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1 Introduction

The evolving business practices of the 1980s brought new market approaches — including
a demand for accelerated entry into international markets — that forced firms to make
necessary strategic adaptations (Verdier and Prange, 2011). The internationalisation path
has become not only an option for many firms but also a strategic means of survival,
growth and expansion (McDougall et al., 1994; Graves and Thomas, 2008; Alon et al.,
2009; Papadopoulos and Martin, 2011; Dutot et al., 2014). This has been reflected in an
increase in small and medium-sized enterprises (SMEs) following a path of international
expansion (Evers, 2011; Child and Hsieh, 2014; Toulova et al., 2015).

The impact of internationalisation on firms’ performance has been a focus of both
researchers and professionals (Xie et al., 2009). Over the years, multiple studies have
linked internationalisation and performance (e.g., Lu and Beamish, 2001, 2006; Ruzzier
et al., 2007; Lee and Marvel, 2009; Lee et al., 2012; Sass, 2012; Torkkeli et al., 2012;
D’Angelo et al., 2013; Musteen et al., 2014; Zucchella and Siano, 2014; Cui et al., 2014;
Gerschewskia et al., 2015; Lohrke et al., 2015). Ruigrok and Wagner (2003) and Oesterle
et al. (2008) reviewed empirical studies that suggest a positive relationship between these
two constructs. However, the cited authors also indicated the need for further studies.
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Technological, economic, political and social changes have stimulated researchers to
raise new questions and offer alternative explanations as to why firms internationalise,
including formulating several theories that analyse different internationalisation
processes. Past research emphasised the activities of multinational enterprises (MNESs), as
well as how smaller firms have tended to restrict their business to domestic markets
(Levitt, 1983; Bartlett and Ghoshal, 1988; Yip, 1989; Melin, 1992; Dana et al., 1999;
Dana, 2001; Etemad et al., 2001; Wright and Dana, 2003; Dana et al., 2004; Dana and
Wright, 2009). In general, studies on MNEs have mainly used the transaction cost model,
eclectic paradigm and monopolistic advantage theory (McAuley, 2010) — all of which fail
to explain the roles and propensities of small firms in the international business arena.

SMEs are of increasing importance in the international economy. The active role of
SMEs in international markets has long been of interest in the academic community,
especially to those studying international trade (e.g., Leonidou and Katsikeas, 1996;
Coviello and McAuley, 1999; Lu and Beamish, 2001; Knight, 2001; Etemad and Wright,
2003; Etemad, 2004a, 2004b; Torres and Julien, 2005; Raymond et al., 2005; Amal and
Filho, 2010; Wright et al., 2007; Dimitratos et al., 2010; McAuley, 2010; Kuivalainen
et al., 2012; Kalinic and Forza, 2012; Child and Hsieh, 2014; Toulova et al., 2015).
However, SME internationalisation studies are relatively new and significantly different
from those done on MNEs (Etemad and Wright, 2003; Mejri and Umemoto, 2010; Dasi
et al., 2015). Several attempts have been made to conceptualise the internationalisation
phenomenon, ranging from the traditional stages model to born globals and international
new ventures (D’Angelo et al., 2013). However, there is a lack of consensus on how to
explain this phenomenon from an integrated perspective. In this context, new
perspectives on how to integrate, develop and evaluate the internationalisation of SMEs
are in high demand (e.g., Andersen, 1993; Leonidou and Katsikeas, 1996; Raymond
et al., 2005; Schulz et al., 2009; Thai and Chong, 2013).

There are several theories representing diverse views of the internationalisation
process (Whitelock, 2002). In particular, the internationalisation of SMEs has been the
focus of international entrepreneurship and networking theories, with integrative models
representing a recent trend in the area (e.g., Fletcher, 2001; Bell et al., 2003; Etemad,
2004a, 2004b; Mejri and Umemoto, 2010). Despite the above-mentioned diversity, all
these theories try to interpret and conceptualise key information about firms and markets
regarding the internationalisation process. In order to take this theoretical progression one
step further, in this paper, we propose a conceptual model that helps explain
internationalisation processes’ drivers of firm performance based on a series of elements.
These are

1 key aspects of several of the most cited internationalisation theories
2 the importance of internationalisation and export performance, particularly for SMEs

3 the importance for researchers to understand the entire process of firms’
internationalisation

4 these processes’ relevance for the business world.

These impact factors, used as antecedents in the proposed conceptual model, could be of
interest to entrepreneurs who intend to define and expand their firms’ internationalisation
processes successfully.
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The goal of this paper is to model the export performance of SMEs conceptually. This
model is based mainly on a tripartite analysis:

1 aliterature review covering the internationalisation of SMEs

2 the conceptual models proposed by Lages (2000), Ruzzier et al. (2006), Ratten et al.
(2007) and Kuivalainen et al. (2012)

3 the classification of determinants of export performance, grounded in Zou and Stan’s
(1998) work.

The proposed theoretical framework integrates international entrepreneurship theory and
international strategies in order to understand and explain how SMEs’ internationalisation
drivers affect export performance.

This conceptual paper develops and deepens an academic topic in need of further
exploration. The resulting findings have a potential strategic application for SMEs that
need to examine their performance throughout their internationalisation process. In doing
so, this paper contributes to both theory and practice by developing an updated
framework and internationalisation procedures. The paper is organised as follows. After
this introduction, the second section briefly reviews several theories explaining firms’
internationalisation process, identifying internationalisation impacts and developing key
export performance indicators. This is followed by a discussion covering three important
factors that influence internationalisation: industry-, environment- and firm-related
aspects affecting international entrepreneurship orientation and international strategies. In
addition, the literature review covers export performance, as well as how the differences
between reactive and proactive stimuli can influence export performance. The final
section presents this study’s theoretical and practical implications, limitations and future
avenues of research.

2 Literature review

Good theories help legitimise academic research. Keupp and Gassmann (2009) described
international business as a broad area of research with robust theoretical paradigms.
Among these are several theories and different perspectives about what factors affect
internationalisation. Early economic studies focused on the national level and the ways
that various nations gain decisive advantages in international business. Over time,
researchers’ focus has moved away from the country level to embrace a microeconomic
approach, adopting an internationalisation perspective that uses the firms’ point of view.
These different explanations have been developed over time in an attempt to analyse and
explain firms’ internationalisation processes by answering the five-dimensional question
of how, why, where, what and when. Answering this question helps identify important
factors in the success of firms’ internationalisation processes, which is a major objective
in both the professional (i.e., to minimise costs and maximise investment) and academic
arenas.
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One of the most robust conceptual frameworks in the literature describes
internationalisation as a behavioural process, in which expansion into foreign markets
begins in markets geographically close to firms (i.e., the ‘comfort zone’) in an attempt to
avoid risk. Firms then move to markets with psychic proximity, according to the Uppsala
model. The existing literature successfully describes the development of firms’
internationalisation activities and their potential translation into MNEs, but researchers
have not yet explained why and how the internationalisation process begins or develops
in its embryonic stage (Wennberg and Holmquist, 2008). This traditional view also is
inconsistent with more recent conceptualisations of firms’ internationalisation processes
(O’Cass and Weerawardena, 2009).

The internationalisation literature suggests that some theories are important when
explaining the earlier phases and consequences of the internationalisation of firms
(Johanson and Vahlne, 1990). Among the various research streams, special relevance has
been given to what is known as incremental models, such as the Uppsala stages model
and network model. However, the international entrepreneurship perspective (Oviatt and
McDougall, 1994, 1999) and the born global perspective (Knight and Cavusgil, 1996,
2004; Madsen and Servais, 1997; Bell et al., 2001, 2003; Chetty and Campbell-Hunt,
2004) have challenged these traditional approaches.

The internationalisation of firms assumes either a growing process of involvement
and international exposure (e.g., the Uppsala model) or an immediate entry into foreign
markets, as is the case of born globals. It appears that firms may choose from a range of
market penetration formulas, which implies that they may experience various levels of
commitment, control and risks. Over time, the development of theory in this area has
become highly fragmented, resulting in several streams of research that focus on the same
general issues from different perspectives (Sarkar and Cavusgil, 1996; Papadopoulos and
Martin, 2011). In this sense, each of the literature inputs alone does not explain the
complex nature of firms’ internationalisation, but, when analysed altogether, they
complement each other and facilitate an understanding of this phenomenon.

Currently, new dynamic firms ignore past restrictions to internationalisation and
launch themselves into the world with rapid internationalisation capabilities (Rennie,
1993; Knight and Cavusgil, 1996). Tuned to a ‘new’ international entrepreneurship
perspective, these firms have led to the emergence of born global firms, which focus on
worldwide opportunities. According to Jones et al. (2011), international entrepreneurship
is a ‘new’ field (i.e., since the 1980s) with a strong influence on international business,
stimulating intensive research in this area (e.g., Dana and Wright, 1999, 2009; Wright,
and Dana, 2003; McDougall and Oviatt, 2000; Entrialgo et al., 2000; Hult et al., 2003;
Etemad, 2004b; Jones and Coviello, 2005; Oviatt and McDougall, 2005a, 2005b; Ratten,
2006; Wright et al., 2007; Dana et al., 2008; Jones and Nummela, 2008; Filatotchev et al.,
2009; Schulz et al., 2009; Keupp and Gassmann, 2009; O’Cass and Weerawardena, 2009;
Dimitratos et al., 2010; Dana, 2011; Hessels and Stel, 2011; Jones et al., 2011; Lisboa
et al., 2011; Ramadani and Dana, 2013; Gurau et al., 2015). McDougall and Oviatt
(2000) defined international entrepreneurship as a combination of innovative, proactive
and risk-seeking behaviour that crosses national borders, with the intention of creating
value for firms and exploiting opportunities. Accounts of SMEs’ entrepreneurial
behaviour are common in the more recent literature, focusing on opportunities
(i.e., identification, exploration and exploitation) in which networks, knowledge, owners,
resources and capabilities play an important role — with industry and technology as
driving forces.
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This international entrepreneurship perspective, which intersects two main topics —
international business and entrepreneurship — has caught the attention of governments as
a mechanism that supports the internationalisation of SMEs. The pursuit of early
internationalisation among new ventures has brought new challenges for both
managers/owners and policymakers alike (Wright and Dana, 2003).

International entrepreneurship places an emphasis on entrepreneurial behaviour
(Ruzzier et al., 2006) based on the rapid internationalisation of firms, which is quite
unique among the various perspectives on SME internationalisation. Another peculiar
characteristic of international new ventures is their emphasis on two important aspects:
active entrepreneurs’ outward, global orientation and the strong technology base of firms
(e.g., Knight and Cavusgil, 1996, 2004; Bell et al., 2003). Clearly, this view opposes
traditional sequential models.

Several researchers defend a new, more integrative, holistic perspective of
internationalisation that captures the variety of situations found in different business
practices (Melin, 1992; Fletcher, 2001; Etemad, 2004a; Rask et al., 2008; McAuley,
2010). This holistic model is necessarily realistic and comprehensive, taking into account
the different contributions of internationalisation theories and models that have been
proposed over the years and correctly explaining the internationalisation of firms (e.g.,
Leonidou and Katsikeas, 1996; Coviello and McAuley, 1999; Fillis, 2001; Whitelock,
2002; Ruzzier et al., 2006; Mejri and Umemoto, 2010). Although this holistic approach
has already been studied, for instance by Fletcher (2001), Bell et al. (2003), Etemad
(2004a) and Mejri and Umemoto (2010), no single model has yet replaced the more
traditional approaches already in existence. As such, one might argue that current theories
do not fully explain SME internationalisation (Thai and Chong, 2013) or address the
specific case of SMEs (Torrés and Julien, 2005). As noted by Schulz et al. (2009), new
research with new inputs is needed. SMEs have intangible resources that allow them to
be competitive and to survive and grow (Mejri and Umemoto, 2010; Love and Roper,
2015). With fewer resources — most importantly, financial limitations — and international
experience, it is pertinent to ask how SMEs are able to succeed in global marketplaces
(Karlsen, 2001; Zucchella and Siano, 2014). As such, one of the key issues that
internationalisation theories must address is how SMEs can achieve their desired level of
performance as they move towards internationalisation (Chetty and Campbell-Hunt,
2003; Weerawardena et al., 2007; OECD, 2009; Tahir et al., 2011).

The relationship between performance and degree of internationalisation has been one
of the most studied topics in the literature, as researchers seek to provide empirical
evidence for the theoretical argument that international expansion is a prerequisite for a
driving financial success (Ruigrok and Wagner, 2003; Etemad, 2004b). The following
important factors have been identified as drivers of SME internationalisation
(Amoako-Gyampah, 2003; Oviatt and McDougall, 2005a), in particular, industry-related
factors (Thorelli, 1986; Crick and Spence, 2005) and location-related factors (Oviatt and
McDougall, 2005b, 2005a), which are presented in Table 1. These include sub-factors
that are the focus of analysis in internationalisation theories found in the literature.
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Table 1 Drivers (factors) of SME internationalisation

Factors Description

Financial and human, physical and organisational resources.
Knowledge (Freeman and Reid, 2006; Johanson and Vahlne, 1990).

Information processing and management of international experience
(Manolova et al., 2002; Oviatt and McDougall, 2005a).

Executives and managers (Freeman and Reid, 2006).
Financial issues (Freeman and Reid, 2006).
Firm-related factors Firm size (Pan and Li, 2000; Boateng and Glaister, 2002).

(Amoako-Gyampah, Innovative and proactive corporate culture: (Crick and Spence, 2005;
2003; Oviatt and Dimitratos and Plakoyiannaki, 2003).

MeDougall, 20052) Innovation capability: learning capability; R&D capability; resource

exploiting capability; manufacturing capability; marketing capability;
organisational capability; strategic capability (Guan and Ma, 2003);
exploratory innovation; exploitative innovation (Hortinha et al., 2011;
Lubatkin et al., 2006).

Firm characteristics and human capital (Ruzzier et al., 2006;
Leonidou and Katsikeas, 1996).

Marketing (Leonidou and Katsikeas, 1996).

Innovativeness, new ideas, products and services (Xie et al., 2009).
Industry-related factors . ) . .
(Thoreili, 1986; Crick Level of technology (Thorelli, 1986; Leonidou and Katsikeas, 1996).

and Spence, 2005) Production capacity (economies of scale) (Johanson and Vahlne,
1990; Leonidou and Katsikeas, 1996).

External environment (Ruzzier et al., 2006).
Location factors (Hamel, 1991).

Political, legal, governmental, economic, social and cultural factors
Location-related (Hamel, 1991).

factors (Oviatt and Competitiveness (Porter, 1980, 1985, 1990, 1998; Klein, 2002).
McDougall, 2005a)

Internal environment (Ruzzier et al., 2006).

Availability of the employees (including supervisors and top
managers) for international expansion (Badri et al., 2000; Oviatt and
McDougall, 2005a).

In choosing the internationalisation path, entrepreneurs play a crucial role. This is
especially true for SMEs, as most managers are also the owners (e.g., Fernandez and
Nieto, 2005; McAuley, 2010; Kontinen and Ojala, 2012; Segaro, 2012). The role of
entrepreneur is especially important in the quite early phases of SMEs’
internationalisation (Etemad and Wright, 2003; Sommer, 2010; Hollensen, 2011), and
their success depends on their ability to be internationally competitive (Dana and Etemad,
1994; Alon et al., 2009). This is increasingly important in the context of global
competition between firms, in which innovative strategies and entrepreneurial abilities
are vital to gaining competitive advantages (Hult et al., 2003). Firms that cross national
boundaries are more aggressive and prepared to compete internationally than firms that
remain only in their domestic market (Dana and Etemad, 1994). Specifically,
entrepreneurs’ innovative processes play a central role in uncovering new opportunities,
using new knowledge, initiating new procedures, selling new products and serving new
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markets. Firms have to have specific capabilities and use them strategically in order to
identify market gaps to be filled with new added value solutions (Zawislak et al., 2012).
Innovation strategies and entrepreneurial abilities are tools used to increase the efficiency
and profitability of firms (Lisboa et al., 2011; Gunday et al., 2011), which are strongly
affected by external forces (i.e., the political, socio-cultural, technological and
macro-economic characteristics of each country). These, in turn, affect the different styles
of entrepreneurship that have arisen around the world (Ratten, 2006; Ramadani and Dana,
2013).

Sommer (2010) and Tahir et al. (2011) examined key success factors among SMEs
and found that entrepreneurial and marketing behaviour skills are crucial to engaging in
business opportunities abroad, improving performance and overcoming the challenges
faced by SMEs in a global world. Andersson (2000) developed a fresh perspective on
entrepreneurs by proposing three new categories. The first is the marketing entrepreneur,
who implements an international push strategy, finds a market need and remains
proactive in firms’ internationalisation processes. The second is the technical
entrepreneur, who implements a strategy focusing on technological development —
especially product and production development — and creates an international pull
strategy. Last, the structure entrepreneur implements an international restructuring of an
industry or firm, as a consequence of the organisation’s overall strategy. Managers’ teams
must be highly committed to an internationalisation strategy in order to support the
general direction and speed of international market entry activities (Welch and Welch,
1996; Oviatt and McDougall, 2005b).

As many SMEs have limited resources (Julien et al, 2004; Jasra et al., 2011) and lack
important skills, such as foreign languages and intercultural experiences, the network
approach gives these firms new opportunities to grow by using relational experiences that
reduce specific needs, increase knowledge and stimulate productive opportunities
(Tornroos, 2002). Moreover, cultural awareness and understanding are often decisive for
firms’ success, particularly in industrial markets in which face-to-face interaction is a
central issue (Tornroos, 2000). Importantly, these capabilities are also complemented by
experience, international skills and each firm’s level of resources (Calof and Beamish,
1995).

There are several internationalisation strategies, each with a specific profile in terms
of risk, control, resources (e.g., managerial expertise and entrepreneurial predisposition),
scope for gains (e.g., potential learning about the market and experience gained) and
potential returns (e.g., higher financial returns and advantages of further market
opportunities). For example, direct or indirect exporting, licensing (e.g., franchises) and
maintaining an overseas presence (e.g., foreign direct investment) are among the most
utilised options in firms’ internationalisation strategies, of which exporting is the most
usual method of entering foreign markets and ideal for beginners wishing to avoid
unnecessary risks (Dana and Etemad, 1994; Leonidou and Katsikeas, 1996). Exporting is
also the first real step and preferred path of internationalised SMEs (Jones, 2001; Lages
and Montgomery, 2004), since they have focused for many years on domestic market
activities. Clearly, exporting is the ‘easiest’ and most common way into overseas markets
for SMEs, as it is the least risky option for firms with limited resources, which make
these firms’ approaches necessarily different from the managerial perspectives on
decision-making in other forms of international business. According to Lages and
Montgomery (2004), exporting activities are an important path not only for firms — to
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learn, explore scale economies, incur lower costs of production and become stronger
competitors mainly in domestic markets — but also for nations’ economic development.
Exporting involves activities of SMEs in markets at a geographic and psychic distance,
with new competitive scenarios characterised by different cultural, economic and
political aspects, such as distribution channels, customer tastes, legal aspects, local
rivalries and business practices (Villar et al., 2014).

Various models seek to explain the export development process. Leonidou and
Katsikeas (1996) reviewed the literature and identified three generic stages. The first is
pre-engagement, in which firms sell only in their domestic market and do not export or
show interest in exporting activities — or they have exported in the past but no longer do
so. The second is initial engagement, in which firms are involved in sporadic export
activities, having the potential to increase their overseas involvement. Advanced
engagement is the third, in which firms are regular exporters with extensive overseas
experience and are considering further engagement with other forms of international
business. These phases highlight the importance of resource and knowledge accumulation
by SMEs, which in turn leads to a gradual and sequential decision-making process of
entering international markets (i.e., the stage model of internationalisation). Each stage is
characterised by a typical behaviour associated with SMEs’ internal commitments, with
special regard to entrepreneurs who, in their relational activities, have a crucial role not
only in spotting business opportunities but also in acquiring resources. This propensity of
SMEs to network may lead entrepreneurs to establish alliances abroad that pull or push
firms into international markets, particularly if their important customers have entered
foreign business networks (Westhead et al., 2004a). It is during the pre-export stage —
characterised as a sensitive and fragile phase — that stimuli are particularly crucial in
determining firms’ future approach to exporting (Welch and Wiedersheim-Paul, 1980).

Based on these three theoretical lines, two basic forms of activity in corporate
internationalisation strategies can be distinguished. First, the passive form is when
passive exporters treat and fill overseas orders as they would domestic orders or export
through domestically based export intermediaries. Second, the active form is when active
exporters make deliberate efforts to initiate exports and firms directly transcend national
boundaries (Crick, 1995; Leonidou, 1995; Mura et al., 2011).

These concepts are interrelated with the notions of active or proactive — as identified
by Verisan and Achimescu (2011) — and reactive involvement and motivations. The latter
comes from the model proposed by Cavusgil (1982), who conceptualised export
behaviour as a process that leads firms to internationalisation. In the case of proactive
stimulus, firms initiate the internationalisation process, drawing on their own internal
competencies or market opportunities. Growth, technological competences, unique
products, economies of scale, better tax conditions and foreign market opportunities are
some reasons this happens. In reactive situations, firms react to changes in their
operational conditions and perceive internationalisation as an answer to that change.
Competitive pressure, unsolicited foreign orders, seasonal effects of demand, saturation
of the domestic market or its limited size, geographic proximity and reduced
psychological distance are some examples of reactive stimuli.

Although the mainstream international business literature states that firms venture
abroad only when they are established in their domestic market, researchers know that
this is not always the case, as seen with born globals and international new ventures.
However, for most SMEs, their first steps abroad are typically due to reactive
motivations. These are situations in which firms react or respond to unsolicited export
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orders that can be a means of shortening the firms’ export development process (Bilkey
and Tesar, 1977; Katsikeas, 1996; Etemad and Wright, 2003; Bell et al., 2003), rather
than proactive motivations, because SMEs have limited financial resources (Lages and
Montgomery, 2004). A response to pressures can also be classified as a reaction (e.g., to
pressure from competitors, decreases in domestic sales, excess capacity, overproduction
and proximity to customers). Proactive motivations, on the other hand, are based on
management’s choice to expand their firms’ business to an international level in order to
improve the firms’ strategic and competitive advantages (Bell et al., 2003; Verisan and
Achimescu, 2011).

A proactive strategy in the internationalisation process of SMEs is the degree to
which firms consider foreign markets as a logical source of expansion for their business
(Bell et al., 2003; Navarro et al., 2011). They allocate their resources in an intense search
to identify, collect and process information on foreign markets’ needs and business
opportunities (Francis and Collins-Dodd, 2000; Zou and Cavusgil, 2002). As such, the
progress of internationalisation processes along the proactivity stream is linked to top
managers’ perceptions, attitudes, commitments and orientations (Lages and Montgomery,
2004; Filatotchev et al., 2009; Andersson and Florén, 2011). These reduce the
psychological barriers to foreign markets and allow better and faster response to
customers, competitors and other external foreign market factors (Cadogan and Cui,
2004). This proactivity is about taking initiative, anticipating and performing new
opportunities and creating or participating in emerging markets (Entrialgo et al., 2000),
which is more commonly addressed in the international entrepreneurship literature
involving new international ventures and born globals.

In short, these various export incentives can be classified using a combination of
internal (i.e., stimuli associated with firms’ internal characteristics) or external (i.e.,
stimuli stemming from firms’ external environments) and proactive (i.e., stimuli
associated with firms’ interest in exploiting unique internal competences or market
possibilities) or reactive behaviour (i.e., stimuli denoting passive engagement in export
activities as a response to environmental pressures) (e.g., Pavord and Bogart, 1975;
Wiedersheim-Paul et al., 1978; Czinkota, 1982; Johnston and Czinkota, 1982). Albaum
et al. (1989) combined these factors in a quadruple typology, namely, internal-proactive,
internal-reactive, external-proactive and external-reactive, of the critical driving factors
of firms’ expansion into international business based on the exporting process (Olson and
Wiedersheim-Paul, 1978). Leonidou (1995) compared several studies that focused on the
degree of export stimulating factors and concluded that it is impossible to establish a
common order that takes into account the degree of influence of the stimulating factors
because firms are exposed to several stimulating factors with different degrees of impact
on their export decision process. Crick and Chaudhry (1997) and Leonidou (2011)
reached to the same conclusion. Moreover, the internal-proactive, internal-reactive,
external-proactive and external-reactive typology has not been tested in research
involving new international ventures, as entrepreneurs have remained the focus of
international entrepreneurship theory.

From firms’ point of view, internationalisation is a means to better their performance
— a perspective that is implicit in almost any internationalisation theory. According to
Lages et al. (2009), the resource-based view of firms is used objectively in studies
analysing performance. Since firms approach international markets as a vital resource and
a way to internalise risks (Oesterle et al., 2008), performance becomes crucial when
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analysing their strategies’ level of success. However, due to the individuality of each
firm, performance is a complex construct, which makes it difficult to find an
all-encompassing  definition (Lages, 2000; Lages and Montgomery, 2004).
Internationalisation can even be considered a reactive response to domestic market
performance (Jones and Nummela, 2008). Wennberg and Holmquist (2008) suggested
that weak performance in domestic markets can be a strong reason for
internationalisation, despite the fact that performance in international markets is even
more uncertain than in domestic markets. This reinforces Jones and Coviello’s (2005)
observation that internationalisation is a flexible and reactive process responding to
market changes and internal conditions of firms.

It is widely accepted in the literature that outward internationalisation has a positive
impact on firms’ performance. Hence, performance is the main driver of the international
expansion of firms (Papadopoulos and Martin, 2010). This relationship is less clear in
SMEs, mainly due to their internal constraints and limited ability to compete in
international markets (Pangarkar, 2008). However, Ruigrok and Wagner (2003) and
Oesterle et al. (2008) observed that the link between internationalisation and performance
has triggered extensive interdisciplinary studies, in which researchers have tried to
empirically prove the theoretical argument that international expansion is a prerequisite
for boosting the financial success of firms. The findings of these studies, however, have
turned out to be inconsistent and even contradictory.

Internationalisation and performance — more specifically, export performance — is a
critical issue both for entrepreneurs and government authorities. It has also garnered
significant attention from researchers trying to link these two concepts (Papadopoulos
and Martin, 2010). However, research on outcomes of SMEs’ cross-border
entrepreneurship is more limited compared with the literature on antecedents, which
highlights the potential value-creating role of international entrepreneurship, so it is also
possible that internationalisation results in negative outcomes (Hessels, 2008).

By doing business abroad, firms’ export activities appear to have a positive financial
impact, or at least this is the firms’ goal. These activities also are a source of competitive
advantages and stimuli in the process of learning skills or developing competence and
accumulating knowledge and technology at the firm level (i.e., an increase in productivity
and innovativeness). At the country level, export activities contribute to the national
economy and prosperity, the development of national industries and the improvement of
productivity and employment levels (Hessels and Stel, 2011). However, there are other
reasons for the internationalisation of SMEs besides performance, such as firm growth,
access to new and more profitable markets, search-cost advantages, the ability to follow
customers’ international moves and ways to leverage existing resources and capabilities
and meet learning objectives (OECD, 2009; Daszkiewicz and Wach, 2012).

Papadopoulos and Martin (2010) analysed seven key studies, selected based on their
relevance and significant impact on the relationship between internationalisation and
export performance. While objective indicators for measuring export performance were
once popular, from the 1990s onwards, studies began to reflect the use of compound and
complex scales, giving export performance an operational sophistication. Multiple scales
now include both objective and subjective indicators (e.g., perceived success of exports),
as well as other indicators that distinguish economic measures from strategic measures.
Papadopoulos and Martin (2010) concluded that the seven papers reviewed use the
economic dimension (i.e., a combination of sales, market share and/or temporal changes
in one or more indicators), overall satisfaction measures and/or perceived success in a
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specific international initiative or general exports. The strategic dimension is not always
used, but when it is, the selection is based on weighted scales of management’s
perception of how well their firm is achieving proposed objectives. Among the selected
studies, no single study used the same set of constructs and measures.

Table 2 summarises objective and subjective scales used in the literature to measure
export performance. Clearly, this is a multidimensional construct, which is difficult to
measure and which demands particular attention to the potential implications that
internationalisation has for export performance. As measuring export performance is a
complex issue, it is advisable to use multiple measures (McDougall and Oviatt, 1996;
Westhead and Cowling, 1997; Lu and Beamish, 2001, 2005, 2006; Westhead et al.,
2004b), especially in the case of SMEs. Most studies have assessed firms’ export
performance over short periods.

Table 2 Export performance measures

Objective measures

Subjective measures

Financial ratios (e.g., profits,
ROI, cash-flow) (Zou et al.,
1998).

Related with management decisions and export expansion
strategy: market indicators (e.g., market trends); competition
indicators (e.g., team commercial aggressiveness and price
competitiveness); technological intensity (e.g., level of
innovation versus technological investments) (Zou et al.,
1998; Francis and Collins-Dodd, 2004; Katsikeas et al.,
1996).

Economic measures (e.g. sales,
profits, market share, intensity
of exports, exports sales
growth). (Katsikeas et al.,
2000; Francis and
Collins-Dodd, 2004)

Goal achieving performance (export performance).

Customer satisfaction performance (perceived performance)
that determines trust and relationship value, important in B2B
context and international market operations (Zou et al., 1998;
Garbarino and Johnson, 1999; Sharma et al., 1999; Walter

et al., 2000)

Non-economic measures
related to export markets (e.g.,
number of export countries,
percentage of exports for each

country), the export growth per

market per product (e.g.,
projections of the ‘weight’ of

exports) (Katsikeas et al., 2000;

Francis and Collins-Dodd,
2004).

Generic subjective measures (e.g., perceived success of
exports, achieving exports objectives, achieving performance
indicators/export performance, export skills) (Katsikeas et al.,
2000; Francis and Collins-Dodd, 2004).

Source:

Own preparation, based on the literature review

Today, more than 55 years since the first studies of models of firms’ internationalisation
models, a consensus has arisen that internationalisation is no longer a single decision or a
discreet fact, but rather a multifaceted process playing out over time (Welch and
Paavilainen-Mantyméki, 2014). Firms’ internationalisation processes are complex and
susceptible to a number of pitfalls. Sometimes, this means taking two steps forward and
one step back or even reversing the process with de-internationalisation. There are always
implications — positive or negative — for firms’ performance indicators.
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3 Proposed conceptual model

This work is essentially based on a tripartite analysis:

1  the above literature review on internationalisation theories (i.e., key constructs of
models)

2 the conceptual models proposed by Lages (2000), Ruzzier et al. (2006), Ratten et al.
(2007) and Kuivalainen et al. (2012)

3 the classification of export performance determinants (i.e., dependent and
independent factors) by Zou and Stan (1998).

Based on this analysis, we propose a conceptual model that intends to demonstrate
conceptually the performance impact of internationalising SMEs. No other study was
identified in the literature that links so many variables to the area of SME
internationalisation.

From the above-mentioned models, our research extracted three main factors related
to the industry, firm and location, which influence the export performance of firms. This
approach emphasises the relationship between several factors serving as antecedents of
firms’ internationalisation, which have an impact on the performance of these firms’
internationalisation processes, as described below.

Lages (2000) identified how internal and external factors influence export
performance, as well as the moderating effects of the adaptation of an international
marketing program. He used as internal factors firms’ characteristics and competences,
management characteristics, product characteristics and management attitudes and
perceptions. He utilised as external factors industry characteristics, foreign market
characteristics and domestic market characteristics.

Ruzzier et al. (2006) reviewed the literature on SME internationalisation and further
developed the conceptual model that was first proposed by Antoncic and Hisrich (2000).
This model is comprehensive, although not exhaustive, mainly covering interactions
between constructs. It highlights SME internationalisation antecedents (i.e.,
environmental conditions and organisational characteristics, such as entrepreneurial
human capital and firm characteristics) and internationalisation consequences (i.e.,
firm performance, such as sales growth and profitability). Ruzzier et al. (2006)
suggested an ongoing evaluation, especially by professionals, of all the elements
related to internationalisation and emphasised that the skills and expertise of
manager-entrepreneurs are crucial to the development and success of their firm’s
internationalisation process.

Based on research on the internationalisation of SMEs in 27 European countries,
Ratten et al. (2007) developed a conceptual model that explains the internationalisation
process of SMEs in Europe. This approach combines firms’ internal (e.g., networks and
resources) and external (i.e., environments, such as market competitive structure, industry
sector and economy) factors.

Kuivalainen et al. (2012) suggested a holistic model of internationalisation,
patterns, antecedents and outcomes. They identified several firm-, managerial- and
environmental-level determinants as antecedents of an internationalisation path. They
distinguished early and late internationalisation patterns in terms of combinations of
scale, scope and temporal measures. Outcomes are measured by both objective and
subjective indicators.
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Zou and Stan (1998) identified internal, external, controllable and uncontrollable
determinants of export performance. For instance, an export marketing strategy is
identified as an internal and controllable determinant, management characteristics are
identified as uncontrollable, internal determinants and industry characteristics are seen as
external, uncontrollable determinants of export performance. These are evaluated with
financial measures (e.g., sales), non-financial measures (e.g., satisfaction) and composite
scales.

Since internationalisation is influenced by several factors, as identified in the
literature, and the need for a holistic perspective, we propose a conceptual model that not
only complements previous frameworks but also is more integrative and developed, as
compared to previous models (see Figure 1). This model seeks to identify the most
important drivers of SMEs’ export performance, providing a useful reference in the
professional planning of firms embarking on international expansion strategies,
simplifying decision-making processes and systematising the most important variables.
This is a clear, simple way of viewing the complex phenomenon of SME
internationalisation, which highlights several variables found in the literature of this field,
underlines the role of reactive and proactive involvement and reflects firms’ lower or
higher level of commitment to their internationalisation processes.

The model also seeks, more specifically, to detach the international strategic posture
of SMEs, distinguishing active (i.e., proactive) from passive (i.e., reactive)
internationalisation stimuli. This approach reveals the degree to which firms are more or
less involved in their outward internationalisation process, as active firms have higher
levels of involvement and investment abroad than passive firms. As such, the model also
is linked with the central analysis of the Uppsala model, which suggests that firms’
internationalisation results from the acquisition of empirical knowledge for a specific
market, allowing them to increase their commitment to this market and implying a
step-by-step involvement in internationalisation processes. Based on this international
strategic perspective and Bell et al.’s (2003) model, the stage model can be integrated
with two other pathways of internationalisation, in order to reflect recent research on born
globals and born-again globals. Bell et al. (2003) highlighted three different patterns
followed by firms:

1  an active search for foreign markets, which is the typical behaviour of born global
firms

2 areactive motivation to enter the international marketplace, typical of traditional
firms

3 acritical event within the life of a firm, which characterises born-again global firms.

These aspects are fundamentally connected with firm-related factors (e.g., skills,
knowledge, competences and innovations).

We consider the moderating role of two distinct factors — what we term endogenous
and exogenous factors — in the relationship between the drivers of internationalisation
(i.e., innovation capabilities) and export performance. According to Bruyat and Julien
(2001), proactive/reactive internal factors, which we depict as endogenous factors, affect
the internationalisation processes of firms and their export performance. In addition,
proactive/reactive external factors, which we categorise as exogenous factors, include
competitive intensity and reactive and proactive internal stimuli. The cited authors found
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that entrepreneurs/owners create a dynamic symbiosis capable of creating, learning from
and influencing and being influenced by their firm’s environment (i.e., factors internal
and external to their firm). It is this international entrepreneurship perspective, involving
entrepreneurs, firms and markets, which are central to the outward-oriented perspective
incorporated into the proposed model.

Figure 1 Conceptual model of the drivers of SMEs’ export performance

Industry-related factors
(industry-sector level)
Sector innovation pattern
Industry’s technological intensity
Industry’s level of intensity

Firm-related factors )
(firm level)
Entrepreneurial orientation as
innovation capability:

Learning capability Export
R&D capability performance
Resource exploiting capability y > Objective indicators

Manufacturing capability Subjective indicators
Marketing capability

Organisational capability
Strategic capability /1

Exploratory innovation /

Exploitative innovation

Location-related factors
(environmental level)
Political factors
Cultural factors
Factor conditions (labor, etc.)

Endogenous-related factors Exogenous-related factors
Reactive-internal stimuli Reactive-external stimuli
Proactive-internal stimuli Proactive-external stimuli

Competitive intensity

Source: Own elaboration

As internationalisation has implications for export performance, this can be measured
using both financial (e.g., export sales and profit) and non-financial indicators, which
include some strategy-based items (e.g., the export objectives of firms). As recommended
by Lages (2000), the use of financial and non-financial measures with both objective and
subjective indicators is mandatory.

Within the model, we also identify relevant internationalisation antecedents, divided
into three major factors summarising industry, location and firm factors. The first two
factors represent firms’ external factors, while the latter represent factors within firms
with natural connections to external environments.
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The incorporation of external and internal factors represents a cross-analysis of firms’
internationalisation processes, since internationalisation is influenced by both internal
(i.e., firms’ physical transformations, brand and marketing, expertise, proactive attitude
and leadership) and external factors (i.e., the technological/industrial environment, the
industry’s competitiveness rate and cultural and political factors). Moreover, the
proposed conceptual model combines macro-, meso- and microanalysis, reinforcing
Ratten et al.’s (2007) integrative conceptual model of factors driving SMEs’
internationalisation.

Currently, firms are part of a context described in Figure 1 as location and industry
factors, which were largely explained by the eclectic or ownership, location and
internationalisation (OLI) paradigm. The diamond and cluster concepts of Porter (1990)
are related to the OLI paradigm, and they affect the competitiveness and international
strategies of firms and reinforce upstream and downstream activities throughout supply
chains. This context is a source of competitive advantage that underpins the
internationalisation of firms. The interaction between the context and firms’ features
defines their internationalisation pathway — in a reactive/passive or active/proactive
manner — with effects on export performance. This process is guided by four types of
complementary perspectives: rational (or economic), learning (or behavioural),
inter-organisational (or network) and entrepreneurial. These are highlighted in our
conceptual model.

In a pattern reinforced by the emergence of born globals, an entrepreneurial
orientation at the firm level is crucial to SMEs, not only to help them develop
technologically but also to push them into international markets. Linked to the
entrepreneurial perspective, which was strengthened by Ruzzier et al.’s (2006) work, both
firms and their managers/owners take on an entrepreneur’s proactive and innovative role
in order to develop the firm from the resources perspective. Internationalisation and
entrepreneurship appear to represent an opportunity to fight the current economic and
financial crisis in the global economy. Entreprencurship, paired with innovation, is a
combination designed to win competitive advantages, particularly in international
scenarios (O’Cass and Weerawardena, 2009). As such, we also sought to introduce this
approach not only into our model’s international strategic perspective (i.e., reactive/
proactive) but also into firm-related factors.

The model emphasises an innovation-oriented structure of firms based on their
international entrepreneurial strategies, with a focus on internal resources as capabilities.
These are two key aspects of any resource-based paradigm and a means to improving
firms® efficiency and effectiveness, reinforcing their competitive advantages and
enhancing their performance (e.g., Lee et al., 2001; Lages et al., 2009). This internal
capacity for organisation-wide innovation has been explored by ‘new’ integrative models
based on a knowledge-based perspective (Simpson et al., 2006).

The proposed conceptual model contains the main variables of more conventional and
typical internationalisation theories in the literature. This model also includes new trends
in entrepreneurship, seeking to present a holistic view of SMEs internationalisation. This
holistic view gathers the key elements of several researchers’ theoretical models that
represent the mainstream line of thinking. This perspective enables SMEs to realise what
is important in their decision-making processes in regards to international activities, and
it can also be used by practitioners. This integrative model, which incorporates the most
recent trends in the international research literature, captures the most relevant elements
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and the nature of interactions in business internationalisation. The result is a more
complete model, as compared to traditional ones, since it provides three levels of analysis
(i.e., industry, firm and environment) that integrate several factors influencing SME
internationalisation. This approach helps both the academic literature and related
professionals take a step forward, building one model with the fundamental factors that
influence performance during firms’ internationalisation processes. Once one is aware of
the impacts of firms’ internationalisation, it is possible to decide the best international
market strategy for firms, preventing problems and helping entrepreneurs to project
scenarios.

Several studies (e.g., Bilkey and Tesar, 1977; Leonidou and Katsikeas, 1996; Chetty,
1999; Bell et al., 2003; Ruzzier et al., 2006) have focused on the most important
empirical models of the process of entering international markets. However, previous
models that seek to analyse internationalisation do not evaluate the relationship between
antecedents of internationalisation and export performance based on such an extensive
number of variables. The proposed model groups the firm, industry and environmental
levels with moderating factors such as endogenous and exogenous stimuli, which is
dissimilar to Lages’s (2000) approach focusing on the degree of marketing programs’
adaptations along internationalisation pathways. As such, the proposed model seeks to fill
this gap by supporting and evaluating the relationship between the three above-mentioned
levels.

4 Conclusions and implications

The perspective of a globalised world, in which business frontiers and barriers are
diminished and a growing mass of consumers share similar habits, values and attitudes,
has become clearer now more than ever before. Information and communication
technologies have shortened geographical distances and sped up the diffusion of
everything. Reductions in transportation costs have boosted international trade and the
number of people travelling all over the world. Therefore, firms increasingly view
internationalisation of their activities as a natural step. This reality also is common among
SMEs, which, therefore, face globalisation and internationalisation among their most
important challenges.

The personal characteristics of entrepreneurs/owners/managers play a decisive role in
the internationalisation of SMEs, encouraging firms to depend more on networks and
knowledge management. Another driving force is the ways technology, innovation and
intensity of competition influence export performance. However, the relationship
between firms’ degree of involvement in internationalisation and performance appears to
be a controversial topic both in management, in general, and in international business, in
particular. Therefore, the proposed conceptual model seeks to fill this gap by including
how endogenous and exogenous factors moderate the main drivers of SMEs’
internationalisation processes through their impact on export performance.

Based on an extensive bibliography, this theoretical-conceptual integrative model
uses key constructs as antecedents involving the characteristics of the specific firm,
industry and location. The basic intention of this model is to evaluate the relationship
between several drivers of internationalisation (i.e., as antecedents) and export
performance (i.e., as outcome), which has been overlooked by previous models. This
model helps visualise this impact and brings together the fundamentals of SMEs’
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internationalisation processes that influence these firms’ export performance, by
highlighting important industry-, environment- and firm-related factors and including
entrepreneurial orientation as a capacity for innovation.

The literature on internationalisation of firms reveals a clear need for a model that
offers a more interdisciplinary approach. As such, the proposed model not only
contributes to the development of related research through an improved understanding of
key factors affecting the performance of internationalised firms but also aids practitioners
by providing a simple, easily understood structure that includes the key elements that
need to be strategically analysed when entrepreneurs launch their firms into the
international business arena. Academically, the proposed model complements previous
approaches — offering a more integrative and developed approach and researching further
into a little explored sub-area of the literature on internationalisation theories — as a
holistic model of the internationalisation processes of SMEs.

The model’s added value is the complementarity of two aspects. First, the model
addresses how internal and external factors in firms influence export performance.
Clearly, differences are to be expected across sectors as a consequence of specific
industries’ competitive conditions that can influence firm-related factors. Second, the
model introduces moderating effects (i.e., endogenous and exogenous factors), which
provide a dynamic approach to the drivers of SME internationalisation. In this model, it is
expected that proactive-internal and proactive-external stimuli will differentiate the
relationship between antecedents of internationalisation and export performance.

As this model intertwines industry-, firm- and location-related factors with
endogenous and exogenous factors, this model will be able to capture differences across
new international ventures, born globals and active and passive internationalised firms.
This is because industry- and location-related factors are expected to play a major role
among born globals, while firm-related factors are expected to be crucial among new
international ventures, as a result of the influence of the exogenous factors shown in
Figure 1.

On a quite widely spread level, SMEs suffer shortages of resources, especially
financial assets. As a result, this model could help to identify the main factors with an
impact on export performance that differentiate internationalised firms from those en
route to internationalisation, as well as those firms that have succeeded from those that
are still struggling along the path to internationalisation. Academically, this model
integrates various theories of internationalisation and reflects the latest trend in the
relevant literature: holistic models. For entrepreneurs, this model could support strategic
decision-making about export performance for all new international ventures, preventing
and identifying inadequate international expansion.

The main limitation of this proposal is that the conceptual model has not yet been
empirically tested. However, to do this, researchers must take into account the vast
diversity of SMEs, in which size, age and share of international operational should not be
neglected. As such, in order to validate the model, it would be advisable to utilise this
approach first with industrial firms covering a wide range of sectors — specialised
suppliers and science-, research-, cost- and resource-based enterprises, among others —
and then with service-based firms. Definitely, the model does not apply to the segment of
firms that export variable quantities irregularly. Another limitation is that, given the
complex nature of the topic, the literature review could be considered restricted, but, in
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this respect, we sought to address only the most important research and researchers
within this topic.
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