different types of 

business activities in interaction with each other,” while Yiu, Lau and Bruton (2007, 524) 

refer to business network ties “as linkages among parties involved in a business transaction, 

for example, suppliers and buyers, in formal or informal ways”. Over the last few decades, 

some business network studies have focused on researching the types of business and capital 

connections between companies and the formation of business networks, but also the business 

relations of companies within a network (Ritter, Wilkinson and Johnston 2004; Coviello and 

Munro 1995). Aside from these, various network-based theories have also been developed 

and are being used broadly in internationalisation studies (Hosseini and Dadfar 2012). 

Johanson and Vahlne (2009) argue that business network ties enable the identification and 

exploitation of opportunities, and impact particular geographical markets a firm decides to 

enter and the MEM used. The authors also highlight the importance of learning and 

commitment in relation to opportunity identification and exploitation. As a result, firms 

pursue internationalisation within their network, as their internationalisation decisions 

actually depend on their networks and relationships (Johanson and Vahlne 2009). 

5.3.2 Institutional Network Ties 

Business networks represent a key success factor for companies entering foreign markets, 

especially in today’s globalised market in which companies are no longer limited to 

organisational or national borders (Yoshino and Rangan 1995). From this perspective, 

relationships and connections represent the basic elements of a network (Tang and Liu 2011). 

As such, the ability to succeed in a foreign market depends on a firm’s ability to overcome 

barriers experienced in building business relationships embedded within the surrounding 

institutional environment; thus, in order to succeed, a firm requires a proper understanding of 

the foreign market conditions in order to adapt and optimise its behaviour in accordance with 

the local rules of the game (Hilmersson 2009). Furthermore, in order to overcome the Lof, 

Guillén (2002) explains that firms can gain precious information from members of their 

business network, who have previously undertaken cross-border expansion (Yiu, Lau and 

Bruton 2007). 

Yiu, Lau and Bruton (2007, 524) refer to institutional network ties as “linkages with various 

domestic institutions such as government officials and agencies, banks and financial 

institutions, universities, and trade associations”. As such, institutional networks can be seen 

as resources upon which firms depend in order to operate in certain markets (Yiu, Lau and 

Bruton 2007). Institutional network ties are particularly important in emerging economies, as 

in the relevant literature we find evidence that firms in emerging economies are restrained by 

the institutional environment (Yiu, Lau and Bruton 2007), which according to Dunning 
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(2006) should also be taken into consideration with regard to internationalisation activity 

analysis. 

5.3.3 Network Ties in Emerging Economies 

In understanding internationalisation activities in emerging economies, it is important to 

include the institutional environment. In fact, emerging economies' lack of a stable political 

structure and an adequate legal framework results in underdeveloped markets, leading to 

difficulties in creating CAs, which in turn are necessary for a firm’s internationalisation (Yiu, 

Lau and Bruton 2007). In line with the institutional economics perspective, networks play a 

significant role in emerging economies as they substitute undeveloped external markets for 

product development, entrepreneurial and management know-how, as well as financial capital 

in emerging economies (Khanna and Palepu 1997; Yiu, Lau and Bruton 2007). In this 

context, Yiu, Lau and Bruton (2007) specify two types of networks that can work as 

substitutes for such underdeveloped markets: Business networks and institutional networks.  

Although the potential impact of business networks is well recognised in emerging economies 

(Hitt, Lee and Yucel 2002), Wright et al. (2005) emphasise the importance of the role of 

social capital and networks in the development of internationalisation strategies of firms from 

emerging economies. These business networks can be either with people or organisations 

present in the host country, or with those present in the firm’s home country (Yiu, Lau and 

Bruton 2007). Home country business networks, in particular, provide important advantages 

for firms from emerging economies, facilitating their international ventures (Dunning 1995; 

Yiu, Lau and Bruton 2007). For example, business relationships with trade associations and 

professional bodies in the home country can provide relevant information about international 

markets and access to them for the firm’s international operations, while business 

relationships with financial institutions represent another valuable tie required by the firm for 

successful cross-border activities (Yiu, Lau and Bruton 2007).  
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6 THE ROLE OF DISTANCE IN INTERNATIONAL BUSINESS 

Differences in norms, values, and other characteristics between home and host countries often 

create difficulties for a firm's foreign operations, thus increasing the efforts required to enter 

foreign markets (Chang et al. 2012). Furthermore, internationalising firms also suffer from the 

LoF (Yiu, Lau and Bruton 2007) and strive for legitimacy (Laufs and Schwens 2014) in the 

newly entered host market, particularly in emerging economies. For the success of IB 

operations, it is therefore critical to understand the culture of the host country (Popli et al. 

2015) and its other characteristics. In fact, the more distant a host country is from a business’ 

home country, the more it will be necessary to bridge cultural differences, and in order to do 

so, it will need to adapt its entry strategy, organisational form, and internal procedures to 

manage these differences (Ionaşcu, Meyer and Estrin 2004; Johanson and Vahlne 1977; 

Kogut and Singh 1988; Kostova and Roth 2002). However, Ghemawat (2001) argues that 

decision-makers often fail to consider the costs and risks associated with distance, 

overestimating the attractiveness of foreign markets. Due to these difficulties, companies need 

to assess in detail the degree of control and resource commitment for establishing foreign 

operations (Chang et al. 2012). On the other hand, in their recent article, Popli et al. (2015) 

introduce the concept of cultural experience reserve, which, as they argue, is an important 

capability at a firm level that conditions the effect of cultural differences on a firm's strategic 

decisions. 

The term culture appeared in the late nineteenth century (Tylor 1891), which was followed by 

over a century of studies on culture and cultural differences, predominantly in social sciences, 

anthropology, history, and political science, despite it remaining a vague concept (Lane and 

Ersson 2005). The various definitions of culture presented in the relevant literature cover 

everything from cultures viewed as common systems of values, norms, and beliefs, to shared 

social knowledge, and from perceptual and cognitive dimensions to emotive dimensions, 

wherein there are differences in what should be included as part of the definition, as well as 

where the main emphasis of it should lie (Alvesson and Berg 1992).  

In the last few decades, authors from the IB field have paid a great deal of attention to the 

concept of distance and its impact on market entry decision making, as well as on variations 

in IB strategies and cross-country operations (Drogendijk and Slangen 2006; Harzing and 

Pudelko 2016; Ionaşcu, Meyer and Estrin 2004; Popli et al. 2015; Shenkar 2001). Research in 

IB has long embraced CD, and other distance concepts, as central to understanding and 

explaining the internationalisation process of a firm, the performance of foreign subsidiaries, 

and other IB related fields. As summarised in Appendix 7, as part of the relevant IB literature, 

researchers have defined and studied six main dimensions of distance, namely: geographic 

distance, cultural distance, psychic distance, institutional distance, economic distance, and 

administrative distance. Apart from these, within IB studies we can also find other distance 
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dimensions, such as cognitive distance (Em 2011; Verbeke and Greidanus 2009), 

technological distance, and human resource distance (Ojala 2015), among others. However, 

based on research results, these distance dimensions neither coincide nor overlap, but are 

considered as independent yet related constructs (Em 2011).  

Despite the number of studies on various distance dimensions present in the relevant literature 

and their popularity, inconsistent research findings have resulted in authors starting to 

question the actual usefulness of the distance concepts (Håkanson et al. 2016). In this context, 

in following chapters we first cover in more detail national culture (sub-chapters 6.1 and 6.2), 

followed by sub-chapters 6.3 to 6.9, in which we review in more detail the six key distance 

dimensions (geographic, cultural, psychic, institutional, economic, and administrative 

distance) and their impact on SME internationalisation strategies. These distance dimensions 

are also included in our conceptual model (chapter 7) as moderators of SME 

internationalisation strategies and firm performance, on which we also focus on in our 

empirical research.  

6.1 International Business and Culture 

The majority of studies in organisational behaviour and human resource management have 

made reference to culture, and most argue that culture influences organisational behaviour, 

including international market entry strategies (Tayeb 1994). Despite this, most of these 

studies mainly explore the effects of inter-cultural differences considering singular individuals 

and how their personal culture influences IB (Bhaskaran and Gligorovska 2009). However, 

cross-cultural management studies have achieved significant progress, going from single 

culture to multicultural studies and from culturally homogeneous groups to collaborative 

multicultural teams, while increasing sample size and theory guidance, as well as improving 

research designs and data analysis techniques (Adler 1983). 

Leung et al. (2011, 180) argue that the role of national culture is still important, even in a 

globalised world, as “despite the spread of Western culture around the world, much of the 

world is still not globalized in terms of cultural convergence”. Furthermore, with reference to 

the IB discipline, as MNEs segment their markets in terms of regions and countries, IB 

research on national groups and culture can provide relevant information to decision-makers 

for their international operations (Leung et al. 2011). Moreover, other authors also argue that 

national culture represents the basis for the formation of the organisational culture, where 

nationality influences differences in work values and beliefs, as well as an organisation’s 

orientations across different countries (Bhaskaran and Sukumaran 2007; Hofstede 2001). 

However, the founder and managers of a firm also influence the formation of values and 

norms of behaviour, which can help achieve the organisation’s goals or limit the fulfilment of 

its potential (Morrison 2009). 
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With reference to SMEs, Bhaskaran and Gligorovska’s (2009) study findings reveal that 

national culture significantly influences organisational culture in the case of small businesses, 

with the active involvement of owners or managers in the daily administration of operations. 

However, in the case of larger organisations, other factors influence the organisational culture, 

including organisational size, basis of incorporation, industry sector, and business activity. 

Furthermore, the authors argue that the organisational typologies can be defined based on the 

national culture of the organisation’s owners and senior managers, the operating environment, 

and the organisational characteristics. 

6.2 National Culture 

In the late 19th century, Tylor (1871, 1; Tylor 1891, 7) defined culture as “that complex whole 

which includes knowledge, belief, art, morals, law, custom, and any other capabilities and 

habits acquired by man as a member of society”. Other definitions of culture are present in 

literature from the 20th and 21st centuries, where culture is defined through habits acquired by 

man, sum of ideas, patterns of habitual behaviour, artefacts, beliefs, art, language, knowledge, 

way of life, and other concepts (e.g. Geertz 1973; Hofstede 2001; Morrison 2009; Turner 

2002). However, in recent cultural theory we mostly find reference to values, beliefs, social 

relations, and ways of life, which means that culture denotes almost everything (Lane and 

Ersson 2005). 

Usunier and Lee (2005, 6) state that “culture is more a process than a distinctive whole, 

entirely identifiable by the sum of its elements [which] are organically interrelated and work 

as a coherent set”. The most significant elements of culture include language, institutions, 

material products, and symbolic productions (Usunier and Lee 2005). In recent literature 

authors highlight these and other elements of culture, of which the most common include: 

values, beliefs (or ideology), norms, language (Andersen and Taylor 2008; Ferrante 2008; 

Turner 2002), symbols (verbal and non-verbal) (Ferrante 2008; Turner 2002), artefacts 

(Ferrante 2008; Rai and Panna 2010), traditions (Ting-Toomey 1999), assumptions, outward 

expression (Morrison 2009), communication (Morrison 2009), knowledge (Rai and Panna 

2010) and others. Despite the presence of the same elements in various definitions of culture, 

authors provide different definitions for each element. 

Cultural analysts face significant problems in the methodology used to analyse cultures and 

cultural forms within social/cultural anthropology. This is mostly as a result of the 

problematic nature of the concept of culture (Sarangi 2009). In this regard, Sarangi (2009, 91) 

points out that the “fundamental problem has to do with two assumptions cultural analysts 

make: (i) That well-defined cultural boundaries exist and correspond approximately with 

national, ethnic or regional boundaries; and (ii) That the analytic constructs and categories 

available in one language and culture (predominantly English) are sophisticated enough to 

allow one to describe distinct cultures without distortion”.  
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For decades, culture has been one of the key components of IB studies, where research is has 

been particularly focused on culture's influence on IB operations (Caprar et al. 2015). In this 

context, culture has been researched in various ways: as an antecedent, mediator, and 

moderator in relation to a firm’s choices of market entry strategies and modes, as well as other 

decisions and strategies related to international markets (Caprar et al. 2015). Despite this, 

recent studies have proven that studies on culture’s role in IB have become stuck in a 

methodological and theoretical loop, highlighting over and over again that culture has a 

significant role in a firm's internationalisation, but with no further advancements as to ‘how’ 

(Devinney and Hohberger 2017). 

6.3 Geographic Distance 

The concept of Geographic Distance (GD) has been researched within IB studies during the 

last few decades and has been either considered merely a component of CD (e.g. Arora and 

Fosfuri 2000) or in relation to CD (e.g. Cantwell, Dunning and Lundan 2010), wherein these 

two distance dimensions seem to be positively correlated (Em 2011). Ojala (2015, 826) 

defines GD as “the physical separation between one location and another, typically involving 

the space between the home of a firm and the foreign location in which it is selling, or 

exploring possible sales”. But as Ghemawat (2001; Ghemawat2013) explains, GD is not just a 

matter of how distant two countries are in terms of kilometres. There are other attributes to be 

considered: The physical size of the country, access to ocean and waterways, average within-

country distance to borders, the presence (or absence) of a common land border, the 

topography, differences in time zones, and differences in climate, as well as transportation 

and communication infrastructures (Ghemawat 2013), among others. 

A variety of GD measures have been used by researchers (Em 2011, 14), including: The basic 

physical distance between major cities in miles or kilometres (Grosse and Treviño 1996; 

Madhavan and Iriyama 2009; Rose and Ito 2008); the latitude and longitude of the main city 

in each region or country (Chen 2004); the great circle distance method (Berry, Guillén and 

Zhou 2010); the haversine formula (Cuervo-Cazurra 2006), also known as the great-circle 

distance; the logarithm of the distance between capital cities (Doh, Bunyaratavej and Hahn 

2009; Frost and Zhou 2005) or the logarithm of the GD between home and host country 

(Werner and Brouthers 2002), using a dummy variable such as taking the value of one if the 

country shares a border (Curevo-Cazurra and Genc 2008) or is within a 100-mile range (Arora 

and Fosfuri 2000) and zero otherwise; and time zone differences (Dow and Karunaratna 

2006). Based on this, EM (2011, 14) argues that the “measure of geographic distance should 

be adapted according to which type of goods or services are considered in the study”. 

IB studies consider GD a major inhibitor to international expansion (Delios and Henisz 2003), 

significantly increasing costs of doing business in physically distant countries (Berry, Guillén 

and Zhou 2010; Em 2011; Ghemawat 2001; Gomes and Ramaswamy 1999), including the 
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costs of communication (Berry, Guillén and Zhou 2010; Ghemawat 2001), costs of 

transportation (Berry, Guillén and Zhou 2010; Cuervo-Cazurra and Genc 2008; Ghemawat 

2001), costs related to monitoring and control (Chen 2009), and costs of coordination 

(Cuervo-Cazurra and Genc 2008). As a result, firm performance is also lower in physically 

distant countries (Gomes and Ramaswamy 1999) and also affects the facilitation of 

establishing relationships with clients (Zhou, Barnes and Lu 2010), knowledge diffusion 

(Singh 2007), and the attractiveness of the host country (Cuervo-Cazurra and Genc 2008). 

Based on his research results, Chen (2004) argues that GD decreases international trade 

between pairs of countries, while other authors conclude that trade between two countries is 

directly related to size (e.g. GDP) (Berry, Guillén and Zhou 2010) and inversely related to GD 

(Anderson 1979). Dow and Karunaratna (2006) also argue that GD affects the development of 

IB, however, Grosse and Treviño (1996) argue that a firm’s experience reduces GD obstacles 

over time. 

Another significant attribute of GD is the so-called ‘border effect’, introduced in IB studies in 

1995 by John McCallum. In his article, McCallum (1995) identifies that trade between two 

provinces is more than 20 times larger than the trade between bordering countries, suggesting 

that national borders continue to matter. Other important contributions to the border effect 

theory include authors such as Chaney (2008), who uses a different model to gauge the 

economic importance of a border for international trade, Evans (2003), who systematically 

investigates the economic meaning of the border effect, and Rossi-Hansberg (2005) and Yi 

(2010), who argue that small trade frictions can create large trade barriers. Based on the 

results of his study, Dias (2011) argues that the border effect is significant and economically 

meaningful, and that distance affects more international trade than intranational trade. 

Furthermore, Coughlin and Novy (2012) talk about the domestic border effect, arguing that 

the state border effect is bigger than the international border effect.  

6.4 Cultural Distance 

Cultural differences in values and norms, religious beliefs, language, and race, can create 

distance between two countries (Ghemawat 2001). As Samiee (2013) explains, although CD 

was infrequently used as a research construct before 1980, Hofstede’s (1980) work on culture, 

coupled with contributions by Kogut and Singh (1988) and Gatignon and Anderson (1988), 

set the stage for the use of CD in relation to IB. The concept of CD has many definitions in 

the relevant literature. Hofstede (1980) argues that CD occurs when there is distance between 

a home and host country in terms of culture, economic systems, and business practices. CD 

can also be defined as the degree to which shared norms and values in one country differ from 

those in another country (Chen and Hu 2002; Drogendijk and Slangen 2006; Em 2011; 

Hofstede 2001; Kogut and Singh 1988; Sousa and Bradley 2006). Harzing and Pudelko 

(2016, 2) states that CD is “the most frequently used distance concept, which measures the 

extent to which two national cultures are similar or different”. However, not all cultural 
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differences between two countries are well defined; some aspects of CD, such as language for 

instance, can be easily perceived and understood, while others are much more subtle, such as 

social norms, for example (Ghemawat 2001).  

CD has been one of the most researched fields in IB strategy (Werner 2002) and the most 

common measures of CD used by researchers include four groups, which are explained in 

more detail in Appendix 8: 

− Hofstede’s (1980) four cultural dimensions: power distance, uncertainty avoidance, 

individualism vs. collectivism, and masculinity vs. femininity; 

− Kogut and Singh’s (1988) composite index, based on the deviation along each of 

Hofstede’s (1980) four cultural dimensions;  

− Schwartz’s (1994) seven value dimensions: conservatism, intellectual autonomy, affective 

autonomy, hierarchy, egalitarian commitment, mastery, and harmony; 

− Trompenaars and Hampden-Turner’s (1998) cultural dimensions: universalism vs. 

particularism, communitarism vs. individualism, neutral vs. emotional, diffuse vs. 

specific, achievement vs. ascription, sequential time vs. synchronous time, and internal 

direction vs. outer direction.  

Gradually, results from many studies have confirmed the validity and reliability of Hofstede’s 

(1980) four cultural dimensions, which have been used for the classification of countries in 

line with their national cultural attributes to determine the CD between them (Drogendijk and 

Slangen 2006). In recent years, however, scholars have become increasingly critical of 

Hofstede’s work (e.g. Brett and Okumura 1998; Drogendijk and Slangen 2006; Schwartz 

1994; Steenkamp 2001), however, despite the such criticism, it is still used in many CD and 

IB studies. 

Using Hofstede’s primary four cultural dimensions, Kogut and Singh (1988) formed a 

composite index to measure CD, the main advantage of which is its simple nature and easy 

implementation, this index having been vastly implementation across various empirical 

papers. As a result, nearly all studies in this field have used the Kogut and Singh (1988) 

measure of CD (Harzing and Pudelko 2016). Nevertheless, Shenkar (2001. 520) was critical, 

stating that this measure of CD “masks serious problems in conceptualization and 

measurement, from unsupported hidden assumptions to questionable methodological 

properties, undermining the validity of the construct and challenging its theoretical role and 

application”. Other limitations of the index, arising from its basis on Hofstede’s cultural 

dimensions, include its non-exhaustiveness (Shenkar 2001) and the dependence on single-

firm (IBM) data (Kim and Gray 2009), as well as the non-representativeness of the general 

population (Drogendijk and Slangen 2006), the applicability of 30-year-old data (Evans and 

Mavondo 2001) and others. Based on his research results, Kandogan (2012) argues that 

measuring CD using Kogut and Singh’s index may under-estimate or over-estimate the CD by 

even up to 60 percent. 
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Schwartz’s (1992) theoretical and empirical research overcomes many of the apparent 

limitations of Hosftede’s cultural dimensions. Although Schwartz’s framework has not yet 

been tested through empirical applications, Steenkamp (2001) emphasises the strong 

theoretical foundations of Schwartz’s dimensions. Similarly, Brett and Okumura (1998) 

conclude that Schwartz’s framework is superior to Hofstede’s as it was developed with 

systematic sampling and measurement, applying proper analysis techniques, in addition to the 

fact that it was based on the conceptualisation of values and its data is more recent (from the 

late 1980s to the early 1990s).  

Trompenaars and Hampden-Turner (1997) provide another measurement of CD with their 

seven dimensions of culture, which is based on 10 years of research into people's preferences 

and values in dozens of cultures around the world. Compared to Hofstede’s cultural 

dimensions, the nature of Trompenaars and Hampden-Turner’s seven dimensions is different 

and reflects significant variations in approach (Browaeys and Price 2008). Trompenaars and 

Hampden-Turner’s seven dimensions have been tested in many studies and have also been 

used in practice by managers worldwide (Branine 2011). However, this model is not immune 

from criticism. One of the main critics is Hofstede (1997), who argues that these seven 

dimensions are specific to American culture and thus, have limited applicability in an 

international context.  

As Kandogan (2012) argues, the accurate measurement of cultural differences is critical to 

identifying meaningful relationships that are useful to practitioners, and yet, after decades of 

research in CD measurement, little consensus has been reached regarding the application of 

reliable and accurate measures. 

6.5 Psychic Distance 

The concept of psychic distance (PD) in international trade literature was first introduced by 

Beckerman (1956) as an obstacle to trade, but complementary to that of GD. PD then gained 

prominence and began to be seriously developed as a construct within the management-

oriented IB literature. During the 1970s, researchers at the University of Uppsala developed 

the initial concept by establishing a formal definition, carrying out the first serious attempts to 

measure the construct and identifying its potential applications (Dow and Karunaratna 2006). 

Subsequent IB discipline advancement has elaborated on both the definition of PD as well as 

its factors.  

Various authors define PD as comprising factors preventing or disturbing the flow of 

information between an organisation and the foreign market, caused by managerial 

perceptions (Håkanson and Ambos 2010; Johanson and Wiedersheim-Paul 1975; Ojala 2015). 

Furthermore, EM (2011, 18) also argues that PD is a multidimensional construct that is based 

on perception. This means that “individuals may differ in respect of their perceptions of 
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foreign countries” Håkanson and Ambos (2010, 196). PD is, therefore, highly subjective (Em 

2011; Leonidou and Katsikeas 1996; Sousa and Bradley 2006), and represents an important 

determinant of a firm’s IB strategy, as how managers perceive a foreign market will affect 

their decision-making processes (Em 2011). Various studies have operationalised PD in a 

variety of ways, in most cases researching the concept of PD from a single home country 

perspective while using a variety of approaches and different ways to define PD (Avloniti and 

Filippaios 2014). However, many authors remain imprecise about their exact understanding of 

the concept and there is no consensus regarding its definition.  

For over a decade, researchers have been measuring PD stimuli, but unfortunately, the 

majority of them have concentrated on only one of the stimuli, usually by employing a 

composite index of Hofstede’s cultural dimensions as their sole indicator in their empirical 

analysis (Dow and Karunaratna 2006). When measuring PD, authors usually consider a range 

of potential distance-creating factors, such as differences in culture, language, business 

practices, political systems, levels of economic development, per capita incomes, lifestyles 

and traditions. Apart from these, other perceptual measures of distance have also been used, 

such as for instance the use of concentric circles (Dichtl, Koeglmayr and Mueller 1990), free 

magnitude scaling (Stöttinger and Schlegelmilch 1998) and judgments by expert panels (Dow 

2000; Nördström and Vahlne 1994), among others. 

The most often measures of PD used by researchers include the following groups, which are 

presented in more detail in Appendix 9: 

− Ronen and Shenkar’s (1985) ten psychic zones; 

− The GLOBE (Global Leadership and Organizational Behaviour Effectiveness) project of 

House et al. (2004); 

− Dow and Karunaratna’s (2006) psychic distance stimuli; 

− Håkanson and Ambos’ (2010) perceived psychic distance; 

− Nebus and Chai (2014) knowledge and context-based model of psychic distance; 

− Perceptions of distance based on the use of Likert scales (Evans and Mavondo 2002). 

Authors have been measuring PD based on either objective or perceptual approaches. Within 

objective approaches, we can find the long generally accepted Kogut and Singh index of CD, 

in addition to the use of Ronen and Shenkar’s (1985) ten psychic zones of the world, in 

addition to formative indices combining indicators of inter-country relations such as 

commercial, political, social, historical and geographical ties (Brewer 2007). Within the 

perceptual approaches, authors mostly rely on the use of Likert scales to measure 

respondents’ perceptions of distance (Evans and Mavondo 2002). In developing factors to 

measure PD, it is critical to take in account what Shenkar (2001) describes as the assumption 

of equivalence. “It is inappropriate and unjustified to assume that all factors contribute 

equally to the overall PD construct. […] The weighting of the various factors needs to be 
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determined empirically, in concert with the dependent variable(s)” (Dow and Karunaratna 

2006, 581). 

With reference to IB, O’Grady and Lane (1996) warn managers of the PD paradox, stating 

that firms operating in physically close countries might not be easy to manage as decision-

makers might assume that the proximity between home and host countries reflects similarities 

between them, which could prevent them from noticing critical differences. 

6.6 Differences Between Psychic and Cultural Distance  

CD and PD have been researched in many studies over the last few decades. However, as 

these two concepts partially overlap and analyse similar characteristics between home and 

host countries, some authors do not distinguish them properly or even consider them as 

equivalent. CD is in most cases associated with PD (Dow and Karunaratna 2006; Mariotti and 

Piscitello 1995) in such a way that in many studies, researchers consider them as 

interchangeable concepts (Dunning, Fujita and Yakova 2007; Em 2011; Gomes and 

Ramaswamy 1999; Yeniyurt et al. 2009). In this context, the Uppsala School considers 

cultural differences as one aspect of PD, and similarly, other authors, such as Dow and 

Karunaratna (2006), Ellis (2008), Evans and Mavondo (2002), O'Grady and Lane (1996), 

Ramaswamy, Kroeck and Renforth (1996), and Sousa and Bradley (2008), consider CD a 

component of PD, together with differences in language, business difficulties, and other 

aspects of managerial decision-making (Arora and Fosfuri 2000; Em 2011; O’Grady and Lane 

1996; Ramaswamy, Kroeck and Renforth 1996).  

Although the concepts of CD and PD are interrelated, there is considerable confusion and 

misperception between them, mostly due to several studies using the two terms without 

distinction. Researchers sometimes use the two terms interchangeably by using PD as a proxy 

of cultural distance or vice versa, which results in complications in their conceptualisation and 

measurement (Avloniti and Filippaios 2014). However, based on the various definitions of 

CD and PD, as well as their applied measures, there is a clear difference in focus between the 

two constructs, as they capture different phenomena (Håkanson and Ambos 2010). In fact, 

cultural distance refers to differences between groups of people (or nations) in terms of 

values, norms, language, religious beliefs, and other cultural characteristics, while PD 

captures an individual’s perception of the difference between the home and host country as a 

highly subjective interpretation of reality (Avloniti and Filippaios 2014; Em 2011; Ojala 

2015; Sousa and Bradley 2005). Based on this distinction between the two concepts, Sousa 

and Bradley (2005) suggest that CD should be applied at a country level, while PD should be 

applied at an individual level.  

Based on this distinction between the concepts of CD and PD, managerial perception plays a 

significant role in differentiating the two concepts. As individual perceptions drive managers 
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in their strategic decision-making and behaviour, several authors propose the use of 

individual-level perceptual measures to evaluate cultural differences (Drogendijk and Slangen 

2006). However, only a few empirical studies (Johanson and Vahlne 1977; O’Grady and Lane 

1996; Shenkar 2001) have examined the influence of perceived CD measures on foreign 

market entry strategies and on foreign subsidiary performance (Drogendijk and Slangen 

2006). 

Nebus and Chai (2014) emphasise that PD studies that include the participation of managers 

do not ask them about the factors influencing their decision-making, but instead ask them to 

assess general differences between home and host countries. Further to this, authors often 

ignore decision-makers, assuming they are rational and economic, unbiased and experienced 

only in their home country, but Nebus and Chai (2014) argue that these assumptions are 

questionable, stating that various explanatory shortcomings of IB decision making models can 

be eliminated by including the views of decision-makers when assessing PD. 

6.7 Institutional Distance 

The concept of ID was introduced by Kostova (1999) in the consideration of the social, 

organisational, and relational context of internationalising MNCs. In this way, she 

conceptualised social context in terms of the ID between a parent company’s country and the 

country of the recipient unit. Later on, the concept of ID emerged within the institutional 

theory introduced in IB literature, along with the Transaction Cost Theory and RBV, as part 

of research on business strategies in emerging economies (Ionaşcu, Meyer and Estrin 2004). 

We can broadly classify national institutions into societal, political, and legal units 

(Demirbag, Tatoglu and Glaister 2008), or into legal, judicial, and political institutions 

(Morrison 2009). These include, for example, government entities, banks and financial 

institutions, universities, trade associations (Yiu, Lau and Bruton 2007), and healthcare 

institutions, among others. Although ID is a relatively new concept, we can find various 

definitions in the relevant literature. The concept may refer to the extent to which institutional 

profiles between two countries differ (Ferner, Almond and Colling 2005), or to the 

misunderstandings about rules, norms, and practices that can provoke conflicts (Henisz and 

Swaminathan 2008). More recently, EM (2011, 15) defines ID as “the extent to which 

normative, regulative, and cognitive aspects of an economy are different and possibly 

conflicting”.  

In literature, various authors refer to three pillars of institutional framework (Busenitz, Gómez 

and Spencer 2000; Em 2011; Gubbi et al. 2010; Ionaşcu, Meyer and Estrin 2004; Scott 1995, 

2001), which were introduced by Scott in 1995, including: the regulatory pillar, which 

consists of the ground rules of doing business and reflects the laws and regulations of the 

country, and their monitoring and enforcement; the cognitive pillar, which refers to the 

cognitive structures embedded within a society; and the normative pillar, which  consists of 
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beliefs, values, and norms that define expected behaviour in a society. These three pillars 

reflect the differences of institutional profiles (Busenitz, Gómez and Spencer 2000; Em 2011; 

Gubbi et al. 2010) and ID between countries (Ionaşcu, Meyer and Estrin 2004; Kostova and 

Roth 2002). 

When entering foreign markets, firms need to respond or adapt to the host country 

environment by conforming to accepted ways of doing business (Gerhart 2009), or in other 

words, to the perceived local ‘rules of the game’ (Hilmersson 2009). In this regard, 

researchers argue that businesses require higher investments to face higher levels of 

uncertainty when entering institutionally distant countries, where legitimacy is more difficult 

to establish (Jensen and Szulanski 2004; Zander and Zander 2010) and some adaptation may 

be required (Em 2011). ID can be a useful tool for analysing IB relationships and is 

particularly relevant in case of emerging economies because of the diversity of inward 

investors and idiosyncratic regulatory environments, which may inhibit IB (Ionaşcu, Meyer 

and Estrin 2004). In the case of emerging markets, Khanna and Palepu (1997) describe how 

buyers and sellers in these markets face difficulties in coming together due to institutional 

voids, i.e. the lack of institutions in the country that would help facilitate transactions in the 

market. The authors further explain that institutional voids actually define markets as 

“emerging” and result in higher transaction costs and challenges in relation to a firm’s 

operations. The authors also argue that institutional voids increase the challenges faced by the 

business models of internationalising firms when operating in emerging markets, and that 

firms need to adapt their business models in order to fill existing institutional voids (Khanna 

and Palepu 1997). However, Cantwell, Dunning and Lundan (2010. 582) point out that “not 

all such voids can be filled in by MNEs, and there is often no compelling reason for the 

inefficient parts of an institutional system do be replaced”. In any case, firms can overcome 

and capitalise on transaction uncertainties resulting from institutional voids by establishing a 

strong reputation in the emerging market, where firms might actually mitigate and create 

leverage on institutional voids as a source of CA (Gao et al. 2017). 

Currently, there is no consensus on the measures that require application in order to determine 

ID between two countries. In various studies, researchers have applied the Kogut & Singh 

(1988) measure of CD to approximate ID (Dikova, Sahib and van Witteloostuijn 2010; Jensen 

and Szulanski 2004), justifying the use of such proxy by the extensive use of the measure, 

regardless of the fact that it has never been used to measure ID (Em 2011). Another measure 

of ID used by Jackson and Deeg (2008) draws heavily on the proxy designed by Gaur, Delios 

and Singh (2007) and comprises two constructs—normative and regulative, each made up of 

seven dimensions (Em 2011).  
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6.8 Economic Distance 

The concept of economic distance (ED) has been studied from different perspectives, with a 

range of various characteristics and measures. At the moment, there is no consensus on the 

definition of ED, nor a common definition of its measures and attributes. Among other 

definitions, the level of economic development of the host country relative to that of the home 

country is what Ghemawat (2001) calls ED, and based on Ghemawat’s work, Verbeke (2013, 

136) summarises that ED “relates to differences in wealth, income and standard of living 

between consumers in different countries”.  

Based on his research, Ghemawat (2001) argues that the wealth of customers represents the 

most important attribute in ED, which not only has a significant effect on trade levels, but also 

on partnership types a country trades with. The results of various studies also indicate that 

growth in one country is positively influenced by growth in its neighbouring countries 

(Moreno and Trehan’s 1997), and thus a country can benefit from the growth of its 

neighbours (Chua 1993).  

In literature, various measures of ED can be found. Barro (1991), for example, investigated 

the economic growth of countries in relation to the initial level of GDP per capita, human 

capital, fertility, and political stability. Conley and Ligon (2002), however, used the 

relationship between countries’ growth rates, which included GDP per capita; secondary and 

primary school enrolment rates; the share of real government consumption expenditures to 

real GDP; number of revolutions; number of assassinations per million; and the absolute 

deviation of Purchasing Power Parity investment deflator from its sample mean. A decade 

later, Mazurek (2012) proposed that relative ED depends on the macroeconomic parameter 

selected and the time period used for evaluation. More recently, Fisher et al. (2015, 1) 

proposed a new measure of ED, arguing that “two economies are “close” if their local unit 

costs for every good are similar”.  

6.9 Administrative Distance 

There is limited research on administrative distance (AD) within the relevant literature, 

including its definition, measures, attributes, and other characteristics. Among other 

definitions, Berry, Guillén and Zhou (2010) argue that AD refers to differences in 

bureaucratic patterns based on colonial ties, language, religion, and legal systems. In his 

research, Ghemawat (2001) focuses of five main attributes of AD: Absence of colonial ties; 

absence of shared monetary or political association; political hostility; government policies; 

and institutional weakness. On the other hand, Berry, Guillén and Zhou (2010) argue that the 

most common measures of AD include: Determining whether countries share a common 

language (Wolf and Weinschrott 1973), a common legal system (Guillén and Suárez 2005; La 
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Porta et al. 1998), or whether they have (or have had) colonial ties (Bröcker and Rohweder 

1990). 

Ghemawat (2013) as well as Kuo and Fang (2009) argue that administrative and political 

distance is often a result of a country’s desire to protect or regulate domestic industries against 

foreign competitors, protect natural resources, or ensure national security by erecting various 

kinds of unilateral measures. The most common barriers to cross-border competitors include: 

Tariffs, trade quotas, regulatory complications, local-content laws, restrictions on FDI, and 

preferential treatment of domestic firms, among others. In his study, Ghemawat identified that 

AD can be also created through unilateral measures, such as the policies of individual 

governments against cross-border competition. Furthermore, institutional infrastructure 

characteristics such as corruption and systemic social upheaval also have an important impact 

on AD (Verbeke 2013). 

Ghemawat (2001) also argues that historical and political associations between two countries 

affect the trade between them, where for example, colony-coloniser links between countries 

boost trade by an impressive 900 percent, while a common currency, a political union, or 

preferential trading arrangements may increase trade by over 300 percent each. Nevertheless, 

bad relationships between countries can also increase AD (Ghemawat 2013). 

For firms that decide to internationalise, host countries with radically different administrative 

systems from those present in a firm’s home country represent a high level of uncertainty, and 

hence firms will find it difficult to successfully do business there (Tulder 2010). 

6.10 Impact of Distance on Foreign Market Entry 

In cases where host country characteristics are very different from those of a firm’s home 

country, decision-makers are often less keen to engage in cross-border activities in those 

countries (Ghemawat 2001; Ghemawat 2013). Due to these differences and their implications, 

decision-makers need to correctly assess the differences (or distance) between home and host 

countries, as this is crucial for the selection of the appropriate market entry and business 

strategies (Sousa and Bradley 2005).  

GD has long been recognised as affecting international trade, foreign investments, and other 

types of cross-border economic activity (Berry, Guillén and Zhou 2010). One of the most 

obvious impacts of GD is the rising costs associated with the physical transportation of goods. 

As this is more relevant in the case of exports than for FDIs, we can see a shift toward FDI as 

geographic distance increases. Similarly, gravity models indicate a drop in FDI when an 

increase in GD is present, reflecting the fact that communication and transportation costs rise 

when physical distance increases (Ghemawat 2013). However, empirical results indicate that 

GD is only one of several other characteristics that influence IB.  
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The concept of CD has been applied to various dependent variables in internationalisation 

research, including its influence on MEM choice. Past studies have found that CD increases 

management costs as it hampers the transfer of knowledge and core competences to the 

foreign market, impedes acquiring and interpreting information on the behaviour of foreign 

partners, and creates various challenges for parent companies to safeguard against the 

potential opportunism of partners (Chang et al. 2012). Based on this, entry mode decisions 

become complicated, primarily in regard to the choice between an FDI or partnership mode 

(Brouthers and Brouthers 2000; Drogendijk and Slangen 2006; Kogut and Singh 1988). In 

their research, López-Duarte and Vidal-Suárez (2013) argue that, apart from CD, other forms 

of distance between countries need to be included in the analysis, as well as a host country's 

risk contingency role. However, based on their research results, Harzing and Pudelko (2016) 

argue that when the contextual characteristics of home and host countries are included, the 

CD effect on foreign market entry strategies becomes insignificant. 

PD has been found to affect decisions not only in the selection of the foreign market, but also 

in MEM choice (Arora and Fosfuri 2000; Eriksson et al. 1997), and thus the subsequent 

patterns a firm follows when expanding (Ellis 2008; Em 2011; Evans and Mavondo 2002). 

Blomkvist and Drogendijk (2013) suggest that PD and its stimuli represent important 

explanatory factors of MNEs for developing countries. Nevertheless, this research is focused 

on Chinese outward FDI and therefore, it might not be possible to generalise their results or 

carry them over to other developing countries. Based on the results of numerous studies, 

various authors argue that a small PD is associated with reduced uncertainty (e.g. Evans and 

Mavondo 2002; Gillespie et al. 1999), and as such, most firms expand first into neighbouring 

countries that they can easily understand (Em 2011; Johanson and Vahlne 1990). Following 

this, firms enter new markets with increasingly greater levels of PD (Johanson and Vahlne 

1990; Ruzzier and Konečnik Ruzzier 2006). Furthermore, when firms psychically enter 

distant markets, Evans and Mavondo (2002) suggest that they perceive a high level of 

uncertainty. In order to overcome this, firms undertake extensive market research and 

planning in order to improve their strategic decision making, which should result in increased 

firm performance.  

With reference to ID, Guler and Gullién (2010) argue that firms choose foreign countries in 

which they wish to operate largely based on the nature and quality of the institutions present 

in these countries, and that the rate of entry into a foreign country increases with its level of 

technology and knowledge, the protection of investors rights, the size of the local stock 

market, and the country’s political stability. From a MNEs perspective, Cantwell, Dunning 

and Lundan (2010, 579) argue that in order to counter uncertainties and complexities present 

in their external environment, firms “have evolved more decentralized governance structures, 

involving more locally responsive, yet internationally connected, relationships”.  
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In the case of large ED, Tao, Zhanmiug and Xiaoguang (2013) argue that FDIs have the 

opportunity to operate in host countries with lower risk levels where they can enjoy location-

specific advantages and exploit them, while in the case of similar economic development 

levels, firms are less likely to possess much advantage over local firms and thus their foreign 

subsidiaries are likely to meet more challenges in such market. On the other hand, Ghemawat 

(2013) states that rich countries are more active in cross-border trade than poor countries, and 

that most of this economic activity occurs with other rich countries.  

Ghemawat (2013) argues that AD can be increased (or decreased) through a country’s 

unilateral measures, and that barriers (e.g. tariffs, trade quotas, restrictions on FDI, regulatory 

complications and preferential treatment of domestic firms) are more often increased in a host 

country than a home country. Some studies also suggest that social conflict, corruption or 

unreliable legal systems within a host country with weak institutional infrastructures 

discourage trade and investment in such country (Ghemawat 2013; Kuo and Fang 2009) far 

more than any other explicit administrative policy or restriction.  
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7 CONCEPTUAL MODEL 

Building on the RBV and the Uppsala Model, our research is focused on the antecedents, 

determinants, and consequences of SME foreign market entry strategies into and from the 

Emirati market. In this way we give particular attention to SME competitive advantage types, 

their capabilities and network ties, and the moderating aspects of various distance dimensions. 

As highlighted in the initial chapters of this doctoral dissertation, studies analysing cultural 

and psychic distance in the internationalisation context of SMEs have been conducted over 

the last few decades, as well as studies analysing resources, capabilities or CAs in the 

internationalisation process mostly across an MNE population. However, actual research 

combining all these variables in the internationalisation context of SMEs has not yet been 

carried out, and particularly not in the context of smaller emerging markets, like the UAE. In 

fact, research in emerging markets is primarily focused on large economies, such as China, 

India, Brazil, and Russia (Rogmans 2012). Based on this and the studied literature, we have 

developed the conceptual model set out in Figure 5 below, which represents the conceptual 

starting point of the empirical research, serving as a guide throughout the research process.  

In line with the RBV, a firm’s resources and capabilities are at the core of its business strategy 

development, as they are the primary sources of firm performance (Grant 1991) and can 

generate CAs. Network theory represents another important element of IB discipline, wherein 

the network is viewed as the starting point of a firm’s internationalisation analysis (Ruzzier, 

Hisrich and Antončič 2006) and represents a significant factor for success when entering 

foreign markets (Yoshino and Rangan 1995), particularly within emerging economies. On this 

basis, we have defined three main groups of independent variables in our conceptual model, 

which impact the choice of MEM and consequently firm performance, these being: Types of 

CA, firm capabilities, and network ties.  

Within types of CA, we consider FSAs, location advantages, OA and internalisation 

advantages. First, various FSAs influence foreign market entry strategies (e.g. Agarwal and 

Ramaswami 1992; Siripaisalpipat and Hoshino 2000; Verbeke 2013), as do firm’s 

internalisation advantages (e.g. Agarwal and Ramaswami 1992; Buckley et al. 2007; 

Cantwell and Narula 2001; Dunning 1988) and OA (e.g. Agarwal and Ramaswami 1992; 

Dunning 2000; Laufs and Schwens 2014). Moreover, the impact of location advantages on 

foreign market entry strategies is based on HHCC and their impact on cross-border activities 

and choice of MEMs (e.g. Demirbag, Tatoglu and Glaister 2008; Ghemawat 2001; Ghemawat 

2013; Harzing and Pudelko 2016; Lauf and Schwens 2014).  
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Figure 5: Antecedents, Determinants and Moderators on Market Entry Mode and Firm 

Performance 

Within firm capabilities, we consider international marketing (e.g. Cavusgil and Zou 1994; 

Knight and Kim 2009; Leonidou, Katsikeas and Samiee 2002), innovation (e.g. Knight and 

Cavusgil 2004; Knight and Kim 2009; Porter 1990) and international entrepreneurship (e.g. 

Hessels and van Stel 2011; Lisboa, Skarmeas and Lages 2011; Navarro, Schmidt and Rey-

Moreno 2015). Based on the relevant literature, research results indicate the importance of 

strong marketing capabilities in the effective implementation of international marketing 

strategies (Morgan, Katsikeas and Vorhies 2012). Moreover, innovation might also represent 

an antecedent of foreign market entry, as firms with technology-based FSAs are more likely 

to enter foreign markets (Dunning 1993; Hennart and Park 1993; Yiu, Lau and Bruton 2007). 

Authors also point out that an entrepreneur’s characteristics and attitudes influence the firm’s 

internationalisation process (Lages, Jap and Griffith 2008) and can also affect the firm’s 

export orientation (Navarro et al. 2010), particularly in the case of SMEs. 

Lastly, the impact of various types of existing networks and their strength on the choice of 

MEM is based on the relevant literature describing this correlation (e.g. Bartlett and Ghoshal 

1989; De Villa, Rajwani and Lawton 2015; Verbeke 2013). Among other authors, Johanson 

and Vahlne (2009) argue that business network ties enable the identification and exploitation 

of opportunities, and thus impact the MEM used. 
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On the right side of the conceptual model, the chosen MEM, as well as the other three 

independent variables (types of CA, firm capabilities, and network ties) represent the 

antecedents and determinants of firm performance in the foreign market. The choice of MEM 

is very important because it is associated with risks in the host country (Hill, Hwang and Kim 

1990; Laufs and Schwens 2014; Nisar et al. 2012), the level of control over foreign operations 

(Anderson and Gatignon 1986; Laufs and Schwens 2014; Nisar et al. 2012), the level of 

resource commitment (Laufs and Schwens 2014; Nisar et al. 2012; Rhee 2008), and 

ownership and costs (Nisar et al. 2012). 

With reference to types of CA, Siripaisalpipat and Hoshino (2000) argue that a foreign 

subsidiary is more likely to perform more highly if the parent company possesses higher 

specific CAs. Furthermore, SMEs’ utilising their CAs and discovering niche markets can also 

compensate for their disadvantages (Buckley and Ghauri 1993; Pleitner, Brunner and 

Haberssat 1998; Ruzzier and Konečnik Ruzzier 2006). On the other hand, Morrison suggests 

that the role marketing plays in a firm’s internationalisation has become critical to its success 

(Morrison 2009). At the same time, through continuous investment in innovation (Carr 1999), 

firms can establish and maintain superior performance, outdistance competitors, and thus 

assure long-term profitability in foreign markets (Freeman 1994; Siguaw, Simpson and Enz 

2006). Moreover, Fernhaber, Gilbert and Phillips McDougall (2008) highlight that 

international knowledge is critical to the internationalising firm’s success, particularly in case 

of new ventures. Lastly, networks play a significant role in emerging economies, as they 

substitute undeveloped external markets for product development, entrepreneurial and 

management know-how, as well as financial capital in emerging economies (Khanna and 

Palepu 1997; Yiu, Lau and Bruton 2007). 

Within the model, we also include three important moderators between the above listed 

antecedents and determinants on the choice of MEM and on firm performance: cultural 

distance (e.g. Brouthers and Brouthers 2000; Drogendijk and Slangen 2006; Kogut and Singh 

1988); psychic distance (e.g. Blomkvist and Drogendijk 2013; Em 2011; Evans and Mavondo 

2002; Johanson and Vahlne 1990); and geographic distance (e.g. Cantwell, Dunning and 

Lundan 2010; Dow and Karunaratna 2006; Em 2011; Ghemawat 2001; Ghemawat 2013). 

In literature reviewed, in most cases CD is associated with PD (Dow and Karunaratna 2006; 

Mariotti and Piscitello 1995) in such a way, that in many studies researchers consider them 

interchangeable concepts (Dunning, Fujita and Yakova 2007; Em 2011; Gomes and 

Ramaswamy 1999; Yeniyurt et al. 2009). Despite this fact, there is a clear difference in focus 

between the two constructs, as they capture different phenomena (Håkanson and Ambos 

2010). In this way, we include both CD and PD within our model, where as suggested by 

Sousa and Bradley (2005), CD is applied at a country level while PD is applied at an 

individual level, wherein SME decision-makers provide their subjective perceptions on the 

difference between home and host countries (Avloniti and Filippaios 2014; Em 2011; Ojala 
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2015; Sousa and Bradley 2005). Within moderators, we also include GD, as the major effects 

of GD studied in IB consider it a major inhibitor of international expansion (Delios and 

Henisz 2003), particularly due to the increase of various costs in doing business in physically 

distant countries (Berry, Guillén and Zhou 2010; Cuervo-Cazurra and Genc 2008; Em 2011; 

Ghemawat 2001; Gomes and Ramaswamy 1999). 

Two control variables are also set out in the conceptual model, being industry type and 

ownership structure, which are related to MEM choice as well as firm performance. With 

reference to industry type, we emphasise a major distinction between service and 

manufacturing firms (e.g. Bartmess and Cerny 1993; Kuemmerle 1997; Morrison 2009; 

Prahalad and Hamel 1990; Zhang, Duysters and Filippov 2012). Ownership structure (Laufs 

and Schwens 2014) is also relevant in SME internationalisation as, for example, small family 

firms usually avoid high-risk internationalisation (Pinho 2007) and are often less willing to 

share control with a partner (Fernández and Nieto 2006).  
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8 EMPIRICAL RESEARCH 

Following the theoretical framework covering SME internationalisation, foreign market entry 

strategies, firm performance, resources, capabilities and CA, as well as various distance 

dimensions, and in consideration of the conceptual model presented in chapter 7, in this 

chapter (chapter 8), we provide details regarding the methodology used in the empirical 

research of the dissertation and its results.  

Within our empirical research, we have employed a sequential mixed methods approach in 

which phase one includes preliminary research employing quantitative methodology, while 

phase two employs a qualitative research approach. In this context, sub-chapter 8.2 is focused 

on preliminary research (phase one) and its results, while sub-chapter 8.4 focuses on phase 

two of the research and its results. 

8.1 Empirical Research Methodology 

In our research we employed a sequential mixed methods approach. The empirical research 

was split into two phases: phase one, which includes preliminary research employing 

quantitative methodology; and phase two, in which we employ qualitative methodology to 

answer our research questions with the use of individual, in-depth, semi-structured interviews, 

and document analysis. Further details regarding the methodology employed in both phases of 

the research and their results are provided in the following sub-chapters 

8.2 Survey Research 

Within the preliminary empirical research (phase one), we planned to gather primary data 

through a survey, by employing a structured questionnaire and carrying out an analysis of the 

results through quantitative methodology. The research was aimed at identifying the 

antecedents and determinants impacting the choice of foreign MEM and firm performance, as 

well as the impact of potential moderators. The focus of the research was on foreign MEMs 

and firm performance as dependent variables, on resources, capabilities, and CA as 

independent variables representing potential antecedents and determinants of the choice of 

MEM and firm performance, as well as on the role of various distance dimensions as potential 

moderators. These phenomena are related to SMEs with headquarters in the UAE that have 

entered other foreign markets, and to SMEs with headquarters in another country that have 

entered the UAE and other foreign markets. Within this research phase, we employed a survey 

with the use of a structured questionnaire administered by e-mail using a web-based form. 

We selected the survey method as it is a widely used research method, suitable for use when 

trying to achieve a high number of responses, and can also cover a wide range of information.  
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Based on the defined conceptual model (chapter 5), we designed the questionnaire set out in 

Appendix 10, which comprises the following seven sections: 

1. Section 1: Demographic details, with seven questions related to each respondent’s 

demographic data; 

2. Section 2: Company’s main details, with 12 questions about company size, subsidiaries, 

activity, industry, ownership, and internationalisation; 

3. Section 3: Market entry strategy, with five questions related to the company motives for 

foreign market entry and market entry modes; 

4. Section 4: Cultural and other distance dimensions, with 33 questions related to 

respondents’ assessments about the perceived cultural distance, geographic distance, 

institutional distance, and economic distance; 

5. Section 5: Location advantages, with 13 questions related to home and host country 

location advantages; 

6. Section 6: Firm performance, CAs and network ties, with 15 questions related to the 

respondent’s assessments about subsidiary performance, parent company and subsidiary’s 

CAs and business and institutional network ties;  

7. Section 7: Firm’s CAs and capabilities, with 12 questions related to OA, international 

marketing, innovation, and international entrepreneurship. 

We first pre-tested the questionnaire on a small sample of the population (10 managers) to 

assess how the questions were understood and if provided answer options covered all or most 

of the possible answers. Following the feedback that was received and analysed by the 10 

respondents, we then distributed the revised questionnaire to our identified population. 

The structured questionnaire includes predefined answer options, with a few exceptions, in 

which the option ‘other (please specify)’ is an option, wherein respondents can provide 

another answer. It also includes a managerial assessment with the use of a five-point Likert 

scale for most of the variables. For measurements of international and export 

entrepreneurship, we adopted different scales, such as: the actual time in years taken for the 

firm to start exporting (e.g. Acedo and Jones 2007; Navarro-Garcia, Calvo-Mora and Rey-

Moreno 2015), export intensity measured through export sales/total sales ratio (e.g. 

Kuivalainen, Sundqvist and Servais 2007; Navarro-Garcia, Calvo-Mora and Rey-Moreno 

2015), and the number of foreign markets, in which the firm generates income (e.g. Navarro-

Garcia, Calvo-Mora and Rey-Moreno 2015). To assess other relevant indicators, such as 

company and subsidiary size, type of activity, headquarters, and subsidiary location, number 

of subsidiaries, subsidiary legal/organisational form and ownership status, dates of market 

entry, employed MEM, and other indicators, we provided questions with direct answer 

options to gather required data. In Appendix 11 we provide details about all other measures 

used in the research.  
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8.2.1 Population, Sample, and Data Collection  

Within the preliminary quantitative research (phase one) we apply a multiple case study 

including various firms. The case study population includes 200,000 SMEs registered in the 

UAE, of which the simple random sample includes 20,000 companies. The list of companies 

was provided by Dubai Chamber of Commerce and Abu Dhabi Chamber of Commerce, based 

on which the sample of 20,000 companies was defined using the ‘random’ (“RAND”) 

command present in Excel. Within the sample, we considered only respondents from 

companies that 1) have a minimum employment of 10 persons and a maximum employment 

of 250 persons in their headquarters, 2) have been first established in a foreign country (any 

country except the UAE) and then entered the Emirati market and at least one other foreign 

market, or have been established in the UAE and then entered at least two foreign markets, 

and 3) they entered these two markets between the years 2007 and 2015. 

Between February and October 2016, we gathered preliminary data through a structured 

questionnaire, sending emails with links to the online questionnaire to over 25,600 recipients 

from companies registered or potentially operating in the UAE, including the original random 

sample of 20,000 companies, an additional 2,000 companies from the original database, and 

3,600 other contacts. In Appendix 13 we summarise the activities carried out during that 

period to gather answers from SMEs. Based on these 25,600 emails sent out to companies and 

other institutions, over a period of seven months we received only 27 (0.1%) completed 

questionnaires. In Appendix 14 we provide an overview of the questionnaires completed by 

SME decision-makers between April and November 2016, as well as the overview of the 

number of responses by respondent category. Based on this respondent category split, we can 

conclude that 17 responses were based on emails sent to or through connections (response rate 

0.5%), three responses were from Slovenian companies based on Slovenia Chamber of 

Commerce support, and seven responses came from unknown origins. However, from these 

seven unknown respondents, based on the feedback dates (7 and 9 May, 12 and 24 June, 6, 20 

and 27 July 2016), none of these are probably based on any of the bulk emails sent, as these 

were sent on 12 April (20,000) and on 18 and 20 October 2016 (2,000).  

Considering that the actual response rate of the 22,000 bulk emails sent to companies 

registered in the UAE was 0 percent, while the response rate of the other 3,600 emails sent to 

various business contacts and private contacts was 0.75 percent, we have come to the 

conclusion that we would not be able to achieve many more responses from target SMEs. 

Based on that, in November 2016, we concluded data gathering for the first phase of the 

empirical research and proceeded with the quantitative analysis of the responses with the use 

of descriptive statistics. 

SMEs of respondents that participated in the study by answering the questionnaire came from 

various countries. Table 9 below shows an overview of all the home and host countries, where 
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the UAE is present in all 27 cases (either as a home or host country), as this is the key market 

under analysis.  

Table 9: Overview of Respondents’ SME Home and Host Countries 

Home Country Total 

 

Host Country Total 

UAE 14 UAE 13 

Slovenia 4 KSA 4 

USA 3 United Kingdom 3 

Netherlands 1 Singapore 2 

Canada 1 Jordan 1 

Germany 1 Kuwait 1 

India 1 Seychelles 1 

Italy 1 Qatar 1 

Poland  1 Spain 1 

With reference to respondents’ firm size, 18 out of 27 firms are medium-sized companies, 

while nine are small companies. Among 27 firms that answered the questionnaire, 14 firms’ 

main activity is to provide services, while 13 firms manufacture products. Respondents’ firms 

come from various industries, including energy, consumer durables and apparel, media, 

commercial and professional services, and others. The overview of all industries is set out in 

Appendix 15. 

Considering the size of the population, as well as the number of variables and questions, the 

target number of responses for the empirical research (phase one) was 1,000. However, we 

received only 27 completed questionnaires over a period of seven months. Based on this, the 

27 completed questionnaires received did not represent a sufficient sample to perform the 

planned quantitative analysis. As a result, we analysed the 27 responses results with the use of 

descriptive statistics. 

Authors in relevant literature provide different reasons for the cause of low response rates for 

email surveys and surveys in general. Many studies on survey response rates indicate that 

over the past few decades, there has been a trend in decreasing response rates for all types and 

manner of surveys around the world (Atrostc et al. 2001; Baruch 1999; Bickart and 

Schmittlein 1999; de Heer 1999; Evans and Mathur 2005; Fan and Yan 2010; Sheehan 2001), 

including email surveys. Brooks and Baruch (2008) also argue that organisational level 

studies have lower response rates than individual level studies, and that it has become 

increasingly difficult to obtain responses from senior managers in particular (as it was in our 

case). In the business context, the results of studies also indicate that compared to consumer-

oriented surveys, business-oriented surveys are more sensitive to survey length (number of 

questions, time required to complete the survey etc.) (Jobber and Saunders 1993). Authors 

even argue that in the case of business-oriented studies, survey length is one of the main 
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reasons for non-response (Sheehan 2001; Tomasokovic-Devey et al. 1994). More details 

regarding the reasons for low survey response rates found in the literature, as well as our 

evaluated reasons for the low response rate to our survey are presented in Appendix 12. 

Table 10: Potential Ways to Increase Survey Response Rate 

 

Ways to increase response rate Authors 

Shortening the questionnaire Dillman et al. 1993 

Developing a respondent-friendly 

questionnaire 

Dillman et al. 1993 

Pre-notification emails and email 

reminders (for surveys in general, not 

organisational level specific) 

Bosnjak et al. 2008; Fan and Yan 2010; 

Sheehan 2001; Trouteaud 2004; Wygant et al. 

2005 

Personalisation of email 
Fan and Yan 2010; Heerwegh et al. 2005; 

Porter and Whitcomb 2003 

Statement about the scarcity / very small 

selected group of respondents 

Edwards et al. 2002; Fan and Yan 2010; 

Porter and Whitcomb 2003; Roberts et al. 

1978 

Access control with use of manual login, 

automatic login, but most of all 

semiautomatic login 

Crawford et al. 2001; Fan and Yan 2010; 

Dillman et al. 1998; Heerwegh and Loosveldt 

2002 

Providing incentives (redeemable loyalty 

points, lotteries, gift certificate, donations 

to charity, provision of survey results etc.) 

Fan and Yan 2010; Fox et al. 1988; Göritz 

2006; Heberlein and Baumgartner 1978; 

Sheehan 2001 

After identifying the main possible reasons for this significantly low response rate, we have 

assessed various options provided in the relevant literature that could lead to an increase in 

response rate. Table 10 above lists some of the main ways to increase response rate, as 

provided by various authors. 

However, in the case of business-oriented studies, based on research results, Sheehan (2001) 

argues that there have been conflicting results regarding pre-notification emails and email 

reminders influencing response rates. Furthermore, other authors argue that the use of 

incentives in business-oriented studies (especially if target respondents are senior managers) 

does not influence response rates (Brooks and Baruch 2008; Cobanogly and Cobanoglu 2003; 

Fan and Yan 2010; Göritz 2006). 

After assessing potential ways to increase the response rate for our survey, we have come to 

the following conclusions: 
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− Considering the information required for a proper analysis of all the variables present in 

the research, a significant shortening of the questionnaire was not possible.  

− We prepared a respondent-friendly questionnaire in terms of accessibility, design and 

structure, so there was not much more we could do in this regard. 

− Email personalisation was done only for existing business and private contacts, while for 

the 22,000 bulk emails sent to companies, where there was no known contact, 

personalisation was not possible due to the limited information present on the companies’ 

database available.  

− Considering the emails were sent to over 20,000 companies, a statement about the 

scarcity/very small selected group of respondents was not applicable in this case. 

− With reference to access control with the use of manual, automatic, or semiautomatic 

login, respondents were not provided with special passwords, but t were only able to 

access the questionnaire if they were provided with the direct link to it. 

− Even though incentives might not increase the response rates in case of business-oriented 

studies, we still tried to provide the following incentives: 

− Study results would have been shared with all participating companies to help them 

with their future internationalisation. 

− Selected companies participating in the survey would have the opportunity to have a 

short interview that would be featured in a published article free of charge. 

− Assurance that the survey is completely anonymous, and that respondents’ answers 

would be kept confidential. 

− As pre-notification emails and reminders mostly do not result in increased response rates 

in case of business-oriented studies (Sheehan 2001), we only sent one main email briefly 

explaining the survey, a link to the survey, and the above listed incentives. 

After a final analysis and assessment of possible ways to achieve the required minimum 

number of responses, we have come to the conclusion that based on the available financial 

and non-financial resources and limited options available to increase response rates, we would 

not be able to achieve enough responses to prepare a proper quantitative analysis.  

Based on that, we have prepared a descriptive statistics analysis of the data gathered through 

the online questionnaire. As these results were not sufficient for a proper analysis of the 

studied research problem, we had to complement the empirical research through qualitative 

methodology with the use of individual, in-depth, semi-structured interviews, as explained in 

chapter 8.4.  

8.2.2 Results from Phase One 

In this section we summarise the main results of the descriptive statistics, which are organised 

into three parts. In the first part, we present and compare motives for entering foreign markets 

and MEM choice motives. In the second part, we present and compare contributors and 

moderators of MEM choice. In the third part we then present and compare antecedents, 

determinants, and moderators of firm performance in foreign markets. 
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Based on the responses from 27 managers that answered the online questionnaire, Figure 6 

presents the key motives that led managers to enter a foreign market. Among 12 of the most 

common motives provided, market seeking, opportunities in the foreign market, and profit 

and growth goals have been listed by 19, 12 and 11 respondents (out of 27) respectively, as 

among the main motives for market entry. Among these motives, for 17 respondents, market 

seeking is the most significant motive for SMEs to enter a foreign market, while opportunities 

in the foreign market and tax benefits (in case of market entry into the UAE market) follow 

with only four and three respectively. Profit and growth goals, supply of unique products, and 

resource seeking have been listed as the most important motives only by one company each. 

Motives for foreign market entry and choice of market entry mode 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Figure 6: Main Foreign Market Entry Motives 

 
 

 

 

 

 

 

 

 

 

 

Figure 7: Main Motives for Foreign Market Entry Mode Choice 
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With reference to foreign MEM choice, respondents’ most common motives include the 

decision to export products or services (seven), the goal of increasing revenue and market 

share (four), the need to have complete ownership and control over foreign operations (three), 

a means to assess the foreign market (two), and other, as highlighted in Figure 7 above. 

Contributors and moderators of market entry mode choice 

The MEMs used by respondents for entry into the Emirati or other foreign markets include 

FDI (Greenfield), export, strategic alliances, franchising/licensing and M&A. Figure 8 below 

shows the distribution of these market entry modes, between which FDI (Greenfield) is the 

most used MEM (13 respondents), followed by export (six).  

 

 

 

 

 

 

 

 

Figure 8: Market Entry Modes Used by Respondents 

In our conceptual model, a firm’s CAs, capabilities, and network ties are considered key 

independent variables influencing the choice of MEM. Included as part of these factors 

include: business network ties, institutional network ties, internalisation advantages, home 

and host country location advantages, OA, and other FSAs.  

 

 

 

 

 

 

 

 

 

 

 

Figure 9: Firm Key Competitive Advantages 
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In Figure 9 above, we present an overview of these factors listed by respondents. From the 

chart we can clearly see that the most common CA is represented by a unique product or 

service (listed by 17 respondents), followed by exclusive distribution rights (seven), low 

labour cost in the firm’s home country (four), exclusive franchise (four), and other. With 

reference to the role of CAs in the choice of MEM, most respondents stated that their 

competitive advantage/advantages also influenced (to a certain degree) their choice. 

As shown in Figure 10 below, for 15 SMEs that answered the questionnaire, their CAs had a 

lot of influence on MEM choice, while for nine SMEs, the CAs had some influence, but was 

less significant. In cases where respondents noted ‘a lot of influence’ and ‘some influence’, 

one of the key CAs was represented by a unique product or service in 19 cases. 

 

 

 

 

 

 

 

 

 

 

Figure 10: Role of Competitive Advantages in Choice of Market Entry Mode 

Within independent variables influencing MEM choice, network ties, years of operation, 

home and host country location advantages, and host country risks were also included. 

However, when comparing each of these with the chosen MEM, the results were 

inconclusive, except when considering a firm’s size. When comparing chosen market entry 

modes with the size of the firm, in the case of medium-sized companies, over half (15 SMEs) 

chose to enter through FDI (Greenfield), while in the case of small companies, the distribution 

of market entry modes chosen was more varied, with only one third (nine) of companies 

choosing to enter through FDI (Greenfield). More details about this comparison are set out in 

Appendix 16.   

In our conceptual model, we consider CD, PD, and GD as moderators between firm’s CAs, 

capabilities and network ties, and MEM choice. Based on respondents’ ratings, results show 

that in cases where higher CD is present, respondents’ PD (or perceived CD) is in most cases 

(19 respondents) higher than the average CD calculated based on respondents single scores of 

various cultural elements. Based on the scores related to AD and ED, these are usually in the 

same range as CD scores with a variation from -1.25 to +1.04 points, where the difference is 

in most cases (23) between 0 percent and 15 percent (or 0.00 to 0.69 points). When comparing 

GD ratings to those of cultural, administrative and economic distance, 12 respondents rated 
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cultural, administrative and economic distance below 10 percent difference from GD, 12 rated 

these distances between 10 percent and 40 percent difference from GD, and only three rated 

these distances above 40 percent and below 60 percent difference from GD.  

With reference to the role that cultural and geographic distance play in the choice of market 

entry modes, results are inconclusive as they vary in both cases, as shown in Appendix 17. 

Furthermore, when comparing various CAs, capabilities and network ties with the MEM 

used, results related to the potential mediation of cultural and geographic distance between 

these factors and the choice of MEM are also inconclusive.  

Contributors and Moderators of Firm Performance in Foreign Markets 

Based on four indicators of firm performance, 11 SMEs have a high average performance 

(between 3.67 to 5.00 on a five-point ordinal Likert-type scale), 13 SMEs have a medium 

average performance (between 2.31 and 3.66), while only three SMEs have a low average 

performance (between 1.00 and 2.30). Considering average performance rates for each 

indicator, customer satisfaction has the highest average rate (3.44), followed by management 

satisfaction (3.22), strategic performance (3.19), and financial performance (3.04).  

In our conceptual model, in addition to a firm’s CAs, capabilities, and network ties already 

listed as influencers of the MEM choice, these factors and the selected MEM are also 

considered as key independent variables influencing firm performance. Based on SME 

responses on key CAs (unique product or service, exclusive distribution rights, low labour 

cost in the home country, etc.) and firm performance, the results linking these advantages to 

firm performance are inconclusive. The same is valid for home country location advantages, 

host country location advantages and risks in host countries, where results linking these 

advantages to firm performance are also inconclusive.  

In relation to the MEMs used by SEMs as determinants of firm performance, many 

respondents’ firms (13) entered the foreign market through FDI (Greenfield). Of these 13 

SMEs, seven had higher performance (ratings between 3.67 and 5.00), four had medium 

performance (ratings between 2.31 and 3.66), and only two had lower performance (ratings 

between 1.00 and 2.30). However, as only three out of 27 SMEs had lower performance and 

other MEMs were used only by two to six firms each, results linking market entry modes to 

firm performance remain inconclusive.  

In our conceptual model, industry type and ownership structure are considered moderators of 

firm performance. With reference to the firm’s ownership type, due to the small sample, the 

spread of various ownership types present in the sample, and different performance levels 

present for each ownership type, results linking ownership type to firm performance are 

inconclusive. When comparing performance ratings between service and manufacturing 
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SMEs, higher performance rates are present in the case of service companies, where eight 

respondents have higher performance (between 3.67 and 5.00), while medium performance 

rates are predominant in manufacturing companies, where nine respondents have medium 

performance (between 2.31 and 3.66). However, as only three out of 27 SMEs had lower 

performance, results linking market entry modes to firm performance remain inconclusive. A 

more detailed distribution is set out in Appendix 18.  

With reference to cultural and other distance dimensions measures, results also vary 

significantly when comparing low, medium, and high levels of distance to low, medium, and 

high-performance levels. Results also vary when comparing various levels of distance with 

CAs and market entry modes in case of low, medium, and high performing SMEs. As such, 

cultural and other types of distance role as moderators between CAs and market entry modes 

in relation to firm performance are inconclusive. 

8.3 Research Assessment 

In order to further understand the reasons for the low response rate to our survey, we 

interviewed six academics, researchers, and research agencies based in Dubai with reference 

to the difficulties face in terms of response rates in the UAE and Middle Eastern markets in 

general. Based on their responses, there have been some similarities and differences between 

our research and other researchers’ practices regarding research studies carried out in the 

UAE, as well as in other markets. With reference to primary data collection methods, 

researchers in the UAE use predominantly interviews (face-to-face, online, by phone, CAPI 

and CATI), surveys (face-to-face, telephone, and online), and focus groups. In our research, 

we used two of these methods: face-to-face and online interviews, as well as online surveys. 

The main channels used by researchers in the UAE to find respondents include referrals, 

random number dialling, street/mall interceptions, and known network and personal 

connections. Between these, in our research we used known network, personal connections, 

and referrals, but also online research for suitable companies matching required criteria 

through events and other online portals. In the research we faced the same obstacles normally 

faced by other researchers, such as identifying suitable participants, getting their participation, 

recruiting respondents from higher social classes, or higher management levels, and getting 

respondents to cooperate through long interviews and questionnaires.  

We overcame these obstacles primarily through frequent and many follow up email and phone 

contact, based on a large base of potential companies, as well as through personal connections 

and referrals. Compared to the UAE, researchers’ experiences in gathering data in other GCC 

markets is very similar, as it is in other emerging economies, although mobile and online data 

collection is slightly easier in UAE. However, in developed countries, researchers receive 

higher response rates than in the UAE or other emerging economies. Furthermore, developed 

markets have a higher online and mobile presence, so interviews and surveys are easier to 
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carry out in these markets. Furthermore, audiences in emerging economies are not as research 

literate as in developed markets, so questionnaires need to be more elaborate and scales need 

to be very simple.  

For research in the UAE, researchers mostly face low response rates for online 

questionnaires, primarily because people do not like reading or answering questions, are not 

interested in participating, do not have time, are unwilling to help the cause, or because the 

questionnaires are too long and badly designed. Also, a lack of incentives and the lack of 

interesting topics result in lower response rates. With reference to higher social classes or 

higher management levels, it is very challenging to receive responses for interviews longer 

than 20 minutes. We also faced low response rates in the first phase of the research conducted 

through the use of an online questionnaire (as explained in detail in sub-chapters 8.2 and 

8.2.1), but we were able to achieve higher response rates with interviews, even though they 

lasted around 60 minutes each. One of the reasons for achieving higher response rates for 

interviews was probably the topic—the specific focus on SMEs, as this sector is severely 

challenged in the current business environment, as well as the focus on the Emirati market 

and GCC region, because many managers of SMEs are interested in understanding how 

business works here and what businesses need to do to be successful, which helps them to 

further improve their business operations and performance. 

Even though we were not able to test research hypotheses based on the analysis results of the 

primary data sourced through the structured questionnaire in phase one, due to the sample not 

being statistically relevant, these results served as a strong basis to properly structure and 

prepare interview questions to be used in phase two. Based on these properly prepared 

interview questions, themes, and structure, participants were able to understand all the 

questions and we received reliable and complete information about the research topics. With 

all the primary data sourced through 20 in-depth interviews, supported by document analysis 

results, we were able to answer all defined research questions.  

In phase two, we used qualitative analysis methods, which included coding (e.g. Birks and 

Mills 2015; Charmaz 2006; Goulding 2002; Taylor, Bogdan and DeVault 2016; Tracy 2013), 

document analysis (e.g. Bowen 2009; Tracy 2013), content analysis (e.g. Bowen 2009; 

Holliday 2007), thematic analysis (e.g. Bowen 2009), and comparative analysis (e.g. Birks 

and Mills 2015; Cassell and Symon 2004). 

8.4 Qualitative Research 

Phase two of the empirical research is aimed at achieving a deeper understanding of specific 

phenomena related to resources, capabilities and CAs, as well as various distance dimensions 

in relation to foreign market entry strategies and firm performance. We studied these 

phenomena on the same population as in the first phase of the research: SME’s with 
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headquarters in the UAE that have entered other foreign markets, and SME’s with 

headquarters in another country that have entered the Emirati and other foreign markets. 

In this phase of the research we use qualitative methodology in order to carry out an in-depth 

analysis as to how the antecedents, determinants, and moderators of foreign market entry 

strategies and firm performance in foreign markets impact SME decision-makers in their 

choices and actions in their firm internationalisation. Within the IB discipline, qualitative 

research used to not be central, particularly because, as explained by Doz (2011), it requires a 

specific set of skills from the researcher, such as: 1) A multidisciplinary and insightful 

understanding and first-hand experience in IB, organisation theory, and strategic management, 

2) training and experience in field research practices, as well as 3) rigorous and deep 

methodological grounding. Through qualitative methodology, the researcher needs to 

understand the meaning that people attach to things and how they experience reality, in order 

to develop insights and concepts from patters present in the data (Taylor, Bogdan and 

DeVault 2016). In this context, qualitative data analysis is inductive (Cassell and Symon 

2004; Taylor, Bogdan and DeVault 2016), the research design is flexible and through data 

analysis the researcher tries to achieve a deeper understanding of the studied phenomenon 

(Taylor, Bogdan and DeVault 2016). On this basis, our research is also explanatory in nature, 

as it “is concerned with why phenomena occur and the forces and influences that drive their 

occurrence” (Ritchie and Lewis 2003, 28).  

Within qualitative methodology, the use of case studies enables a detailed investigation of the 

studied phenomena within their context, based upon which the researcher is able to 

understand how the behaviours of the actors in the research setting are influenced or influence 

the context (Cassell and Symon 2004). Case studies are particularly well-suited to 

organisational research that requires a detailed understanding of the studied context and 

processes, and generally includes multiple methods, such as interviews, document analysis, 

observations and other (Cassell and Symon 2004). Within our qualitative research, we employ 

a multiple case study with the use of semi-structured interviews and secondary data analysis. 

We chose a multiple case study as it is the most prevalent method used in IB research 

(Sinkovics, Elfriede and Ghauri 2008) and enables us to compare the decision-making process 

of SME decision-makers in different contexts related to IB.  

For the purposes of the study and defined research questions, the most suitable method for 

gathering the required information from SME managers was an interview, as this method 

enables us to study, analyse, and understand in depth the behaviour of decision-makers in 

relation to their IB strategies and decisions, but also because we have well defined the 

research interests, have time constraints, and because decision-makers were not otherwise 

accessible (Taylor, Bogdan and DeVault 2016). We also chose this data collection method 

due to the difficulty in reaching a large number of SMEs, as demonstrated during phase one of 

our research. In our research, we employ an in-depth interview, which is semi-structured and 
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open-ended (Taylor, Bogdan and DeVault 2016), as it provides two main benefits. First, with 

the use of a base structure and key questions related to predefined topics (Fontana and Frey 

2005), we are able to obtain comparative data between interviewees (as they all provide 

answers to the same set of key questions). This way, we can focus on data relevant to 

understanding main phenomena and answer key research questions. Second, as the interview 

is not completely structured, we have the flexibility to ask further questions, stimulate 

discussion, and explore further, and in more detail, particular topics or responses (Tracy 2013) 

in order to achieve a deeper understanding of those particular themes.  

For the interviews, we prepared a pre-determined set of open-ended questions based on 

defined research questions and theoretical framework, and the proposed conceptual model and 

phase one research analysis results. Before starting with the actual interviews with SME 

managers, we first tested key interview questions and the overall interview process on a 

sample of three managers. This helped us to review if questions were understandable and if 

they covered the right topics in order to receive the required answers, suitable for analysis. 

Following the pilot interviews, we analysed the managers’ feedback and revised the key 

interview questions and process, which was then used in actual interviews with SME 

decision-makers that were included in the final sample. The final set of key interview 

questions is shown in Appendix 19.  

To increase the reliability of the information provided by the managers interviewed, we have 

also decided to use secondary data collection, by sourcing and analysing relevant SME 

internal and external documents (Taylor, Bogdan and DeVault 2016), which included 

primarily company profiles, brochures, and other promotional material, company website 

content, and online news.   

8.4.1 Sampling Frame, Data Collection and Data Analysis Methods 

To achieve a comprehensive sample in the second phase of the empirical research, we 

interviewed and collected documents from 20 SME decision-makers. The sample of this 

multiple-case study is a purposive sample, because we purposefully chose SMEs and their 

decision-makers considering the parameters of the research, and it is also a typical instance 

sample, because it includes companies, which are “typical of the phenomenon under 

examination” (Tracy 2013, 137). At the same time, this is also a theoretical construct sample, 

because the companies included meet the theoretical characteristics (Tracy 2013) related to 

the theoretical framework and research questions of our empirical research.  

In line with the above, we have defined the sampling frame based on the following criteria: 

− Only SMEs with their headquarters employing between 10 and 250 employees; 

− Sample including 40-60 percent of the SMEs from the service industry and 40-60 percent 

of the SMEs from the manufacturing industry; 
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− SMEs with headquarters in the UAE, which entered at least two foreign markets, and 

SMEs with headquarters in another country, which entered the UAE and at least one 

other foreign market; 

− SMEs that entered these foreign markets between 2007 and 2015. 

We prepared the first list of companies matching the above criteria based on online research 

through the following channels: exhibitors’ lists present on various UAE exhibition portals 

(e.g. Gulfood, INDEX Design Series, The Hotel Show Dubai, Dubai International 

Pharmaceuticals and Technologies Conference and Exhibition, Paperworld Middle East, and 

other), review of potential suitable connections on LinkedIn, employed in or owning an SME, 

and review of the SMEs listed on Dubai SME100 web site (http://dubaisme100.ae/), which 

includes top 100 ranking SMEs registered in Dubai, based on their growth performance, 

innovation, human capital development, international orientation, corporate governance, and 

corporate social responsibility. Based on a list of 100 potential SMEs, the final sample of 20 

SMEs included: 

− 12 SMEs with headquarters in the UAE and eight SMEs with headquarters in another 

country; 

− 10 SMEs from the service industry and 10 SMEs from the manufacturing industry; 

− 14 small companies (employing between 10 and 50 persons) and six medium-sized 

companies (employing between 51 and 250 persons). 

The 20 SMEs operate in 11 different industries, including: media (five), IT (four), oil and gas 

(three), construction (one), market research (one), food and beverage (one), hospitality (one), 

events (one), education (one), chemical (one) and pharmaceutical (one) industries.   

Data Collection 

Once suitable SMEs agreed to participate in our research, we conducted all interviews 

between September and December 2017. All conducted interviews have been single 

interviews, as each interview has been conducted with only one member of each company’s 

management team, strongly involved in the market entry strategy preparation and/or 

execution. During each interview, we specifically asked about their involvement in the 

strategic planning and execution of their firm’s international expansion. These decision-

makers had between 16 and 35 years of experience and their positions included:  

− Owner, founder, co-founder (six); 

− Vice president, CEO, general manager, managing director (seven); 

− Director (development, sales, marketing) (three); 

− Sales manager, head of sales, regional manager (four). 

We conducted 12 face-to-face interviews, and eight interviews through video conference with 

the use of Skype, due to the GD between the interviewer and interviewee or due to other 

http://dubaisme100.ae/
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constraints. A detailed schedule of interviews, including date, start time, duration, location, 

and mode, is present in Appendix 20. To assure that we properly capture all information from 

the decision-makers, we recorded each interview and maintained a journal with notes 

outlining the discussed topics and observations (Taylor, Bogdan and DeVault 2016).  

Company internal documents received from SMEs that participated in the interviews included 

mostly company and product brochures and presentations. Some of the companies also shared 

business plans, customer care, and quality control documents. We requested company internal 

documents before and during each interview. Some documents were provided as hard copies 

at the end of the interview, while most documents were provided in digital version by email 

within one week after the interview. These documents provided relevant data mostly about 

companies’ international marketing capabilities, international innovativeness, 

international/export entrepreneurship, and FSAs. In addition to internal documents, we were 

also able to source and analyse a set of external documents for most of the companies that 

participated in the study. These include articles published online, content present on the 

SMEs’ website and social media, and award information. All external documents were 

sourced through online research on the company on their website, on social media, on various 

online news portals, industry portals, events web sites and other sources, both before and after 

the interviews took place. 

Data Analysis Methods 

Within the second phase of our research, we employed content analysis to analyse the data 

gathered through interviews and documents. Within content analysis, we have employed 

coding for interviews transcripts analysis and comparative analysis to compare the results of 

the documents’ content analysis with the results of the interviews’ content analysis.  

The coding process involved “bringing together and analysing all the data bearing on major 

themes, ideas, concepts, interpretations, and propositions” (Taylor, Bogdan and DeVault 

2016, 181). The first step in the coding process included the use of open coding (Charmaz 

2006; Glaser and Strauss 1967; Goulding 2002; Strauss and Corbin 1998; Taylor, Bogdan and 

DeVault 2016; Tracy 2013), which we employed to generate the data analysis plan of the 

major concepts and propositions to be developed. These revolved around the following 

concepts: market entry, MEM, types of CA, network ties, capabilities, distance dimensions, 

and firm performance. Subsequently, we employed focused coding (Charmaz 2006; Taylor, 

Bogdan and DeVault 2016) to refine these concepts through themes definition, codes 

development and categorisation, concluding with data sorting and final data comparison and 

analysis. Within focused coding, we used axial coding (Birks and Mills 2015; Charmaz 2006; 

Creswell 1998; Goulding 2002; Strauss and Corbin 1998) to reassemble data, which were 

fractured during open coding, including sorting, synthesising, and organising large amounts of 

data (Creswell 1998), and to specify relationships and delineate the core categories and 
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constructs, around which the concepts revolved (Goulding 2002). In the final coding stage, we 

employed selective coding (Birks and Mills 2015; Strauss and Corbin 1998) for the identified 

core categories of the framework in order to evaluate linkages between various codes, and 

identify antecedents, determinants and consequences of the studied phenomena.  

During the above described coding process, we have defined three types of codes: 1) Attribute 

codes, which include interviewees’ characteristics; 2) Index codes, which include key themes; 

and 3) Analytic codes, which include detailed codes split by categories for each theme. 

Attribute codes covered the decision-makers’ position, age, gender, ethnic group, residence, 

experience, as well as SME industry and ownership, as set out in Appendix 21. Index codes 

then included market entry, MEM, types of CA, firm capabilities, network ties, distance 

dimensions, and firm performance, as set out in Appendix 22. However, analytic codes shown 

in Appendix 23 represent the key source of analysis of the data gathered through interviews 

with decision-makers in order to answer research questions.  

To analyse secondary data—internal documents provided by the companies included in the 

study, and external documents gathered through other sources—we used content analysis. 

Within document analysis (Bowen 2009; Labuschagne 2003; Tracy 2013), each document 

was reviewed through the process of finding, selecting, appraising, and synthesising contained 

data (Labuschagne 2003). Synthesised data was then organised into major themes, categories, 

and case examples with the use of content analysis (Bowen 2009; Holliday 2007; 

Labuschagne 2003; Locke 2001), which involved superficial examination, thorough 

examination and interpretation (Bowen 2009). As document analysis is supplementary to the 

interviews, we used comparative analysis (Birks and Mills 2015; Cassell and Symon 2004) to 

complement and assess the comparable data and analysis results achieved through interviews.   

8.4.2 Data Analysis 

Using content analysis, we examined SME decision-makers’ perceptions, opinions, decisions, 

and actions regarding their market entry strategies and modes of entry, their firm 

performance, and what role resources, capabilities, and CAs, as well as various distance 

dimensions played in this context. In the coding process, we coded attribute codes, index 

codes, and analytic codes.  

Within attribute codes, we generated eight codes, which included: position, age, gender, 

ethnic group, residence, and years of experience of the decision-maker, as well as the SME’s 

industry and company ownership. These codes are presented in detail in Appendix 21. From 

the position attribute, we confirmed that all participants held middle to senior management 

positions, where each of the decision-makers had either a role in planning, deciding, or 

implementing the market entry strategy in the foreign market. All interviewees were between 

36 and 55 years of age, with 16 to 35 years of working experience. Considering their position 
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and experience, all respondents were suitably chosen for participating in the research 

interviews. Most decision-makers were male (15), while only five were women, and were part 

of five key main ethnic groups: European (11), Arab (four), Indian (three), North American 

(one) and South American (one). Most of them (14) were residing in the UAE, three were 

residing in the United Kingdom, one in Finland, one in Jordan, and one in the USA. These 

three attributes were useful for assuring a differentiated sample, which relatively reflects these 

attributes distribution in managerial roles of SMEs operating in the UAE. The industry 

attribute was also distributed reflecting basic industry distribution in the UAE, where most 

SMEs operate in IT, media, energy, oil and gas, food and beverage, and hospitality industries. 

Other industries present in the research included market research, education, chemicals, 

pharmaceuticals and events. With reference to the company ownership attribute, six SMEs 

were LLC companies operating in the UAE mainland, six were Free Zone companies from the 

UAE, and eight were LLC or LTD companies based outside the UAE. This distribution also 

offered a comparison between UAE based SMEs entering foreign markets and SMEs based in 

other markets that entered the UAE. 

We also generated seven index codes, which were based on the studied theory, the conceptual 

model set out in chapter 7, and interview responses. These codes are presented in detail in 

Appendix 22 and include: market entry, MEM, types of CA, firm capabilities, network ties, 

distance dimensions, and firm performance.  

During the content analysis of interview transcripts, the analytic codes generated during the 

coding process were grouped into subcategories that are aligned with the index codes. In 

Table 11 below, it shows the number of codes by category and subcategory, while in 

Appendix 23 all analytic codes generated are set out 

Table 11: Analytic Codes 

 

Category Subcategory 
Number 

of codes 

Foreign 

market entry 

Market entry motives 6 

Motives influence on foreign market entry 3 

Motives influence on resources employed for entry 5 

Other foreign markets entry motives 2 

Motives influence on entry in other foreign markets 2 

Foreign 

MEM 

First MEM 5 

Motive for MEM choice 11 

Mode change 2 

Mode change motives 2 

 

Continues 
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Category Subcategory 
Number 

of codes 

 
Mode change results 2 

Typical MEM 4 

Types of CA 

Internalisation advantages 3 

FSAs before market entry 12 

FSAs developed in the foreign market 9 

Firm 

capabilities 

International marketing skills 6 

International innovativeness 3 

International/export entrepreneurship 13 

Network ties 
Business network ties 4 

Institutional network ties 2 

Types of CA, 

firm 

capabilities 

and network 

ties impact 

on MEM 

choice 

Types of CA that impact MEM choice in focus market 10 

Network ties that impact MEM choice in focus market 1 

No impact 1 

Types of CA and network ties impact on MEM choice in 

focus market 
3 

Types of CA that impact MEM choice in other foreign 

markets 
4 

Network ties that impact MEM choice in other foreign 

markets 
1 

No impact in other foreign markets 1 

Types of CA and network ties that impact on MEM choice 

in other foreign markets 
1 

Types of CA and network ties impact on MEM choice in 

other foreign markets 
4 

Distance 

Similarities between home and host country 5 

CD between home and host country 5 

Business distance between home and host country 7 

ID between home and host country 3 

ED between home and host country 12 

GD between home and host country 4 

The role of 

distance in 

MEM choice 

Distance dimensions related to MEM choice in focus market 7 

The role of distance dimensions in MEM choice in focus 

market 
5 

Distance dimensions related to MEM choice in other foreign 

markets 
4 

 

Continues 
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Category Subcategory 
Number 

of codes 

 

The role of GD in MEM choice in focus market 4 

GD related to MEM choice in other foreign markets 2 

The role of distance dimensions in MEM choice in other 

foreign markets 
2 

The role of GD in MEM choice in other foreign markets 4 

Firm 

performance 

background 

Understanding firm performance 5 

Performance measures used in the company 6 

Performance goals 3 

Performance goal setting 10 

Resource commitment toward goals achievement 4 

Actions taken in case of low performance 3 

Firm 

performance, 

determinants 

and 

moderators 

Overall firm performance 3 

Firm performance in foreign market 3 

Key performance contributors as per manager’s opinion 13 

Key performance contributors’ impact on performance as 

per manager’s opinion 
9 

Potential new performance contributors as per manager’s 

opinion 
8 

MEM impact on performance as per manager’s opinion 7 

Types of CA, firm capabilities and network ties’ impact on 

firm performance as per manager’s opinion 
6 

The role of distance dimensions in firm performance as per 

manager’s opinion 
7 

The role of distance dimensions in firm performance in other 

markets as per manager’s opinion 
6 

Industry type 
Service 6 

Manufacturing 7 

Ownership 

LLC company in UAE 4 

Free Zone company in UAE 3 

LLC / LTD company outside UAE 3 

Each of the codes generated during the coding process of the interview transcripts’ content 

analysis has been defined based on the response received by interviewees in relation to the 

studied phenomena. Appendix 23 also includes the definitions of each code, which explain the 

type of content pertaining to respective codes, as well as their frequency. During the coding 

process, we also defined subcategories based on the main categories in relation to the defined 

codes. We also refined the categories and subcategories in line with the studied literature.  



 

108 

 

Following the categorisation and analysis of the generated codes, we have organised emerging 

themes into five sections: 1) Antecedents and determinants of SME decision to enter foreign 

markets; 2) Antecedents and determinants of MEM choice; 3) Distance dimensions as 

moderators of MEM choice; 4) Antecedents and determinants of firm performance in foreign 

markets; and 5) Distance dimensions as moderators of firm performance in foreign markets. 

Antecedents and Determinants of SME Decision to Enter Foreign Markets 

With reference to SME decision-makers’ opinions regarding the main motives to enter foreign 

markets, a key theme emerged during the coding analysis highlights that opportunities and 

advantages in the host market represented the key market entry motives, which are in many 

cases driven by the wish to develop the business. Furthermore, small and medium-sized 

companies that seek growth or geographical expansion, identifying opportunities and 

advantages in the host market, tend to choose aggressive market entry modes (seven SMEs). 

This also results in significant or required resource commitment based on the growth and 

expansion drive of the SME decision-maker.  

Secondly, small companies that have limited resources tend to enter foreign markets through 

export (seven SMEs) with minimum or limited resource investment, partially due to the lack 

of available resources, but mainly in order to minimise risk. In most cases, this market entry 

decision is driven by export orders received from customers in the host market in cases where 

products or services are easily provided through export.  

Lastly, some SMEs opt for an incremental entry through market assessment (six SMEs). In 

this case, they enter the market through export, followed by a company and office setup in the 

host market. SME decision-makers choose incremental entry primarily to minimise risk and 

costs related to the foreign market entry and to properly evaluate the market before investing 

more resources.  

Antecedents and Determinants of MEM Choice 

With reference to the choice of MEM, small companies tend to choose export (11 small 

companies out of 14) as either direct export (six small companies), export with a local 

partner’s support (three small companies) or with a locally-based manager (two small 

companies). The main antecedents and determinants of this choice include cost and risk 

minimisation (seven SMEs), but also market evaluation (three SMEs), type of product or 

service easy to manage through export (four SMEs), and first export order received from a 

customer (three SMEs), among others. On the other hand, medium-sized companies tend to 

choose FDI (four out of six medium-sized companies) with a local company setup, either 
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fully owned (three companies) or as a partnership (one company). The main antecedent for 

the decision to choose a fully owned company setup is to avoid control and quality risks 

related to a partnership. A more detailed overview of the key motives and their resulting 

MEM is presented in Appendix 24. 

In cases where the SME decision-makers decided to change mode after market entry (nine 

SMEs), the main change was incremental entry (first entry through export, followed by local 

company setup). In cases of mode change, the key antecedents of the change were in most 

cases represented by the export mode based on limited resources and cost or risk 

minimisation, while the key determinants of the change included the goal to optimise foreign 

operational efficiency by increasing sales and lowering costs. In most cases (eight out of 

nine), the mode change achieved the desired results.  

With reference to SME’s types of CA, decision-makers also perceive that specific FSAs 

represent important determinants of their MEM choice as they represent important CAs that 

increase the decision-makers’ confidence and reduce the perceived risk when entering the 

host market. These FSEs include, for example, operating in a niche market (three SMEs), 

having exclusive distribution rights (one SME) or a unique product or service (three SMEs), 

as well as having a quality product or service (six SMEs), fast or on-time delivery (two 

SMEs) and a lower price (one SME),  

Based on decision-makers’ perception, these FSAs impacted their choice of MEM in different 

ways, which we can be grouped into three main categories: 

− Increased confidence for entering the foreign market (for 12 SMEs), in most cases 

through export and in a few cases through a local company setup;  

− Incremental entry strategy (for three SMEs), starting with export and then changing to 

fully owned company setup (WOS) in the host market;  

− Required local presence (for three SMEs), including fully owned company setup in host 

market. 

The first category—increased confidence in entering a foreign market, resulted mostly from 

operating in a niche market, having specific in-house capabilities, and having a unique 

product or exclusive distribution rights. Second, incremental entry strategy, resulted from 

high quality or unique products or services. The last category of the MEM choice impact from 

existing FSAs—required local presence, resulted from high quality products or services, 

specific in-house capabilities, fast delivery, lower price, and operating in a niche market. 

Another important category of CA is represented by location advantages. In this context, the 

most relevant location advantages mentioned for the Emirati market included a 

multinational/multicultural population, a perceived image of quality for companies operating 

in the UAE, a hub for the Middle East, Africa, and Asia, strategic port location and logistics 

organisation, ease of doing business, the most developed market in the region, opportunities 
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in the market, no tax, and low labour costs. However, only four of the 20 SME decision-

makers participating in the study perceived location advantages as determinants of their 

choice of MEM.  

As part of ownership advantages, various aspects, as presented in more details in Appendix 

25, were included, of which the most significant factor in the choice of MEM was represented 

by firm size (small or medium). As our research results indicate, most small companies (11 

out of 14), but only a third of medium-sized companies (two out of six), entered through 

export, while only three small companies and two thirds of medium-sized companies (four out 

of six) used a local company setup (FDI) to enter the foreign market. These results indicate 

that an impact present by the volume of resources available to SMEs on their investment 

levels to enter foreign markets.  

Based on SME decision-makers response perceptions, our research results indicate that in 

some cases internalisation advantages play a relevant role in the choice of MEM (four cases 

out of 20 in our research), where decision-makers chose a non-partnership mode of entry to 

avoid control and quality-related risks. 

Within the conceptual model presented in chapter 7, we also include firm capabilities as 

antecedents and determinants of MEM choice, including: 1) International marketing 

capabilities; 2) Innovation; and 3) International or export entrepreneurship. Our research 

results on the actual impact of these variables on MEM choice are inconclusive, as we have 

not identified any particular impact for each of these capabilities on the choice of MEM, nor 

has this impact been perceived by interviewed decision-makers. 

With reference to network ties, most SMEs (17 out of 20) had some kind of business network 

ties (either with customers in the host market, partners in the host market, or with existing 

customers in other markets, which are also present in the host market), while only three SMEs 

had institutional network ties in the host market (including senior representatives with the 

local police, ministries, or other governmental entities). For seven of these SMEs, their strong 

customer base and connections established before entering the host market represented an 

important CA, as perceived by decision-makers. However, only four decision-makers 

perceived that their network ties had a significant impact on their choice of MEM, which 

primarily increased their confidence in entering the foreign market. Our research results also 

indicate that existing business network ties present in the host market can lead to partnership 

entry modes, such as export with support from a local partner (three out of 17 SMEs with 

existing network ties) or FDI partnership modes (two out of 17 SMEs with existing network 

ties). Based on our research results, existing connections with customers in the home or other 

host market, which are also present in the target host market, usually lead to direct export 

(seven out of 14 SMEs) or FDI entry modes (four out of 14 SMEs), but without local partner 

involvement. Presumably, these SMEs do not require partners in the host market as they 

already have customers there. 
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Distance Dimensions as Moderators of MEM Choice 

SME decision-makers had different opinions and perceptions regarding various distance 

dimensions between their home and host markets, as well as their role in the choice of MEM. 

However, in seven cases, decision-makers perceived that their SME requires a local presence 

in order to properly operate in the host market. This perception was mostly related to the 

perceived host market advantages and challenges, the local business culture, and the 

unfamiliarity with the local culture. In four other cases, the local business culture, host market 

advantages and challenges, as well as the similarities between the home and host market were 

perceived as increasing the confidence in entering the foreign market or to proceed with an 

incremental entry. 

Decision-makers' perception of GD and its role in MEM choice vary significantly and, in 

most cases (14 SMEs), GD does not impact or moderate their choice of MEM. In cases where 

there is an impact (six SMEs), the perception of what is far and what is near varies 

significantly, resulting in varied MEM choices. In two cases, geographical proximity results 

in the perception of a required local presence. However, in three other cases, the GD (distant 

markets) resulted in the perception of a required local presence in the host market. In another 

case, the GD resulted in perceiving export as the most suitable choice of MEM.  

Antecedents and Determinants of Firm Performance in Foreign Markets 

Regardless of overall firm performance or performance in the host market, all SME decision-

makers perceived that people are one of the key contributors to their firm's performance. In 

most cases, they referred to the manager (nine SMEs) or business partner (six SMEs) based in 

the host market, but also to their employees in general (three SMEs), and their industry and 

market knowledge and experience (four SMEs), as well as their business connections with 

key clients (four SMEs) and the importance of maintaining relationships with their clients (six 

SMEs). Furthermore, in their opinion, maintaining strong relationships on a regular basis 

results in most cases in repeat business and increased sales and profits (for six SMEs).  

Another important determinant of sales performance perceived by decision-makers is 

represented by the quality of products or services (six SMEs), which in their opinion results in 

increased customer satisfaction (five SMEs), as well as increased sales (four SMEs) and 

repeat business (three SMEs).  

With reference to the MEM as a determinant of firm performance, 16 out of 20 SME 

decision-makers are of the opinion that the MEM used has a positive impact on firm 

performance by helping to increase sales and profits (10 SMEs), creating sales leads (one 

SME), or increasing performance in general (five SMEs). In six cases, the chosen MEM 

positively impacts firm performance by keeping costs low, thus increasing profits. This was in 
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most cases (five SMEs) valid for SMEs that entered through export, while in one case the 

SME had a local office, but in a reasonably priced free zone in the UAE.  

With reference to the impact competitive advantages on firm performance in the host market, 

decision-makers provided different types of impact, regardless of the type of CA, which can 

be grouped into six categories: 1) Creating sales leads (six SMEs); 2) Having repeat business 

(nine SMEs); 3) Increase in sales and profits (eight SMEs); 4) Increased performance in 

general (10 SMEs); 5) Increased customer satisfaction (six SMEs); and 6) Building 

customer’s trust (4 SMEs). When considering firm capabilities, in most cases, companies 

performing very well in the host market have strong international marketing capabilities, 

international innovativeness, and international/export entrepreneurship levels.  

Relationships with key customers are very important for firm performance in the host market, 

particularly in Arab countries, and our research results regarding business network ties show a 

significant impact on firm performance in the host market. In fact, six out of 20 SME 

decision-makers stated their business partner or partners in the host market as one of their key 

performance contributors, while four decision-makers highlighted that their connections with 

key clients are also one of their key contributors of their SME performance. These business 

network ties impact firm performance in different ways: by creating sales leads (four SMEs); 

leading to repeat business (two SMEs); increasing sales/profits (three SMEs); supporting 

performance or sales (two SMEs); and in one case reducing firm performance. 

Distance Dimensions as Moderators of Firm Performance in Foreign Markets 

Considering perceived distance between home and host markets, for most SME decision-

makers (14 out of 20), cultural, institutional, economic, business-related, and geographical 

differences/distance and similarities moderate their performance in the host market in various 

ways. These can be grouped into six main categories: 1) Increased performance and growth 

(six SMEs); 2) Increase in sales and profits (five SMEs); 3) Repeat business (one SME); 4) 

Increased customer satisfaction (one SME); 5) Lower costs of operations (one SME); but also 

6) Decreasing their performance (seven SMEs).  

With reference to distance dimensions resulting in lower performance, decision-makers 

generally indicated that differences business practices or culture, as well as geographic 

distance, resulted in a slowing down of the sales process, thus reducing firm performance due 

to additional time and resources required. In nine cases, decision-makers are of the opinion 

that various distance dimensions have an indirect impact on the increase in sales, profits, 

growth, or performance in general, while in seven cases, they perceive some distance 

dimensions indirectly influencing a lower level of firm performance. However, in most cases, 

SME decision-makers talk about specific cultural characteristics present in the market and 

not about cultural or other distance dimensions between two markets. In this regard we need 
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to point out that these and most other decision-makers’ statements related to various distance 

dimensions’ impact on firm performance, do not actually represent distance dimensions 

between home and host countries, but host country characteristics, opportunities, and 

challenges. These include, for example, a multicultural environment/diversity, a rapidly 

growing economy, absence of taxes, a ban on alcohol, high investments in a particular 

developing industry, low operation costs, local cultural characteristics, and the way of doing 

business, among others.  

For six SME decision-makers, the perceived distance has no impact on their performance in 

the host market, in some cases because they overcome distance by employing local people 

(four SMEs) of have exclusive distribution rights (one SME), so customers need to come to 

them for these specific products, or from their point of view, cultural or geographic distance 

has no impact (one SME). 

In Appendix 26 we provide further detail on decision-makers' understanding of firm 

performance, their measures and indicators of firm performance, their resource commitment 

levels, and actions in case of low performance. 

Document Analysis 

Using content analysis, we examined the documents received from SME decision-makers and 

those sourced online in order to examine, evaluate, and interpret respective SMEs’ types of 

CA, resources and capabilities in relation to their market entry strategies and performance. 

We then compared the results of these document content analyses with the results of the 

interviews content analyses 

Based on document analysis, most SMEs (16 out of 20 SMEs) have strong segmentation 

strategies, half of them (10 out of 20 SMEs) have strong international marketing skills, either 

with reference to their marketing material, websites, promotions and/or marketing campaigns, 

and many of them (13 out of 20 SMEs) also have innovative products and services, or 

implement the latest trends into their products and services. Two SMEs have also received 

business and innovation awards over the last five years and many of them (14 out of 20 

SMEs) have product, service, or process related FSAs. Furthermore, some of them (six out of 

20 SMEs) also serve niche markets.  

When analysing available documents in relation to SME market entry strategies, we received 

only one document (a business plan) from one SME showing market research and planning 

processes. We were therefore not able to proceed with further analysis in this context. 

When analysing available documents in relation to SME performance in the target foreign 

market, we have also compared related results from the interviews analysis, particularly with 

reference to the following key antecedents and determinants that were available in the 
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documents: The level of international marketing skills, market segmentation strategies, 

presence of innovations, and other specific types of CA. When comparing these antecedent 

and determinant results between documents analysis and interviews, we found strong 

consistencies between the two sources of data. However, our document analysis results 

highlighted a few points in relation to other explanatory factors of firm performance in 

foreign markets. In this context, our research results indicate that in many cases (13 out of 20 

SMEs) strong segmentation strategies, innovative solutions, strong CAs, and serving niche 

markets resulted in better levels of firm performance in the foreign market. On the other hand, 

with reference to international marketing skills and marketing activities in general, results 

vary, where in the case of poor marketing activities, SMEs compensate this through FSAs, 

niche markets, innovative solutions, networking, and good customer relationship 

management.  

Our research analysis results also indicate that in cases where marketing, segmentation, and 

innovations are limited or not present at all, these are also combined with poor management 

skills from senior management. However, in two out of three cases, the lack of these 

capabilities is compensated by networking activities and good customer relationship 

management, which results in repeat business and consecutive acceptable levels of firm 

performance. On the other hand, in three cases, even though SMEs had strong marketing and 

segmentation, as well as innovative solutions, their performance levels were reduced (or very 

poor) due to a bad situation in the market (e.g. oil crisis), too many competitors present in the 

market, and/or poor sales teams and strategies.   

8.4.3 Data Interpretation 

In this section we highlight the main results of the qualitative analysis and emerging themes 

presented in the previous sub-chapter. These are split into five sections: 1) Antecedents and 

determinants of an SME's decision to enter foreign markets; 2) Antecedents and determinants 

of MEM choice; 3) Distance dimensions as moderators of MEM choice; 4) Antecedents and 

determinants of firm performance in foreign markets; and 5) Distance dimensions as 

moderators of firm performance in foreign markets. 

Antecedents and Determinants of SME Decision to Enter Foreign Markets 

An important step in the early stages of a firm’s internationalisation process is the decision to 

enter a foreign market, which can be driven by various motives. Our research results indicate 

that opportunities and advantages in the host market are amongst the most common and 

significant market entry motives for SME decision-makers. The types of opportunities and 

advantages vary by decision-maker’s perception, company, and market, and include market 

size, market characteristics, the ease of doing business in the host market, and the 
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requirements received from customers in the host market, among others. In this context, 12 

participants mentioned various market characteristics, such as government restrictions, low 

number of competitors, high demand for specific products or services, and strategic location 

and other characteristics, as some of the key motives for market entry choice related to the 

advantages and opportunities in the host market. Es an example, Participant A from an SME 

operating in the IT industry, explained: “In that period, the Saudi Government planned great 

expansion in their education sector, government services and infrastructure, and the demand 

for our services there was huge”. This statement indicates a specific market characteristic 

present in the country planning particular developments, of which this SME took advantage of 

from the outset, being one of the first foreign-based IT companies providing these services in 

Saudi Arabia, with very limited local competition. Another example of market characteristics 

motivating the choice of foreign market entry was provided by Participant K from an SME 

operating in pharmaceuticals, stating: “We identified the potential to export our products to 

the UAE, because the incident rate for the disease our products cure is higher here in the UAE 

than in Europe”. This case also indicates a particular market characteristic representing a 

significant opportunity for the internationalising SME. However, the main drive behind the 

opportunities and advantages-related motives stated by participants includes the wish to grow 

the business (in most cases) or to simply increase sales, whether previously planned or 

reactive due to presented opportunities. Business growth motives provided by 10 participants 

included primarily sales increase, geographical expansion, and business growth in general. 

With reference to sales increase, Participant B, operating in the IT industry, stated: “In order 

for us to increase sales, we had to look at foreign markets”. Similarly, Participant H, working 

in the education industry, indicated: "With reference to our DVD sales in the beginning, we 

were mostly looking to increase our overall sales and the UAE seemed a good place to start”. 

Similar sales increase motives were also provided by eight other participants. 

Considering advantages and opportunities in the host market as one of the key motives 

perceived by interviewed SME decision-makers, we can also find similar conclusions in the 

relevant literature, based on previous studies. For example, Morschett, Schramm-Klein and 

Swoboda (2010) as well as Nisar et al. (2012) argue that a host market’s characteristics and its 

attractiveness represent a major factor in the firm’s market entry strategy choice. Furthermore, 

similar to our research results based on decision-maker perceptions, authors consider market 

potential (Demirbag, Tatoglu and Glaister 2008), market growth potential (Agarwal and 

Ramaswami 1992; Brouthers 2002: Nisar et al. 2012), and competitive situation (Morschett, 

Schramm-Klein and Swoboda 2010), among others, as host country characteristics that reflect 

the level of attractiveness of a host market.  

We would like to point out that there is a distinction between SMEs that planned 

internationalisation or reacted to a new opportunity. SMEs that planned internationalisation in 

advance were in most cases aware of some of the main opportunities and advantages present 

in the target foreign market, particularly in cases where the foreign market was a 
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neighbouring country. In cases where the UAE was a target host market, all SME decision-

makers perceived it as the key market for expansion into the GCC or Middle East region, even 

in cases where they were not very familiar with the market. Regardless of which market, 

however, SME decision-makers planned their market entry into the target host market, 

various levels of market research and analysis were used prior to their entry. On the other 

hand, in three cases where the foreign market entry was reactive, based on the first enquiry 

received from a customer present in the host market, the decision of market entry was almost 

immediate, driven by the sales opportunity-related motive. However, after immediate entry 

(in all three cases through export), these SME decision-makers also decided to assess their 

new host market to plan further penetration into the market, where in one case the SME then 

proceeded with incremental entry by opening a local office.   

With reference to cases of direct customers enquiries, based on their research, Coviello and 

Munro (1995) came to similar conclusions, wherein they argue that firms’ foreign market 

entry initiatives emerge from opportunities that are created through their formal (business-

related) and informal (e.g. family and friends) network relationships, and not solely from the 

firm’s manager’s strategic decisions. Similarly, Ruzzier, Hisrich and Antončič (2006) argue 

that the network is considered the starting point for a firm’s internationalisation analysis.  

Our research results indicate that business growth or simply increasing sales are the main 

drivers behind the SME decision-makers decision to enter foreign markets, which, combined 

with the opportunities and advantages present in a particular foreign market, represent the key 

determinants and antecedents of the choice of that market entry. Furthermore, in most cases, 

the decision to enter a foreign market is also supported by a market research analysis, 

evaluation, or assessment of the market, while in some cases, when the entry is reactive 

(unplanned), the SME decision-makers still choose to research or assess the market after entry 

in order to seek opportunities for further market penetration.  

Other theoretical implications of our research are related to network theory, as our results 

confirm that network can be the starting point of a firm’s internationalisation process 

(Ruzzier, Hisrich and Antončič 2006) and represents one of the factors for an SME's success 

in entering foreign markets (Yoshino and Rangan 1995), overcoming foreign institutional 

environment’s barriers (Hilmersson 2009), and overcoming the LoF (Yiu, Lau and Bruton 

2007). In this context, five decision-makers perceived their network ties as relevant motives in 

their choice to enter a foreign market. Participant N from the IT industry, for example, said: 

"We had an opportunity through a local connection based in Bahrain.” Similarly, Participant 

R from the oil and gas industry, mentioned: “We had a good contact base in a lot of the 

companies that we were already dealing with,” where these companies were based in their 

home or other host market, but were also operating in the target foreign market. 

Our research results also support Cheety and Campbell-Hunt’s (2003) arguments that in 

SMEs, knowledge, attitudes, motivation, and other characteristics of the decision-maker play 
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a key role in the firm’s internationalisation decision and strategy, as well as Laufs and 

Schwens’ (2014) arguments that some of these particular characteristics have an impact on 

their level of control, risk, and resource commitment, which impacts their MEM choice. With 

reference to an SME's competitive advantage, our results also support Knight and Kim’s 

(2009) arguments that due to their resource constraints, SME competences play a significant 

role in their internationalisation. 

Antecedents and Determinants of MEM Choice 

Our research results indicate a prevailing trend for small companies to choose export as an 

MEM, In most cases, this is chosen to minimise costs and/or risk, among other factors, such 

as serving as a stepping stone to enable further market evaluation, having products or services 

that are easy to manage through export, a first export order received from a customer, and 

others. In this context, Participant J, operating in the hospitality industry, explained: 

“Considering the type of requirement and the fact that we did not previously plan to enter 

Qatar specifically, we practically entered the market through export as this was our first order 

for the market”. Similarly, Participant N from the IT industry based in UAE, shared: “We had 

a local connection based in Bahrain that had a project to bid for within our scope, so they 

invited us to bid with them for the same and we won the project,” while Participant T from 

the media industry based in the UAE, stated: “We started with the first project required by a 

customer in Vienna”. On the other hand, our research results indicate that medium-sized 

companies tend to prefer FDI, where SME decision-makers prefer fully owned companies 

compared to partnerships, in order to avoid control and quality risks related to partnership 

options. Other motives highlighted by SME decision-makers in MEM choice include the 

perceived benefits of having a local presence in the host market, home market challenges, 

host market restrictions, ease of setting up a local company, lack of much perceived risk in the 

host market, advice received from a partner, and other motives.  

Figure 11 below shows the key antecedents and determinants perceived by SME decision-

makers in relation to their choice of foreign MEM. As shown in the figure, antecedents and 

determinants of export modes include risk/cost minimisation, type of product/service easy to 

manage through export, and first export order received from a customer. With reference to 

minimising costs or risks, Participant L from the IT industry indicated that their decision to 

enter through export: “Was partially risk-driven, so we minimised costs of accessing the 

market”. Similarly, Participant K from the pharmaceuticals industry and Participant O from 

the media industry emphasised: “This was simply because of risk; we did not want to dedicate 

any resources without knowing what the true potential of the market is” and, “We entered 

through export because it was […] the most safe and fastest way to provide our services to the 

customer that required them,” respectively. 
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Figure 11: Motives for Market Entry Mode Choice 

The antecedents and determinants for FDI mode, on the other hand, include the perceived 

benefits of having a local presence in the host market, not perceiving much risk, home market 

challenges, and ease of setting up a company in the host market. In this context, three 

participants emphasise the benefits of having a company, team and/or assets in the host 

market as one of the key motives for their choice to enter the foreign market through FDI. As 

Participant I from the chemical industry shared: “The UAE was the best choice, so we 

decided to open a factory and office in Dubai, and we plan to move our headquarters from 

India to Dubai this year. Also, it is easy to ship to other countries from UAE, especially from 

Dubai Ports”. Participant P from the media industry highlighted other benefits: “There were 

two main reasons: first, we wanted to move with the whole family to Dubai, so we needed to 

have a local company there to operate properly; and second, also because we realised that the 

key to building business in the UAE is to meeting people face to face”. Furthermore, 

Participant S from the media industry pointed out another benefit of operating in the UAE: 

“Also we wanted to have a local company there as we would not pay any taxes for incomes 

generated in Dubai”. With reference to home market challenges, Participant S from the media 

industry shared: “We were actually concerned about the situation in Slovenia at that time as 

the economic crisis already started, so we wanted to have another location operational just in 

case”. Other antecedents and determinants, such as host market restrictions, avoiding 
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control/quality risks of having a partner, and advice received from a partner, lead to either 

export or FDI modes, depending on the company and market circumstances. 

In case of host market restrictions, these may represent the most significant determinant of the 

MEM choice. As explained by Participant M from the food and beverage industry, selling 

alcoholic beverages: “We could not have a company in KSA, as we are not allowed to stock 

alcohol products, so, we had to go through export”. In this case, the SME had no other choice 

to enter the country by export. In a different scenario, Participant Q from the events industry 

discussed another challenge related to host country restrictions in KSA, where they were 

planning to setup a local company: “It is still very difficult to set up an LLC foreign owned in 

Saudi Arabia. There are tax disadvantages, shareholder capital requirements are almost 

insane, and in the end, you still need influential partners. As we already knew a local partner, 

we decided to cooperate with them to set up a Joint Venture based in Saudi Arabia”. In this 

case, the SME decision-maker already decided to enter the market through FDI because of 

other motives, but due to host country restrictions, they had to enter through a Joint Venture 

instead of a WOS.  

These results support other authors' conclusions regarding government restrictions 

representing a significant factor in foreign firms’ market entry (Harzing and Pudelko 2016), 

where these restrictions may reduce the likelihood of market entry by FDI (Morschett, 

Schramm-Klein and Swoboda 2010) or lead to mode combinations (Benito, Petersen and 

Welch 2011), among other factors.  

Based on the above, our research results indicate that small company decision-makers are 

mostly influenced by the need to minimise risk and costs in their foreign MEM choice, thus 

choosing export as the fastest and simplest mode, which involves the lowest risk and costs. 

Furthermore, some of these SMEs use only export as a first step for their incremental 

internationalisation, which is usually followed by FDI, as also argued by Johanson and 

Vahlne 1977 and Chiao, Yang and Yu 2006. On the other hand, decision-makers of medium-

sized companies tend to prefer FDI, mostly fully owned companies, in order to avoid control 

and quality risks related to entering into a partnership FDI. Even though there are various 

other antecedents and determinants of SME decision-maker choice regarding foreign MEM, 

host market restrictions may play the most significant role by either limiting the mode choice 

or even fully determining the only MEM choice possible for entering the market. 

Our empirical results support Nisar et al. (2012) arguments that apart from financial motives, 

strategic motives also impact the choice of MEM, such as the speed of entry, increase in 

market share, and facilitating international expansion. Within various MEM options, export 

results as the most popular mode of SMEs internationalisation, as suggested by Leonidou, 

Katsikeas and Samiee (2002), because it usually requires minimal costs and risks, while 

offering greater strategic and structural flexibility in the host market (Young et al. 1989). 

Furthermore, some of these SMEs use export only as a first step for their incremental 
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internationalisation, which ends usually in FDI, as also argued by Chiao, Yang and Yu 2006 

and Johanson and Vahlne 1977. 

Our research results concerning CAs’ impact on MEM choice (e.g. operating in a niche 

market, exclusive distribution rights, unique product or service etc.) support other authors’ 

arguments that SMEs utilising their CAs and discovering niche markets, can compensate for 

their disadvantages (Buckley and Ghauri 1993; Pleitner, Brunner and Haberssat 1998; Ruzzier 

and Konečnik Ruzzier 2006), such as the Lof, limited financial and human resources, limited 

experience in the foreign market, and others.  

With reference to SME’s types of CA, in most cases, FSAs represent important determinants 

for SME decision-makers in the choice of MEM as they increase confidence and reduce the 

perceived risk of entering the host market. For 13 decision-makers, their FSAs had some 

impact on the choice of MEM, for one decision-maker this impact was relatively important, 

while for three decision-makers, the impact was significant, as the FSA represented one of the 

key motives for entering the market with the chosen MEM. In the three cases where SME 

decision-makers perceived a significant impact of FSAs on their choice of MEM, two FSAs 

were related to unique products and one to fast delivery of products. In this context, 

Participant H from the education industry (export MEM) stated: “The fact that our DVDs 

were made in modern standard Arabic meant a lot; so, we entered through export without 

problems.” Participant K from the pharmaceutical industry (export MEM), shared: "The way 

we produce our products (for rare diseases) definitely influenced our decision to enter the 

UAE through export.” Participant M from the food and beverage industry (export MEM) 

shared: "There is no competitor in KSA, while most of other competitors are based in Europe; 

so, we have much shorter lead times” and thus they can easily provide their products through 

export. 

Based on decision-makers’ perception, these FSAs impact their choice of MEM in three 

different ways:  

− By increasing their confidence for entering the foreign market; 

− Choosing to enter the market through an incremental strategy; 

− Perceiving that a local presence is required in order to properly operate and succeed in the 

foreign market.  

The most relevant location advantages, as types of CA, mentioned by many decision-makers, 

are related to the Emirati market. However, only four of the 20 SME decision-makers 

participating in the study perceived location advantages as determinants of their choice of 

MEM. On the other hand, with reference to ownership advantages, the most significant factor 

in the choice of MEM is represented by firm size, where small companies tend to enter foreign 

markets through export, while medium-sized companies tend to use a local company set up 

(FDI). These results indicate that the volume of resources available to SMEs impact their 

investment levels when entering foreign markets. Thus, our research results support authors’ 
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arguments about a firm’s size impacting MEM choice, where the larger the size, the greater 

the chances are that the firm will choose FDI over other MEMs (Agarwal and Ramaswami 

1992; Buckley and Casson 1976; Caves and Mehra 1986; Cho 1985; Kimura 1989; Yu and 

Ito 1988). Lastly, our research results indicate that only in some cases internalisation 

advantages play a relevant role in the choice of MEM (four cases out of 20 in our research), 

where decision-makers choose a non-partnership mode of entry to avoid the control and 

quality-related risks of having a partner. 

With reference to firm capabilities (international marketing capabilities, innovation, and 

international or export entrepreneurship), our research results do not indicate any particular 

impact on the choice of MEM, nor has this impact been perceived by interviewed decision-

makers.  

With reference to network ties, our research results indicate that partnership modes of entry 

can result from first enquiries received through a local partner, or in others cases when SMEs 

decide to take local partners in the host market because they need a partner’s support for 

proper local operations and sales, as local partners usually know the market and local culture, 

and might have strong ties with customers. As an example, Participant I from the chemical 

industry emphasised: “Having connections in the UAE (customers and government officials) 

represented another very important advantage for us, as most deals in B2B get signed through 

relationships and connections with key people in the UAE”. Another example was shared by 

Participant Q from the events industry: “We had a good local partner that we knew before 

entering Saudi Arabia, who is very influential, and we had an excellent reputation here in 

Dubai”. Similar conclusions are present in other studies, where authors argue that the network 

of a firm represents a significant success factor for companies to enter foreign markets 

(Yoshino and Rangan 1995) to overcome foreign institutional environment barriers 

(Hilmersson 2009), overcome the LoF (Yiu, Lau and Bruton 2007), as well as overcome 

distance barriers (Ojala 2015).  

Furthermore, our research results indicate that in some cases network ties represent 

antecedents and determinants of SME decision-maker MEM choice, primarily by increasing 

their confidence in entering a foreign market, and in case of business network ties, these may 

lead to partnership entry modes (e.g. export with support from a local partner or FDI 

partnership modes).  

Apart from the key motives for MEM choice presented in Figure 11, as summarised above 

with reference to CA types, our research results indicate that FSAs represent important 

determinants for SME decision-maker MEM choice, primarily by increasing their confidence 

and reducing the perceived risk of entering the host market. Similarly, ownership advantages, 

primarily firm size, also represent a significant factor in the choice of MEM, whereby small 

companies tend to enter foreign markets through export, while medium-sized companies tend 

to use a local company set up (FDI). On the other hand, in just a few cases decision-makers 
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perceived that location advantages and internalisation advantages represent antecedents and 

determinants of their choice of MEM. As for firm capabilities (international marketing 

capabilities, innovation, and international or export entrepreneurship), our research results do 

not indicate any perceived impact on the choice of MEM. With regard to network ties, results 

indicate that in some cases they represent antecedents and determinants of SME decision-

makers MEM choice, primarily by increasing their confidence in entering the foreign market, 

and in case of business network ties, these might lead to partnership entry modes. 

Distance Dimensions as Moderators of MEM Choice 

With reference to the role of distance dimensions in SME decision-makers' choice of MEM, 

and in consideration of decision-makers’ perceptions, in some cases, cultural, psychic, 

economic, and institutional distance moderate their choice of MEM, where in seven cases, 

decision-makers perceive that their SME requires a local presence in order to properly operate 

in the host market, while in four other cases, they perceive that these distance dimensions 

result in an increased confidence in entering the foreign market or to proceed with 

incremental entry. When comparing the UAE and Austria, Participant T from the media 

industry perceived significant differences: “The Arab culture in the UAE, that is more 

relaxed, based on connections and socialisations, everything takes time, deadlines don’t mean 

much etc., and the culture in Austria, that is very organised, with attention to detail, 

everything is more formal, they respect time and deadlines a lot, and so on”. On the other 

hand, considering the UAE and KSA markets, which basically have the same culture and 

religion, Participant Q from the events industry highlighted: “Saudi Arabia is much more 

traditional in their […] Muslim religion than the UAE. All this is much more amplified in 

Saudi Arabia than in the UAE”. These two examples suggest a subjective perception on 

cultural distance, where even similar cultures might be perceived as quite different to 

someone that is familiar with both. 

Based on empirical results, host market characteristics, opportunities, advantages and 

challenges either impact or moderate MEM choice, while the moderating factors of various 

distance dimensions are less significant. These results support authors’ arguments about the 

impact of location advantages on foreign market entry strategies, which are based on home 

and host country characteristics and their impact on cross-border activities and choice of 

MEMs (e.g. Agarwal and Ramaswami 1992; Demirbag, Tatoglu and Glaister 2008; 

Ghemawat 2001; Ghemawat 2013; Harzing and Pudelko 2016; Lauf and Schwens 2014; 

Morrison 2009; Morschett, Schramm-Klein and Swoboda 2010; Nisar et al. 2012; Schwens, 

Aiche and Kabst 2011; Sousa and Bradley 2005). In particular, our results support Harzing 

and Pudelko’s (2016) conclusions that when home and host country context characteristics are 

included, the CD effect becomes insignificant. 
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On the other hand, in most cases (14 SMEs), GD does not moderate decision-makers' choice 

of MEM. However, in cases where there is an impact, the perception of what is near or far 

varies significantly, while also affecting MEM choices. For example, with reference to the 

distance between the UAE and KSA, Participant R from the oil and gas industry stated: “KSA 

is neighbouring the UAE, so it’s very near,” while Participant O from the media industry 

perceived that: “KSA is a bit far for us”. As such, our results indicate that GD represents a 

moderator in SME decision-makers’ choice of MEM, but the moderating results vary on a 

case by case basis. 

Antecedents and Determinants of Firm Performance in Foreign Markets 

Based on the perceptions of interviewed SME decision-makers, our research results indicate 

that people (managers, other employees, and business partners), industry, and market 

knowledge and experience, network ties, nurturing relationships with key clients, and a higher 

quality of products and services, are key antecedents and determinants of firm performance in 

foreign markets. With client relationships and product or service quality in particular, these 

lead to repeat business and increasing sales and profits. In this context, Participant O from the 

media industry, shared: “Of course our quality services and products, our prices and on time 

deliveries, and especially our knowledgeable sales team influence our performance in KSA, 

particularly in terms of referrals and repeat business. So, we retain clients and they happily 

refer us to other local companies they deal with”. Similarly, Participant Q from the events 

industry said: “Because of our professional teams and quality execution, we also get a lot of 

referrals and repeat business from customers in Saudi and other markets”. 

Furthermore, the MEM (or the current operating mode), in most cases, also represent a key 

determinant of firm performance in the host market, primarily by increasing sales and profits, 

but also by increasing their overall performance. As a result, choosing the ‘wrong’ MEM 

might result in reduced performance in the host market, either by limiting sales or by 

increasing operating costs.  

Considering SMEs’ types of CA, firm capabilities and network ties, for 15 out of 20 decision-

makers, the presence of CA, firm capabilities, and business network ties represent antecedents 

and determinants of firm performance in the host market, primarily in relation to increases in 

sales, profits, and performance in general.  

Distance Dimensions as Moderators of Firm Performance in Foreign Markets 

Most SME decision-makers (14 out of 20) perceive various distance dimensions as 

moderators of firm performance in foreign markets, resulting in either an increase or decrease 

in performance. However, in most cases, the perceived distance dimensions actually consist of 

specific cultural characteristics present in the host market and not of cultural or other distance 
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dimensions between the home and the host market. A few exceptions can be found where 

decision-makers perceive that differences in business practices or in culture, as well as 

geographic distance, might be the cause for a slow-down in the sales process, thus reducing 

firm performance. Based on these results, we can conclude that various distance dimensions 

moderate firm performance to some extent, but the impact or moderation of host market 

characteristics, including culture, opportunities, advantages and challenges, on firm 

performance is more significant.  

Document Analysis 

Based on the internal and external documents sourced online and received from SMEs 

participating in interviews, analysis results mostly serve in support of the information of key 

variables received during interviews with SME decision-makers, as per the results presented 

in this sub-chapter. These include primarily the level of international marketing capabilities 

and international innovativeness, as well as information on international and export 

entrepreneurship, FSAs, performance levels, and ownership advantages. We have not found 

any contradictions between the information present in these documents and those provided by 

decision-makers.  

Furthermore, document analysis results have also highlighted a few points in relation to other 

explanatory factors of firm performance in foreign markets. The most relevant results indicate 

that the lack of international marketing skills can be compensated through FSAs, niche 

markets, innovative solutions, networking, and good customer relationship management. 

Furthermore, in cases where marketing, segmentation, and innovations are limited or not 

present at all, these are also combined with poor management skills, however, they can also 

be compensated through networking activities and good customer relationship management, 

resulting in repeat business and higher levels of firm performance. Additionally, we have also 

identified that in some cases, even though SMEs had strong marketing and segmentation as 

well as innovative solutions, their performance levels may be reduced (or very bad) due to a 

bad situation in the market (e.g. oil crisis), too many competitors present in the market, and/or 

poor sales teams and strategies. 

8.5 Triangulation 

In order to increase our research validity, we employed triangulation by using multiple 

methods and sources of data within our empirical research (Bowen 2009; Denzin 1989; 

Neergaard and Ulhøi 2007; Taylor, Bogdan and DeVault 2016), which improved research 

validity (Cassell and Symon 2004; Malterud 2001; Neergaard and Ulhøi 2007), credibility 

(Cho and Trent 2006; Patton 2002) and accuracy (Cassell and Symon 2004), and thus led us 

to a more objective and consistent picture of the cases studied (Mathison 1989). 
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Within methods triangulation (Cassell and Symon 2004; Denzin 1989; Neergaard and Ulhøi 

2007; Patton 2002; Taylor, Bogdan and DeVault 2016; Yin 1994), we used two methods of 

data collection: in-depth, semi-structured interviews, and document analysis. For sources 

triangulation (Cassell and Symon 2004; Denzin 1989; Neergaard and Ulhøi 2007; Patton 

2002; Taylor, Bogdan and DeVault 2016), we compared interview transcripts with document 

content. 

To further increase the validity of our research, we also presented in detail the methods used 

for data collection and analysis (sub-chapter 8.2.1 for the first phase of the research, and sub-

chapter 8.4.1 for the second phase of the research) (Malterud 2001). Furthermore, we also 

presented evidence and clearly described how the data has been interpreted (sub-chapter 8.2.2 

for phase 1 and sub-chapter 8.4.2 for phase 2 of the research) with the use of explicit and 

public methods of data analysis (Sinkovics, Elfriede and Ghauri 2008). 
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9 CONCLUSION AND RECOMMENDATIONS 

This chapter (chapter 9) outlines key conclusions based on theoretical frameworks presented 

in this doctoral dissertation, which cover SMEs’ internationalisation (chapter 2), foreign 

market entry strategies (chapter 3), firm performance (chapter 4), resources, capabilities and 

competitive advantages (chapter 5), and the role of distance in international business (chapter 

6), as well as on the conceptual model presented in chapter 7 and empirical research results 

(chapter 8). 

Based on the problem definition, research purpose and objectives, research questions, and in 

consideration of research assumptions and limitations, the next sub-chapter (9.1) includes 

final conclusions based on the research purpose and objectives, with answers to the research 

questions. This is followed by research contributions and theoretical implications (sub-chapter 

9.2), managerial implications (sub-chapter 9.3), limitations (sub-chapter 9.4) and 

recommendations for future research (sub-chapter 9.5).  

9.1 Key Conclusions 

The purpose of this dissertation has been to define and understand the antecedents, 

determinants, and moderators of SME market entry strategies and firm performance in 

relation to the Emirati market (being either the home or host market). In this regard, the 

research is focused on foreign market entry, choice of MEM and firm performance in the host 

market, with particular attention given to types of CA, firm capabilities, and network ties, as 

likely antecedents and determinants of market entry strategies and performance, as well as to 

various distance dimensions as moderators between these variables. Within this framework, 

we have defined seven key research questions, which we were able to answer through the 

qualitative research analysis results presented in sub-chapter 8.4. 

RQ 1: Which are the main antecedents and determinants of foreign market entry choice 

according to SME decision makers? 

The empirical results regarding specific antecedents and determinants of SME decision-maker 

choice when entering a foreign market indicate that business growth or simply an increase in 

sales increase are key antecedents of SME decision-makers’ decisions to enter foreign 

markets. As per our research results, these are combined with opportunities and advantages 

present in the foreign market, which represent the determinants of the foreign market entry 

choice according to SME decision-makers.  

Another important antecedent regarding foreign market entry decisions, as perceived by SME 

decision-makers, is represented by market research analysis and evaluation or assessment of 
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target foreign markets, which is in most cases planned in advance. However, in some cases, 

when the entry is reactive (unplanned) as a result of an enquiry received from a customer in 

the host market, the SME decision-makers still choose to research or assess the market after 

entry in order to seek opportunities for further market penetration. 

These antecedents and determinants have different impacts on market entry strategies that can 

be grouped into three categories: 1) Immediate entry through first export projects; 2) 

incremental entry through market assessment, starting with export and then changing to FDI; 

and 3) Aggressive entry through immediate FDI. However, our research results regarding 

various types of market entry choice antecedents and determinants impact on actual market 

entry strategies vary.   

RQ 2: Which are the main antecedents and determinants of foreign MEM choice according to 

SME decision-makers? 

In answering the second research question, we draw on empirical evidence from actual 

answers provided by the research participants regarding their key motives for MEM choice. 

Based on this, the main antecedents and determinants of SME decision-makers’ choice of 

foreign MEM include the following:  

− Minimising risk and/or costs; 

− Avoiding the control and quality risks of having a partner; 

− Type of product/service that is easy to manage through export; 

− Benefits of having a local presence in the host market; 

− Advice received from a partner; 

− First export order received from a customer; 

− Decision-makers did not perceive much risk; 

− Home market challenges; 

− Host market restrictions; 

− Ease of setting up a company in the host market. 

As part of the above list, motives related to minimising costs or risks, types of products or 

services that are easy to manage through export, and first orders received from a customer, 

impact SME decision-makers’ decision to use export as their foreign MEM. On the other 

hand, motives related to home market challenges, lack of perceived risks, ease of setting up a 

company in the foreign market, and benefits of having a local presence (company, team, 

assets) in the foreign market, impact SME decision-makers’ decisions to enter the foreign 

market through FDI (either WOS or JV). Other motives, such as host market restrictions, 

partner advice, and avoiding control and quality risks of having a partner, impact SME 

decision-makers’ decisions to use either FDI or export modes for entering the foreign market, 

depending on the particular situation. 
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Based on SME decision-makers’ perceptions, our research results also indicate that small 

company decision-makers are mostly influenced by the need to minimise risk and costs in 

their foreign MEM choice, thus choosing export as the fastest and simplest mode, which 

involves the lowest risk and costs. On the other hand, decision-makers of medium-sized 

companies tend to prefer FDI, in most cases fully owned companies, in order to avoid control 

and quality risks related to entering into a partnership FDI.  

In certain countries, however, host market restrictions may play the most significant role, by 

either limiting the mode choice or even fully determining the only MEM choice possible 

when entering that market. In this context, host market restrictions were present in only two 

cases in our research, where an SME was entering the KSA market. In this context, one 

decision-maker explained how they had to enter through export due to these restrictions, 

while the other highlighted that due to restrictions, their best option to enter through FDI was 

through a JV.  

RQ 3: How do SME decision-makers perceive the impact of competitive advantages, 

capabilities, and network ties in the choice of the foreign MEM? 

With regard to types of CA, our research results indicate that FSAs and OAs represent 

important determinants of the choice of foreign MEM for decision-makers, while location 

advantages, internalisation advantages, and network ties sometimes impact this choice. On the 

other hand, our research results do not indicate any perceived impact on firm capabilities on 

MEM choice. Overall, for 15 out of 20 decision-makers, the presence of CA, firm capabilities, 

and business network ties represent antecedents and determinants of firm performance in the 

host market, primarily in relation to increased sales, profits, and performance in general. 

With reference to FSAs, our empirical results indicate that these impact decision-makers’ 

choice of foreign MEM in three main ways:  

− In most cases, by increasing decision-makers’ confidence fin entering the foreign market. 

In these cases, their FSAs lead to increased confidence in the firm’s capabilities, reduced 

risk perceptions, increased perceptions of estimated firm performance in the host market, 

and increased perceptions that the market entry process will be easy. In these cases, 

actual foreign MEM choices vary from export to FDI, with or without a partner's 

participation.  

− By deciding to incrementally enter the foreign market, in which case, FSAs support 

managers’ decisions to enter the market expecting good performance, while serving as a 

strategic tool to enter the foreign market first through export, minimising risks and costs, 

and then, after acquiring more knowledge about the local market and establishing a first 

customer base there, they proceed with more aggressive modes, such as a WOS. 

− By perceiving that a local presence is required in the foreign market, in which case they 

wish to provide proper services to customers, provide products and services faster, or to 
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take advantage of a current gap in the market. In this manner, managers discern that a 

strong local presence is required, which leads to a WOS setup in the host market. 

In case of ownership advantages, only firm size represents a significant determinant in MEM 

choice, whereby small companies tend to enter foreign markets through export, while 

medium-sized companies tend to use a local company set up (FDI).  This shows a probable 

impact of the volume of resources available to small and medium-sized firms on their 

investment capabilities to enter foreign markets.   

Based on the perceptions of decision-makers, location advantages had a minor impact on 

MEM choice. As research results indicate, location advantages do not represent key 

determinants for a specific MEM choice, but serve only as support determinants, where 

SMEs entered either through export or FDI modes. Specific host country characteristics, such 

as government restrictions, trade barriers, taxes, and liabilities, result in MEMs that either 

represent the only mode, the most suitable mode, or the mode that brings the most benefits, 

considering these specific conditions. 

Within our empirical research, only a few cases where internalisation advantages are present, 

represented determinants of decision-makers' choice. In such cases, internalisation advantages 

lead to two different impacts on MEM choice, where decision-makers either decide to avoid 

the risks of having local partners, thus entering through non-partnership export or WOS 

modes, or choose partnership entry modes as they do not face any challenges or risks with 

such partnerships due to proper control over foreign operations and sharing common goals. 

With reference to firm capabilities, including international marketing capabilities, 

international innovativeness, and international/export entrepreneurship, our research results 

regarding the actual impact of these variables on MEM choice are inconclusive. In this 

context, we have not identified any impact for any of these capabilities on MEM choice, nor 

has this impact been perceived by interviewed decision-makers.  

Lastly, our research results indicate that business network ties present in the host market 

might lead to increased decision-maker confidence in entering the foreign market, which 

usually led to partnership entry modes, such as export with support from a local partner, or 

FDI partnership modes. As such, in some cases, business network ties represent determinants 

of SME decision-makers MEM choices, usually leading to partnership entry modes. From one 

side, partnership modes of entry can result from first enquiries received through a local 

partner, and from the other side, SME decision-makers decide to take local partners in the 

host market as they need the partner’s support for proper local operations and sales, as local 

partners usually know the market and local culture, and might have strong ties with 

customers. On the other hand, connections with customers in the home market (or other 

foreign markets), which are also present in the target host market, usually lead to export (if 
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products and services are easy to export) or WOS entry modes (where there are other 

advantages for being present locally), without local partner involvement. 

RQ 4: How do SME decision-makers perceive the impact of cultural, economic, institutional, 

psychic, and geographic distance on the choice of foreign MEM? 

With reference to the perception of SME decision-makers regarding the impact of cultural 

and other distance dimension on the choice of foreign MEM, the results of our empirical 

research indicate that in some cases, managers perceive that there is a cultural, economic, 

institutional, and psychic distance impact on the choice of foreign MEM. However, when 

analysed in more detail, in most cases, managers do not refer to distance levels, but to actual 

host market characteristics, such as the business culture in the host market, and the 

opportunities, advantages, and challenges present in the host market. Therefore, based on 

empirical results, host market characteristics, opportunities, advantages and challenges either 

impact or moderate this choice, while the moderating factors of various distance dimensions 

are less significant.  

In any case, these perceived distances by decision-makers had various moderating impacts on 

MEM choice, which in turn can be grouped into four moderation categories: increased 

confidence in entering the foreign market; incremental entry strategy; required local presence; 

and only option for market entry in the host market. Furthermore, based on our empirical 

research results, host market challenges, lack of knowledge regarding the local market, and 

occasionally cultural distance, increase risk perceptions by SME decision-makers, leading 

them to choose low risk and low-cost market entry modes, i.e. Export. Some of these SMEs 

use export only as a first step, which they use as stepping stone to incrementally 

internationalise their business by setting up local businesses and offices (FDI) once they have 

assessed the market and gained more experience. 

With reference to GD between home and host country, our search results show that in some 

cases, GD moderates the choice of MEM in three main ways: first, GD between home and 

host country leads to a required local presence for proper operations; second, GD between 

home and host country leads to the decision to export; and third, Geographical proximity 

between home and host country results in requiring a local presence for proper operations. 

However, in all these cases, the perception of what is near or far varies significantly, as well 

as the resulting MEM choices. As such, our results indicate that GD represents a moderator in 

SME decision-makers’ MEM choice, but the moderating results vary on a case by case basis.  
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RQ 5: Which are the main antecedents and determinants of firm performance in foreign 

markets according to SME decision-makers? 

In answering the fifth research question, we draw on empirical evidence from actual answers 

provided by research participants regarding their perceptions regarding key determinants of 

firm performance in the host market. In this context, our research results indicate that people 

(managers, other employees, and business partners), industry, and market knowledge and 

experience, network ties, nurturing relationships with key clients, and a higher quality of 

products and services, are the key antecedents and determinants of firm performance in 

foreign markets. With client relationships and product or service quality in particular, these 

lead to repeat business and increased sales and profits.  These key determinants have various 

impacts on SME performance in the host market, mostly including increased sales and profits, 

creating new sales leads, and having repeat business, but also increased overall performance 

or growth, higher levels of customer satisfaction, goal achievement, building customer trust, 

and providing support to sales or to business performance in general. 

With reference to MEM (or the currently operating mode), empirical results show that in most 

cases, the selected MEM represents a key determinant of firm performance in the host market. 

As perceived by decision-makers, this impact results in increased sales and profits, increased 

performance in general, maintaining low costs, creating sales leads, supporting performance, 

or even reducing performance. Results also show that direct export (without a local manager 

or business partner in the host market) leads to lower sales volumes, while local presence, 

either through export with a local manager or partner, or a local office (FDI), tends to lead to 

higher levels of performance. In this regard, particularly in the UAE, local presence is very 

important to establish and maintain relationships with key customers, which in turn leads to 

higher levels of performance. However, there are exceptions, wherein exporting with local 

partners may lead to lower performance in cases where partners do not share common goals. 

Drawing from further empirical results, lack of knowledge regarding the local market, host 

market challenges, a weak sales team, a lower demand for products or services than 

anticipated, or a local partner not sharing the same interests, result in lower performance in 

the host market. However, in the case of there being entry barriers in the host market, such as 

host country restrictions, a particular business culture, or a lower level of economic 

development, among others, SMEs entering the market face lower performance at first, but 

once they understand the local market and are well established, they have strong CAs against 

new potential entrants (competitors). Furthermore, based on our research results, in many 

cases, the specific business culture present in the UAE, and other Arab countries, leads to 

lower performance considering the time and resources required to establish and maintain 

strong relationships with customers. On the other hand, SMEs that maintain these 

relationships, achieve higher performance through repeat business and referrals.  
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RQ 6: How do SME decision-makers perceive the impact of competitive advantages, 

capabilities and network ties on firm performance in foreign markets? 

For most decision-makers the presence of CA, firm capabilities, and business network ties 

represent antecedents and determinants of firm performance in the host market, primarily in 

relation to increased sales, profits, and performance in general. Empirical results indicate that 

in most cases, SME decision-makers perceive that FSAs lead to higher performance levels, 

such as creating sales leads, having repeat business, increase in sales and profits, increased 

performance in general, increased customer satisfaction, and building customer trust. This is 

particularly the case regarding exclusive distribution rights, unique products or services, 

operating in a niche market, or high quality products and services. The latter, in particular, 

helps achieve customer trust and loyalty, which results in repeat business and referrals. 

When considering firm capabilities, in most cases, companies performing very well in the 

host market have strong international marketing capabilities, international innovativeness, and 

international/export entrepreneurship levels. In this context, our research results indicate that 

strong international innovativeness may lead to higher performance levels, while results 

concerning the impact of international marketing capabilities and international/export 

entrepreneurship on firm performance are inconclusive. 

Relationships with key customers are very important for firm performance in the host market, 

particularly in Arab countries, and our research results related to business network ties show a 

significant impact on firm performance in the host market. Based on decision-makers’ 

perceptions, business partners represent one of their key performance contributors. These 

business network ties impact firm performance in different ways, creating sales leads, creating 

repeat business, increasing sales/profits, and supporting performance or sales, however this 

might also result in lower firm performance. 

RQ 7: How do SME decision-makers perceive the impact of cultural, economic, institutional, 

psychic, and geographic distance on firm performance in foreign markets? 

Empirical results show that some SME decision-makers perceive that various types of 

distance moderate their performance in the host market by increasing performance and 

growth, increasing sales and profits, creating repeat business, increasing customer 

satisfaction, lowering operational costs, and sometimes also lowering performance. However, 

we must also point out that in most cases, what respondents perceive as cultural distance or 

other distance dimensions, are actually specific cultural and other characteristics present in 

the host market. Based on that, we can conclude that various distance dimensions moderate 

firm performance to some extent, but the impact or moderation of host market characteristics, 

including culture, opportunities, advantages, and challenges on firm performance is more 

significant.  
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9.2 Research Contribution 

In this sub-chapter we cover the theoretical implications and empirical and methodological 

contributions of our research. Within our discussion of theoretical implications related to our 

empirical evidence, we have divided this section into six parts, each of which is related to its 

theoretical background presented in chapters 2 to 6. The first part focuses on antecedents and 

determinants of SME decision-makers’ choice to enter a foreign market, while the second 

part focuses on antecedents, determinants, and moderators of SME decision-makers’ choice of 

foreign MEM. In the third part we discuss the antecedents, determinants, and moderators of 

firm performance in foreign markets, while in the fourth part we provide conclusions with 

reference to the conceptual model presented in chapter 7. In the fifth part we then highlight 

the empirical and methodological contributions of our research, while in the last part of this 

section we address the particularities of the Emirati market, which presumably leads to some 

of the variations between our research results and the results of other studies.  

9.2.1 Foreign Market Entry 

Authors of relevant literature in the IB discipline argue that host market characteristics and 

attractiveness represent a major factor in a firm’s market entry strategy choice (e.g. Demirbag, 

Tatoglu and Glaister 2008; Morschett, Schramm-Klein and Swoboda 2010; Nisar et al. 2012). 

Our research results confirm this, however, we have further identified that these opportunities, 

advantages, or characteristics in the foreign market are not sufficient. SME decision-makers 

are primarily driven by growth and increased sales motives, which represent the key 

antecedents of their internationalisation. As such, market characteristics, opportunities, and 

advantages in the host market are considered only when growth and increased sales motives 

are present.  

With reference to the ‘born global’ concept, our empirical results show that half of the SMEs 

that participated in the research entered foreign markets immediately or within the first year 

of operations, which confirms various authors' arguments regarding the increasing number of 

firms entering foreign markets soon after their inception (Laanti, Gabrielsson and Gabrielsson 

2007; McAuley 1999; Rhee 2008) or simultaneously with domestic business operations 

(Laanti, Gabrielsson and Gabrielsson 2007). However, our results are in contrast with the 

arguments made by Nisar et al. (2012) that in most cases, born global businesses are high-tech 

firms, or the arguments made by Rugman, Verbeke and Nguyen (2011) that born global is 

only related to a few IT firms from India and Israel, as none of our participating SMEs that 

internationalised immediately or within the first year were high-tech firms or from India or 

Israel.  
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9.2.2 Choice of Foreign Market Entry Mode  

Our empirical results partially support the results of Leonidou, Katsikeas and Samiee (2002), 

where export is the most popular mode of SME internationalisation as it usually requires 

minimal costs and risks, while offering greater strategic and structural flexibility in the host 

market (Young et al. 1989). However, our research results emphasise that SME decision-

makers also choose this mode due to the fact that they have products or services that are easy 

to manage/provide through export, and more importantly, they proceed with the mode of 

export in cases where they need to react quickly to an order from a customer present in a host 

market that they have not yet entered. However, slightly in contrast with the research of 

Leonidou, Katsikeas and Samiee (2002), our empirical results indicate that export is only the 

most used MEM for small companies, while medium-sized companies tend to prefer FDI 

modes. As such, our results indicate a difference in MEM choices between small and 

medium-sized companies, where the increase in size indicates a different approach, as well as 

antecedents and determinants of decision-makers' MEM choice.  

Our research results concerning the impact of CAs on MEM choice indicate that CAs, and 

FSAs in particular, impact SME decision-makers’ MEM choice in three ways: first, by 

increasing their confidence in entering the foreign market; second, choosing to enter the 

market through an incremental strategy; or third, perceiving that a local presence is required 

in order to properly operate and succeed in the foreign market. 

As part of ownership advantages, aside from firm size, results concerning other types of 

ownership advantage impact on MEM choice are inconclusive. As such, our results do not 

support other authors’ arguments on international experience (Agarwal and Ramaswami 

1992; Anderson and Gatignon 1986; Pinho 2007), dynamic OA (Dunning 2000), 

differentiated products (Agarwal and Ramaswami 1992; Caves 1982; Pinho 2007), or the 

ability to introduce new technologies and new administrative and organisational processes 

(Pinho 2007) as significant drivers of firm MEM choice. 

Similar to OA, our research results concerning the impact of firm's capabilities on SME 

decision-makers' MEM choices are inconclusive, as we have not identified any particular 

impact for either of these capabilities on MEM choice, nor has this impact been perceived by 

interviewed decision-makers. As such, these results do not support the arguments made by 

Knight and Kim (2009) about these capabilities representing the most important attributes of 

SMEs in their international business.  

Based on empirical results, host market characteristics, opportunities, advantages, and 

challenges either impact or moderate MEM choice, while moderating factors of various 

distance dimensions are less significant. In particular, our results support Harzing and 

Pudelko’s (2016) conclusions that when home and host country context characteristics are 

included, the CD effect becomes insignificant. On the other hand, these results are in contrast 
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with Ghemawat’s (2001; 2013) conclusions regarding differences between home and host 

countries, often resulting in senior managers being less keen to engage in cross-border 

activities in these countries. Furthermore, compared to other studies, where authors argue that 

a small PD is associated with reduced uncertainty (e.g. Evans and Mavondo 2002; Gillespie et 

al. 1999), and consequently, that most firms first expand into neighbouring countries that they 

can easily understand (Em 2011; Johanson and Vahlne 1990), which are then followed by 

other markets with increasingly greater levels of PD (Johanson and Vahlne 1990; Ruzzier and 

Konečnik Ruzzier 2006), our empirical evidence does not support these arguments, as SMEs 

from various home markets entered foreign countries regardless of the level of PD, and in 

various consecutive orders.  

With reference to geographic distance, Ghemawat’s (2013) study results indicate a drop in 

FDI when an increase in GD in present, however, our research results show that GD 

moderates the MEM choice in only limited cases, while GD sometimes moderates the choice 

to enter a foreign market, but not the mode of entry. Additionally, in these cases, host country 

characteristics are more significant moderators than GD.  

9.2.3 Firm Performance in Foreign Markets 

Our research results indicate that export entry modes, CD, lack of knowledge regarding the 

local market, and host market challenges lead to lower performance in the host market, 

particularly in terms of sales volumes. 

With reference to the impact of MEMs on firm performance, our research results indicate that 

even though export entry modes without any presence in the local market (local manager or 

partner) result in lower costs, positively affecting profitability, they usually result in lower 

sales volumes. The opposite is the case where there is a local presence, whereby SMEs 

exporting with a local manager or partner, or establishing a local office (FDI) in the foreign 

market tend to achieve higher levels of performance. Based on these results, we argue that a 

local presence helps overcome certain challenges in the local market, such as legitimacy 

(Laufs and Schwens 2014; Yiu and Makino 2002) and LoF (Buckley and Casson 1976; 

Chiao, Yang and Yu 2006; Hilmersson 2009; Rhee 2008; Yiu, Lau and Bruton 2007). 

However, in some cases, even a local business presence and quality products might result in 

low performance if the sales team is not strong enough, if the demand for the products or 

services provided is much lower than anticipated, or if the local partner has different interests 

than the internationalising SME. Within the GCC, and the UAE in particular, local presence is 

very important to establish and maintain relationships with key customers, which leads to 

higher levels of performance.  

Drawing from empirical evidence, stronger FSAs tend to lead to higher levels of performance, 

particularly in the case of exclusive distribution rights, unique products or services, operating 
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in a niche market, or providing higher quality products and services. These results support 

other authors’ arguments concerning specific types of CA leading to increased performance in 

SME foreign operations (Buckley and Ghauri 1993; Knight and Kim 2009; Siripaisalpipat and 

Hoshino 2000).  

With reference to firm capabilities, our results regarding the actual impact of international 

innovativeness, international marketing capabilities, and international/export entrepreneurship 

levels on firm performance are inconclusive. This might be related to the specific aspect of 

SMEs, where their marketing activities are usually carried out through personal contact 

networks, and therefore, owner or manager networks are important for the firm’s success 

(Gilmore, Carson and Grant 2001). In support of this argument, our research results show that 

network ties have a positive impact on SME performance in foreign markets, while results 

concerning the impact of international marketing capabilities on firm performance remain 

inconclusive. Therefore, our results do not support Cavusgil and Zou’s (1994) arguments that 

firms can improve their foreign subsidiaries’ performance by implementing appropriate 

marketing strategies, nor do they support arguments made by other authors (e.g. Knight and 

Cavusgil 2004; Knight and Kim 2009; Kotabe 1990; Porter 1990) regarding international 

innovativeness being a crucial success factor in international markets, or export 

entrepreneurship positively and directly affecting export performance (Navarro, Schmidt and 

Rey-Moreno 2015). 

Our research results also indicate that business network ties impact firm performance in 

different ways by creating sales leads, leading to repeat business, increasing sales and profits, 

supporting performance or sales, or even reducing firm performance. These results support 

authors' arguments that business networks represent a significant success factor for companies 

entering foreign markets (Yoshino and Rangan 1995), where relationships and connections 

represent the network’s basic elements (Tang and Liu 2011). 

With reference to firm performance, our research results indicate that various distance 

dimensions moderate firm performance to some extent, but that the impact or moderation of 

host market characteristics on firm performance is more significant. In case of geographic 

distance, this conclusion is in contrast with Gomes and Ramaswamy’s (1999) research, where 

they state that firm performance is lower in physically distant countries due to the higher costs 

of doing business there.  

9.2.4 Proposed Conceptual Model  

Based on all the empirical research results presented in sub-chapters 8.4.2 and 8.4.3, the main 

theoretical contribution of this doctoral dissertation is represented by the range of variables 

included in the construct and the fact that the research is focused on SMEs. Although types of 

CA, network ties and various distance dimensions represent important factors in a firm’s 
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internationalisation process, so far, no research has combined CAs, network ties, and cultural, 

psychic, institutional, administrative, economic, and geographic distance with MEM and firm 

performance on an SMEs population. By studying all these variables, this doctoral 

dissertation research results bring an original scientific contribution in strategic management 

and IB by providing a better understanding of the role that CAs, firm capabilities, and 

network ties, combined with cultural and other distance dimensions, play within the process 

of SME internationalisation and their performance in foreign markets.  

Based on our results, the conceptual model proposed in (chapter 7) representing antecedents, 

determinants, and moderators of foreign MEM choice and firm performance in the foreign 

market, does not properly represent our empirical results and conclusions. As a result, Figure 

12 presents a revised conceptual model in line with our empirical research results. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 12: Revised Model of Antecedents, Determinants, and Moderators on Market 

Entry Mode and Firm Performance 

As shown in Figure 12 above, the revised model includes the following changes: 

− Firm capabilities, including international marketing capabilities, innovation, and 

international/export entrepreneurship, should be removed from the model, as results 

concerning their impact on MEM choice and firm performance regarding SMEs are 

inconclusive; 

− In addition to cultural, psychic and geographic distance moderators, we need to add 

economic, administrative, and institutional distance moderators, as they have a similar 

moderating role on MEM choice and firm performance, even though this is less 

significant; 
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− Host country characteristics also need to be added as antecedents and determinants based 

on research results indicating the significance of their impact on MEM choice and firm 

performance, which is more significant than the moderating role of distance dimensions.  

9.2.5 Empirical and Methodological Contributions 

There are two main empirical and methodological contributions of this research. The first 

contribution is related to the use of quantitative methodology as a basis to prepare a proper 

and solid background for the qualitative methodology. During the first phase of the empirical 

research we used the gathered data as a basis for the preparation of interview questions for the 

qualitative empirical research. As a result, the main advantage of using both methodologies 

was that through a quantitative methodology, we received the first insights into the research 

topics, which were then researched in more detail through in-depth interviews with managers 

using a qualitative methodology. This led to a reliable and complete data set being obtained 

during the interviews, and supported by secondary data analysis—SMEs internal and external 

documents.  

The second contribution relates to the qualitative empirical research, where we asked SME 

managers about their opinions on their motives for entering foreign markets and choosing 

specific MEMs, as well as their opinions and perceptions on various antecedents, 

determinants, and moderators of their MEM choice and firm performance in the foreign 

market. This led us to more accurate and reliable data regarding all variables included in the 

research and provided a wider range of antecedents, determinants, and moderators of MEM 

choice and firm performance.  

9.2.6 Particularities of the Emirati Market 

The deviations of our research results compared to studies of other authors, resulted in many 

cases due to the particularities of the Emirati market. In this regard, research participants 

provided several reasons for the particular characteristics of the Emirati market, as they 

perceive them. These include primarily two aspects: specific business culture characteristics 

and strong location advantages.  

Within specific business culture characteristics, managers mostly mentioned specific 

characteristics of Arab culture present in the UAE, such as the requirement of having long 

face-to-face meetings; more people involved in the decision-making process; having a more 

relaxed approach; and network ties built through other connections and social networks, all of 

which require a local presence and additional time to do proper business and sales. On the 

other hand, once strong ties with key customers and business partners are established, 

regularly nurturing these relationships easily leads to higher performance levels.  
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With reference to the UAE’s location advantages, decision-makers mostly mentioned:  

− Multinational population, attracting highly qualified people from all over the world, 

resulting in different points of view, various skillsets, and other benefits; 

− Image of higher quality perceived by customers in other countries in the region regarding 

products and services provided by companies based in the UAE; 

− The UAE strategic location, serving as a business, financial, and logistic hub for the 

GCC, Middle East, Africa and Asia regions; 

− The location of UAE ports, as they lay on one of the world's major shipping routes, 

especially the Jebel Ali Port, where all mother vessels arrive, but also the excellent export 

and logistics infrastructure and facilities, which enable faster delivery of products in 

surrounding regions; 

− Ease of doing business, with a stable market and clear regulations, compared to the rest of 

the region, and with continuous business development and other benefits; 

− A wealthier and more developed market in the region in terms of infrastructure, quality of 

life, knowledge and education, construction market, and innovation; 

− A tax-free haven, even though a 5 percent value added tax (VAT) was introduced in 2018, 

as there are still no taxes on personal or business incomes; 

− Low labour cost, particularly for certain nationalities, such as Indians, Pakistanis, 

Filipinos, and other Asian nationalities, but also lower labour costs for other qualified 

staff from Eastern Europe and Russia; 

− Opportunities in the market, which come mostly from the diversified economy:  

− Large and continuously growing construction market; 

− Hospitality industry, with many hotels and restaurants, which usually have their 

headquarters in the UAE covering the rest of the GCC region; 

− Key oil and gas customers based in Abu Dhabi; 

− Other more specific opportunities, such as, for example, a higher incident rate for 

certain diseases (opportunity for pharmaceutical SMEs operating in this niche 

market), or a high number of expats, whose children need to learn Arabic 

(opportunity for SME operation in education businesses), among others. 

All these and other aspects mentioned in sub-chapter 2.3 make the UAE a unique and 

dynamic country, and is particularly interesting for SMEs planning to enter the market, as 

they need to adapt their way of doing business in line with the requirements of the local 

particularities and challenges (Gerhart 2009), or in other words, to the local rules of the game 

(Hilmersson 2009). 

9.3 Managerial Implications 

In this section, based on our empirical research results, we provide recommendations to SME 

managers in relation to their choice of foreign market entry and modes of entry, as well as to 

their performance in foreign operations.  
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Market Entry Strategies 

Our research results indicate that, when looking for potential foreign markets, SME managers 

should consider specific market characteristics (Harzing and Pudelko 2016). In this regard, it 

is important to assess opportunities present in the host market, but also challenges, 

particularly eventual host market restrictions (Demirbag, Tatoglu and Glaister 2008; Harzing 

and Pudelko 2016) and laws and regulations. In this regard, we recommend that the necessary 

time is taken to properly research and analyse the market and plan entry. If market research 

results indicate strong opportunities in the market, without major risks, entering the market 

through export is usually a good choice for SMEs to minimise costs and risks (Young et al. 

1989) when products or services can be easily provided in this manner. This is also the most 

popular mode of internationalisation for SMEs (Leonidou, Katsikeas and Samiee 2002). 

Furthermore, in cases where SME foreign market entry initiatives emerge from opportunities 

created through their network relationships (Coviello and Munro 1995; Ruzzier, Hisrich and 

Antončič 2006), such as enquiries received from a customer through a connection in the host 

market, before they considered or assessed that market, export can provide a good start to 

foreign market entry. Apart from minimising risks and costs, entering through export enables 

SMEs to establish initial connections with customers or eventual business partners in the host 

market, to increase their turnover, and to further evaluate the market, which serves as a strong 

starting point for eventual incremental entry into that market (Chia et al. 2006; Johanson and 

Vahlne 1977).  

In addition to market research activities, regardless of the chosen MEM, we advise SME 

decision-makers to either connect with local business partners, employ local managers, or 

other employees that are very familiar with the market and have connections with key 

customers in the market. This is of outmost importance in cases where the internationalising 

SME is not familiar with the local market or the ‘rules of the game’, and/or does not have 

strong business network ties with local customers. In these cases, when proceeding with 

export as an MEM, two good options would be to either partner with a strong local distributor 

(in case of large volumes of products and services to import and sell in the local market) or to 

employ a local manager to manage the distribution and relationships with key customers (in 

case of smaller volumes of products or services to be provided in the local market). In case of 

FDI, a good option is to employ a local manager to manage operations in the market and 

employees that have good experience working in the market, and with the same target 

customers. Eventually, in cases where SME decision-makers have one or more strong 

network ties with local partners, partnership modes are also recommended, particularly in 

cases where the partner (or partners) have strong connections with local customers, while not 

being able to provide the same products or services themselves or through competitors.  

Local managers and partners are very important, because they can offer great support 

(Yoshino and Rangan 1995) for foreign operations and sales through their knowledge of the 
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local market and culture, and probably having strong ties with local customers. Local 

managers and partners can also help SMEs to overcome institutional barriers (Hilmersson 

2009), the LoF (Yiu, Lau and Bruton 2007), and distance barriers (Ojala 2015). However, 

managers need to properly scrutinise potential co-managers and partners to ensure they can be 

trusted and controlled, as choosing the wrong partner could result in significant obstacles and 

even lower performance in the host market.  

Firm Performance in Host Market 

When an SME decides to establish a local presence in the host market, a strong and capable 

sales team is very important for firm performance. Local presence is very important, 

especially in the UAE as well as the rest of the GCC region, as it enables SMEs to establish 

and maintain relationships with key customers, which leads to higher performance levels. 

More details about this impact and other particularities and implications of the Emirati market 

are present in the last section of this chapter.  

Similar to other studies, our research results indicate that CAs tend to lead to higher 

performance levels (Siripaisalpipat and Hoshino 2000), particularly in the case of exclusive 

distribution rights, unique products or services, operating in a niche market (Buckley and 

Ghauri 1993; Pleitner, Brunner and Haberssat 1998; Ruzzier and Konečnik Ruzzier 2006), 

having specific know-how, and skills and management competences (Knight and Kim 2009), 

as well as higher quality of products and services. The latter, in particular, helps achieve 

customer trust and loyalty, resulting in repeat business and referrals. To compensate for 

disadvantages and overcome the LoF, limited experience in the foreign market, and limited 

financial and human resources, SME decision-makers should try to develop strong CAs and 

utilise them to penetrate niche markets, taking advantage of specific gaps in the host market in 

order to increase the firm's performance. Serving a niche market tends to result in lower risks 

and higher chances of success, of course, in cases where the demand for these products or 

services is sufficiently high. Eventually, gaps can also be identified by local partners or 

managers, which can then be further assessed through sales tests or with support from a 

market research agency.  

However, in cases where the internationalising SME is not able to serve a niche market, an 

influential and well-connected local partner or manager, or a business development 

management team that is well experienced and connected in the market, will also lead to 

higher levels of performance (primarily sales volumes), particularly in the UAE and other 

Arab countries. These territories are defined by their strong Arab culture, which requires 

continuous nurturing of business relationships (that are also perceived to be personal 

relationships or friendships). As such, the network ties of partners or managers represent a 

significant competitive advantage for the SME even when not serving a niche market or not 

providing unique products or services. 
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With reference to performance management and measurement, the objective of the 

performance management process is to provide a proactive control system, supported by the 

performance measurement system (Bitici et al. 1997; Demirbag et al. 2006), which can 

provide significant information that allows performance monitoring and management 

(Waggoner, Neely and Kennerley 1999). In this context, our research results indicate that 

SMEs with properly structured and defined measures of performance, properly set goals, and 

regular assessment of goal achievement and performance levels, tend to lead to higher levels 

of performance. In this regard, SME decision-makers should set realistic goals based on 

market conditions, in-house capabilities, and feedback from their department heads and sales 

teams, which should be completed on a monthly or quarterly basis and evaluated with the use 

of previously defined performance measures.  

Emirati Market Implications 

Drawing from our research, the Emirati market presents particularities in two primary aspects: 

Specific business culture characteristics and strong location advantages. Specific 

characteristics of the UAE's business culture are based on Arab culture, and the multicultural 

nature of the country and its economy. In the UAE, business is conducted through long, face-

to-face meetings, which tend to be informal and relaxed, with new connections usually built 

through introductions from existing personal or business network ties. Business relationships 

are based on developing friendships (Nydell 2014), with key customers or other key industry 

players, which require nurture through regular visits in order to build long-term relationships. 

Based on these characteristics, SME decision-makers deciding to enter the market should first 

visit the market and establish network ties; build relationships with potential business partners 

and customers; enter through export with support from a local trustworthy partner or manager; 

and then increase their presence through a company setup with a local team dedicated to 

establishing new connections with customers and regularly nurturing relationships with 

existing customers. Based on this particular business culture, local presence is crucial for 

firm performance in the UAE, but it also enables SMEs to take advantage of the multiple 

location advantages that the Emirati market has to offer.  

9.4 Limitations 

The research conducted within this doctoral dissertation has some limitations. The first two 

limitations are related to the research population and sample, as we considered only foreign 

SMEs that entered the Emirati market and UAE-based SMEs that entered other foreign 

markets. However, this focus on the UAE as an SME's home or host market combines two 

key advantages; first, it enables a deeper understanding of the particularities and 

characteristics of the Emirati market for company internationalisation strategies; and second, 

it provides a scientific contribution to SME internationalisation theory.  
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The third limitation is based on the selection of variables included in the study of foreign 

market entry strategies, which include: cultural, psychic, economic, administrative, 

institutional, and geographic distance, types of CA, firm capabilities, network ties, MEM 

choice, and firm performance in the host market. Although the limitation in variables might 

result in missing other factors that might impact or moderate MEM choice or firm 

performance in the host market, these variables still include a wide range of antecedents, 

determinants, and moderators concerning these two dependent variables. As such, the use of 

all these variables included in the construct also results in a theoretical contribution from this 

doctoral dissertation in SME internationalisation theory. Furthermore, side from these 

variables, as part of the empirical research, we asked participating SME decision-makers to 

provide their perceptions and opinions on other eventual variables in relation to foreign 

market entry, MEM choice, and firm performance. As a result, we included additional 

variables perceived by SME decision-makers as antecedents, determinants, or moderators of 

their choice of foreign MEM and firm performance in the foreign market. 

The fourth limitation is related to considered MEM options, which included FDI, including 

greenfield investment (WOS or JV) and M&A, and non-equity modes, such as export and 

contractual agreements (licensing, franchising, service agreement etc.). However, based on 

the responses provided by participants in the empirical research, these market entry modes 

covered all modes used by the participants’ SMEs, which included only export, WOS, and JV 

(or partnership) modes. As a result, the considered MEM options were sufficient for this 

study. 

A final limitation of the empirical research is related to the limited number of participants in 

the study, particularly with reference to the first phase of the research (quantitative research), 

where, due to the low response rate, we were not able to test our research hypotheses. With 

reference to the qualitative empirical research, results are based on responses received during 

interviews with 20 SME decision-makers. Even though these 20 interviews probably did not 

cover all the potential aspects influencing or moderating foreign MEM choice and firm 

performance in foreign markets, they did provide a wide range of in-depth information related 

to the studied variables in achieving theoretical saturation. This resulted in strong and reliable 

data required for the development of all concepts of the construct. 

9.5 Recommendations for Future Research 

We encourage future research to investigate SME internationalisation strategies with a focus 

on other emerging markets, such as India, and China, as well as other markets in the Middle 

East, especially in the GCC. These studies would probably enable comparisons with the 

results and conceptual model presented in this dissertation. In this context we would advise to 

also conduct research focusing on home or host market restrictions, which are very strong in 

many countries in these regions. We also suggest future research into ‘born global’ SMEs in 
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all other markets and from various industries, as we suspect there has been an increase in 

these kinds of internationalising SMEs over the last decade.  

With reference to the multi-methodological approach used in our empirical research, where 

we used the limited data gathered through quantitative empirical research to properly prepare 

the qualitative empirical research, we propose the planned use of both quantitative and 

qualitative methodologies for future research in the IB discipline. However, as these two 

methodologies provide completely different types of data, we suggest that the results received 

through these two methodologies are not compared, but that the results from one methodology 

are used as a background for the development of the research construct to be further 

researched with the use of the other type of methodology. 

Based on studied research articles and our empirical research results, we would like to 

forewarn researchers in IB studies to be careful when choosing only a few independent 

variables and trying to understand the motives for MEM choice and firm performance, as they 

may lead to inconsistent results. Instead, we suggest the use of all potentially significant 

variables influencing or moderating MEM choice and firm performance in foreign markets, in 

order to achieve more reliable data for the development of new theories. This is also valid for 

any other dependent variable in IB research. 

Finally, we would like to point out once again that SME decision-makers and other company 

stakeholders can be a valuable source of information, which can help researchers develop new 

theories. However, participants will only be able to provide information they are asked about. 

As such, we encourage researchers to always ask participants for their opinions and 

perceptions regarding the studied phenomena from a wider point of view, whereby other 

potential motives, antecedents, determinants, and moderators may emerge, which might not 

just focus on previously defined variables. 
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1    UVOD 

V prvem poglavju so predstavljeni ključni elementi uvodnega dela doktorske disertacije, ki 

vključujejo: raziskovalni problem, namen in cilje raziskave, raziskovalna vprašanja, 

predpostavke in omejitve raziskave, prispevek k znanosti ter strukturo doktorske disertacije. 

1.1 Raziskovalni problem 

Doktorska disertacija temelji na dveh osnovnih predpostavkah: prvič, kulturna razdalja ter 

druge dimenzije razdalje predstavljajo pomembne dejavnike internacionalizacije podjetij 

(Chang et al. 2012; Drogendijk in Slangen 2006; Harzing in Pudelko 2016; Ionaşcu, Meyer in 

Estrin 2004; Popli et al. 2015; Shenkar 2001), pri čemer se mala ter srednje velika podjetja 

(MSP) soočajo z raznimi težavami na tujem trgu (Laufs in Schwens 2014) Yiu, Lau in Bruton 

2007), predvsem v primeru trgov v razvoju; in drugič, viri, zmožnosti ter konkurenčne 

prednosti podjetja vplivajo na obliko in izvedbo strategije podjetja za vstop na tuji trg 

(Verbeke 2013). 

Raziskava je osredotočena na vstop na tuje trge s strani MSP, ki se soočajo s tremi osnovnimi 

izzivi pri vstopu na tuje trge: prvič, pomanjkanje mednarodnih izkušenj in znanja; drugič, 

prisotnost lokalne in tuje konkurence, ki je že prisotna na trgu; in tretjič, relativno slabo 

poznavanje trga, vključno s konkurenco, zakoni in predpisi ter značilnostmi potrošnikov. Ti 

izzivi se tudi odražajo v različnih ravneh kulturne, psihološke, geografske, institucionalne in 

ekonomske razdalje, ki lahko vplivajo na izbiro načina vstopa na tuji trg. Poleg tega pa tudi 

prenosljive in neprenosljive konkurenčne prednosti podjetja, viri in zmožnosti igrajo 

pomembno vlogo pri odločanju MSP o izbiri načina vstopa na tuji trg. 

Raziskovalni problem disertacije je ugotoviti ali/in razumeti, kako različne ravni kulturne, 

psihološke, geografske, institucionalne in ekonomske razdalje kot tudi prisotnost virov, 

zmožnosti in konkurenčnih prednosti vplivajo na izbiro strategije vstopa na tuje trge s strani 

MSP ter na njihovo uspešnost na tujem trgu. Na tej osnovi je raziskava doktorske disertacije 

usmerjena k ugotovitvi dveh osnovnih vplivov. Prvič, kako odločevalci MSP zaznavajo vpliv 

manjših ali večjih ravni kulturne, psihološke, geografske, institucionalne in ekonomske 

razdalje ob prisotnosti oziroma pomanjkanju virov, zmožnosti ter konkurenčnih prednosti 

podjetja na njihovo odločitev o načinu vstopa na tuje trge. Drugič, kako odločevalci MSP 

zaznavajo vpliv teh dejavnikov na uspešnost podjetja na tujih trgih. 

1.2 Namen in cilji raziskave 

Osnovni namen raziskave doktorske disertacije je opredeliti in razumeti predhodnike, 

determinante in moderatorje strategij vstopa na tuje trge s strani MSP in njihove uspešnosti na 
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tujem trgu v okviru trga Združenih arabskih emiratov (ZAE) na podlagi zaznav odločevalcev 

MSP. 

Temeljni cilji doktorske disertacije na podlagi opredeljenega raziskovalnega problema in 

namena raziskave so naslednji: 

− Opraviti globinsko in detajlno študijo sodobne mednarodne literature, vezane na 

raziskovana področja. 

− Opredeliti, kako specifični viri, zmožnosti in konkurenčne prednosti vplivajo na odločitev 

o načinu vstopa na tuji trg s strani MSP. 

− Opredeliti, kako stopnja kulturne razdalje moderira odločitev MSP glede izbire načina 

vstopa na tuji trg. 

− Opredeliti, kako stopnja drugih dimenzij razdalje (psihološka, institucionalna, ekonomska 

in geografska) moderira odločitev MSP glede izbire načina vstopa na tuji trg. 

− Opredeliti, kateri načini vstopa na tuji trg ima večjo verjetnost izbire s strani MSP, ki 

imajo specifične vire, zmožnosti in konkurenčne prednosti, ko so kulturne in ostale 

dimenzije razdalje med domačim in tujim trgom večje. 

− Opredeliti, kateri način vstopa na tuji trg ima večjo verjetnost izbire pri MSP, ki imajo 

specifične vire, zmožnosti in konkurenčne prednosti, ko so kulturne in ostale dimenzije 

razdalje med domačim in tujim trgom manjše. 

− Opredeliti, kako različne vrste virov, zmožnosti in konkurenčnih prednosti vplivajo na 

uspešnost MSP na tujem trgu. 

− Opredeliti, kako kulturne in druge dimenzije razdalje med domačim in tujim trgom 

vplivajo na uspešnost MSP na tujem trgu. 

1.3 Raziskovalna vprašanja 

Na podlagi opredeljenega namena in ciljev raziskave smo postavili naslednja raziskovalna 

vprašanja (RV): 

− RV 1: Kateri so ključni predhodniki in determinante odločevalcev MSP za izbiro vstopa 

na tuji trg s strani odločevalcev? 

− RV 2: Kateri so ključni predhodniki in determinante odločevalcev MSP za izbiro načina 

vstopa na tuji trg s strani odločevalcev? 

− RV 3: Kako odločevalci MSP zaznavajo vpliv konkurenčnih prednosti, zmožnosti in 

omrežij na izbiro načina vstopa na tuji trg?  

− RV 4: Kako odločevalci MSP zaznavajo vpliv kulturne, ekonomske, institucionalne, 

psihološke in geografske razdalje na izbiro načina vstopa na tuji trg? 

− RV 5: Kateri so glavni predhodniki in determinante poslovne uspešnosti MSP na tujih 

trgih po mnenju odločevalcev MSP? 

− RV 6: Kako odločevalci MSP zaznavajo vpliv konkurenčnih prednosti, zmožnosti in 

omrežij na poslovno uspešnost podjetja na tujih trgih? 
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− RV 7: Kako odločevalci MSP zaznavajo vpliv kulturne, ekonomske, institucionalne, 

psihološke in geografske razdalje na poslovno uspešnost podjetja na tujih trgih? 

1.4 Predpostavke in omejitve raziskave 

Predpostavke raziskave doktorske disertacije so naslednje: 

− Kulturne, psihološke, ekonomske, institucionalne in geografske razdalje vplivajo na način, 

kako podjetje razvija strategijo vstopa na tuji trg. 

− Poslovanje, postopki odločanja ter strategije internacionalizacije v MSP se razlikujejo od 

le-teh, prisotnih v velikih podjetjih. 

− MSP, ki vstopajo na tuje trge, morajo premostiti pomembne težave na trgu, posebno v 

primeru vstopa na trge v razvoju. 

− Tuja MSP, ki so vstopila na trg ZAE in MSP iz ZAE, ki so vstopila na tuje trge, imajo 

določene vire, zmožnosti in konkurenčne prednosti. 

− Tuja MSP, ki so vstopila na trg ZAE in MSP iz ZAE, ki so vstopila na tuje trge, se 

soočajo z večjimi ali manjšimi ravnmi kulturnih, psiholoških, ekonomskih, 

institucionalnih in geografskih razdalj med domačim in tujim trgom. 

Omejitve raziskave doktorske disertacije so naslednje: 

− Raziskava je presečna, saj smo zbrali podatke anketirancev v določenem trenutku in so 

zato omejeni na tržne razmere, ki so prisotne v tem določenem obdobju.  

− Rezultatov raziskave ne moremo posploševati, saj le-ti izvirajo iz kvalitativne raziskave in 

analize na podlagi malega vzorca 20 odločevalcev MSP. 

− Raziskava je omejena na tuje MSP, ki so vstopila na trg ZAE in imajo najmanj 10 % 

tujega kapitala (solastništva) ali so vstopila preko izvoza, kot tudi MSP iz ZAE, ki so 

vstopila na druge tuje trge. 

− Raziskava je omejena na trg ZAE, ki ga upoštevamo kot domači ali tuji trg. 

− Proučevanje strategij vstopa na tuje trge, ki jih uporabljajo podjetja ob vstopu na trg ZAE 

oziroma podjetja iz ZAE ob vstopu na druge tuje trge, je omejeno na analizo kulturnih, 

psiholoških, ekonomskih, institucionalnih in geografskih razdalj ter virov, zmožnosti in 

konkurenčnih prednosti v povezavi z izbiro načina vstopa ter poslovne uspešnosti na 

tujem trgu. 

− Raziskava je omejena na naslednje načine vstopa: 1) tuje neposredne naložbe (TNN), 

vključno z greenfield družbami (hčerinska družba v popolni lasti ali »joint venture«), 

združitvami in prevzemi ter 2) nelastniški načini vstopa, kot so izvoz in pogodbeni 

sporazumi (licenciranje, franšize, storitveni sporazum ipd.). 
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1.5 Prispevek k znanosti 

Raziskave o kulturni razdalji, virih, zmožnostih in konkurenčnih prednostih v povezavi s 

strategijami vstopa na tuje trge s strani MSP so bile opravljene predvsem na populaciji 

multinacionalk, čeprav so v večini primerov vezane na specifične države in panoge. Čeprav 

kulturne in druge dimenzije razdalje ter viri, zmožnosti in konkurenčne prednosti podjetja 

predstavljajo pomembne dejavnike v procesu internacionalizacije, še nobena raziskava do 

zdaj ni proučevala teh spremenljivk na populaciji MSP.  

S proučevanjem virov, zmožnosti in konkurenčnih prednosti podjetja ter različnih dimenzij 

razdalje in njihovega vpliva na izbiro način vstopa in poslovno uspešnostjo MSP na tujem 

trgu bodo rezultati doktorske disertacije prispevali originalni znanstveni prispevek na 

področjih strateškega managementa in mednarodnega poslovanja s tem, da bodo privedli do 

boljšega razumevanja vloge, ki jo igrajo kulturne in druge dimenzije razdalje v povezavi z 

viri, zmožnostmi in konkurenčnimi prednostmi podjetja, v procesu internacionalizacije MSP 

ter njihove poslovne uspešnosti na tujem trgu. 

S svojo raziskavo se osredotočamo tudi na zaporedje predhodnikov in dejavnikov ter na 

kontekst trga ter podjetja v zvezi s strategijami za vstop na tuji trg, izbiro načina vstopa na trg 

in uspešnostjo podjetja. Z natančnejšo analizo teh zaporednih dejavnikov bomo lahko 

zagotovili bolj poglobljeno razumevanje o tem, kako te spremenljivke vplivajo na postopek 

sprejemanja odločitev s strani odločevalcev v MSP v zvezi s strategijami za vstop na tuje trge 

ter posledično na uspešnost podjetja na tujih trgih. 
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2     KONCEPTUALNI MODEL 

Na podlagi proučevane literature smo razvili konceptualni model, prikazan v spodnji sliki, ki 

predstavlja konceptualno podlago empirične raziskave in služi za usmeritev v procesu 

raziskave. Konceptualni model vključuje vire konkurenčnih prednosti, zmožnosti podjetja ter 

omrežja, ki vplivajo na izbiro načina vstopa na tuji trg. Med temi konkurenčnimi prednostmi 

vključujemo: specifične konkurenčne prednosti podjetja (Agarwal in Ramaswami 1992; 

Siripaisalpipat in Hoshino 2000; Verbeke 2013), lokacijske prednosti (Demirbag, Tatoglu and 

Glaister 2008; Ghemawat 2001; Ghemawat 2013; Harzing in Pudelko 2016; Lauf in Schwens 

2014), lastniške prednosti (Agarwal in Ramaswami 1992; Dunning 2000; Laufs in Schwens 

2014) ter internalizacijske prednosti (Agarwal in Ramaswami 1992; Buckley et al. 2007; 

Cantwell in Narula 2001; Dunning 1988). Med zmožnosti podjetja smo v modelu vključili 

mednarodno trženje (Cavusgil in Zou 1994; Knight in Kim 2009; Leonidou, Katsikeas in 

Samiee 2002), inoviranje (Knight in Cavusgil 2004; Knight in Kim 2009; Porter 1990) ter 

mednarodno podjetništvo (Hessels in van Stel 2011; Lisboa, Skarmeas in Lages 2011; 

Navarro, Schmidt in Rey-Moreno 2015). Pri omrežjih pa vključujemo poslovna ter 

institucionalna omrežja (Bartlett in Ghoshal 1989; De Villa, Rajwani in Lawton 2015; 

Johanson in Vahlne 2009; Verbeke 2013) 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Slika 1: Konceptualni model 
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V odnosu vpliva zgoraj navedenih neodvisnih spremenljivk na izbiro načina vstopa na tuji trg 

smo v modelu postavili tudi kulturno razdaljo (Brouthers in Brouthers 2000; Drogendijk in 

Slangen 2006; Kogut in Singh 1988), psihološko razdaljo (Blomkvist in Drogendijk 2013; 

Em 2011; Evans in Mavondo 2002; Johanson in Vahlne 1990) in geografsko razdaljo 

(Cantwell, Dunning in Lundan 2010; Dow in Karunaratna 2006; Em 2011; Ghemawat 2001; 

Ghemawat 2013), ki moderirajo ta odnos. 

Navedene vrste konkurenčnih prednosti, zmožnosti podjetja, omrežja ter izbrani način vstopa 

v modelu vplivajo na poslovno uspešnost podjetja na tujem trgu. Tudi v tem odnosu je v 

modelu vključen moderacijski vpliv kulturne, psihološke in geografske razdalje. V model smo 

prav tako vključili tudi dve kontrolni spremenljivki, ki sta vrsta panoge (storitvena oz. 

proizvodna) in lastniška struktura podjetja.  
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3    EMPIRIČNA RAZISKAVA 

V tem poglavju smo predstavili ključne elemente empirične raziskave, v kateri so povzeti 

podatki o metodologiji raziskave in ključni rezultati raziskave.  

3.1 Metodologija raziskave 

V empirični raziskavi smo uporabili pristop zaporednih mešanih raziskovalnih metod. 

Empirično raziskavo smo razdelili na dva osnovna dela: faza 1, ki vključuje preliminarno 

raziskavo z uporabo kvantitativne metodologije, ter faza 2, v kateri smo uporabili kvalitativno 

metodologijo z uporabo individualnih, poglobljenih, pol-strukturiranih intervjujev ter analizo 

dokumentov.  

3.2 Anketna raziskava 

V fazi 1 smo uporabili multiplo študijo primera z vključitvijo različnih podjetij. Populacija 

vključuje 200.000 MSP registriranih v ZAE, med temi pa naključni vzorec vključuje 20.000 

podjetij. Spisek podjetij smo pridobili od gospodarskih zbornic v Dubaju in Abu Dhabiju. V 

vzorcu so bila upoštevana le tista podjetja, ki: 1) so imela med 10 in 250 zaposlenimi, 2) so 

bila prisotna na trgu ZAE ter na vsaj dveh drugih tujih trgih, pri katerih je bil trg ZAE lahko 

tako domači kot tuji trg, 3) so vstopila na ta dva tuja trga med letom 2007 in letom 2015.  

Z namenom pridobitve podatkov smo v tej fazi uporabili pošiljanje elektronske pošte, ki je 

vsebovala povezavo na spletni vprašalnik. Udeleženci so izpolnjevali vprašalnik izključno 

preko spleta. Ker smo v fazi 1 pridobili le 27 izpolnjenih vprašalnikov, so le-ti predstavljali 

nezadovoljiv vzorec za predvideno kvantitativno analizo in za odgovore na predhodno 

postavljene hipoteze. Na podlagi tega smo za analizo rezultatov prve faze raziskave uporabili 

le opisno statistiko. 

3.3 Kvalitativna raziskava 

V fazi 2 smo prav tako uporabili multiplo študijo primera, pri kateri smo uporabili pol-

strukturirane intervjuje in analizo sekundarnih podatkov (internih in eksternih dokumentov 

podjetij). Strategijo in intervjuje v fazi 2 smo pripravili na podlagi podatkov in rezultatov, 

pridobljenih v fazi 1. V fazi 2 smo uporabili namenski vzorec, pri čemer je bil vzorčni okvir 

opredeljen na podlagi štirih meril: 1) samo MSP, ki imajo med 10 in 250 zaposlenimi v 

sedežu podjetja, 2) vzorec mora vključevati 30–70 % MSP iz storitvene in 30–70 % MSP iz 

proizvodne panoge, 3) samo MSP, ki so prisotna na trgu ZAE ter na vsaj dveh drugih tujih 

trgih, pri katerih je trg ZAE lahko tako domači kot tuji trg in 4) samo MSP, ki so vstopila na 

ta dva tuja trga med letom 2007 in letom 2015. Spisek 100 potencialnih podjetij je bil 

pripravljen na podlagi spletne raziskave.  
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Z namenom pridobitve podatkov smo v tej fazi uporabili najprej pošiljanje elektronske pošte s 

povabilom k sodelovanju v raziskavi z osebnim intervjujem ter telefonske klice. Končni 

vzorec vključuje 20 MSP z naslednjo porazdelitvijo: 1) 12 MSP s sedežem v ZAE in 8 MSP s 

sedežem v drugi državi, 2) 10 MSP iz storitvene in 10 MSP iz proizvodne panoge, 3) 14 

malih podjetij ter 6 srednje velikih podjetij. Vzorec vključuje MSP iz 11 različnih panog. Vsi 

intervjuji so bili opravljeni osebno ali z uporabo video klepeta. V tej fazi smo tudi pridobili 

interne in eksterne dokumente podjetij. 

V drugi fazi raziskave smo uporabili analizo vsebine za analizo podatkov, zbranih z intervjuji 

in dokumenti. V okviru vsebinske analize smo uporabili kodiranje za analizo prepisov 

intervjujev in primerjalno analizo s primerjavo rezultatov analize vsebine dokumentov z 

rezultati vsebinske analize intervjujev. 

3.4 Rezultati raziskave 

Podatke, pridobljene z opravljenimi intervjuji ter pridobljenimi dokumenti v drugi fazi 

raziskave, smo obdelali z uporabo kvalitativne metodologije. Tako pridobljene rezultate smo 

razdelili na pet ključnih sklopov: 1) predhodniki in determinante odločitve MSP o vstopu na 

tuje trge, 2) predhodniki in determinante odločitve MSP o izbiri načina vstopa na tuji trg, 3) 

dimenzije razdalje kot moderatorji odločitev MSP glede izbire načina vstopa na tuji trg, 4) 

predhodniki in determinante uspešnosti MSP na tujih trgih ter 5) dimenzije razdalje kot 

moderatorji uspešnosti MSP na tujih trgih. 

Povzetek rezultatov empirične raziskave 

Rezultati raziskave kažejo, da priložnosti in prednosti na tujem trgu predstavljajo 

najpogostejše in najpomembnejše razloge za vstop na tuje trge strani odločevalcev MSP. Do 

podobnih sklepov so prišli tudi drugi raziskovalci (Morschett, Schramm-Klein in Swoboda 

2010; Nisar et al. 2012), vendar je treba poudariti, da je ključni povod teh razlogov vstopa 

vezan na želje rasti podjetja ali preprosto na želje po povečanju prodaje. Čeprav so drugi 

raziskovalci tudi poudarili pomen potencialne rasti podjetja pri odločanju o vstopu na tuje trge 

(Agarwal in Ramaswami 1992; Brouthers 2002: Nisar et al. 2012), želimo na podlagi 

rezultatov opravljene raziskave poudariti razliko med predhodno načrtovanim in 

nenačrtovanim vstopom na tuj trg. Ključna značilnost se je pojavila pri podjetjih, ki so 

vstopila na tuj trg na podlagi povpraševanja po proizvodu ali storitvi, preden je podjetje 

načrtovalo vstopiti na ta trg. V teh primerih so se podjetja odločila za takojšnji vstop preko 

izvoza na podlagi želje za višanje prodaje. Ne glede na to pa so ta podjetja po vstopu 

raziskovala trg z namenom večjega prodora na trg. 

Vezano na teorije omrežij, rezultati raziskave potrjujejo pomen omrežij kot izhodišče za 

internacionalizacijo podjetij (Ruzzier, Hisrich in Antončič 2006) kot tudi, da omrežja 
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predstavljajo enega od ključnih dejavnikov uspešnosti podjetij na tujih trgih (Yoshino in 

Rangan 1995), pri čemer pomagajo podjetjem premostiti institucionalne ovire na tujem trgu 

(Hilmersson 2009). Rezultati raziskave tudi podpirajo argumente Chettyja in Campbella-

Hunta (2003), da imajo v MSP znanje, stališča, motivacija ter druge značilnosti odločevalca 

ključno vlogo pri odločitvi o strategiji internacionalizacije podjetja, prav tako pa tudi trditve 

Laufs in Schwensa (2014), da nekatere od teh značilnosti vplivajo na njihovo raven nadzora, 

tveganja in uporabe virov, kar vpliva na njihovo izbiro o načinu vstopa. Glede na 

konkurenčne prednosti MSP naši rezultati podpirajo tudi argumente Knight in Kima (2009), 

da zaradi omejenosti virov v MSP igrajo kompetence pomembno vlogo pri njihovi odločitvi o 

internacionalizaciji. 

Rezultati raziskave kažejo, da se v večini primerov mala podjetja odločajo za izvoz pri načinu 

vstopa na tuji trg, predvsem z namenom minimizacije stroškov ter tveganj. Z druge strani pa 

srednje-velika podjetja raje izberejo TTN, predvsem brez poslovnih partnerjev z namenom, da 

bi se izognila tveganjem, vezanih na nadzor in kakovost v primeru poslovanja s partnerji. Naši 

rezultati tudi podpirajo argumente Nisarja et al. (2012), da razen finančnih razlogov tudi 

strateški razlogi vplivajo na izbiro načina vstopa na tuji trg, kot so na primer hitrost vstopa, 

povečanje tržnega deleža ter olajšanje mednarodne širitve. 

Glede vloge dimenzij razdalje pri izbiri načina vstopa na tuji trg zaznavanja odločevalcev 

kažejo, da v nekaterih primerih kulturna, psihološka, ekonomska in institucionalna razdalja 

zmerno vplivajo na to odločitev, pri čemer so se odločevalci v 7 primerih odločili, da njihovo 

podjetje potrebuje lokalno prisotnost za uspešno poslovanje na tujem trgu, medtem ko v štirih 

drugih primerih menijo, da te dimenzije razdalje povzročajo povečano zaupanje pri vstopu na 

tuji trg ali nadaljevanju vstopa. 

Na podlagi zaznav odločevalcev MSP naši rezultati raziskave kažejo, da ljudje (menedžerji, 

drugi zaposleni in poslovni partnerji), znanje in izkušnje, omrežja, negovanje odnosov s 

ključnimi strankami ter višja kakovost izdelkov in storitev predstavljajo ključne predhodnike 

in dejavnike uspešnosti podjetij na tujih trgih. Zlasti odnosi s strankami ter kakovost izdelkov 

ali storitev vodijo do ponovnega poslovanja in povečanja prodaje in posledično dobička. 

Na podlagi rezultatov lahko tudi sklepamo, da različne dimenzije razdalje lahko do neke mere 

omejijo uspešnost podjetij, vendar je vpliv značilnosti tujega trga, vključno s kulturo, 

priložnostmi, prednostmi in izzivi, na uspešnost podjetij pomembnejši. 
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4    SKLEP 

Na podlagi rezultatov analize druge faze empiričnega dela smo odgovorili na vseh sedem 

raziskovalnih vprašanj.  

RV 1: Kateri so glavni predhodniki in determinante odločevalcev MSP za izbiro vstopa na tuji 

trg s strani odločevalcev? 

Rezultati empirične raziskave kažejo na rast poslovanja ali preprosto povečanje prodaje kot 

ključne predhodnike odločitve glede vstopa na tuje trge strani odločevalcev MSP. Poleg tega 

rezultati tudi kažejo, da po mnenju odločevalcev MSP le-te v kombinaciji z možnostmi in 

prednostmi, prisotnimi na tujem trgu, predstavljajo ključne dejavnike izbire za vstop na tuj 

trg.  

RV 2: Kateri so glavni predhodniki in determinante odločevalcev MSP za izbiro načina 

vstopa na tuji trg s strani odločevalcev? 

Na podlagi odgovorov odločevalcev MSP med predhodnike in determinante odločitve o izbiri 

načina vstopa na tuji trg sodijo predvsem naslednji: zmanjšanje tveganj in stroškov, izogniti 

se tveganjem, vezanih na sodelovanje s poslovnim partnerjem, preprost izvoz proizvodov oz. 

storitev, koristi, prisotne v primeru prisotnosti na tujem trgu, nasvet poslovnega partnerja, 

prvo naročilo stranke s tujega trga, nezaznavna tveganja, omejene priložnosti na domačem 

trgu, omejitve na tujem trgu ter preprost proces ustanovitve podjetja na tujem trgu. Na podlagi 

drugih rezultatov raziskave med predhodnike in determinante odločitve o izbiri načina vstopa 

na tuji trg sodijo tudi določene konkurenčne prednosti, lokacijske prednosti (predvsem vezane 

na trg ZAE), specifične značilnosti tujega trga, poslovne mreže, internalizacijske prednosti ter 

povezave s strankami.  

RV 3: Kako odločevalci MSP zaznavajo vpliv konkurenčnih prednosti, zmožnosti in omrežij 

na izbiro načina vstopa na tuji trg? 

Rezultati empiričnega dela kažejo, da določene konkurenčne prednosti vplivajo na odločitev 

odločevalcev MSP glede izbire načina vstopa na tuji trg na tri osnovne načine: 

− V večini primerov konkurenčne prednosti vodijo odločevalce do povečanega zaupanja v 

zmožnosti podjetja in možnosti uspeha na tujem trgu. V teh primerih se tudi zmanjšajo 

zaznave tveganj, povečajo se zaznave o predvideni visoki uspešnosti podjetja na tujem 

trgu in se povečajo tudi zaznave glede preprostega procesa vstopa. V teh primerih se 

managerji MSP odločijo za izvoz ali TNN s prisotnostjo poslovnega partnerja ali brez 

partnerja.  
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− V nekaterih primerih konkurenčne prednosti vodijo k odločitvi stopnjevalne strategije 

vstopa. V tem primeru konkurenčne prednosti podpirajo odločitev managerjev MSP glede 

vstopa na tuji trg ob pričakovanju dobre poslovne uspešnosti, medtem ko služijo tudi kot 

strateško orodje prvotnega vstopa preko izvoza, kar vodi do nizkih začetnih stroškov in 

tveganj. Po določenem času, ko podjetje pridobi več znanja na tujem trgu in vzpostavi tam 

prvo bazo strank, podjetje poveča prisotnost na tem trgu z bolj agresivnimi načini, kot je 

na primer ustanovitev hčerinske družbe v popolni lasti na tujem trgu. 

− V nekaterih primerih managerji ocenijo, da je za uspešnost poslovanja potrebna dejanska 

prisotnost na tujem trgu. Z namenom zagotavljanja primernih storitev, hitrejše dobave 

proizvodov in izvajanja storitev, ali izkoristiti trenutno vrzel na trgu managerji ocenijo, da 

je potrebna dejanska prisotnost na tujem trgu, kar vodi do ustanovitve hčerinske družbe v 

popolni lasti na tujem trgu. 

RV 4: Kako odločevalci MSP zaznavajo vpliv kulturne, ekonomske, institucionalne, 

psihološke in geografske razdalje na izbiro načina vstopa na tuji trg? 

Empirični rezultati kažejo na prisotnost vpliva kulturne in drugih dimenzij razdalje s strani 

managerjev MSP na njihovo odločitev načina vstopa na tuji trg. Vendar iz podrobnejše 

analize odgovorov izhaja, da gre v večini primerov za določene značilnosti tujega trga, ne pa 

za razdaljo. Na podlagi tega lahko zaključimo, da značilnosti, priložnosti, prednosti in pretnje 

na tujih trgih vplivajo ali moderirajo odločitev managerjev glede načina vstopa na tuji trg, 

medtem ko so moderacijski dejavniki različnih dimenzij razdalje manj pomembni.  

RV 5: Kateri so glavni predhodniki in determinante poslovne uspešnosti MSP na tujih trgih 

po mnenju odločevalcev MSP? 

Na podlagi odgovorov managerjev MSP med determinante poslovne uspešnosti sodijo 

predvsem naslednje: izkušnje in sposobnosti direktorja oz. prodajalcev na tujem trgu, 

sposobnosti in uspešnost zaposlenih, podpora in uspešnost poslovnega partnerja na tujem 

trgu, poslovne povezave s ključnimi strankami, kakovost proizvodov oz. storitev, znanje in 

izkušnje v panogi in na tujem trgu, stroškovna učinkovitost, izključne pravice distribucije, 

inoviranje, cene, pravočasna dobava, vzdrževanje odnosov s strankami in podpora strankam, 

prisotnost na trgu ZAE ter priložnosti na tujem trgu. Rezultati empirične raziskave kažejo, da 

tudi izbrani način vstopa ter druge konkurenčne prednosti podjetja vodijo k višjim stopnjam 

uspešnosti podjetja. Rezultati tudi kažejo, da nepoznavanje tujega trga, pretnje in drugi izzivi 

na tujem trgu, nesposobni prodajalci, nižje povpraševanje po proizvodih in storitvah od 

pričakovanega ali poslovni partner na tujem trgu z različnimi interesi nižajo uspešnost 

poslovanja na tujem trgu.  
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RV 6: Kako odločevalci MSP zaznavajo vpliv konkurenčnih prednosti, zmožnosti in omrežij 

na poslovno uspešnost podjetja na tujih trgih? 

Na podlagi rezultatov raziskave lahko zaključimo, da odločevalci MSP zaznavajo pozitiven 

vpliv konkurenčnih prednosti na poslovno uspešnost podjetja na tujem trgu, predvsem v 

primeru izključnih pravic distribucije, edinstvenih proizvodov ali storitev, poslovanja v tržni 

niši ter višje ravni kakovosti proizvodov ali storitev. Predvsem višja kakovost običajno vodi k 

večanju zaupanja strank in njihovi zvestobi, kar privede do ponovnih naročil. Rezultati 

raziskave tudi kažejo, da imajo podjetja, ki dobro poslujejo na tujem trgu, v večini primerov 

tudi boljše zmožnosti. Pri tem rezultati kažejo, da močnejše sposobnosti inoviranja lahko 

vodijo do višjih ravni uspešnosti, vendar so rezultati o vplivu mednarodnega trženja ter 

mednarodnega ali izvoznega podjetništva na poslovno uspešnost nedokončni. 

Povezave s ključnimi kupci so izrednega pomena za uspešnost podjetja na tujem trgu, 

predvsem v arabskih državah. Rezultati raziskave tako kažejo, da imajo poslovna omrežja 

pomemben vpliv na uspešnost podjetja na tujem trgu, kjer omrežja vodijo do pridobivanja 

novih kupcev, ponovne prodaje, povečanja prodaje in dobička ter služijo kod podpora 

poslovanju oz. prodaji, lahko pa tudi privedejo do nižje ravni uspešnosti.  

RV 7: Kako odločevalci MSP zaznavajo vpliv kulturne, ekonomske, institucionalne, 

psihološke in geografske razdalje na poslovno uspešnost podjetja na tujih trgih? 

Empirični rezultati kažejo, da večina odločevalcev meni, da razdalja tudi vpliva na uspešnost 

na tujem trgu. Vendar v tem primeru navedene dimenzije razdalje načeloma predstavljajo 

značilnosti tujega trga, ne pa dejanske razdalje. Na podlagi tega lahko zaključimo, da 

značilnosti, priložnosti, prednosti in pretnje na tujih trgih vplivajo ali moderirajo poslovno 

uspešnost na tujih trgih, medtem ko so moderacijski dejavniki različnih dimenzij razdalje 

manj pomembni. 

 



 

197 

APPENDICES 

Appendix 1  Definitions of SME in GCC countries 

Appendix 2  Overview of history, geography, politics and religion in UAE 

Appendix 3  Choice between joint ventures, mergers and acquisitions 

Appendix 4 Measures of management satisfaction with export performance 

Appendix 5  Measures of export performance 

Appendix 6  Overview of network theories 

Appendix 7  Main distance dimensions 

Appendix 8 Four main groups of cultural distance measures 

Appendix 9  Measures of psychic distance 

Appendix 10  Questionnaire 

Appendix 11  Measures used in the research 

Appendix 12  Reasons for low response rates to surveys 

Appendix 13  Activities executed to gather answers from SMEs  

Appendix 14  Overview of completed questionnaires 

Appendix 15  Industries of respondents’ SMEs 

Appendix 16  Company size impact on market entry mode choice 

Appendix 17  Cultural distance and geographic distance role in market entry mode choice 

Appendix 18  Performance comparison between service and manufacturing SMEs 

Appendix 19  Final set of key interview questions 

Appendix 20  Detailed schedule of conducted interviews 

Appendix 21  Attribute codes 

Appendix 22  Index codes 

Appendix 23  Codebook 

Appendix 24  Motives impact on market entry mode choice 

Appendix 25  Ownership advantages of participating SMEs 

Appendix 26  Firm performance of participating SMEs 





Appendix 1 

 

DEFINITIONS OF SME IN GCC COUNTRIES 

In below table are shown the definitions of SME present in all GCC countries. 

 

Country Micro Small Medium-sized Source 

Bahrain 
Up to 10 

employees 

11 to 50 

employees 

51 to 150 

employees 

The Ministry of 

Commerce and Industry  

Kuwait / 

Up to 

150,000 

Kuwaiti 

Dinar 

150,000 to 

500,000 

Kuwaiti Dinar 

The Kuwait Small 

Projects Development 

Company 

Oman 

Up to 5 

employees 

6 to 20 

employees 

21 to 100 

employees 

Omani Ministry of 

National Economy 

/ 
Up to 10 

workers 

11 to 50 

workers 

Ministry of Commerce 

and Industry 

Qatar There seems to be no consensual definition of SME in Qatar 

Kingdom 

of Saudi 

Arabia 

/ 
Less than 60 

employees 

60 to less than 

100 employees 

The Saudi Arabian 

General Investment 

Authority 

/ 

Less than 5 

million Saudi 

Riyals of 

capital 

Between 5 and 

20 million 

Saudi Riyals of 

capital 

According to other 

bodies in Saudi Arabia 

UAE There is no consensual definition of SME the UAE 

 

Source: Ashoor 2013, 14-19. 
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OVERVIEW OF HISTORY, GEOGRAPHY, POLITICS AND RELIGION IN UAE 

Below we provide a brief overview of the UAE’s historical, geographical, and political 

background, as well as its official religion—Islam.  

UAE’s Historical Overview 

The history of the region where the current territory of the UAE is located can be traced back 

to 6,000 B.C., when the area and its surroundings was referred to merely as the Arabian 

Peninsula. The earliest evidence of ancient civilisations present in this region can be dated 

back to the Neolithic or Palaeolithic Ages (6,000 B.C. to 3,500 B.C.). Following that, other 

evidence of this ancient civilisation can be dated back to the Bronze Age (3,200 B.C. to 1,300 

B.C.) and up to the end of the Iron Age (1,300 B.C. to 300 B.C.), when archaeological 

findings show the emergence of the first use of irrigation systems for groundwater extraction 

(UAE Government 2016). 

Centuries later, in 630 A.D., Islam was introduced into the territory of the UAE, when 

Prophet Muhammad’s envoys arrived in the area, following the conquest of Mecca. Islamic 

civilisation in the Gulf region proceded to flourish from 661 A.D. until 1258 A.D. In this 

period, sea trade between the region and South-East Asia and West Africa coast prospered. 

After the fall of Al-Andalus (Islamic Spain in 1492), Europeans started to take interest in the 

region, especially along the sea routes leading to South East Asian commercial areas. Soon 

after, in the 17th century, powers from Western Europe made advances into the region; in 

particular the Portuguese, followed by the British in the 18th century (UAE Government 

2016).  

Following the defeat of the Qawasim of the Huwalah tribe in 1820, the sheikhs of the 

individual emirates present in the territory signed a series of agreements with the British. 

Based on these agreements, the emirates were not allowed to enter into relationships with 

other foreign countries. In return, the British promised to protect the region from sea and land 

attacks. Over a century later, in 1968, “the British announced their intention to withdraw from 

the Arabian Gulf” (UAE Government 2016). 

After this announcement, His Highness Sheikh Zayed bin Sultan Al Nahyan, Ruler of the 

Emirate of Abu Dhabi, established closer ties with the other emirates and, together with His 

Highness Sheikh Rashid bin Saeed Al Maktoum, Ruler of the Emirate of Dubai, called for a 

federation to include the seven emirates, as well as Qatar and Bahrain. The emirates of Abu 

Dhabi, Dubai, Sharjah, Umm Al Quwain, Fujairah and Ajman agreed to the federation, which 

was then formally established on 2nd December 1971 as the United Arab Emirates. Two 

months later, on 10th February 1972, Ras Al Khaimah became the seventh emirate to join the 

federation (UAE Government 2016). 
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UAE’s Geographical Overview 

The UAE is located on the Eastern coast of the Arabian Peninsula and is bordered by the 

Arabian Gulf on the North, the Gulf of Oman and the Sultanate of Oman to the East, and by 

the Kingdom of Saudi Arabia to the South and West (Dubai Chamber 2015; UAE 

Government 2016). The UAE total area is around 83,600 square kilometres (excluding small 

dependent island) (Dubai Chamber 2015), of which the Emirate of Abu Dhabi covers 87% of 

the total UAE landmass (UAE Government 2016). 

The UAE climate is characterised by arid desert, with average annual rainfall of less than 120 

mm on the coast, but cooler in the eastern mountains where the annual rainfall can reach 350 

mm. Vast sand deserts with sand dunes, oases, marshes, mangroves and salt pans are present 

in the UAE, with Hajar Mountains running along the eastern border, complemented by 

valleys, which they call ‘wadis’ in Arabic and which flourish with brooks and pools when it 

rains (UAE Government 2016). UAE’s main natural resources are oil and gas, of which more 

than 90% are located in the Emirate of Abu Dhabi (UAE Government 2016). 

Politics in UAE 

The UAE is a Federal Sovereign State that consists of seven emirates: Abu Dhabi, Dubai, 

Sharjah, Ajman, Umm Al Quwain, Fujairah, and Ras Al Khaimah (Dubai Chamber 2015, 

UAE Government 2016). His Highness Sheikh Khalifa bin Zayed Al Nahyan has been the 

UAE President and Ruler of the Emirate of Abu Dhabi since 2004, while His Highness 

Sheikh Mohammed bin Rashid Al Maktoum has been the UAE Vice President, Prime 

Minister, and Ruler of the Emirate of Dubai since 2006. The rulers of the other five Emirates 

are: His Highness Dr Sheikh Sultan bin Mohammed Al Qasimi (Sharjah); His Highness 

Sheikh Humaid bin Rashid Al Nuaimi (Ajman); His Highness Sheikh Saud bin Rashid Al 

Mu'alla (Umm Al Quwain); His Highness Sheikh Saud bin Saqr Al Qasimi (Ras Al 

Khaimah); and His Highness Sheikh Hamad bin Mohammed Al Sharqi (Fujairah) (UAE 

Government 2016). The Supreme Council is the highest political authority in the UAE and 

consists of all the seven Emirates’ rulers, while the Federal National Council is the Legislative 

Council (Parliament) for the UAE and consists of representatives from each Emirate (Dubai 

Chamber 2015). 

The UAE is the 18th member of the Arab League, having joined on 2nd December 1971, and 

has also been a member of the United Nations Security Council since 9th December 1971. In 

1981, the UAE, the Kingdom of Bahrain, the Kingdom of Saudi Arabia, the State of Kuwait, 

the State of Qatar, and the Sultanate of Oman co-founded the Gulf Cooperation Council 

(GCC) (UAE Government 2016). The UAE is also member of “the AGCC, the United 

Nations, the World Bank for Reconstruction and Development, the International Monetary 

Fund and many other international organizations such as the International Labour 



Appendix 2 

 

Organization, the United Nation Educational, Scientific and Cultural Organization, the 

International Organization for Industrial Development, the World Health Organization,” the 

Organization of Petroleum Exporting Countries (OPEC), the Organization of Arab Petroleum 

Exporting Countries (OAPEC)” and many others (Dubai Chamber 2015). 

Religion in UAE 

The official religion of the UAE is Islam, although the practice of other, non-Islamic religious 

beliefs is allowed (Embassy of the UAE 2016; Lawes 2014; UAE Government 2016). With 

over 1 billion followers, Islam is the world’s second largest religion (after Christianity) (BBC 

2016), and its origin is dated back to the seventh century A.D. in Mecca, in present day Saudi 

Arabia, having been revealed to humanity by God’s last prophet, Muhammad (BBC 2016; 

Nydell 2014). People who follow the religion of Islam are called Muslims and they believe in 

only one God, which in Arabic is called Allah (BBC 2016). 

Prophet Muhammad’s revelations from Allah, which were revealed over a period of 22 years, 

are incorporated into Islam's holy book, the Qur’an (The Recitations), and provide a complete 

code of interpersonal relations for Muslims. Apart from personal/private relations, the Qur’an 

also provides guidelines on how to conduct business, economic principles, laws and 

government, and other topics. It is both a religious text and also a legal code (Nydell 2014). 

As such, Muslims base their laws on the Qur’an (BBC 2016). 

The religion of Islam is based upon five pillars (BBC 2016; Embassy of the UAE 2016; 

Nydell 2014): 

− Reciting the declaration of faith, where Muslims recite that Allah is the only God and 

Muhammad is His messenger (prophet); 

− Praying five times daily, at dawn, noon, afternoon, sunset, and night, facing in the 

direction of the Kaaba in Mecca. However, prayer times vary a little every day as they 

depend on the earth's positioning with the sun. A call to prayer broadcast from the 

minaret of a mosque reminds Muslims when to pray. A communal noon prayer takes 

place on Fridays in the mosque, attended by men, and includes a sermon. 

− Giving charity to the needy, in the form of religious offerings to the poor and the 

community, amounting to 2.5 percent of a Muslim's annual income (after basic 

expenses). 

− Fasting during the holy month of Ramadan, which is the ninth month of the Islamic 

calendar year.  

− Pilgrimage to Mecca at least once during a Muslim's lifetime, which is the most 

important religious experience for many Muslims. During the Hajj pilgrimage, Muslims 

from all over the world gather once a year in the Mecca and Medina area in the Kingdom 

of Saudi Arabia, during the twelfth month of the Islamic year. 
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In the Islamic religion, the mosque is the building where Muslims worship and pray. 

Nowadays, the call to prayer from the mosque is transmitted through loudspeakers and its 

purpose is to inform everyone that it is time to pray (Lawes 2014). Outside each mosque is a 

place for worshippers to leave their shoes, and there is also a dedicated place for them to 

perform their ritual ablutions, which are required before prayer. The main hall of the mosque 

is a large room devoid of any furniture, where everyone sits on the floor and has equal status. 

There are also no statues or paintings in the mosque, as Muslims believe that there can be no 

image of Allah as He is a holy spirit (BBC 2016). 

Every year, during the ninth month of the Islamic lunar calendar year, Muslims observe a 

month of fasting, which is called Ramadan (BBC 2016; Nydell 2014). This is important 

predominantly because the Qur’an was first revealed during this month, when the gates of 

Heaven are open and the gates of Hell are closed, and the devils are chained up (BBC 2016). 

During Ramadan, Muslims fast between sunrise and sunset, and therefore eating, drinking, or 

smoking in public is not allowed during daylight hours (BBC 2016; Embassy of the UAE 

2016; Lawes 2014; Nydell 2014), although food will be available at hotels for non-Muslim 

guests. (Embassy of the UAE 2016). The purpose of fasting during Ramadan is to experience 

deprivation and hunger, and also to perform acts of humility and faith (Nydell 2014), 

increasing self-control in terms of food, sleep, sexual relations, and the use of time (BBC 

2016). 

During Ramadan, two meals are consumed each night, when Muslims break their fasts with 

their families and friends. The meal before sunrise is called suhour, while the one directly 

after sunset is called iftar. Every evening during Ramadan, the fast is broken after sunset with 

the iftar prayer, followed by a large iftar meal, served as an iftar buffet in many restaurants, 

where non-Muslim residents can also take part in festivities (Embassy of the UAE 2016; 

Lawes 2014). There are also night prayers called taraweeh prayers, which are highly 

recommended during Ramadan, when mosques are filled with worshippers who attend these 

prayers from one and a half to two hours (BBC 2016). 

The holy month of Ramadan also brings a festive atmosphere, with shorter working hours, 

changes in shop opening and closing times, activities taking place late at night, and iftar meals 

shared with families and friends (Nydell 2014). At the end of Ramadan, a very important 

holiday for Muslims takes place called Eid al Fitr. To celebrate this occasion, Muslims buy 

new clothes, home decorations, fragrances, furniture, and many other things. For this 

occasion, streets, shops and malls in the UAE are illuminated with decorative lighting and Eid 

greetings, such as Eid Mubarak, creating a festive and joyful atmosphere in every city (Abu 

Dhabi e-Government Gateway 2017). 
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CHOICE BETWEEN JOINT VENTURES, MERGERS AND ACQUISITIONS 

When firms need to choose between JVs, mergers and acquisition, they need to consider five 

main aspects: 

− Transaction costs. In the case of acquisitions, transaction costs are usually higher 

compared to the costs incurred by a firm choosing to enter into a JV. This is of particular 

relevance in cases when the target firm and the acquiring firm belong to different 

industries. However, when the two firms operate in the same industry, the transaction 

costs will be lower, thus acquisition will be the expected choice (Balakrishnan and Koza 

1991; Hennart and Reddy 1997). Similarly, Hennart and Reddy (1997) argue that when 

the investing firm is planning to combine its competencies with the foreign market’s local 

inputs, and both are subject to high transaction costs, the firm will choose a JV. However, 

in cases where the two (or more) firms with complementary inputs are simultaneously 

failing, they will prefer a merger to a JV (Hennart and Reddy 1997). 

− Indivisibilities. The acquiring firm will prefer an acquisition over a JV in cases where the 

assets the firm needs are not combined with non-desired assets, however, when the 

desired assets cannot be disentangled from the unnecessary assets, the firm will prefer to 

enter into a JV (Hennart and Reddy 1997).  

− Management costs. Integrating employees from an acquired firm may be difficult, 

especially in case of high levels of CD between the acquiring and the acquired firm 

(Jemison and Sitkin 1986). Thus, the investing firm will favour a JV, leaving the 

management of employees to the local partner (Kogut and Singh 1988), especially when 

the investing firm is inexperienced in managing employees from the foreign market, or 

when the firm is investing in a different industry from its core one (Hennart and Reddy 

1997).  

− Difficulties in assessing the value of the target firm. The inability of the investing firm to 

properly assess the actual value of the potentially acquired firm, based on little 

knowledge of the firm business or their operations in different industries, will probably 

lead the investing firm to prefer a JV over an acquisition (Balakrishnan and Koza 1991; 

Chang and Rosenzweig 2001; Hennart and Reddy 1997; Tang and Liu 2011).  

− Governmental and institutional barriers. In cases where the foreign country bans 

acquisitions by foreign firms in some or all sectors, or when the foreign acquisitions are 

made difficult by certain legal restrictions (Hennart and Reddy 1997), investing firms will 

be required to choose a JV or other strategic alliance mode of market entry. 
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MEASURES OF MANAGEMENT SATISFACTION WITH EXPORT 

PERFORMANCE 

In below table we provide an overview of the main measures of management satisfaction with 

export performance used in the reviewed literature. 

Measure Authors Measurement 

Satisfaction with (overall) 

export venture 

performance 

Katsikeas, Leonidou and Morgan (2000); 

Lages, Lages and Lages (2005); Lages, 

Jap and Griffith (2008); Zou, Taylor and 

Osland (1998); Wang and Olsen (2002) 

5-point scale; 

7-point scale 

Satisfaction with the 

success of the export 

venture 

Katsikeas, Leonidou and Morgan (2000); 

Lages, Lages and Lages (2005); Lages, 

Jap and Griffith (2008); Zahra, Neubaum 

and Huse (1997); Zou, Taylor and 

Osland (1998) 

5-point scale  

Satisfaction with export 

venture in meeting 

expectations objectives 

Katsikeas, Leonidou and Morgan (2000); 

Lages, Lages and Lages (2005); Lages, 

Jap and Griffith (2008); Zou, Taylor and 

Osland (1998) 

5-point scale  

Satisfaction with export 

sales volume 

Akyol and Akehurst (2003); Cadogan et 

al. (2002); Lages, Jap and Griffith 

(2008); Wang and Olsen (2002) 

5-point scale; 

7-point scale 

Satisfaction with market 

share 

Akyol and Akehurst (2003); Cadogan et 

al. (2002); Lages, Jap and Griffith (2008) 

5-point scale; 

7-point scale 

Satisfaction with export 

profitability 

Cadogan et al. (2002); Lages, Jap and 

Griffith (2008); Wang and Olsen (2002) 

5-point scale; 

7-point scale 

Satisfaction with the rate 

of new export market entry 

Akyol and Akehurst (2003); Cadogan et 

al. (2002) 

5-point scale; 

7-point scale 

Satisfaction with the 

export venture in 

outperforming its key 

competitors in exporting 

Zahra, Neubaum and Huse (1997); 5-point scale 

Satisfaction with the 

export venture in making 

progress in its exporting 

activities 

Zahra, Neubaum and Huse (1997); 5-point scale 
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MEASURES OF EXPORT PERFORMANCE 

In below table we provide an overview of the main measures of export performance used in 

the reviewed literature, excluding management satisfaction measures. 

Measure Authors Measurement 

Export intensity 

Chiao et al. (2006); Geringer, 

Tallman and Olsen (2000); 

Lages, Jap and Griffith 

(2008); Sousa (2004) 

% of exports compared 

to the firm’s total sales 

and profits 

Export sales Akyol and Akehurst (2003) 
Total export sales 

volume 

Growth in export sales 
Akyol and Akehurst (2003); 

Cadogan et al. (2002) 

% change in sales over 

the last three years 

Export sales volume compared 

to competitors 
Akyol and Akehurst (2003) 5-point scale 

Export market share compared 

to competitors 
Akyol and Akehurst (2003) 5-point scale 

Rate of new export market 

entry compared to competitors 
Akyol and Akehurst (2003) 5-point scale 

Overall export performance 
Akyol and Akehurst (2003); 

Cadogan et al. (2002) 

5-point scale; 7-point 

scale 
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OVERVIEW OF NETWORK THEORIES 

Below is a summary of the network theories highlighted by Hosseini and Dadfar (2012):  

− Networking Theories, which include: 

− IMP Interaction Model. Designed by Håkansson in 1982, this model focuses on three 

elements of interaction: Actors (supplier and buyer); Atmosphere (microelements 

that affect the dyads of cooperative companies); and Environment (macro elements 

that influence an interaction) (Håkansson 1982; Hosseini and Dadfar 2012).  

− ARA-Model. This model was introduced by Håkansson and Johanson in 1992 and 

includes three main elements in its first layer: Actors (firms or individuals who 

control resources and create value through their transformation); Activities 

(performed in the network and linked to each other); and Resources (used in the 

network, including the patterns of adaptation between them). The subsequent second 

layer deals with analysing the network relationships based on activity links, resource 

ties, and actor bounds (Anderson et al. 1994; Håkansson and Johanson 1992; 

Hosseini and Dadfar 2012).  

− Network Embeddedness Model. Developed by Halinen and Törnroos in 1998, the 

Network Embeddedness Model defines six types of embeddedness characteristic of 

business networks, temporal embeddedness, spatial embeddedness, social 

embeddedness, political embeddedness, market embeddedness, and technological 

embeddedness.  

− Network Mapping Technique. The Network Mapping Technique is aimed at 

designing maps of a specific actor present in a business network at different points of 

time, before comparing them to analyse a specific actor’s target behaviour (Hosseini 

and Dadfar 2012).  

− Internationalisation Theories, which include: 

− Revised Uppsala Model. This model emerged as Johanson and Vahlne (2009) revised 

their previous internationalisation model through the application of a business 

network perspective. The model has two main parts: state variables, which refer to 

long-term variables that facilitate internationalisation (including knowledge, 

opportunities, and network position), and change variables, which point to short-term 

variables or daily activities that support them (relationship commitment decision, 

learning and creating) (Hosseini and Dadfar 2012; Johanson and Vahlne 2009). 

− Network-based Internationalisation Approach. Developed by Johanson and Mattsson 

(1988), this model explains a firm's internationalisation by considering their 

environment as a market and business network.  
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MAIN DISTANCE DIMENSIONS 

In relevant IB literature six main distance dimensions are defined and studied, as summarised 

in the table below. 

Concept Definition Authors 

Geographic 

Distance 

GD mainly represents the 

physical distance between 

countries, but also considers 

the presence of a common 

land border, topographic 

characteristics, differences 

in time zones, differences in 

climate, access to 

seas/oceans, and 

transportation and 

communication 

infrastructure, among other 

characteristics. 

Anderson 1979; Arora and Fosfuri 2000; 

Berry, Guillén and Zhou 2010; Cantwell 

et al. 2010; Chen 2004; Cuervo-Cazurra 

2006; Em 2011; Delios and Henisz 2003; 

Doh, Bunyaratavej and Hahn 2009; Dow 

and Karunaratna 2006; Frost and Zhou 

2005; Ghemawat 2001; Grosse and 

Treviño 1996; Madhavan and Iriyama 

2009; Ojala 2015; Rose and Ito 2008; 

Verbeke 2013; Werner and Brouthers 

2002; Wolf and Weinschrott 1973; Zhou, 

Barnes and Lu 2010 

Cultural 

Distance 

CD results from differences 

in national cultural 

attributes, such as language, 

religious beliefs, social 

norms, and values. 

Chen and Hu 2002; Drogendijk and 

Slangen 2006; Em 2011; Gatignon and 

Anderson 1988; Ghemawat 2001; 

Harzing and Pudelko 2016; Hofstede 

1980; Kogut and Singh 1988; Ojala 2015; 

Shenkar 2001; Schwartz 1994; Sousa and 

Bradley 2006; Trompenaars and 

Hampden-Turner 1997; Verbeke 2013; 

Werner 2002 

Psychic 

Distance 

PD is based on an 

individual’s perception of 

the differences in culture, 

business, and other national 

characteristics. 

Avloniti et al. 2014; Beckerman 1956; 

Dow and Karunaratna 2006; Em 2011; 

Evans and Mavondo 2002; Håkanson and 

Ambos 2010; Hofstede 2006; House et al. 

2004; Johanson and Vahlne 1977; Kogut 

and Singh 1988; Nebus and Chai 2014; 

Nördström and Vahlne 1994; O’Grady 

and Lane 1996; Ojala 2015; Shi 2011; 

Sousa and Lages 2011; Swift 1999 
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Concept Definition Authors 

Institutional 

Distance 

ID reflects differences in 

societal institutions. 

Dikova, Sahib and van Witteloostuijn 

2010; Em 2011; Ferner, Almond and 

Colling 2005; Gubbi et al. 2010; Guler an 

Gullién 2010; Ionaşcu, Meyer and Estrin 

2004; Jackson and Deeg 2008; Jansson, 

Hilmersson and Sandberg 2009; Jensen 

and Szulanski 2004; Kostova and Roth 

2002; Kostova and Zaheer 1999; Scott 

2001; Verbeke 2013; Zander and Zander 

2010 

Economic 

Distance 

ED represents differences in 

consumer wealth, income 

level and distribution, as 

well as infrastructure 

characteristics, the cost and 

quality of natural, financial 

and human resources, and 

prevailing business 

practices. 

Barro 1991; Conley and Ligon 2002; 

Chua 1993; Fisher et al. 2015; Ghemawat 

2001; Huges 2006; Mazurek 2012; 

Moreno and Trehan 1997; Takeda and 

Uchida 2009; Tao, Zhanmiug and 

Xiaoguang 2013; Verbeke 2013 

Administrative 

Distance 

AD reflects differences in 

bureaucratic patterns. 

Berry, Guillén and Zhou 2010; Bröcker 

anf Rohweder 1990; Ghemawat 2001; 

Guillén and Suárez 2005; Kuo and Fang 

2009; La Porta et al. 1998; Tulder 2010; 

Wolf and Weinschrott 1973 
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FOUR MAIN GROUPS OF CULTURAL DISTANCE MEASURES 

Hofstede’s Four Cultural Dimensions 

Based on his research, Hofstede (1980) identified four dimensions of CD:  

− Power distance: Refers to the extent to which people believe and accept that power and 

status are distributed unequally; 

− Uncertainty avoidance: Refers to the extent to which people are threatened by uncertain, 

unknown, or unstructured situations; 

− Individualism and collectivism: Refer to the degree to which a society emphasises the 

role of the individual as opposed to that of the group; 

− Masculinity and femininity: Refer to the extent to which a society emphasises traditional 

masculine values such as competitiveness, assertiveness, achievement, ambition, and high 

earnings, as opposed to feminine values such as nurturing, helping others, putting 

relationships with people before money, not showing off, and prioritising quality of life. 

Kogut and Singh’s Composite Index 

Using Hofstede’s primary four cultural dimensions, Kogut and Singh (1988) formed a 

composite index to measure CD based on the deviation along each of the four cultural 

dimensions of each country from the United States ranking. These deviations have been then 

corrected for differences in the variances of each dimension, arithmetically averaged and 

algebraically built as follows: 

 

In the equation above, Iij stands for the index for the ith cultural dimension and jth country, Vi 

is the variance of the index of the ith dimension, u indicates the United States, and CDj is the 

cultural difference of the jth country from the United States (Kogut and Singh 1988). 

Schwartz’s Seven Value Dimensions 

Based on his survey, Schwartz (1992) identified seven dimensions from an exhaustive set of 

56 individual values recognised across cultures, covering ‘all’ value dimensions that explain 

inter-country cultural variation. Schwartz’s (1994) seven dimensions include:  

− Conservatism: Refers to a culture’s emphasis on maintaining the status quo, propriety and 

restraining actions, or desires that may disrupt the solidarity of the group or traditional 

order; 
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− Intellectual autonomy: Refers to the extent to which people are free to independently 

pursue their own ideas and intellectual tendencies; 

− Affective autonomy: Refers to the extent to which people are free to independently pursue 

their own affective desires; 

− Hierarchy: Denotes the extent to which it is legitimate to distribute power, roles, and 

resources unequally; 

− Egalitarian commitment: Refers to the extent to which people are inclined to voluntarily 

put aside selfish interests to promote the welfare of others; 

− Mastery: Expresses the importance of getting ahead by being self-assertive; 

− Harmony: Denotes the importance of fitting harmoniously into the environment. 

Trompenaars and Hampden-Turner’s Cultural Dimensions 

Trompenaars and Hampden-Turner (1997) provide another measure of CD with their seven 

dimensions of culture, based on a 10-year long research project on preferences and values of 

people in dozens of cultures around the world. Based on their study, the authors concluded 

that people from various cultures differ from one another, specifically in across the following 

seven dimensions:  

− Universalism vs. particularism (rules vs. relationships); 

− Communitarianism vs. individualism (the group vs. the individual); 

− Neutral vs. emotional (the range of feelings expressed); 

− Diffuse vs. specific (the rang of involvement); 

− Achievement vs. ascription (how status is accorded); 

− Sequential time vs. synchronous time (the relative importance cultures gives to the 

past/present/future and their approach to structuring time); 

− Internal direction vs. outer direction (internal mechanistic view of nature vs. organic 

view of nature). 
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MEASURES OF PSYCHIC DISTANCE 

Various measures of PD have been used in studies, of which the most commonly used by 

researchers include: 

− Ronen and Shenkar’s (1985) ten psychic zones. This is one of the most commonly used 

measures of PD, including: Anglo, Germanic, Nordic, Latin European, Latin American, 

Near East, Far East, Arab, and independent countries. However, as pointed out by 

Trabold (2002), this classification has several drawbacks, including the fact that not all 

countries are included, as well as assuming that there is no distance within the clusters 

identified (Shenkar 2001). 

− The GLOBE (Global Leadership and Organisational Behaviour Effectiveness) project 

developed by House et al. (2004) is another measure of PD, its analysis reporting nine 

country-level dimensions of societal culture, including: performance orientation, future 

orientation, gender egalitarianism, assertiveness, institutional collectivism, in-group 

collectivism, power distance, humane orientation, and uncertainty avoidance. However, 

the GLOBE project has received considerable criticism from Hofstede (2006), who 

claims, among others, that it is a reproduction of his cultural dimensions; assumes that 

respondents have the capacity to compare the culture of their societies with other 

societies; and focuses on the psycho-logic of the authors rather than eco-logic. In 

addition, Shi (2011) highlighted methodological issues of the GLOBE study, among 

others, the fact that it is theory-driven and based on extensive academic literature. 

− Dow and Karunaratna’s (2006) psychic distance stimuli. Based on Johanson and Vahlne’s 

(1977) factors of PD (language, religion, education, political systems, and industrial 

development), Dow and Karunaratna constructed a measure that incorporates these five 

different elements. Based on these indicators the authors generated a wide database of 

almost 15,000 country pairs, providing a set of scales that can be used for a variety of 

managerial issues related to IB, MEM choice, and firm performance. Dow and 

Karunaratna (2006) measure PD stimuli simply by adding the Kogut and Singh (1988) 

values. This approach has been recently criticised by Gerschewski (2013), who argues 

that Dow and Karunaratna’s use of the Kogut and Singh’s (1988) values is not 

appropriate. 

− Håkanson and Ambos’ (2010) perceived psychic distance, which is based on a large-scale 

survey resulting in an index that incorporates perceived PD between 25 countries. In the 

development of their measure, the authors focus on geographical, linguistic, political, and 

economic variations, for which they provide evidence indicating that the greater these 

variations are, the greater the perceived PD between them. However, contrary to Dow 

and Karunaratna’s (2006) measure of PD, Håkanson and Ambos do not investigate the 

importance of religion on a country’s cultural identity.  

− Nebus and Chai's (2014) knowledge and context-based model of psychic distance looks at 

dimensions including a manager’s awareness, perceptions, and understanding of the 

decision-making process. In their model, Nebus and Chai (2014, 14) emphasise the 
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importance of ‘context’, which can be regional, national, subnational, or even local. 

Under the context dimension they include the domains of geography, technology, 

business, and institutions. In this construct, the authors place the manager at the front and 

centre, considering his (or her) decision-making and its outcomes, the foreign 

environment, as well as managerial experience, biases, and knowledge as part of the 

assessment of the foreign environment elements (Nebus and Chai 2014). Due to the very 

recent nature of this PD measure, there are not sufficient research studies in the literature 

to offer insights into its reliability or effectiveness (Avloniti et al. 2014). 

− Perceptions of distance based on the use of Likert scales. Evans and Mavondo (2002) 

suggest that only by fully measuring individual elements, including language, economic 

environment, political and legal systems, industry structure, national culture, and business 

practices, can we really reveal the explanatory power of PD. To measure CD, the authors 

used Hofstede’s (1983, 1991) five dimensions of national culture in order to capture 

general aspects of a country’s values and attitudes, which were then adapted to capture 

the perception of differences between a respondent’s home and host country. The authors 

also developed new measures for legal and political environments, economic 

environments, market structures, business practices, and language, which were based on 

IB and retailing literature. For the measurement, they used a seven-point Likert scale, 

where respondents were asked to indicate the degree to which the foreign market was 

similar or different to the home market. 
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QUESTIONNAIRE 

(Compiled online) 

SECTION 1 

Please answer the following questions related to your demographic details.  

 

1. Your nationality: Select Country  

2. Education degree: 

 Primary School Education  

 Secondary School Education  

 Bachelor's degree or Vocational Degree 

 MBA/Master's Degree 

 PhD / DBA 

3. Job title:  

 Owner 

 President, Chairman, CEO, Vice President, CFO or similar 

 Director 

 Department Head 

 Manager 

 Executive 

 Other (please specify): _______________________ 

4. Department:  

 Operations 

 Accounting and Finance 

 Business Development and Sales 

 Marketing 

 Human Resources  

 Administration 

 IT 

 Research and Development 

 Purchasing 

 Production 

 Other (please specify): _______________________ 

5. Years of work experience:  

 Less than 5 years 

 5 to 9 years 

 10 to 14 years 
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 15 to 19 years 

 20 to 25 years 

 Over 25 years 

6. Your location: 

 Headquarters in UAE  

 Subsidiary / Branch in UAE 

 Headquarters in another country (not UAE) 

 Subsidiary / Branch in another country (not UAE)  

7. What is your role in the decision-making process of the company related to 

internationalisation? 

 I am the decision-maker for new market entry strategies 

 I advise / propose strategies for new market entries to the decision-maker 

 I provide information about the new market we want to enter 

 I am involved in the execution process of new market entry 

 I am not directly involved in new market entries 

SECTION 2 

Thank you. Now, please answer the following questions related to the company’s main 

details. 

1. How many subsidiaries does your company have worldwide?  

 0  

 1 

 2-4 

 5-10 

 11-20 

 More than 20 

2. What is your company’s main activity? Please select only one option, based on the 

main company activity.  

 Providing services  

 Manufacturing goods 

3. Please select the main industry group in which your company operates. 

 Automobiles and Components 

 Banks  

 Capital Goods (aerospace and defence, building products, construction and 

engineering…) 
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 Commercial and Professional Services (human resources, office services, security 

and alarm services…) 

 Consumer Durables and Apparel (consumer electronics, home furnishings, textile, 

apparel, luxury goods, footwear…) 

 Consumer Services (hotels, restaurants, leisure) 

 Diversified Financials 

 Energy (energy, oil and gas) 

 Food and Stables Retailing (drug retails, food distributors, hypermarkets…) 

 Food, Beverage and Tobacco 

 Health Care Equipment and Services (health care equipment and supplies, health 

care facilities…) 

 Household and Personal Products 

 Insurance 

 Materials (chemicals, construction materials, metals, mining, paper…) 

 Media (advertising, broadcasting, movies and entertainment, publishing…) 

 Pharmaceuticals, Biotechnology and Life Sciences 

 Real Estate 

 Retailing (distributors, department stores, other retail) 

 Semi-conductors and Semiconductor Equipment 

 Software and Services 

 Technology Hardware and Equipment 

 Telecommunication Services 

 Transportation (air freight and logistics, airlines, marine, road and rail…) 

 Utilities 

 Other (please specify): _______________________________________ 

4. Number of employees in the UAE subsidiary: 

 1-9 employees  

 10-50 employees  

 51-100 employees  

 101-250 employees 

 251-1000 employees  

 More than 1000 employees  

5. Number of employees in headquarters outside the UAE: 

 1-9 employees  

 10-50 employees  

 51-100 employees  

 101-250 employees 

 251-1000 employees  

 More than 1000 employees  
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6. Please select the ownership status of the UAE subsidiary. 

 100% foreign ownership (non-UAE ownership) 

 51-99% foreign equity stake 

 10-50% foreign equity stake 

 1-9% foreign equity stake 

 Full local (UAE) ownership – no foreign equity stake 

7. In which year was the Headquarters company established? ________ 

8. Headquarters location: Country selection 

9. After how many years of operation did your company start entering foreign markets 

(not considering exporting)? 

 Less than 1 year 

 Between 1 and 2 years 

 Between 3 and 5 years 

 Between 6 and 10 years 

 More than 10 years 

10. In which year was the UAE subsidiary established or acquired? ________ 

11. Please indicate the legal / organisational form of the UAE subsidiary: 

 Sole proprietorship 

 Partnership 

 Family owned business 

 Limited partnership 

 Limited Liability Company (LLC) 

 Corporation 

 Cooperative 

 Other (please specify): _________________________________ 

12. Location of another similar subsidiary (in terms of size and activity) established or 

acquired between 2000 and 2015 (please choose only one subsidiary):  

 There is no other subsidiary  

 A similar subsidiary is located in: Country selection  

SECTION 3 

Thank you. Now, please answer the following questions related to your company’s UAE 

market entry strategy. 

 

1. Which were the main motives for your company entering the UAE market? Please 

select up to three most relevant motives. 
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 Tax benefits in the UAE market 

 Resource seeking: looking to acquire specific resources at a lower cost than in our 

domestic market 

 Market seeking: looking to supply our products / services in another suitable 

market 

 Achieve profit and growth goals 

 Supply our unique / competitive product 

 Opportunities in the UAE market 

 Achieve economies of scale 

 Non-marketable asset seeking: looking to acquire assets in this market that we 

could not transfer to our domestic market (e.g. learning, experience, intellectual 

property) 

 Competitive pressure in our domestic market 

 Small and saturated domestic market 

 Overproduction / excess capacity 

 Proximity to international customers 

 Proximity to international suppliers 

 Proximity to international competitors 

 Other: _______________________________________ 

 

2. Please, indicate which market entry mode was used by your company to establish the 

current subsidiary in the UAE. 

 Foreign Direct Investment / Greenfield Investment  

 Merger or Acquisition 

 Licensing or Franchising 

 Strategic Alliance (joint venture, equity or non-equity strategic alliance) 

 Export (finding a local distributor for your products or services) 

 

3. Was this also the first market entry mode used by your company to enter the UAE 

market? 

a. YES 

b. NO, for the first market entry in the UAE we used: 

 Foreign Direct Investment/Greenfield Investment  

 Merger or Acquisition 

 Licensing or Franchising 

 Strategic Alliance (joint venture, equity or non-equity strategic 

alliance) 

 Export (finding a local distributor for your products or services) 
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4. What was the main reason for the company choosing to enter the UAE market with the 

indicated first market entry mode (Export, Merger, Acquisition, Greenfield Investment 

etc.)? 

_____________________________________________________________ 

5. In general, what is your company’s most used strategy for entering new foreign 

markets?  

 Establishing a new company (subsidiary)  

 Finding a local distributor for your products or services (export) 

 Merger or acquisition of an existing company 

 Strategic alliance with an existing company 

 Other: ______________________ 

SECTION 4 

Thank you for your answers so far. Please answer the following questions related to cultural 

and other differences between your company’s headquarters in your home country and the 

UAE.  

 

1. In your opinion, on a scale of 1 to 5, how similar is the national culture in the country 

of your company's headquarters compared to the national culture in the UAE? 

1 – Same culture 2 3 4 5 – Very different culture 

2. In your opinion, on a scale of 1 to 5, how significant was the role of this cultural 

distance level (similar or different) in the decision concerning the market entry mode 

into the UAE? 

1 – No influence 2 3 4 5 – Significant role 

3. On a scale of 1 to 5, please rate the similarity of the following cultural characteristics 

between the country of the company's headquarters and the UAE: 
 

a. Degree of inequality among people: 

1 – The same 2 3 4 5 – Very different  

b. Salary range between the highest and lowest paid in organisations: 

1 – The same 2 3 4 5 – Very different  

c. Importance of social status symbols: 

1 – The same 2 3 4 5 – Very different  

d. Openness to change and innovation: 

1 – The same 2 3 4 5 – Very different  

e. Tolerance of religious, political, ideological and other differences: 

1 – The same 2 3 4 5 – Very different  
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f. Reliance on rules to govern behaviour: 

1 – The same 2 3 4 5 – Very different  

g. Importance of loyalty to family and friends: 

1 – The same 2 3 4 5 – Very different  

h. Recognition of the right to privacy: 

1 – The same 2 3 4 5 – Very different  

i. Freedom of press: 

1 – The same 2 3 4 5 – Very different  

j. Importance of material success: 

1 – The same 2 3 4 5 – Very different  

k. Degree to which women are expected to be assertive and ambitious: 

1 – The same 2 3 4 5 – Very different  

l. Importance of maintaining time-honoured traditions and norms: 

1 – The same 2 3 4 5 – Very different  

m. Importance of future vs. now: 

1 – The same 2 3 4 5 – Very different  

 

4. On a scale of 1 to 5, please rate the similarity between the official language in the 

country of the company's headquarters and the official language (Arabic) in the UAE: 
 

1 – The same  2 3 4 5 – Very different  

5. On a scale of 1 to 5, please rate the similarity between the official language in the 

country of the company's headquarters and another widely spoken language in the 

UAE (English, Urdu, Hindi, Tagalog, Farsi, Bengali, Tamil, Malayalam, Chinese, or 

Somali): 
 

1 – The same  2 3 4 5 – Very different  

6. On a scale of 1 to 5, how similar is the official religion in the country of the company's 

headquarters compared to the official religion (Islam) in the UAE? (Please consider 

this as a subjective rating in line with your knowledge and experience regarding the 

two religions.) 
 

1 – The same  2 3 4 5 – Very different  

7. On a scale of 1 to 5, please rate the similarity of climatic conditions between the 

country of the company's headquarters and the UAE: 
 

1 – Same climate 2 3 4 5 – Very different climate  

8. On a scale of 1 to 5, please rate the geographic distance between the country of the 

company's headquarters and the UAE: 
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1 – Very near  2 3 4 5 – Very distant  

9. In your opinion, on a scale of 1 to 5, how significant was the role of geographic 

distance between the UAE and the country of the company's headquarters in the 

selection of your first market entry mode (Export, Merger, Acquisition, Greenfield 

Investment, etc.) in the UAE? 
 

1 – No influence 2 3 4 5 – Significant role  

10. On a scale of 1 to 5, please rate the similarity of the following characteristics between 

the country of the company's headquarters and the UAE: 
 

a. Stability of political structure: 

1 – The same 2 3 4 5 – Very different  

b. Consumer protection legislation: 

1 – The same 2 3 4 5 – Very different  

c. Competitive practices legislation: 

1 – The same 2 3 4 5 – Very different  

d. Physical distribution systems (considering the activities associated with the 

supply of finished products from production line to  consumers): 

1 – The same 2 3 4 5 – Very different  

e. Number of competitors: 

1 – The same 2 3 4 5 – Very different  

f. Number of large multinationals in the market sector: 

1 – The same 2 3 4 5 – Very different  

g. GDP per capita: 

1 – The same 2 3 4 5 – Very different  

h. Capability of the financial sector: 

1 – The same 2 3 4 5 – Very different  

i. Level of demands for goods and services: 

1 – The same 2 3 4 5 – Very different  

j. Terms and conditions of employment: 

1 – The same 2 3 4 5 – Very different  

k. Credits and financial arrangements with banks: 

1 – The same 2 3 4 5 – Very different  

l. Use of contract in business dealings: 

1 – The same 2 3 4 5 – Very different  
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SECTION 5 

Thank you. Please answer the following questions related to the country of the company’s 

headquarters and the characteristics of the Emirati market. 

  

1. On a scale of 1 to 5, please rate your level of agreement with the following statements  

 

a. In the country of your company's headquarters, stock markets provide adequate 

financing to companies. 

1 – I strongly agree 2  3  4  5 – I strongly disagree 

 

b. In the country of your company's headquarters, access to foreign capital 

markets is not restricted for domestic companies. 

1 – I strongly agree 2  3  4  5 – I strongly disagree 

 

2. On a scale of 1 to 5, please rate the following characteristics of the Emirati market: 

a. Market size: 

1 – Very small 2  3  4  5 – Very large 

b. Growth potential: 

1 – Very limited 2  3  4  5 – Extensive 

c. Acceptability of leasing as a financial tool: 

1 – Not accepted 2  3  4  5 – Easily available 

d. Presence of competition (related to your company activity/industry): 

1 – High level of competition 2  3  4  5 – Very  

limited competition 

e. Government policies toward conversion and repatriation of profits: 

1 – Very restrictive 2  3  4  5 – No restrictions 

f. Political environment stability: 

1 – Very unstable       2      3    4  5 – Very stable 

g. Level of economic development: 

1 – Highly undeveloped    2        3        4        5 – Highly developed 

h. Foreign investment restrictions: 

1 – Significant restrictions    2      3     4   5 – No restrictions 

3. On a scale of 1 to 5, please rate the cost of making and enforcing contracts in UAE:  

1 – Low cost  2 3 4 5 – High cost 
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4. On a scale of 1 to 5, please rate the risk of proprietary knowledge dissipation in the 

UAE:  

1 – Low risk  2 3 4 5 – High risk 

 

5. On a scale of 1 to 5, please rate the risk of deterioration in the quality of services of 

the UAE subsidiary if operated jointly with a partner from the UAE:  

1 – Low risk  2 3 4 5 – High risk 

SECTION 6 

Thank you. You are almost done. Just a few more minutes.  

Now we have a few questions related to the company’s performance and strategic advantages. 

We would like to remind you that this questionnaire is anonymous, so please answer the 

questions below according to your personal opinion. 

 

1. On a scale of 1 to 5, please rate your level of agreement with the following statements 

in relation to the company’s UAE subsidiary:  
 

a. The UAE subsidiary is very profitable. 

1 – I strongly disagree  2 3 4 5 – I strongly agree 
 

b. The UAE subsidiary’s sales volumes are very high. 

1 – I strongly disagree  2 3 4 5 – I strongly agree 
 

c. The UAE subsidiary has significantly improved the company’s global 

competitiveness. 

1 – I strongly disagree  2 3 4 5 – I strongly agree 
 

d. The UAE subsidiary has significantly strengthened the strategic position of the 

company. 

1 – I strongly disagree  2 3 4 5 – I strongly agree 
 

e. The UAE subsidiary’s results met the management expectations. 

1 – I strongly disagree  2 3 4 5 – I strongly agree 
 

f. Customers’ satisfaction with the UAE subsidiary’s products and services 

quality is significantly higher compared to the competition. 

1 – I strongly disagree  2 3 4 5 – I strongly agree 

2. Which specific competitive advantages did your company have before entering the 

Emirati market? Please select all applicable types of competitive advantage. 

 Patents  

 Unique product or service  
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 Exclusive distribution rights  

 Exclusive franchise 

 Low labour cost in the Headquarters country  

 Other (please specify): ___________________________ 

 None 

3. In your opinion, on a scale of 1 to 5, how significant was the role of your company’s 

competitive advantages in the decision concerning market entry mode in the Emirati 

market? 

1 – No influence 2 3 4 5 – Significant influence  

4. Did you develop any specific competitive advantages in the UAE subsidiary, which 

were not previously present in the company? 

 No 

 Yes (please list them): _______________________________________ 
 

5. On a scale of 1 to 5, please rate the relationship level of the company’s management 

team with key customers:  
 

1 – No relationship  2 3 4 5 – Very close relationship 

 

6. On a scale of 1 to 5, please rate the relationship level of the company’s management 

team with key suppliers:  
 

1 – No relationship  2 3 4 5 – Very close relationship 

 

7. On a scale of 1 to 5, please rate the relationship level of the company’s management 

team with the following parties from the UAE:  
 

a. Government Officials  

1 – No relationship  2 3 4 5 – Very close relationship 
 

b. Academics and Scientists 

1 – No relationship  2 3 4 5 – Very close relationship 
 

c. Bankers and Financial Institution People 

1 – No relationship  2 3 4 5 – Very close relationship 
 

d. Board Members of Industry Committees and Trade Associations 

1 – No relationship  2 3 4 5 – Very close relationship 
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SECTION 7 

Thank you for all responses so far. These are the last survey questions. Here we need to assess 

your company’s management capability as well as company’s marketing, innovation and 

international experience and capability.  

 

1. On a scale of 1 to 5, please indicate the level of the company’s management 

effectiveness (in relation to planning, achieving targets, delegating, motivating 

employees and performing other managerial duties): 
 

1 – Very ineffective 2  3  4  5 – Very effective 

 

2. On a scale of 1 to 5, please rate the level of the following characteristics related to the 

company’s international marketing skills: 
 

a. Market planning process: 

1 – Much worse than competitors       2     3    4 5 – Much better than  

        competitors  

b. Control and evaluation of marketing activities: 

1 – Much worse than competitors       2     3    4 5 – Much better than  

        competitors  

c. Skill to segment and target individual markets: 

1 – Much worse than competitors       2     3    4 5 – Much better than  

        competitors  

d. Ability to use marketing tools to differentiate products: 

1 – Much worse than competitors       2     3    4 5 – Much better than  

        competitors  

3. On a scale of 1 to 5, please rate your level of agreement with the following statements: 
 

a. Our company has invented a lot of the technology embedded in the product / 

service provided. 

1 – I strongly agree      2      3    4 5 – I strongly disagree 
 

b. Our company is highly regarded for its technical expertise in international 

markets. 

1 – I strongly agree      2      3    4 5 – I strongly disagree 
 

c. Our company is well recognised in international markets for products / 

services that are technologically superior. 

1 – I strongly agree      2       3    4 5 – I strongly disagree 
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4. What percentage of total sales/revenue was represented by foreign sales/revenue in 

2015:  

 Less than 10% 

 10-30% 

 31-50% 

 51-70% 

 71-90% 

 Over 90% 

 

5. After how many years of operation did your company start exporting? (Please 

consider services performed for international clients also as exporting.) 
 

 Less than 1 year 

 Between 1 and 2 years 

 Between 3 and 5 years 

 Between 6 and 10 years 

 More than 10 years 

 The company does not export products or services 

 

6. Please state the percentage of export sales compared to the total company (group) 

sales. (Please consider exclusively export sales through your company distributors or 

services performed for international clients, not sales of your international subsidiaries 

in their local markets.)  

 Less than 10% 

 10-30% 

 31-50% 

 51-70% 

 71-90% 

 Over 90% 

 The company does not export products or services 

 

7. In how many markets does the company generate income? (including headquarters 

country, all branches in foreign countries and all export countries) Please write the 

number of countries for each applicable region. 

 Africa: ________ 

 Asia: ________ 

 Central America and the Caribbean: ________ 

 Europe: ________ 

 Middle East: ________ 

 North America: _________ 

 Australia and Oceania: _________ 

 South America: __________ 
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MEASURES USED IN THE RESEARCH 

In this appendix we provide details related to all measures used in the research. 

Internationalisation Measures Used in the Research 

In our research, we used the following four main indicators to measure the level of the 

internationalisation of firms that participated in the study: number of foreign subsidiaries, 

percentage of foreign sales to total sales, percentage of export sales to total sales, speed of 

export entrepreneurship, measured by the actual time in years for the firm to start exporting, 

and number of countries in which the company generates income. 

We also used additional proxies for internationalisation based on managerial assessment with 

the use of a five-point Likert scale in order to assess the following characteristics linked to a 

firm’s internationalisation level: 

− International marketing, including: Market planning process, control and evaluation of 

marketing activities, skill to segment and target individual markets, and ability to use 

marketing tools to differentiate products; 

− International innovation, including: Technology inventions, technical expertise, and 

technological superiority in international markets. 

Firm Performance Measures Used in the Research 

Considering the various definitions of firm performance, the different measures and 

dimensionality present in literature, as well as anticipating the issue of firms not being eager 

to provide precise data concerning their sales, growth, and other performance indicators, in 

our study we used a set of different financial and non-financial measures concerning firm 

performance. These include: profitability, sales volumes, improvement of global 

competitiveness, strengthening of a firm’s strategic position, achievement of management 

expectations, and customer satisfaction. For all these measures, we used a five-point Likert 

scale instead of more precise numerical measures. Details of the various measures of firm 

performance found in the literature and used in our research, are present in following 

chapters.  

Financial and Strategic Performance Measures Used in the Research 

Anticipating the issue of firms not being eager to share their financial figures, in our research 

we only used two measures of a firm's financial performance: Subsidiary profitability and 

sales volumes, for which we used a five-point Likert scale. In addition, based on a review of 

strategic performance measures used in various studies, in our empirical research we have 
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measured strategic performance of respondent's firm subsidiaries with the use of a five-point 

Likert scale to measure the following indicators:  

− Subsidiary’s profitability; 

− Subsidiary’s sales volumes; 

− Subsidiary’s role in improving the firm’s global competitiveness; 

− Subsidiary’s role in strengthening the strategic position of the firm. 

Including both financial and non-financial measures, in our opinion, these four indicators 

provide a reliable and concise overview of the overall strategic performance of firm 

subsidiaries that participated in the study.  

Management Satisfaction Measures Used in the Research 

Based on a review of suitable management satisfaction measures concerning firm 

performance, as used in various studies, our empirical research used the level of satisfaction 

with export venture in meeting management expectations as a measure of management 

satisfaction with the use of a five-point Likert scale. This complementary indicator of firm 

performance represents a reliable overview of overall management satisfaction with the 

performance of export ventures for firms that participated in the study. 

Customer Satisfaction Measures Used in the Research 

In our research, in order to measure the level of customer satisfaction with the firm’s products 

and/or services, we used a single-item scale, where we asked respondents to rate their level of 

agreement (with the use of a five-point Likert scale from “I strongly disagree” to “I strongly 

agree”) with the following statement: “Customer satisfaction with our subsidiary’s products 

and services and their quality is significantly higher compared to the competition”. Taking 

into consideration that firm’s management would be responding to the questionnaire, not their 

customers, other measures concerning customer satisfaction were not applicable.  

Export Performance Measures Used in the Research 

To specifically measure the export performance of firms that participated in our research, we 

used export intensity, measured as a percentage of export sales/revenue compared to total 

sales/revenue of the firm. However, we also used other measures of firm performance related 

to export performance, such as actual time for the firm to start exporting; number of foreign 

markets in which the firm generates income; international marketing measures; innovation 

measures; strategic performance measures; management satisfaction with export performance 

customer satisfaction measures; and others.  
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Measure of Internalisation Advantages Used in the Research 

In our research, we used the following measures of internalisation advantages based on 

managerial risk assessment with the use of a five-point Likert scale: cost of making and 

enforcing contracts in the host country, risk of proprietary knowledge dissipation in the host 

country, and risk of deterioration in the quality of services in the host country if operated 

jointly with a host country partner. 

Measures of CAs, Capabilities and Network Ties Used in the Research 

We used various measures of CAs, capabilities and network ties within our research, 

particularly measuring: location advantages (home country location advantages and host 

country location advantages), ownership advantages, internalisation advantages, 

international marketing skills, international innovativeness, international entrepreneurship, 

and network ties. Aside from these measures, we asked respondents about specific competitive 

advantages that their company had before entering the foreign market (such as patents, unique 

product or service, exclusive distribution rights, or franchise, etc.), as well as if they 

developed any specific CA in the foreign subsidiary, which was not previously present in the 

company. 

Measures of Home Country Characteristics Used in the Research 

In our research, we used the perceived access to capital in the respondent’s home country as a 

measure of home country characteristics, based on managerial assessment with the use of a 

five-point Likert scale, assessing: 

− Stock markets providing adequate financing to companies, 

− Access to foreign capital market not restricted for domestic companies. 

Measures of Host Country Characteristics Used in the Research 

We used the following measures of host country location advantages, which was also based 

on managerial assessment with the use of a five-point Likert scale: 

− Host country market potential, including: Market size, growth potential, acceptability of 

leasing as financial tool, and the presence of competition; 

− Investment risk in host country, including: Government policies toward conversion and 

repatriation of profits, political environment stability, level of economic development and 

foreign investment restrictions; 

− Cost of making and enforcing contracts; 

− Risk of proprietary knowledge dissipation; 
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− Risk of deterioration in the quality of services of the foreign subsidiary if operated jointly 

with a local partner. 

Measures of Ownership Advantages Used in the Research 

In our research, we used the following measures of OA: 

− Firm size: Measured by the number of employees in the firm's headquarters and in the 

foreign subsidiary; 

− Multinational experience: Measured by the percentage of total earnings attributed to 

foreign operations, as well as by the number of markets in which the firm operates; 

− Firm age: Measured through the headquarters of the firm's actual years of operations; 

− Management know-how: Measured by managerial assessment of management 

effectiveness (in relation to planning, achieving targets, delegating, motivating 

employees, and performing other managerial duties) with the use of a five-point Likert 

scale. 

Measures of International Marketing Used in the Research 

To measure international marketing, we used a five-point Likert scale for manager assessment 

of a firm’s international marketing capabilities and activities compared to competitors, which 

included the following: 

− Market planning process; 

− Control and evaluation of marketing activities; 

− Skills to segment and target individual markets; 

− Ability to use marketing tools to differentiate products. 

Measures of Innovations Used in the Research 

Based on Knight and Kim's (2009) measures of international innovativeness, in our research, 

we used a five-point Likert scale for manager assessment of a firm’s innovation compared to 

competitors, including the following three indicators: technology inventions (‘The firm 

invented of a lot of the technology embedded in the product/service provided’), technical 

expertise (‘The firm is highly regarded for its technical expertise in international markets’), 

and technological superiority (‘The firm is well recognised in international markets for 

products/services that are technologically superior’). 

Measures of International Entrepreneurship Used in the Research 

To measure international entrepreneurship in our research, we used the following basic 

indicators related to the speed, degree, and scope of international entrepreneurship:  
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− Speed of export entrepreneurship: Considering the actual time in years for the firm to 

start exporting its products or services to foreign markets. 

− Speed of international entrepreneurship: Considering the actual time in years for the firm 

to start entering foreign markets (excluding exporting). 

− Degree of export/international entrepreneurship: Considering export intensity measured 

through foreign (export) sales/total sales ratio. 

− Scope of export entrepreneurship: Considering the number of foreign markets in which 

the firm generates income. 

− Scope of international entrepreneurship: Considering the number of all the firm’s 

subsidiaries internationally. 

Measures of Network Tie Used in the Research 

Based on various measures of network ties present in the relevant literature, in our research, 

we used a five-point Likert scale for manager assessment of a firm’s business and institutional 

network ties: 

− Business network ties: Assessment of the relationship level of the firm’s management 

team with key customers and key suppliers. 

− Institutional network ties in the host market: Assessment of the relationship level of the 

firm’s management team with government officials, academics, scientists, bankers, and 

financial institution experts, as well as board members of industry committees and trade 

associations. 

Measures of Geographic Distance Used in the Research 

In our research, we used the following GD measures:  

− The physical distance (in kilometres) between the respondent’s company home country 

and host country; 

− The difference in time zones (hours of difference) between home and host country; 

− The perceived similarity of climatic conditions between the respondent’s company home 

and host country, which was based on managerial assessment with the use of a five-point 

Likert scale; 

− The perceived GD (physical distance) between the respondent’s company home and host 

country, which was based on managerial assessment with the use of a five-point Likert 

scale; 

− We also asked the respondents to rate how significant the role of GD between home and 

host country was in the selection of the first MEM for the host country. This managerial 

assessment was also based on a five-point Likert scale. 

 



Appendix 11 

 

Measures of Cultural Distance Used in the Research 

Although there has been some criticism of the use of Hofstede’s (1980) cultural dimensions in 

our research, we used CD measures for power distance, uncertainty avoidance, individualism 

vs. collectivism, masculinity vs. femininity, as well as long-term orientation, where a five-

point Likert scale was used for managerial assessment of these differences. In addition, we 

also used a five-point Likert scale to assess the distance between major languages and major 

religions, based on Dow and Karunaratna's (2006) research.  

Measures of Psychic Distance Used in the Research 

In our research, we used a five-point Likert scale for manager assessment of specific PD 

stimuli, including the following: 

− Cultural Differences: 

− Power distance: Including the degree of inequality among people, the salary range 

between the highest and lowest paid in organisations, and the importance of social 

status symbols;  

− Uncertainty avoidance: Including openness to change and innovation, tolerance of 

differences (religious, political, ideological, etc.), and reliance on rules to govern 

behaviour; 

− Individualism vs. collectivism: Including importance of loyalty to family and friends, 

recognition of the right to privacy, and freedom of press; 

− Masculinity vs. femininity: Including importance of caring for others, importance of 

material success, and degree to which women are expected to be assertive and 

ambitious; 

− Long-Term orientation: Including the importance of maintaining time-honoured 

traditions and norms, attitude toward societal change, and importance of future vs. 

now; 

− Language differences; 

− Religion differences; 

− Geographical differences: including geographic distance, time zones, and climatic 

conditions; 

− Business distance: 

− Legal and political environment: Including stability of political structure, consumer 

protection legislation, and competitive practices legislation; 

− Market structure: Including physical distribution systems, number of competitors, 

and number of large multiple chains in the market sector; 

− Economic development: Including GDP per capita, capacity of the banking sector 

and level of demands for goods and services; 

− Business practices: Including terms and conditions of employment, credits and 

financial arrangements with banks, and the use of contracts in business dealings. 
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In our opinion, the use of these 33 PD stimuli, all of which have already been used in previous 

studies, represent a comprehensive set of stimuli for a reliable assessment of manager 

perceived differences (distance) between home and host countries. 

Measures of Institutional Distance Used in the Research 

Due to the limited and inconsistent use of measures available to measure ID, and as ID is not 

one of the key elements of our research conceptual model, there was no specific measure 

present in the research to measure ID. However, some proxies for ID are present in the 

research, including: 

− The measurement of institutional network ties based on managerial assessment, with the 

use of a five-point Likert scale, to assess relationships with: 

− Government officials; 

− Academics and scientists; 

− Bankers and financial institution experts; 

− Board members of industry committees and trade associations. 

− The measurement of business distance within PD based on managerial assessment, with 

the use of a five-point Likert scale to assess the distance of: 

− Legal and political environment: Including stability of political structure, customer 

protection legislation, and competitive practices legislation; 

− Market structure: Including physical distribution systems, number of competitors, 

and number of large multinationals in the market sector; 

− Business practices: Including terms and conditions of employment, credits and 

financial arrangements with banks, and use of contracts in business dealings. 

Although the above measures do not directly measure the actual ID between home and host 

country, they do however assess the perceived ID of senior managers, as well as their 

advantages in overcoming this distance based on the presence of institutional network ties. 

Measures of Economic Distance Used in the Research 

Similar to ID, there was no specific measure present in the research to measure ED. However, 

some proxies for ED are present in the research, including the measurement of business 

distance within PD based on managerial assessment with the use of a five-point Likert scale in 

order to assess the distance of economic development. This included: GDP per capita, 

capability of the financial sector, and level of demands for goods and services. Although the 

measures mentioned above do not directly measure the actual ED between home and host 

country, they do assess the perceived ED of senior managers. 
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Measures of Administrative Distance Used in the Research 

Due to the limited use of measures available to measure AD, and as AD is not one of the key 

elements of our research conceptual model, there was no specific measure present in the 

research to measure AD. However, some proxies are present in the research, including the 

measurement of home and host country location advantages and other characteristics. This is 

based on managerial assessment with the use of a five-point Likert scale, in order to assess the 

following characteristics:  

− Access to capital in the home country, including: Stock markets providing adequate 

financing to companies, and restrictions to accessing foreign capital markets for domestic 

companies; 

− Host country market potential, including: Market size, growth potential, acceptability of 

leasing as a financial tool, and presence of competition; 

− Investment risk in host country, including: Government policies toward conversion and 

repatriation of profits, stability of political environment, and foreign investment 

restrictions; 

− Similarity between the official languages in the host and home countries; 

− Similarity between the official language in the home country and another widelyspoken 

language in the host country; 

− The GD between home and host country. 

Although the measures set out above do not directly measure the actual AD between home 

and host country, they do assess the AD perceived by senior managers. 
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REASONS FOR LOW RESPONSE RATES TO SURVEYS 

In the table below, we list the main reasons for low response rates highlighted by various 

authors, and based on studies conducted concerning survey response rates. 

Reason for Low Response Rate Authors 

Questionnaire length (number of 

questions, number of pages, number 

of screens, time required to complete 

the survey, etc.) 

Cook et al. 2000; Dillman et al. 1993; Edwards 

et al. 2002; Evans and Mathur 2005; Fan and 

Yan 2010; Heberlein and Baumgartner 1978; 

Jepson et al. 2005; Sheehan 2001; Singer 1978; 

Walston et al. 2006; Yammarino et al. 1991 

Over-surveying (people receive too 

many emails and calls to participate in 

various surveys) 

Brooks and Baruch 2008; Evans and Mathur 

2005; Groves, Cialdini and Couper 1992; 

Sheehan 2001; Winer and Dalessio 2006  

Not salient topic (the respondent does 

not consider the survey relevant or 

interesting) 

Brooks and Baruch 2008; Fan and Yan 2010; 

Fenton-O’Creevy 1996; Sheehan 2001; 

Tourangeau et al. 2000 

Year of the survey 

Atrostic et al. 2001; Baruch 1999; Brooks and 

Baruch 2008; Bickart and Schmittlein 1999; de 

Heer 1999; Fan and Yan 2010; Sheehan 2001 

Occupational level – top managers in 

particular 

Baruch 2000; Brooks and Baruch 2008; 

Cycyota and Harrison 2002; Fan and Yan 2010 

Asking potentially difficult, vague, 

sensitive and/or objectionable 

questions 

Dillman et al. 1993; Fan and Yan 2010; 

Tourangeau et al. 2000 

Internet surveys perceived as spam 

and increased use of spamming filters 
Evans and Mathur 2005; Fan and Yan 2010 

Respondent is too busy to answer the 

survey 

Brooks and Baruch 2008; Fenton-O’Creevy 

1996  

Failure to deliver the questionnaire to 

the target population 
Brooks and Baruch 2008 

Incomplete or limited online databases Evans and Mathur 2005 

Company policy does not allow to 

complete surveys 

Brooks and Baruch 2008; Fenton-O’Creevy 

1996  

Privacy and security issues 
Evans and Mathur 2005; Tourangeau et al. 

2000 

Not recognising survey sponsors 

research affiliation 
Fan and Yan 2010; Sheehan 2001 

 

Continues 
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Reason for Low Response Rate Authors 

Mistrustingsurvey uses Evans and Mathur 2005 

People's reluctance to respond Brooks and Baruch 2008 

Low motivation to invest energy and 

time into answering the questionnaire 
Fan and Yan 2010; Petty and Cacioppo 1984 

Rewards of responding do not 

outweigh the anticipated cost 
Dillman 2007; Fan and Yan 2010 

Use of reminders (for business-

oriented surveys) 
Brooks and Baruch 2008 

Respondent lack of online 

experience/expertise 
Evans and Mathur 2005 

Unclear answering instructions Evans and Mathur 2005 

Impersonal (no human contact) Evans and Mathur 2005 

Technological variations Evans and Mathur 2005 

Technical issues involved in the 

display design of web surveys 
Fan and Yan 2010; Sheehan 2001 

Sampling methods (may include 

coverage error or sampling error) 
Couper 2000; Fan and Yan 2010 

Design of invitation (no 

personalisation, no details about the 

number of participants, no protected 

access) 

Fan and Yan 2010 

Address unavailable to return the 

questionnaire (mail surveys) 

Brooks and Baruch 2008; Fenton-O’Creevy 

1996  

From the reasons listed above, the most probable reasons for top manager non-response to our 

survey, based on the 22,000 bulk emails sent in 2016, include the following:  

− Failure to deliver the questionnaire to the target population and incomplete online 

databases: Considering the large number of companies to which we sent the questionnaire 

(22,000), and based on the available databases received by the Abu Dhabi Chamber of 

Commerce and Dubai Chamber of Commerce, most of the emails present in the database 

were generic emails (e.g. info@..., sales@...). This means that top managers from most of 

these companies might not have received the email at all if the first recipient did not 

identify the email as relevant for the top manager. 

− Internet surveys perceived as spam: Due to over-surveying and the large amount of spam 

emails received every day, especially at generic company emails, our email might have 

been considered as spam by the company spamming filters or by the email recipient. 

− Target group – senior management: Our target group for responses were senior managers 

in SMEs, one of the groups that provides the least responses to email surveys. 
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− Questionnaire length: It took on average 20 minutes for respondents to answer the 97 

questions of the questionnaire, which might have led to some of the respondents starting 

the questionnaire, but not completing it. In the email we also mentioned that the 

questionnaire would take around 15 to 20 minutes to complete, so most of them were 

probably not prepared to spend so much time on this research in the first place. 

− Over-surveying: Like in the rest of the world, too many emails are sent in the UAE 

requesting participation in various surveys, especially to generic company emails. As 

such, email recipients might not even read the whole email, but delete it as soon as they 

understood the email was about a survey. 

− Respondent too busy: This is particularly true for senior managers, which were our target 

group. 

− Not a salient topic: Although international business strategy might be considered a 

relevant topic for senior managers in the UAE, they might already be receiving too many 

emails about this topic, hence rendering the topic in our email less salient. 

− Year of the survey: As mentioned, there is a trend in decreasing response rates.  Our 

survey was sent out in 2016, about two decades after the inception of email surveys.  

− Difficult questions: Many questions in our questionnaire were a bit difficult for most 

respondents due to their potential unfamiliarity with particular terms from cultural and 

international business fields. 

Aside from the above listed reasons, other reasons for non-responses as set out in the relevant 

literature might have also been the case concerning our questionnaire. These could include, 

for example, the following: 

− Company policy does not allow the completion of surveys; 

− Privacy and security issues; 

− Mistrust of survey uses; 

− Not recognised survey sponsor/research affiliation; 

− Reluctance to respond; 

− Low motivation to invest much energy or time answering the questionnaire; 

− Rewards of responding do not outweigh the anticipated cost. 
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ACTIVITIES EXECUTED TO GATHER ANSWERS FROM SMES 

The table below summarises the activities we carried out in order to gather answers to our 

survey from SMEs in 2016. 

Activity 

Date 
Type of Activity 

No. of 

Recipients 
Feedback/Comment 

February and 

March 2016 

Prepared database of UAE companies 

with contacts based on databases 

received from the Abu Dhabi Chamber 

of Commerce and the Dubai Chamber of 

Commerce 

200,000 
Companies of various 

sizes and industries 

April 2016 
Random extraction of a sample of 

20,000 companies 
20,000 

Companies of various 

sizes and industries 

12. 04. 2016 

Emails sent to the sample of 20,000 

companies through a Dubai agency 

specialised in bulk emailing 

20,000 
No questionnaire 

completed 

24. 04. 2016 

Contacted UAE Ministry of Economy 

for support in the research (for 

endorsement or other non-financial 

support) 

1 
No reply (even after 

reminders) 

24. 04. 2016 

Contacted Dubai Chamber of Commerce 

for support in the research (for 

endorsement or other non-financial 

support) 

1 

Replied, but stated 

that we cannot 

mention them in the 

email to companies 

25. 04. 2016 

Contacted UAE University for support in 

the research (for advice based on their 

experience in this kind of data gathering) 

1 
No reply (even after 

reminders) 

25. 04. 2016 

Contacted New York University in Abu 

Dhabi for support in the research (for 

advice based on their experience in this 

kind of data gathering) 

1 
No reply (even after 

reminders) 

25. 04. 2016 

Contacted Dr Miniaoui (University of 

Dubai) for support in the research (for 

advice based on their experience in this 

kind of data gathering) 

1 
No reply (even after 

reminders) 

From April 

to September 

2016 

Emails sent to various suppliers, 

business contacts, and private contacts 
300 

Approximate number 

of contacts. 10 

completed 

questionnaires. 

07. 05. 2016 
Emails sent to private and business 

connections on LinkedIn 
3,000 

7 completed 

questionnaires 

12. 05. 2016 

Contacted Thoraya Group (Dubai based 

company helping women setting up their 

SME in UAE) for support in the research 

1 
No reply (even after 

reminders) 

 

Continues 
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Activity date Type of Activity 
No. of 

recipients 
Feedback / comment 

30. 05. 2016 

Contacted Slovenia Chamber of 

Commerce for support in finding 

contacts of companies registered in 

Slovenia and doing business in the 

UAE 

1 

Provided link to SLO 

EXPORT with a list of 

Slovenian companies that 

might be export to. or 

have branches in the 

UAE 

31. 05. 2016 

Emails sent to Slovenian companies 

(based on list provided by Slovenia 

Chamber of Commerce) 

136 

10 companies replied, 

three companies 

completed the 

questionnaire, seven 

companies did not export 

to, or have branches in 

the UAE  

06. 07. 2016 

Emails sent to 23 Chambers of 

Commerce from 22 countries 

(Australia, Belgium, Brazil, Canada, 

Check Republic, China, ICC China, 

Denmark, Finland, France, Germany, 

India, Italy, Japan, Norway, Pakistan, 

Poland, Portugal, Spain, Sweden, 

Switzerland, Turkey, United 

Kingdom) 

23 

No reply from 20 

Chambers. Reply from 

Swiss and Japan 

Chambers, but they did 

not have or could not 

provide details. Swedish 

Chamber provided links 

to various websites with 

directories of Swedish 

companies, but not 

related to export to the 

UAE. 

16. 07. 2016 

Email sent to German Emirati Joint 

Council for Industry & Commerce 

(GEJCIC) in UAE 

1 

They provided a list of 

members but did not 

allow us to mention them 

in the email sent out to 

members. 

19. 07. 2016 

Emails sent out to German companies 

operating in the UAE (based on the 

list provided by the GEJCIC) 

170 

One completed 

questionnaire received on 

20. 07. 2016, but not 

confirmed to be from one 

of these 170 companies. 

18. 10. 2016 

Emails sent out to other UAE 

companies listed in the Dubai 

Chamber of Commerce or Abu Dhabi 

Chamber of Commerce 

1,000 
No questionnaires 

completed 

20. 10. 2016 

Emails sent out to other UAE 

companies listed in the Dubai 

Chamber of Commerce or Abu Dhabi 

Chamber of Commerce 

1,000 
No questionnaires 

completed 

31. 10. 2016 
Email sent to SME Advisor Middle 

East (magazine published in Dubai) 
4 

No reply (even after 

several reminders) 
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OVERVIEW OF COMPLETED QUESTIONNAIRES 

In the table below we set out an overview of questionnaires completed in 2016. 

Questionnaire Type Date 

Number of 

Questionnaires 

Completed 

Filled in by 

Foreign Market Entry 12. 04. 2016 1 Supplier 

Foreign Market Entry 07. 05. 2016 3 Two from LinkedIn, one 

Unknown 

UAE Market Entry 07. 05. 2016 2 Two Business contacts 

Foreign Market Entry 08. 05. 2016 1 Business contact 

Foreign Market Entry 09. 05. 2016 2 One Private contact, one 

Unknown 

Foreign Market Entry 10. 05. 2016 2 One Private contact, one from 

LinkedIn 

UAE Market Entry 10. 05. 2016 2 One Supplier, one from LinkedIn 

UAE Market Entry 11. 05. 2016 1 From LinkedIn 

Foreign Market Entry 12. 05. 2016 1 From LinkedIn 

Foreign Market Entry 14. 05. 2016 1 From LinkedIn 

UAE Market Entry 01. 06. 2016 1 From Slovenia 

Foreign Market Entry 08. 06. 2016 1 Business contact 

UAE Market Entry 12. 06. 2016 1 Unknown 

Foreign Market Entry 24. 06. 2016 1 Unknown 

UAE Market Entry 06. 07. 2016 2 One from Slovenia, one Unknown 

UAE Market Entry 20. 07. 2016 1 
Unknown (maybe from GEJCIC 

list of companies) 

Foreign Market Entry 27. 07. 2016 1 Unknown 

UAE Market Entry 29. 07. 2016 1 From Slovenia 

UAE Market Entry 22. 09. 2016 1 Business contact 

UAE Market Entry 14. 11. 2016 1 Supplier 

 TOTAL: 27  

We have grouped all completed questionnaires into six respondent categories: 

− LinkedIn connections (seven completed questionnaires); 

− Business contacts (five completed questionnaires); 

− Suppliers (three completed questionnaires); 

− Private contacts (two completed questionnaires); 

− Contacts from Slovenia (three completed questionnaires); 

− Unknown (seven completed questionnaires). 
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INDUSTRIES OF RESPONDENT SMES 

The table below lists all industries included in phase one of the empirical research, based on 

SMEs that completed the online questionnaire. 

Industry Total Respondents 

Energy 9 

Consumer Durables and Apparel 5 

Media 3 

Commercial and Professional Services 2 

Software and Services 2 

Retailing 1 

Capital Goods 1 

Food and Stables Retailing 1 

Technology Hardware and Equipment 1 

Other (F&B, Fashion Retail, Property Development…) 1 

Other (Distribution) 1 

The figure below shows an overview of the main industries included in phase one of the 

empirical research, based on SMEs that completed the online questionnaire. 
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IMPACT OF COMPANY SIZE ON MARKET ENTRY MODE CHOICE 

The figure below shows an overview of market entry modes used by medium-sized 

companies included in phase one of the empirical research, based on SMEs that completed the 

online questionnaire. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The figure below shows an overview of market entry modes used by small companies 

included in phase one of the empirical research, based on SMEs that completed the online 

questionnaire. 
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ROLE OF CULTURAL DISTANCE AND GEOGRAPHIC DISTANCE IN MARKET 

ENTRY MODE CHOICE 

The below figure shows an overview of the level of influence of cultural distance has in the 

choice of market entry mode based on the feedback received from SMEs that completed the 

online questionnaire in phase one of the empirical research. 

 

 

 

 

 

 

 

 

 

 

 

 

The figure below shows an overview of the level of influence geographic distance has on the 

choice of market entry mode based on the feedback received from SMEs that completed the 

online questionnaire in phase one of the empirical research. 
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PERFORMANCE COMPARISON BETWEEN SERVICE AND MANUFACTURING 

SMES 

The table below presents the split between high, medium, and low performance levels of 

SMEs operating in the service industry, based on the feedback received from SMEs that 

completed the online questionnaire in phase one of the empirical research. 

 

Performance of service SMEs Total SMEs Total SMEs (%) 

High performance (3.67-5.00) 8 57.14% 

Medium performance (2.31-3.66) 4 28.57% 

Low performance (1.00-2.30) 2 14.29% 

Total 14 100.00% 

 

The table below presents the split between high, medium, and low performance levels of 

SMEs operating in the manufacturing industry based on the feedback received from SMEs 

that completed the online questionnaire in phase one of the empirical research. 

 

Performance of manufacturing SMEs Total SMEs Total SMEs (%) 

High performance (3.67-5.00) 3 23.08% 

Medium performance (2.31-3.66) 9 69.23% 

Low performance (1.00-2.30) 1 7.69% 

Total 13 100.00% 
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FINAL SET OF KEY INTERVIEW QUESTIONS 

In the first part of the interview, we asked respondents to provide basic information about the 

company, which included: headquarter location; number of employees at the headquarters; 

year of company setup; ownership structure of the company headquarters; a list of foreign 

markets where the company operates, which was the focus market for the interview; and the 

year of market entry into the focus foreign market.  

Below we present the key questions we asked SME managers during the interviews.  

Market entry strategy questions: 

− Which were the main reasons for your company to decide to enter the foreign market? 

− Can you explain in more detail how these motives influenced your choice to enter the 

market? 

− Which market entry mode did you use to enter the foreign market? 

− Why did you choose to enter the foreign market with this market entry mode? 

Competitive advantages questions: 

− Did your company have any competitive advantages in comparison to main competitors 

in the foreign market, before entering this market? 

− Do you think these competitive advantages influenced your choice of market entry mode? 

− Can you explain in more detail how this impacted the market entry mode decision? 

− Do you take advantage of any location advantages in the UAE or in your home/host 

market? 

Questions on cultural and other distance dimensions: 

− Did you perceive any differences or similarities between the home and host market before 

entering the host market? 

− In your opinion, when you were deciding to enter the foreign market, did these 

differences/similarities also influence your decision of the market entry mode selected? 

− Did the physical (geographic) distance between the home and host market also influence 

the decision of market entry mode choice? 

Firm performance questions: 

− How do you evaluate and measure business performance? 

− Do you think you are successful in the foreign market? 

− In your opinion, which is the most important contributor to your firm performance in the 

foreign market? 

− In your opinion, did the selected market entry mode influence your business performance 

in the foreign market? 

− In your opinion, are your competitive advantages contributing to your business 

performance in the foreign market? 
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− Do you think that the differences/similarities you perceive between the home and host 

market impact your business performance in the foreign market? 

Aside from the above questions, we also asked more ‘how’, ‘why’ and ‘which’ type follow up 

questions based on the answers received to key questions, whereby we also asked managers to 

provide examples. In cases where questions were negative, e.g. there was no impact, we 

usually asked a ‘Why do you think that is?’ type question. 
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DETAILED SCHEDULE OF CONDUCTED INTERVIEWS 

In below table we show the detailed schedule of conducted interviews with 20 SME decision-

makers in 2017. 

Sr. 

No. 
Date 

Start 

Time 
Duration Location Mode 

1 26. 09. 2017 11:00 90 min Deira, Dubai, UAE Face-to-face 

2 09. 10. 2017 10:30 90 min 
Dubai Silicon Oasis, Dubai, 

UAE 
Face-to-face 

3 13. 10. 2017 16:30 60 min Houston, USA, and Dubai, UAE Online 

4 16. 10. 2017 10:00 60 min Dubai, UAE Online 

5 17. 10. 2017 12:45 75 min 
Dubai Festival City, Dubai, 

UAE 
Face-to-face 

6 23. 10. 2017 11:00 30 min Jebel Ali, Dubai, UAE Face-to-face 

7 31. 10. 2017 09:00 45 min Jebel Ali, Dubai, UAE Face-to-face 

8 01. 11. 2017 10:00 60 min Dubai, UAE Online 

9 01. 11. 2017 16:30 60 min Business Bay, Dubai, UAE Face-to-face 

10 02. 11. 2017 10:30 60 min Barsha Heights, Dubai, UAE Face-to-face 

11 06. 11. 2017 12:00 60 min 
Dubai Airport Free Zone, Dubai, 

UAE 
Face-to-face 

12 22. 11. 2017 15:00 60 min London, United Kingdom Online 

13 23. 11. 2017 14:00 60 min Dubai, UAE Online 

14 25. 11. 2017 10:30 75 min Dubai, UAE Online 

15 29. 11. 2017 17:00 60 min Dubai, UAE Online 

16 01. 12. 2017 15:00 50 min London, United Kingdom Online 

17 04. 12. 2017 09:00 60 min 
Dubai Investment Park, Dubai, 

UAE 
Face-to-face 

18 04. 12. 2017 13:30 60 min 
Jebel Ali Free Zone, Dubai, 

UAE 
Face-to-face 

19 05. 12. 2017 14:00 70 min Al Barsha, Dubai, UAE Face-to-face 

20 07. 12. 2017 17:00 60 min The Gardens, Dubai, UAE Face-to-face 
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ATTRIBUTE CODES 

Attribute code Definition Frequency 

Position 

Owner, Founder, Co-Founder 6 

Vice President, CEO, General Manager, Managing Director  7 

Director (Development, Sales, Marketing) 3 

Sales Manager, Head of Sales, Regional Manager 4 

Age  

36-40 years 9 

41-45 years 8 

46-50 years 2 

51-55 years 1 

Gender 
Male  15 

Female 5 

Ethnic Group 

European 11 

Arab  4 

Indian 3 

North American 1 

South American 1 

Residence 

UAE  14 

UK 3 

Finland 1 

Jordan  1 

USA  1 

Industry 

IT Products and Services 5 

Media Services  5 

Energy, Oil and Gas  3 

F&B and Hospitality Products  2 

Market Research 1 

Education Products 1 

Chemical Products 1 

Pharmaceutical Products 1 

Events 1 

Experience 

16-20 years 9 

21-25 years 8 

26-30 years 2 

31-35 years 1 

Company 

Ownership 

LLC company in UAE 6 

Free Zone company in UAE 6 

LLC / LTD company outside UAE 8 
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INDEX CODES 

Index code Definition 

Market Entry 
For whole section on market entry strategies, motives for market entry 

and impact of motives on market entry. 

MEM 
For whole section on use of MEMs for entering the focus foreign market 

and other foreign markets, change in modes and related results, and 

motives for MEM choice. 

Types of CA 

For whole section on types of CA, such as internalisation advantages and 

FSAs before foreign market entry and those developed in the focus 

foreign market after entry, as well as regarding impact of different CA 

types on the choice of MEM and on firm performance in the foreign 

market. 

Firm Capabilities 

For whole section on firm capabilities, such as international marketing 

skills, international innovativeness, international and export 

entrepreneurship, as well as on impact of firm capabilities on the choice 

of MEM and on firm performance in the foreign market. 

Network Ties 

For whole section on business network ties and institutional network 

ties, as well as on impact of network ties on the choice of MEM and on 

firm performance in the foreign market. 

Distance 

dimensions 

For whole section on similarities and differences between home and host 

country related to culture, business, institutions, economic situation, 

geographical location, and other distance dimensions, as well as on the 

role of various distance dimensions on the choice of MEM and on firm 

performance in the foreign market. 

Firm performance 

For whole section on firm performance, such as performance 

management, performance measures, performance goals and their 

setting, resource commitment and actions in case of low performance, as 

well as on firm performance in home and host market and the key 

determinants and moderators of firm performance in the host market. 
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CODEBOOK 

Category 1: Foreign market entry 

Subcategory Code Definition Frequency 

Market Entry 

Motives 

Opportunities in 

host market 

Any reference to: 

− Large market size  

− Number of potential clients 

− Market characteristics 

− Direct requirements from clients 

12 

Advantages in 

host market 

Any reference to: 

− Market characteristics 

− Ease of doing business 

13 

Limited 

opportunities in 

home market 

Any reference to: 

− Small market size 

− Economic crisis 

3 

Business growth 

Any reference to: 

− Increase sales 

− Grow the business 

− Geographic expansion 

11 

Competitive 

advantages 

Any reference to: 

− Experience in host market 

− Contacts in host market 

− Limited competition in host market 

− Specific CAs 

7 

Network ties 

Any reference to: 

− Business ties with clients 

− Business ties with partners 

− Other connections 

5 

Motives 

Influence on 

Foreign 

Market Entry 

Immediate entry 

through first 

projects 

Any reference to: 

− Export entry through business partner 

or other connection 

− Export entry from customer enquiry 

6 

Incremental 

entry through 

market 

assessment 

Any reference to: 

− Export with local manager, then 

company setup (fully owned or with 

partner) 

− Export and then company setup 

7 

Aggressive 

entry through 

local business 

setup 

Any reference to: 

− Company setup with office 

− Company setup with partner 

− Company setup – fully owned 

7 
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Subcategory Code Definition Frequency 

Motives 

Influence on 

Resources 

Employed for 

Entry 

Minimum 

resources 

investment 

Any reference to: 

− Use minimum required resources 

− Minor expenses 

3 

Limited 

resources 

investment 

Any reference to: 

− Not many resources required 

− Employment-related resources 

− Stock-related resources 

2 

Required 

resources 

investment 

Any reference to: 

− Necessary resources for market entry 

− Required capital investment 

− Required resources for local setup 

− Required resources for local team 

6 

Incremental 

resources 

investment after 

market 

assessment 

Any reference to: 

− Increase in resources investment with 

increased presence 

− Increase in resources investment after 

first results in the market 

5 

Significant 

resources 

investment from 

the start 

Any reference to: 

− Necessary resources investment for 

company setup, employees and 

equipment 

− Substantial financial resources 

investment 

4 

Other Foreign 

Markets Entry 

Motives 

Different 

motives 

Any reference to: 

− Different motives; opportunities in 

host market 

− Different motives; advantages in host 

market 

− Different motives; increase 

sales/business growth 

7 

Same motives 

Any reference to: 

− Same motives 

− Increase sales/business growth 

− Opportunities in host market 

− Advantages in host market 

− Local network ties 

13 

Motives 

Influence on 

Entry into 

Other Foreign 

Markets 

Different 

influence 

Any reference to: 

− Different influence; immediate entry 

through first projects 

− Various influences in different markets 

10 
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Subcategory Code Definition Frequency 

 
Same influence 

Any reference to: 

− Same influence 

− Influence in the same way 

− Incremental entry 

− Immediate entry through first projects 

− Aggressive entry 

10 

Category 2: Foreign market entry modes 

Subcategory Code Definition Frequency 

First MEM 

Exporting  

Any reference to: 

− Export 

− Products sold through home market 

− Projects from home market dealing 

directly with customers 

7 

Exporting with 

local partner 

Any reference to: 

− Entry through partnership 

− Export with local partner/connection 

3 

Exporting with 

local manager/s 

Any reference to: 

− Export with local sales manager/BDM 
3 

Local company 

setup with 

partner 

Any reference to: 

− New company with partner/s 

− Joint venture 

2 

Local company 

setup (fully 

owned) 

Any reference to: 

− Branch 

− Subsidiary 

− Local office 

− New company 

5 

Motive for 

MEM Choice 

Minimise cost / 

risk 

Any reference to: 

− Minimise cost 

− Minimise risk 

− Cost effectiveness 

− Low risk 

− Low investment 

− Safe mode 

7 

Evaluate the 

market 

Any reference to: 

− Evaluate, test or assess the market 

− Perceived risk 

− Not knowing the market 

3 
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Subcategory Code Definition Frequency 

 

Type of product 

/ service easy to 

manage through 

export 

Any reference to: 

− Easy to manage from home country 

− Easiest way 

− Not required local presence 

4 

Based on first 

export order 

Any reference to: 

− Not previously planned, so entered 

after first enquiry 

− Project through local connection 

3 

Due to host 

market 

restrictions 

Any reference to: 

− Laws and regulations/restrictions in 

host market 

− Tax disadvantages 

− Demanding requirements for local 

setup 

2 

Due to home 

market 

challenges 

Any reference to: 

− Economic situation in home market 

− Laws and regulations in home market 

2 

Because of 

partner advice 

Any reference to: 

− Business partner help 

− Support from business partner 

− Business partner connections for 

projects 

3 

Not perceived 

much risk 

Any reference to: 

− Not perceived risk 

− Perceive low risk 

− Expected positive outcome 

2 

To avoid control 

and quality risks 

of having a 

partner 

Any reference to: 

− Avoid risks of having someone else 

involved 

− Quality concerns if partner involved 

− Required proper control 

− Trust issues with partner 

4 

Ease of setting 

up a company 

Any reference to: 

− Simple setup process 

− Quick setup process 

− Inexpensive setup process 

1 

Benefits of 

having a local 

presence 

Any reference to: 

− Benefits of having local company 

− Benefits of having a local team 

− Benefits of having assets/equipment in 

the host market 

3 
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Subcategory Code Definition Frequency 

Mode Change 

Changed mode 

after entry 

Any reference to: 

− Change from export to partnership 

− Change from export to local office 

− Change from partnership to local 

office 

− Change in partnership 

− Change in location/company type 

9 

Not changed 

mode after entry 

Any reference to: 

− No change 

− No considered change 

− No change, but considered change 

11 

Mode Change 

Motives 

Best mode for 

operations / 

increase sales 

Any reference to: 

− Best mode for operations 

− To increase sales 

6 

Lower cost / 

increase 

efficiency 

Any reference to: 

− To lower costs 

− To increase efficiency 

− Required more support 

3 

Mode Change 

Results 

Positive results 

Any reference to: 

− Increase in sales 

− Lower costs 

− Improved efficiency 

− Operate properly 

− Having local support 

8 

Negative results 
Any reference to: 

− Change did not bring expected results 
1 

Typical MEM 

Export 

Any reference to: 

− Typically export 

− Mostly export 

− Always export 

12 

Export or local 

office / 

partnership 

Any reference to: 

− Export or partnership 

− Various modes 

− Export or local office 

5 

Partnership 

Any reference to: 

− Local support 

− Partnership 

2 

Local office 

Any reference to: 

− Open branch 

− Open local office 

1 
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Category 3: Types of Competitive Advantage 

Subcategory Code Definition Frequency 

Internalisation 

Advantages 

Partnership but 

perceived risk  

Any reference to: 

− Partnership 

− Risk in proprietary knowledge 

dissipation 

− Risk in information misuse 

− Risk related to lack of knowledge  

− Risk of services quality deterioration  

− Cost of making and enforcing 

contracts  

− Risk of conflicts  

5 

No partnership 

Any reference to: 

− No partner 

− Assets integrated within the firm 

− Skills integrated within the firm 

− No risk in knowledge dissipation 

10 

Partnership but 

no perceived 

risk  

Any reference to: 

− Partnership  

− Relevant risks not perceived  

− No particular risk perceived  

5 

Firm-Specific 

Advantages 

Before Market 

Entry 

Niche market 

Any reference to: 

− Niche market  

− Gap in the market  

− Specialisation in specific industry  

7 

Exclusive 

distribution 

rights 

Any reference to: 

− Exclusive distribution rights  
1 

Unique product 

or service 

Any reference to: 

− Unique product  

− Unique service  

− Optimised products  

− Offering products not available in the 

market  

4 

Quality of 

product or 

service 

Any reference to: 

− Quality of product  

− Quality of service  

− Other product or service benefits  

− Technically advanced products  

9 
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Subcategory Code Definition Frequency 

 

Team expertise  

Any reference to: 

− Well trained employees  

− Technical advantage  

− Specific knowledge  

− Specific skills  

− Other specific expertise  

9 

Strong sales 

team 

Any reference to: 

− Knowledgeable sales team  

− Experienced sales team  

3 

In-house 

capabilities 

Any reference to: 

− In-house capabilities  

− Turnkey solutions  

− Specific processes provided in-house  

− Specific services provided in-house  

4 

Presence in 

foreign markets 

Any reference to: 

− Presence in foreign markets 
1 

Strong customer 

base 

Any reference to: 

− Large customer base  

− Relationships with existing customers  

− Connections with customers in local 

market  

− Connections with customers in target 

foreign market  

5 

Fast/on-time 

delivery 

Any reference to: 

− Short delivery time  

− On-time delivery  

− Faster delivery  

− Everyday support  

− Readily available in the market  

4 

Flexibility/fast 

decision-making 

Any reference to: 

− Fast decision making  

− React quickly  

− Very flexible  

− React to market demands  

5 

Lower price 

Any reference to: 

− Lower price  

− Higher margins  

− Reduced rates  

− Competitive price  

4 
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Subcategory Code Definition Frequency 

Firm-Specific 

Advantages 

Developed in 

the Foreign 

Market 

Niche market 

Any reference to: 

− Niche market 

− Satisfy specific needs 

1 

Exclusive 

distribution 

rights 

Any reference to: 

− Exclusive distribution rights 
1 

Unique product 

or service 

Any reference to: 

− A wider range of products or services 

− New products developed based on 

local requirements 

− Differentiated products or services 

5 

Quality of 

product or 

service 

Any reference to: 

− High quality 

− Compliant to regulations and 

requirements 

− Certified products 

3 

Team expertise  

Any reference to: 

− High calibre people 

− Specific technical expertise 

− Specific knowledge or skills 

3 

Presence in 

foreign markets 

Any reference to: 

− Presence in other markets  

− Image of having a company in a 

particular market 

2 

Fast / on-time 

delivery 

Any reference to: 

− Fast delivery 
1 

Local office 

Any reference to: 

− Local office 

− Local company 

− Local factory 

4 

No FSA in new 

market 

Any reference to: 

− Not created any new FSA in foreign 

market after entry 

4 
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Category 4: Firm Capabilities 

Subcategory Code Definition Frequency 

International 

Marketing Skills 

Strong market 

planning skills 

Any reference to: 

− Market planning  

− Market research and analysis  

− Customer research  

− Competitor research  

− Market entry strategy preparation  

− Business plan preparation  

− Projections preparation  

− Feasibility study  

16 

Poor market 

planning skills 

Any reference to: 

− Limited market planning 

− No market planning or research 

4 

Strong 

marketing 

Any reference to: 

− Presence of marketing department 

− Dedicated marketing team 

− Marketing plan/strategy/campaign 

− A lot of marketing 

activities/collateral 

10 

Poor marketing 

Any reference to: 

− No marketing department or manager 

− Limited marketing activities 

− No marketing 

10 

Strong 

segmentation 

and targeting 

Any reference to: 

− Strong in segmentation and targeting 

− Different value propositions 

− Segmentation and targeting by 

specific categories 

16 

Poor 

segmentation 

and targeting 

Any reference to: 

− Limited segmentation and targeting 

− Limited segmentation but no 

targeting 

− No segmentation and targeting, using 

same approach for all clients 

4 
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Subcategory Code Definition Frequency 

International 

Innovativeness 

New 

product/service 

development 

Any reference to: 

− Firm known for technical 

expertise/innovative products 

− Early implementation of latest 

trends/technologies 

− Award for innovation 

− Technologically advanced solutions 

− Very innovative company 

− R&D activities 

13 

Implementation 

of latest trends in 

products/services 

Any reference to: 

− Use of innovative technologies 

− Provide latest technologies 

− Study the market and keep up-to-

date with latest trends 

6 

No innovation 

present 

Any reference to: 

− No R&D present 

− No innovation present 

1 

International/ 

export 

entrepreneurship 

Export: less than 

25% of revenue 

from foreign 

markets 

Any reference to: 

− 5% to 24% of revenue coming from 

foreign markets 

6 

Export: 25% to 

50% revenue 

from foreign 

markets 

Any reference to: 

− 25% to 50% of revenue coming 

from foreign markets 

8 

Export: Over 

50% revenue 

from foreign 

markets 

Any reference to: 

− More than 50% of revenue coming 

from foreign markets 

6 

Export speed: 

start within 1 

year 

Any reference to: 

− Entered market immediately 

− Entered market in less than a year 

5 

Export speed: 

start within 1 to 

2 years 

Any reference to: 

− Entered market in year 1 

− Entered market in year 2 

10 

Export speed: 

start within 3 to 

5 years 

Any reference to: 

− Entered market within 3 to 5 years 
3 

Export speed: 

start after more 

than 5 years 

Any reference to: 

− Entered market after more than 5 

years 

2 
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Subcategory Code Definition Frequency 

 

Less than 5 

years of 

international 

experience 

Any reference to: 

− 1 to 4 years of international 

experience 

5 

5 to 10 years of 

international 

experience 

Any reference to: 

− 5 to 10 years of international 

experience 

7 

More than 10 

years of 

international 

experience 

Any reference to: 

− More than 10 years of international 

experience 

8 

Present in less 

than 10 markets 

Any reference to: 

− Present in less than 10 foreign 

markets 

7 

Present in 10 to 

20 markets 

Any reference to: 

− Present in 10 to 20 foreign markets 
8 

Present in more 

than 20 markets 

Any reference to: 

− Present in more than 20 foreign 

markets 

5 

Category 5: Network Ties 

Subcategory Code Definition Frequency 

Business 

Network Ties 

Business 

network ties 

with customers 

in host market 

Any reference to: 

− Connections with customers  

− Ties with customers 

− Connections with key players 

8 

Business 

network ties 

with partners in 

host market 

Any reference to: 

− Connections with various 

agencies/firms to support the local 

business 

− Connections with partners 

7 

Business 

network ties 

with existing 

customers in 

other markets 

also present in 

host market 

Any reference to: 

− Customers from home market present 

in host market 

− Key customers present in international 

markets, including host market 

− Customers from other markets present 

in host market 

6 

No business 

network ties 

Any reference to: 

− No ties with partners in host market 

− No business connections in host 

market 

3 
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Subcategory Code Definition Frequency 

Institutional 

Network Ties 

Institutional 

network ties in 

host market 

Any reference to: 

− Connections with government 

officials 

− Connections with government 

agencies 

3 

No institutional 

network ties in 

host market 

Any reference to: 

− No institutional network ties 

− No connections with institutions 

17 

Category 6: Types of CA, firm capabilities and network ties impact on MEM choice 

Subcategory Code Definition Frequency 

Types of CA 

that impact 

MEM choice 

in focus 

market 

Niche market 

Any reference to: 

− Niche market  

− Gap in the market  

− Specialization in specific industry  

3 

Exclusive 

distribution 

rights 

Any reference to: 

− Exclusive distribution rights  
1 

Unique product 

or service 

Any reference to: 

− Unique product  

− Unique service  

3 

Quality of 

product or 

service 

Any reference to: 

− Quality of product  

− Quality of service  

− Other product or service benefits  

− Technically advanced products 

6 

Fast / on-time 

delivery 

Any reference to: 

− Short implementation time 

− Daily support 

− Shorter lead times 

2 

Lower price 
Any reference to: 

− Lower price 
1 

In-house 

capabilities 

Any reference to: 

− Specific processes provided in-house 

− In-house production 

− Vendor neutral 

− Assets availability 

4 

Team expertise 

Any reference to: 

− Specific knowledge and skills 

− Experience of core team 

2 
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Subcategory Code Definition Frequency 

 

Strong sales 

team 

Any reference to: 

− Knowledgeable sales team  

− Experienced sales team  

2 

Location 

advantages 

Any reference to: 

− Global presence 

− Local office 

− Image from office in UAE 

− Low cost team based in India 

3 

Network ties 

Impact MEM 

Choice in 

Focus Market 

Business 

network ties 

Any reference to: 

− Connections with potential customers 

− Connections with partners 

3 

No Impact No impact 

Any reference to: 

− No impact on MEM choice 

− MEM choice would be the same 

− Impacted the choice of entry, but not 

the MEM choice 

4 

Types of CA 

and Impact of 

Network Ties 

on MEM 

Choice in 

Focus Market 

Increased 

confidence 

Any reference to: 

− Anticipated success leading to 

aggressive market entry 

− Increased confidence resulting from 

various types of CA and network ties 

− Not perceived much risk  

12 

Incremental 

entry 

Any reference to: 

− Expand in the foreign market after 

gaining more experience 

− From export to local office after first 

projects / sales 

3 

Required local 

presence 

Any reference to: 

− Required local presence for support 

− Required local presence for products / 

services delivery reasons 

3 

Types of CA 

Impacting 

MEM choice 

in Other 

Foreign 

Markets 

Quality of 

product or 

service 

Any reference to: 

− Quality of product 
1 

Lower price 
Any reference to: 

− Lower price 
1 

In-house 

capabilities 

Any reference to: 

− Technical knowledge 
1 

Location 

advantages 

Any reference to: 

− Manufacturing facility in foreign 

market 

1 
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Subcategory Code Definition Frequency 

Network Ties 

Impact MEM 

Choice in 

Other Foreign 

Markets 

Business 

network ties 

Any reference to: 

− Connections with customers 
1 

No Impact on 

Other Foreign 

Markets 

No impact 

Any reference to: 

− No impact on MEM choice (unlike in 

focus market) 

− No impact on MEM choice (same as 

in focus market) 

4 

Types of CA 

and Network 

Ties Impacting 

MEM Choice 

in Other 

Foreign 

Markets 

Same impact as 

in focus market 

Any reference to impact on MEM choice 

from: 

− Quality of product/service  

− Unique product/service  

− In-hose capabilities  

− Location advantages  

− Business network ties  

− Fast/timely delivery  

− Exclusive distribution rights 

− Niche market 

− Lower price 

− Strong sales team 

− Strong team 

14 

Types of CA 

and Impact of 

Network Ties 

on MEM 

Choice in 

Other Foreign 

Markets  

Different from 

impact in focus 

market – 

increased 

confidence 

Any reference to: 

− Increased confidence resulting from 

various types of CA and network ties 

5 

Same impact as 

in focus market: 

increased 

confidence 

Any reference to: 

− Anticipated success leading to 

aggressive market entry 

− Increased confidence resulting from 

various types of CA and network ties 

− Not perceived much risk  

9 

Same impact as 

in focus market: 

incremental 

entry 

Any reference to: 

− From export to local office after first 

projects/sales 

2 

Same impact as 

in focus market: 

required local 

presence 

Any reference to: 

− Required local presence for support 
1 
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Category 7: Distance 

Subcategory Code Definition Frequency 

Similarities 

Between 

Home and 

Host Country 

Cultural 

similarities 

Any reference to: 

− Similar mind-set 

− Similar culture 

− Same language 

− Same religion 

− Similar values and behaviours 

10 

Business 

similarities 

Any reference to: 

− Similar volume of business 

− Similar sales cycle 

− Similar business practices 

− Similar business culture 

6 

Institutional 

similarities 

Any reference to: 

− Similarities in healthcare 
1 

Economic 

similarities 

Any reference to: 

− Similar economic situation 

− Similar level of technological 

development  

2 

No similarities 

perceived 

Any reference to: 

− Not similar 

− No similarities perceived 

− No relevant similarities 

− Not sure about any similarities 

7 

CD Between 

Home and 

Host Country 

Distance related 

to culture 

Any reference to: 

− Privacy aspects 

− Friendliness 

− Respect 

− Discrimination 

− Arab/Western culture 

− Tradition 

− Socialisation 

− Punctuality 

7 

Distance related 

to religion 

Any reference to: 

− Religion 

− Christian 

− Muslim 

5 

Distance related 

to risk aversion 

Any reference to: 

− Risk adverse 
1 

Distance related 

to cost 

consciousness 

Any reference to: 

− Cost conscious 
1 
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Subcategory Code Definition Frequency 

 

CD not 

perceived 

Any reference to: 

− No cultural differences perceived 

− CD not perceived 

11 

Business 

Distance 

Between 

Home and 

Host Country 

Personalised 

relationships 

Any reference to: 

− More relationship management 

required 

− Building trust 

− Face-to-face business 

− Long meetings 

− Regular visits to clients 

3 

Formalities 

Any reference to: 

− More formal meetings 

− More formalities in doing business 

2 

Decision-

making process 

Any reference to: 

− Differences in decision-making 

process 

− Complexity/ease of decision-making 

3 

Negotiations 
Any reference to: 

− Level of negotiations required 
2 

Work ethics 
Any reference to: 

− Level of work ethics 
1 

Business 

difficulties 

Any reference to: 

− Challenges and difficulties in doing 

business 

− Delays 

2 

No business 

distance 

perceived 

Any reference to: 

− No business differences perceived 

− No business distance perceived 

9 

ID Between 

Home and 

Host Country 

Government and 

politics 

Any reference to: 

− Democracy 

− Ruling family 

− Differences in politics 

− Government’s work 

3 

Rules and 

regulations 

Any reference to: 

− Rules 

− Regulations 

− Bans 

− Visa processes 

4 

No ID perceived 
Any reference to: 

− No institutional distance perceived 
13 
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Subcategory Code Definition Frequency 

ED Between 

Home and 

Host Country 

Level of 

economic 

development 

Any reference to: 

− Most developed in the region 

− Well organised 

− Developed country 

− Developing country 

− Emerging economy 

− Progressive/more advanced country 

8 

Market stability 

and change 

Any reference to: 

− Stability 

− Changes/transformation 

3 

Infrastructure 
Any reference to: 

− Infrastructure  
2 

Knowledge and 

education 

Any reference to: 

− Education 

− Knowledge-based economy 

4 

Multinationality 

Any reference to: 

− Multicultural 

− Multi-national 

− Many nationalities 

7 

Ease of doing 

business 

Any reference to: 

− Simple company setup process 

− Cost of doing business 

− Ease/difficulty of doing business 

5 

Competition 

Any reference to: 

− Competition 

− Strong competition 

2 

Wealth 

Any reference to: 

− Higher paying 

− Higher income 

− Wealthier 

4 

Taxes 
Any reference to: 

− No tax 
2 

Price and 

quality 

Any reference to: 

− Lower prices 

− Importance of quality 

− Higher quality 

− Prepared to pay more 

4 

Healthcare 

Any reference to: 

− Different healthcare system 

− More advanced healthcare 

2 

ED not 

perceived 

Any reference to: 

− No ED perceived 
7 
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Subcategory Code Definition Frequency 

GD Between 

Home and 

Host Country 

Very near 

Any reference to: 

− Near/very near 

− Neighbouring countries 

6 

Relatively near 

Any reference to: 

− Quite near 

− Relatively near 

2 

Slightly far 

Any reference to: 

− Relatively far 

− Slightly far 

3 

Very far 

Any reference to: 

− Far/very far 

− Far apart 

− Far in time zones 

9 

Category 8: Role of Distance in MEM Choice 

Subcategory Code Definition Frequency 

Distance 

Dimensions 

Related to 

MEM Choice 

in Focus 

Market 

Business culture 

in host market 

Any reference to: 

− Business culture characteristics 

− Way of doing business 

2 

Host market 

advantages 

Any reference to: 

− Ease of company set up 

− Advantages in the market 

3 

Host market 

challenges 

Any reference to: 

− Instability 

− Bans 

− Difficulties and challenges 

3 

Unfamiliarity 

with the culture 

in host market 

Any reference to: 

− Unfamiliarity with the local culture 

− No knowledge about the local market 

1 

Similarities 

between home 

and host market 

Any reference to: 

− Similar health insurance coverage 
1 

Mode change 

Any reference to: 

− Host market restrictions leading to 

mode change 

− Local business culture requiring mode 

change 

2 

No impact or 

relation to MEM 

Any reference to: 

− No impact of distance on MEM choice 

− Distance not considered in MEM 

choice 

10 
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Subcategory Code Definition Frequency 

Role of 

Distance 

Dimensions on 

MEM Choice 

in Focus 

Market 

Increased 

confidence 

Any reference to: 

− Perceived to sell easier with local 

company setup, due to proximity 

− Not taxes benefit for setting up a local 

company 

2 

Incremental 

entry 

Any reference to: 

− Complex legislative requirements 

leading to incremental entry 

− Differences between home and host 

market leading to assess the market 

with low investment before further 

market penetration 

2 

Required local 

presence 

Any reference to: 

− Required local offices/company 

− Benefits of having a local presence 

− Easier market entry with local 

company setup 

7 

Only option 
Any reference to: 

− Only MEM option due to bans 
1 

Decision to not 

change mode 

Any reference to: 

− Evaluated mode change with 

incremental entry, but due to 

regulations, costs and risks, decided 

not to change mode 

1 

Role of GD on 

MEM Choice 

in Focus 

Market 

GD – required 

local presence 

Any reference to: 

− Large market requiring offices in 

various locations 

− Required local manufacturing facility 

to reduce lead time and cost 

− Required local team to properly run 

the business 

3 

GD – export 

Any reference to: 

− Market distance leading to export as 

preferred MEM 

1 

Geographical 

proximity – 

required local 

presence 

Any reference to: 

− Easy control over foreign operations 

due to proximity 

− Proximity impacting decision to 

export with local partner support 

2 

No relation 

Any reference to: 

− Not the main driver 

− No impact or influence 

− Role in market choice, but not in 

MEM choice 

14 
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Subcategory Code Definition Frequency 

Distance 

Dimensions 

Related to 

MEM Choice 

in Other 

Foreign 

Markets 

Business culture in 

host market 

Any reference to: 

− Business practices 

− Cultural differences impacting 

business practices 

2 

Host market 

challenges 

Any reference to: 

− Difficulties in visa process 

− Legislation  

− Language barrier 

2 

Unfamiliarity with the 

culture in the host 

market 

Any reference to: 

− Perceived higher risk due to 

unfamiliarity with the local 

market and culture 

1 

No impact or relation 

to MEM 

Any reference to: 

− No impact or influence 

− No role in MEM choice 

10 

GD Related to 

MEM Choice 

in Other 

Foreign 

Markets 

GD 

Any reference to: 

− Same impact as in focus market 

− GD impact on choice of MEM 

4 

Geographicalproximity 

Any reference to: 

− Partial impact of geographic 

proximity on MEM choice 

− Geographic proximity impact 

on MEM choice 

3 

Role of 

Distance 

Dimensions on 

MEM Choice 

in Other 

Foreign 

Markets 

Incremental entry 

Any reference to: 

− Business differences leading to 

incremental entry 

− Depending on risk perception 

levels – in case of low risk, 

entry through local office setup 

2 

Required local 

presence 

Any reference to: 

− Difficulties in operating in the 

host market, lead to require a 

local partner 

− Challenges in entry barriers 

lead to company acquisition 

2 

Role of GD on 

MEM Choice 

in Other 

Foreign 

Markets 

GD – required local 

presence 

Any reference to: 

− Required local presence for 

timely business requirements  

1 

GD – export  

Any reference to: 

− Entering only near markets that 

can be supplied through export 

2 

Geographical 

proximity – required 

local presence 

Any reference to: 

− Some impact of market 

proximity on local presence 

1 
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Subcategory Code Definition Frequency 

 

Geographical 

proximity – export  

Any reference to: 

− Impact of proximity on export 

for fast delivery, without 

requiring local presence 

2 

Category 9: Firm Performance Background 

Subcategory Code Definition Frequency 

Understanding 

Firm 

Performance 

Financial 

performance 

Any reference to: 

− Revenue, net profit, profit, cash flow, 

margin 

− Financial performance 

13 

Strategic 

performance 

Any reference to: 

− Market share 

− Objectives achievement 

− Business growth, organisational 

growth 

− Success or failure 

− Image, reputation 

− Expansion 

16 

Management 

satisfaction 

Any reference to: 

− Stakeholders satisfaction 

− Shareholder value 

2 

Customer 

satisfaction 

Any reference to: 

− Customer care 

− Loyal clients/customers 

− Quality services to clients/customers 

− Customer satisfaction 

6 

Employee 

satisfaction 

Any reference to: 

− Satisfied employees 

− Employees performance 

− Stakeholders satisfaction 

3 

Performance 

Measures 

Used by 

Company 

Financial 

performance 

measures 

Any reference to: 

− Financial measures 

− Sales/revenue 

− Profit/net profit/gross profit/ EBITA 

− ROI 

− Financial turnover 

− Margin 

− Cash flow 

20 
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Subcategory Code Definition Frequency 

 

Strategic 

performance 

measures 

Any reference to: 

− Key performance indicators 

− Critical success factors 

− Market share 

− Growth/profit growth 

− Balanced Score Card 

− Performance matrix for sales team 

− Health of pipeline 

− Retention 

− Reputation 

18 

Management 

satisfaction 

measures 

Any reference to: 

− Owner satisfaction 
1 

Customer 

satisfaction 

measures 

Any reference to: 

− Customer satisfaction 

− Balanced Score Card 

− Repeat business 

12 

Structured and 

properly defined 

measures 

Any reference to: 

− Defined performance metrics 

− Many measures of performance 

− Quarterly evaluation 

7 

Simply defined 

measures 

Any reference to: 

− A few measures of performance 

− Primarily basic financial measures 

13 

Performance 

Goals 

Financial 

performance 

goals 

Any reference to: 

− Goals/objectives related to cashflow, 

sales, profits and other financial 

measures 

7 

Strategic 

performance 

goals 

Any reference to: 

− Being ahead of competition 

− Healthy pipeline 

− Success related goals 

− Innovation related goals 

− Growth related goals 

− Increase in overall performance 

− Increase in market share 

18 

Customer 

satisfaction 

goals 

Any reference to: 

− Customer satisfaction 

− Timely delivery/completion 

− Repeat business 

4 
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Subcategory Code Definition Frequency 

Performance 

Goal Setting 

Yearly goal 

setting with 

quarterly review 

Any reference to: 

− Goals defined yearly 

− Evaluation/measurement done 

quarterly 

13 

Yearly goal 

setting with 

monthly review 

Any reference to: 

− Goals defined yearly 

− Evaluation/measurement done 

monthly 

4 

Yearly goal 

setting with 

quarterly / 

monthly review 

Any reference to: 

− Goals defined yearly 

− Some goals measured/evaluated 

monthly and some quarterly 

3 

Goal setting 

done by top 

management 

based on market 

conditions / 

company 

capabilities 

Any reference to: 

− Senior management/owner/founder 

/top management setting goals 

− Based on market situation/conditions 

− Based on internal situation/conditions 

− Based on company capabilities 

− Based on product application 

− Based on forecasted projects/sales 

11 

Goal setting 

done by top 

management 

with feedback 

from mid 

management 

Any reference to: 

− Senior management/top 

management/owner/founder setting 

goals 

− Feedback from mid 

management/other 

departments/regional teams 

6 

High goal 

setting 

Any reference to: 

− Setting high objectives 
1 

Realistic goal 

setting 

Any reference to: 

− Setting goals realistically 

− Setting goals not too high or too low 

− Setting goals we are able to achieve 

− Setting goals realistically based on 

market situation/capabilities/resources 

− Setting goals based on previous year 

performance or industry standards 

− Setting goals based on market 

conditions/opportunities/challenges 

15 

Low goal setting 

Any reference to: 

− Current change in core business 

causing main goal to be to efficiently 

and successfully implement the 

change 

1 
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Unofficial goal 

setting 

Any reference to: 

− Goals not set officially, just basic 

guidelines 

− Discussed monthly targets, but no 

goals written done 

2 

No goal setting 
Any reference to: 

− Performance goals are not set 
1 

Resource 

Commitment 

Toward Goal 

Achievement 

Minimum 

resource 

commitment 

Any reference to: 

− Keeping costs at minimum levels 

− Limited resources available to invest 

− Occasional project-based resource 

commitment 

3 

Required 

resource 

commitment 

Any reference to: 

− Allocate resources based on needs to 

achieve goals 

− Commit required resources evaluating 

benefits 

− Invest required resources 

− Resources allocated yearly 

− Commit required resources for project 

needs 

15 

Significant 

investments 

Any reference to: 

− Significant investment in equipment, 

training and other required expenses 

1 

No additional 

resource 

commitment 

Any reference to: 

− Goals are defined considering the 

resources 

1 

Action Taken 

in Case of 

Low 

Performance 

Detailed cause-

solution process 

Any reference to: 

− Various actions taken in case of low 

performance, for different aspects 

(employee, sales, market 

challenges…) 

− Restructuring 

− Resources reallocation 

− Employee raining and motivation 

Problem analysis, problem-solving 

− Change in strategy 

− Product / service changes based on 

market conditions / demand 

− Quarterly reviews and actions 

− Reduce costs 

− Root cause analysis 

− Corrective actions 

− Preventive actions 

13 
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Subcategory Code Definition Frequency 

 

Limited cause-

solution process 

Any reference to: 

− Required actions to improve processes 

or reduce staff after yearly evaluation 

− Try to cut fixed costs to achieve better 

margin 

− Motivate team / put pressure on team 

− Training 

− Termination 

4 

No particular 

action taken 

Any reference to: 

− No action taken 

− No particular action taken if 

performance is lower a year or two 

− No specific action, mostly performing 

well 

3 

Category 10: Firm Performance, Determinants, and Moderators 

Subcategory Code Definition Frequency 

Overall Firm 

Performance 

Performing very 

well 

Any reference to: 

− Performing better than competitors 

− Performance growth every year 

− Performing very well considering 

market conditions 

− Performing very well 

10 

Performing well 

Any reference to: 

− Performing well 

− Performing well, but could be better 

− Had some challenges, but doing well  

− Performing well, but not as well as we 

planned / would like to 

5 

Low 

performance 

Any reference to: 

− Surviving/not performing well 

− Improving, but it’s a tough time 

− Doing OK, but difficult to get new 

business 

− Mostly break-even 

5 

Firm 

performance in 

foreign market 

Performing very 

well 

Any reference to: 

− Successful in the foreign market 

− Performing very well  

− Performing extremely well 

− Continuously doing well 

9 

 

 

Continues 



Appendix 23 

 

Subcategory Code Definition Frequency 

 

Performing well 

Any reference to: 

− Did well, but not as much as we 

could / planned 

− Relatively successful 

− Better than break-even 

− Performing well 

− Performing as per our needs 

8 

Low 

performance 

Any reference to: 

− We had a tough year 

− Very bad 

− Surviving 

3 

Key 

Performance 

Contributors 

as per 

Manager’s 

Opinion 

General 

Manager/Sales 

Manager in host 

country 

Any reference to: 

− General manager in host market 

− Regional manager in host market 

− Sales team in host market 

− Business development manager in 

host market 

− Project manager in host market 

9 

Employees 

Any reference to: 

− Our people 

− Diversity of our people 

3 

Business partner 

in host country 

Any reference to: 

− Local partner 

− Business partners 

− Distributors 

6 

Business 

connections with 

key clients 

Any reference to: 

− Contacts 

− Connections 

− Connections with clients 

4 

Quality 

products/services 

Any reference to: 

− The way we build systems 

− Usability 

− Product quality 

− Services quality 

6 

Industry/market 

knowledge and 

experience 

Any reference to: 

− Engineering knowledge 

− Understand the business 

− Experience in the market 

− Understanding the market 

− Experience in the industry 

4 

Cost 

effectiveness 

Any reference to: 

− Cost effectiveness 
1 
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Exclusive 

distribution 

rights 

Any reference to: 

− Exclusive distribution rights 
1 

Innovation 

Any reference to: 

− New ideas 

− New solutions 

− New products 

2 

Price / on time 

delivery 

Any reference to: 

− Prices 

− On-time delivery 

1 

Maintaining 

relationships 

with clients and 

customers 

Any reference to: 

− Quality customer care 

− Listen to customers 

− Established customer relationships 

− Good relationship with customers 

− Keeping strong relationships with 

customers 

6 

Presence in 

UAE 

Any reference to: 

− Our presence in the UAE 
1 

Host country 

opportunities 

Any reference to: 

− Requirement for our type of brand in 

the market 

− Significant investments in the country 

related to our services 

2 

Key 

Performance 

Contributor 

Impact on 

Performance 

as per 

Manager’s 

Opinion 

Creating sales 

leads 

Any reference to: 

− Establishing connections  

− Sales leads 

− New leads 

− Find opportunities/customers 

− Increase referrals 

7 

Repeat business 

Any reference to: 

− Repeat business 

− Repeat sales 

7 

Increase in 

sales/profits 

Any reference to: 

− New business 

− Get more sales 

− Increased requirement for products 

which we have exclusive distribution 

rights 

− Increased/higher sales and profits 

− Achieved great sales results 

8 
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Increased 

performance/growth 

Any reference to: 

− Increase our performance 

− Better ROI 

− Helps us grow 

− Increasing business performance 

and growth 

− Achieved great sales results 

5 

Goals achievement 

Any reference to: 

− Achieving our goals 

− Delivering all projects 

− Contribute to financial and 

strategic goals 

4 

Customer 

satisfaction 

Any reference to: 

− Providing excellent service 

Helping/supporting customers 

− Satisfied customers 

5 

Building customer 

trust 

Any reference to: 

− Building trust and reliability 

− Making customers trust us 

− Build trust 

4 

Supporting 

performance/sales 

Any reference to: 

− Supported by engineering 

knowledge 

− Support from our people 

− Maintain relationships with 

customers 

4 

Reduced 

performance 

Any reference to: 

− Partners working on their own for 

their own benefits reduces 

business performance 

1 

Potential New 

Performance 

Contributors 

as per 

Manager’s 

Opinion 

Having more 

salespeople in host 

country 

Any reference to: 

− Need more salespeople 

− Having more people on the ground 

− Employing a business 

development manager 

5 

Increased presence 

in host country 

Any reference to: 

− Increase size and locations of 

rental fleet 

− Increase manager’s visits 

− Grow our presence 

− Set up a local office 

5 

Increased marketing 

activities 

Any reference to: 

− Increased marketing 
2 
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Developing new 

products 

Any reference to: 

− Developing new products 
1 

Investing more in 

people 

Any reference to: 

− Investing more in our people 
1 

Better 

understanding of 

the market 

Any reference to: 

− Need to better understand the local 

market 

1 

Improved host 

country political 

stability / 

regulations 

Any reference to: 

− Political stability in the region would 

help 

− Political stability and regulations 

would ease the way of doing 

business 

2 

Not mentioned 

Any reference to: 

− Not mentioned 

− Not aware 

− Not sure 

− No other contributor 

6 

MEM Impact 

on 

Performance 

as per 

Manager’s 

Opinion 

Creating sales 

leads 

Any reference to: 

− Partner helps us creating new leads 
1 

Increase in sales / 

profits 

Any reference to: 

− Helped in getting awarded large 

projects 

− Made the local sales and revenue 

higher 

− Increasing revenue 

− Extremely important to have local 

presence for sales 

− Helps deliver products faster 

− Increases performance 

− Higher net profit 

− Impacts our profit 

10 

Increased 

performance 

Any reference to: 

− Having better performance 

− Better performance with local office 

− Improving our performance 

− Significant influence on our firm 

performance 

− Influences and supports our business 

performance 

5 

Supporting 

performance/sales 

Any reference to: 

− Support our performance based on their 

connections and experience 

1 
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Keeps costs low 

Any reference to: 

− Keep our operations costs very low 

− We would have higher costs with a 

local office 

− Keep costs very low 

− Very limited expenses 

6 

Lower 

performance 

Any reference to: 

− Partners lead us to almost no business 

there 

− We would perform better, have much 

higher sales and profits with a local 

company 

− With only export we have lower sales 

and profits 

3 

Not sure 
Any reference to: 

− This MEM was the only way 
1 

Impact of 

Types of CA, 

Firm 

Capabilities 

and Network 

Ties on Firm 

Performance 

as per 

Manager’s 

Opinion 

Creating sales 

leads 

Any reference to: 

− Enabling to approach customers in 

host market 

− Creating new business/sales leads 

− Referrals 

6 

Repeat business 

Any reference to: 

− Keep customers interested 

− Customer retention/loyalty 

− Repeat business 

− Long-term relationships with 

customers 

10 

Increase in 

sales/profits 

Any reference to: 

− Help us get more projects/jobs 

− Continue to buy and rent from us 

− Increase our sales 

− Need to buy from us 

− High sales potential 

− Prefer to buy from us 

− More sales and higher profits 

8 

Increased firm 

performance 

Any reference to: 

− Impacts firm performance 

− Influence firm performance 

− Contributor to our firm performance 

10 

Customer 

satisfaction 

Any reference to: 

− Customers happy to buy and rent 

from us 

− Satisfied customers 

6 
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Building 

customer trust 

Any reference to: 

− Customers rely on us 

− Customers trusting our capabilities 

− Clients trust us 

− Building trust with our customers 

4 

Role of 

Distance 

Dimensions 

On Firm 

Performance 

as per 

Manager’s 

Opinion 

Repeat business 

Any reference to: 

− Customers return to us over and over 

again 

1 

Increase in 

sales/profits 

Any reference to: 

− Higher success rate 

− More high paying 

− Increasing sales 

− Winning projects 

− Profit is higher 

5 

Increased 

performance / 

growth 

Any reference to: 

− Higher performance level 

− Increasing our performance 

− Impact on our performance 

− Key driver of our performance 

− Doing well 

− Fast and efficient process, resulting in 

increased performance 

6 

Customer 

satisfaction 

Any reference to: 

− Higher satisfaction levels 
1 

Cheaper 

operations 

Any reference to: 

− Much cheaper to operate in host 

market 

1 

Lower 

performance 

Any reference to: 

− Obstacle to firm performance 

− Influences the low performance 

− Delayed results/performance 

− Limiting performance 

− Slowing down sales and profits 

7 

No impact 

Any reference to: 

− No impact on performance 

− No influence on performance 

− It does not matter 

6 
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Role of 

Distance 

Dimensions on 

Firm 

Performance 

in Other 

Markets as per 

Manager’s 

Opinion 

Creating sales 

leads 

Any reference to: 

− Find new clients 
1 

Repeat business  

Any reference to: 

− Repeat business 

− Nurturing relationships with clients 

2 

Increased 

performance 

Any reference to: 

− Achieve good performance results 

faster 

− Success story 

− Do business with greater ease 

− Doing very well 

− Influence on performance 

− Performing much better 

− Increases performance 

7 

Lower 

performance 

Any reference to: 

− Negative impact on performance 

− Sales slowdown 

− More difficult and slower to get jobs 

awarded 

5 

No impact 

Any reference to: 

− No impact 

− Not much influence 

9 

Eventual 

conflicts 

between 

employees 

Any reference to: 

− Might bring some conflicts due to 

cultural differences 

1 

Category 11: Industry Type 

Subcategory Code Definition Frequency 

Service 

IT services 

Any reference to: 

− Information technology services 

− IT services 

4 

Media services 
Any reference to: 

− Media services 
5 

Construction, oil 

and gas services 

Any reference to: 

− Services for construction industry 
1 

Market research 

services 

Any reference to: 

− Market research services 
1 

Food, beverage 

and hospitality 

services 

Any reference to: 

− Services for hotels, restaurants and 

food brands 

1 
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Events services 

Any reference to: 

− Events services 
1 

Manufacturing 

IT products 

Any reference to: 

− Information technology products 

− IT products 

2 

Media products 
Any reference to: 

− Media products 
1 

Construction, oil 

and gas products 

Any reference to: 

− Energy, oil, and gas products 

− Oil and gas products 

3 

Education 

products 

Any reference to: 

− Educational products 
1 

Chemical 

products 

Any reference to: 

− Chemical products 
1 

Pharmaceutical 

products 

Any reference to: 

− Pharmaceutical products 
1 

Food, beverage 

and hospitality 

products 

Any reference to: 

− Products for hotels and restaurants 

− Beverage products 

2 

Category 12: Ownership 

Subcategory Code Definition Frequency 

LLC Company 

in UAE 

Founder with 

local partner 

Any reference to: 

− % local partner and % founder 

− % local partner and % owner 

− LLC in UAE 

2 

Family business 

with local 

partner 

Any reference to: 

− % local partner and % family owned 

− LLC in UAE 

1 

Partnership 

Any reference to: 

− % bank as majority shareholder, % 

founder 

− LLC in UAE 

1 

Partnership with 

local partner 

Any reference to: 

− % local partner and % between other 

partners 

− LLS in UAE 

2 

Free Zone 

Company in 

UAE 

Single owner 

Any reference to: 

− Single owner 

− Free Zone company in UAE 

2 
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Family business 

Any reference to: 

− Family business 

− Free Zone company in UAE 

1 

Partnership 

Any reference to: 

− Privately owned by foreign 

owners/shareholders 

− Free Zone company in UAE 

3 

LLC/LTD 

Company 

Outside UAE 

Single owner 

Any reference to: 

− Single owner 

− LLC/LTD in India/UK/Slovenia 

3 

Family business 

Any reference to: 

− Family business 

− LLC in US/UK 

3 

Partnership 

Any reference to: 

− Private owners 

− % founders and % other investors 

− LLC in Finland/Jordan 

2 
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IMPACT OF MOTIVES ON MARKET ENTRY MODE CHOICE 

The table below presents an overview of different motives impacting SMEs managers' choice 

to export or use FDI as their foreign market entry mode, based on the responses received from 

SME managers during the interviews conducted in phase two of the empirical research. 

 Market Entry Mode 

Motives Influencing Market Entry Mode Choice Export FDI 

Due to the ease of setting up a company in the host market / 1 

Due to host market restrictions  1 1 

Due to home market challenges / 2 

Because we did not perceive much risk / 2 

Based on first export order received from a customer 3 / 

Because of advice received from a partner 1 2 

Due to benefits of having a local presence in host market  / 3 

Type of product/service easy to manage through export 4 / 

To avoid control and quality risks of having a partner 1 3 

To minimise risks and/or costs 10 / 
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OWNERSHIP ADVANTAGES OF PARTICIPATING SMES 

Based on responses received from SME managers during the interviews conducted in phase 

two of the empirical research, the following advantages were considered as OAs: 

− Firm size, with 14 small firms and six medium-sized firms; 

− Firm age, with 10 SMEs operating less than 10 years and 10 SMEs operating 10 years or 

more; 

− Years of international experience: Five SMEs had less than five years of international 

experience; seven had between five and 10 years of international experience; while eight 

SMEs had between 11 and 30 years of international experience; 

− Number of international markets: Seven SMEs were present in less than 10 markets; 

eight SMEs in 10 to 20 markets, and five SMEs were present in over 35 markets 

(globally); 

− Management expertise: 16 SMEs had strong management (senior management, owners, 

general managers, regional managers, and account managers), while the other four SMEs 

had poor levels of management expertise; 

− Ability to develop differentiated products: 17 SMEs had differentiated products, while the 

other three did not; 

− Market planning skills: 16 SMEs had strong or very strong market planning skills, which 

they used to enter the ‘focus’ host market, while the other four had poor market planning 

skills; 

− Marketing skills: 10 SMEs had very strong marketing skills and 10 SMEs had poor 

marketing skills; 

− Segmentation and targeting: 16 SMEs had strong or very strong segmentation and 

targeting strategies, while four of them had poor segmentation and targeting strategies. 
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FIRM PERFORMANCE OF PARTICIPATING SMES 

SME decision-makers that participated in the interviews had different views on what 

represents firm performance. Most of them mentioned financial (13 decision-makers) or 

strategic performance (16 decision-makers), while six of them also mentioned customer 

satisfaction, two of them management satisfaction, and three of them mentioned employee 

satisfaction as part of business performance. When asked about performance measures used at 

their companies, all 20 SME decision-makers mentioned the use of financial performance 

measures, primarily profit, but also revenue, sales targets, cash flow, margin, financial 

turnover, and other measures. 18 SMEs also use strategic performance measures, primarily 

KPIs, business growth, repeat business or customer retention, quality of products or services, 

and other measures. As an example of strategic performance measures, Participant A from the 

IT industry stated: 

[…] also, day to day measures to guide our employees and their energy towards the main 

objectives. Examples: specific number of projects won per week, achieved quarterly target 

revenue. We also have KPIs for the most important departments in our company, which measure 

almost each task of our employees as part of our quality assurance programme. We have 

performance matrix for sales, pre-sales design team, projects team, technical team, engineers. We 

have a lot of focus on functional managers, enabling them and getting their feedback to make 

required changes and improvements. We also have an incentive programme (driven by the 

revenue and gross profit), which accelerate their income. We also have the KPI programme, 

which measures the health of the pipeline.  

The above example shows a well-structured performance measurement system, which was the 

most complex system among the 20 SMEs.  

12 SMEs also use customer satisfaction measures, while only one mentioned management 

(owner) satisfaction. Overall, only seven of the 20 SMEs use structured and properly defined 

metrics, which are measured in specific periods, while the other 13 SMEs use simply defined 

performance measures, with a few measures present, which are either measured at the end of 

the year (in 10 cases) or throughout the year (in three cases). Another example of well-

structured and properly defined measures was present in an SME working in the media 

industry, where Participant P stated: 

We measure performance in different ways. Of course, we have our bottom line and our profit, 

but one of the things that we measure as well is the reputation and sentiment of the brand. We 

also look at what relationships we are bringing – so predictive analytics. We look at how we are 

performing and how we want to perform in the future, and how is the brand being perceived. We 

have also customer satisfaction measures with currently 100 percent feedback rating, and we also 

have KPIs for all employees and have regular audits to assess their work, and keep track also of 

the hours of our employees based in all the other countries.  

With reference to indicators of firm performance, the most common indicators used by SME 

research participants include financial performance indicators, such as sales growth (e.g. 
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Geringer, Tallman and Olsen 2000; Kim, Hwang and Burgers 1989), operating cash flow, 

return on investment (ROI), profit margin, and operating profit (e.g. Al-Matari et al. 2014), as 

well as strategic performance indicators, such as various CSFs and KPIs (e.g. De Wall 2013), 

but also growth, sales and profitability, team productivity, quality of products and services, 

and achievement of strategic goals (e.g. Robins, Tallman and Fladmoe-Lindquist 2002). In 

many cases, SMEs also use various customer satisfaction indicators of performance (e.g. 

Cengiz 2010; Santos and Brito 2012), where the most common indicator is customer loyalty 

and repeat business, representing cumulative customer satisfaction (Anderson et al. 1994). In 

two cases, SME decision-makers mentioned the use of the Balanced Scorecard (Kaplan and 

Norton 1992), and in only one case an SME also used  management satisfaction indicators 

(e.g. Akyol and Akehurst 2003; Lages, Jap and Griffith 2008; Sousa 2004; Wang and Olsen 

2002; Zahra, Neubaum and Huse 1997; Zou, Taylor and Osland 1998).  

As part of performance measurement systems various financial, strategic, and customer 

satisfaction goals are included, which are set by senior management based on market 

conditions and/or their capabilities (11 SMEs), and/or based on feedback from middle 

management (six SMEs). For example, Participant K from the pharmaceutical industry shared 

how middle management proposes goals to senior management, which then makes final 

decisions: “Each region’s commercial team proposes the budget and P&L for next year, […] 

then the management team discusses this and is then approved by the board”. In another 

SME, senior management defines the goal based on market conditions and capabilities. In this 

case, Participant G from the oil and gas industry explained: “We have a three-year plan and an 

annual process, prepared by senior management, which are all presented and discussed with 

the board. At this stage, we look at strategic objectives, financial objectives, resource 

requirements, investment requirements, and then we agree the plans. So, it is all very 

structured, organised, and defined”.  

In most cases (15 SMEs), goals are set realistically, while in one SME, very low targets are 

set, and in another they are set very high. For 13 SMEs, goals are set on a yearly basis with 

quarterly reviews of goals achievement. In four SMEs, goals are set on a yearly basis with 

monthly and/or quarterly reviews, and in two SMEs, goals are set unofficially. Finally, in one 

SME, there are no actual goals set at all.  

SMEs have various levels of resource commitment toward achieving their goals, whereby 

three SMEs invest minimum resources; 15 invest in all required resources to achieve their 

goals; one SME invests significantly in equipment, training, outsourcing, and other required 

resources; and one SME does not have any additional resource commitments, as they define 

goals considering available resources. In the case of required resource commitment, 

Participant C from the oil and gas industry said: “If we see that the custom-building market is 

going to grow, we set up to add additional factories, workers, engineers, estimators etc. So, 

the managers of each crew need to look at the resources and determine what is needed once 
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we set our goals”. However, Participant D from the market research industry stated: “Our 

financials provide us guidelines into resource commitment. For example, if we have the 

opportunity to conduct research in the KSA, we will estimate how much it will cost us to send 

people there and do the research, and if the cost outweighs the benefits, we will not proceed”.  

In the case of low performance, 13 SMEs have a detailed cause-solution process, where they 

first try to identify the reason/root cause of low performance, and analyse the situation and 

prepare action plans that they can then implement. Participant N from the IT industry 

explained an example of this cause-solution process: “As we were facing lower performance 

recently, we assessed the situation and found out that the main reason was our project-

oriented solutions, which provided us with lower margins and were very complex and 

demanding to manage. As such, we decided to change our core business by moving away 

from projects and start focusing on modular solutions for our products. So, we reacted to the 

current issue, analysed it, and found a better option to operate in order to achieve better 

performance”. Despite this in four SMEs, this cause-solution process is much simpler and 

includes immediate, short-term action, while in three other SMEs there is no particular action 

taken in case of low performance. 

 


